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Q. Would you please state your name and business address? 1 

A. My name is Peggy R. Millspaugh.  My business address is 321 North Harvey, Oklahoma 2 

City, Oklahoma 73102. 3 

 4 

Q. By whom are you employed and in what capacity? 5 

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

a Lead Regulatory Coordinator. 7 

 8 

Q. Please summarize your education and professional background. 9 

A. I earned a Master of Business Administration in Leadership from Oklahoma City 10 

University in July 2022, and a Bachelor of Business Administration in Accounting from 11 

Northeastern State University in 2011.  I joined OG&E in July of 2016 as a Revenue and 12 

Fuels Accountant.  In March of 2018 I moved to Regulatory as a Senior Regulatory 13 

Accountant, and in June 2023 I became a Lead Regulatory Coordinator.  During my time 14 

at OG&E, I have been involved with rate case filings and monthly rider processing in both 15 

Oklahoma and Arkansas jurisdictions.  I have prepared various schedules on 16 

redeterminations and reporting for rider billing factors processed by OG&E.  Prior to 17 

joining OG&E, I was employed by Eucalyptus Real Estate as a Property Accountant in 18 

2016.  I was responsible for booking journal entries, balance sheet reconciliations, 19 

preparation and review of financial statements and variance analyses.  From 2014-2015, I 20 

was employed by Chesapeake Energy as an Accountant II.  I was responsible for booking 21 

accounting entries, preparing complex balance sheet reconciliations, preparation, and 22 

variance analyses of Financial Statements for the monthly board review.  From 2011-2014, 23 

I was employed by Hertz Corporation as a Fleet Accountant.  I was responsible for the 24 

integration of accounts during the Dollar Thrifty Automotive group acquisition.  I was also 25 

responsible for monthly accounting entries, variance analyses, balance sheet 26 

reconciliations, monthly amortization and depreciation on fleet assets, and cost analysis. 27 
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Q. Have you filed testimony in prior utility rate proceedings in Arkansas? 1 

A. Yes, I have testified in the 2019, 2020, 2021, 2022, and 2023 Energy Efficiency Cost 2 

Recovery (“EECR”) Rider billing factor filings under Docket No. 07-075-TF.  In addition, 3 

I have filed testimony before the Oklahoma Corporation Commission.  4 

 5 

Q. What is the purpose of your direct testimony? 6 

A. The purpose of my testimony is to describe the Attachments required by the FRP Rider, 7 

including the adjustments to Rate Base, Expenses, and the Benchmark Return on Rate 8 

Base. 9 

 10 

I. FRP RIDER SCHEDULES AND ATTACHMENTS 11 

Q. Has OG&E’s Evaluation Report been prepared in accordance with its FRP Rider? 12 

A. Yes.  The Company has prepared all filing requirements including the Attachments, 13 

Schedules, and Workpapers in accordance with the FRP Rider.  I will address several of 14 

the Attachments below.  15 

 16 

Q. Please describe the Attachments filed as part of the Evaluation Report. 17 

A. The Company’s Evaluation Report includes the following Attachments1: 18 

• Attachment A-1 – Proposed FRP Rate Adjustment 19 

• Attachment A-2 – Proposed FRP Revenue Change  20 

• Attachment C – FRP Adjustments 21 

• Attachment D-1 – HY Earned Rate of Return Formula on Common Equity 22 

• Attachment D-2 – HY Rate Base 23 

• Attachment D-3 – HY Operating Income 24 

• Attachment D-4 – HY Income Tax 25 

• Attachment D-5 – HY Benchmark Rate of Return on Rate Base 26 

• Attachment D-6 – HY Revenue Redetermination Formula 27 

• Attachment E – FRP Filing Requirements 28 

 
1Attachments B-1 through B-6 have been eliminated per Order No. 10 in Docket No. 18-046-FR and reflected in 
OG&E’s FRP tariff approved in Docket No. 19-017-TF Order No. 3. 
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• Attachment F – FRP Protocols 1 

 2 

Q. Please describe Attachment A.   3 

A. Attachment A includes two schedules.  The first, Attachment A-1, shows the cumulative 4 

FRP Rate Adjustment for each class and lists schedules that are excluded from the FRP. 5 

The second, Attachment A-2, shows the FRP rider revenue change amount.  This schedule 6 

shows the second constraint, as described previously, that limits the amount of the 7 

adjustment to plus or minus four percent of each rate class’s total FY revenues.  8 

Additionally, this schedule shows the Net change in FRP revenue, and the percentage 9 

change needed to revenues in order to collect or return the amount determined for the 10 

Evaluation Period. 11 

 12 

Q. Please describe Attachment B. 13 

A. Attachment B was eliminated beginning with the Company’s 2020 Evaluation Report after 14 

the Company agreed to stop projecting costs in the Projected Year.   15 

 16 

Q. Please describe Attachment C. 17 

A. Attachment C describes the adjustments that the Company made to develop the adjusted 18 

HY.  This includes adjustments made during the beginning and ending of the HY, which 19 

are used to calculate average rate base.  These adjustments are consistent with the 20 

adjustments in Order No. 8 in Docket No. 16-052-U. The adjustments to both of these time 21 

periods were necessary to fill out the Attachment Schedules and comply with Attachment 22 

C per the terms of the FRP Rider. 23 

 24 

Q. Please describe Attachment D. 25 

A. Attachment D contains six schedules which are used to develop the Company’s FRP Rider 26 

revenue change for the HY.  Attachment D-1 is a summary calculation of the Company’s 27 

revenue requirement and earned rate of return on common equity.  Attachment D-2 through 28 

D-5 are HY rate base, operating income, income taxes, and the benchmark rate of return 29 

on rate base, respectively.  The HY data is supported by the Company’s trial balance as of 30 

March 31, 2022.  Attachment D-6 compares the earned rate of return to the target rate of 31 
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return and determines whether a return on equity bandwidth adjustment is necessary, and 1 

if so, by how much.  This is also where the amount collected based on the Company’s 2 

projections is netted against the amount determined based on the ERR. 3 

 4 

Q. Please describe Attachment E. 5 

A. Attachment E includes those specific filing requirements per the FRP Rider which support 6 

the Company’s Evaluation Report and have been included in Volumes 2-5 of the 7 

Company’s filing package. 8 

 

II. ADJUSTMENTS 9 

Q. How are the adjustments discussed above reflected in the 2023 Evaluation Report? 10 

A. There are two time periods in which the Company made adjustments to be used to complete 11 

the FRP Attachment Schedules.  Those time periods include: 12 

• Beginning of the Historical Year ending March 31, 2023 (“BHY”) 13 

• Historical Year ending March 31, 2023 (“HY”) 14 

Within these time periods, the Company made several adjustments.  These adjustments 15 

were to either remove rider revenues and expenses, to be consistent with Docket No. 16-16 

052-U, or other adjustments.  These adjustments were made to rate base, revenues and 17 

expenses, current and accrued other liabilities, accumulated deferred income taxes, and 18 

other capital components.  All of these adjustments were used to determine the HY revenue 19 

requirement and to complete the FRP Attachments.  20 

 21 

Q. Please list all the rate base adjustments the Company made.  22 

A. See Chart 3 for a list of all rate base adjustments. 23 

Chart 1 

Adjustment Description 
WP B 2-2 BHY Windspeed Removal of Partial Investment 
WP B 2-3 BHY Removal of Transmission Expenses Recovered from LSE's 
WP B 2-4 BHY AR Depreciation Rate Differential 
WP B 2-5 BHY Capitalized Incentive Adjustment 
WP B 2-6 BHY AFUDC Adjustment 
Schedule B-10 BHY Acquisition Adjustment 
WP B 2-2 HY Windspeed Removal of Partial Investment 
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WP B 2-3 HY Removal of Transmission Expenses Recovered from LSE's 
WP B 2-4 HY AR Depreciation Rate Differential 
WP B 2-5 HY Capitalized Incentive Adjustment 
WP B 2-6 HY AFUDC Adjustment 
Schedule B-4 HY Working Capital Adjustments  
Schedule B-10 HY Acquisition Adjustment 

 

Q. Please generally describe the adjustments the Company made to Rate Base.  1 

A. Pursuant to FRP Attachment C, the Company used its trial balance for the HY rate base 2 

balances.  The adjustments made during this time period were either to remove rate base 3 

related to riders, adjustments consistent with the Company’s last general rate case and 4 

Order No. 8 in Docket No. 16-052-U, and other adjustments.  Additionally, as described in 5 

Attachment C, the plant included in the Evaluation Period shall reflect the average of 6 

beginning and ending year balances. 7 

 8 

Beginning Historic Year Adjustments 9 

Q. Please explain WP B 2-2 BHY, the adjustment to partially remove the Company’s 10 

Windspeed investment.   11 

A. This adjustment reduces rate base by thirty four percent (34%) of the total Windspeed 12 

investment as of March 31, 2022 as recommended by Commission Staff and approved by 13 

Commission Order No. 6 in Docket No. 10-067-U. This decreased investment amount 14 

reduced the plant balance by $73,349,954 and accumulated depreciation by $18,758,425. 15 

This resulted in a net plant reduction of $54,591,529. This adjustment was necessary to 16 

calculate a beginning HY adjustment amount for Attachment D-2.  17 

 18 

Q. Please explain WP B 2-3 BHY, the adjustment to remove transmission related 19 

investments paid for by third parties. 20 

A. This adjustment removes a percentage of certain OG&E transmission related items from 21 

rate base.  The percentage, which is allocated to other load serving entities (“LSEs”), was 22 

derived from the FERC Transmission Formula Rate True-Up Adjustment for the 2021 rate 23 

year.  This adjustment reflects the fact that the investments associated with regionally 24 

allocated transmission plant is assigned to other LSEs in the Southwest Power Pool 25 

(“SPP”).  This allocation of OG&E transmission plant costs is necessary so these costs will 26 
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not be recovered from both LSEs and from OG&E’s Arkansas customers.  OG&E has 1 

adjusted transmission related plant in service, accumulated depreciation, and other various 2 

working capital rate base items to reflect this recovery.  The impact to plant in service was 3 

a decrease of $1,041,838,457 and a decrease to accumulated depreciation of $161,423,162 4 

resulting in a net plant decrease of $880,415,295. This adjustment was necessary to 5 

calculate a beginning HY adjustment amount for Attachment D-2. 6 

 7 

Q. Please explain WP B 2-4 BHY, adjustment to the accumulated depreciation rate 8 

differential. 9 

A. This adjustment is made to adjust accumulated depreciation for the differential between 10 

the FERC depreciation rates and Arkansas approved depreciation rates. Depreciation 11 

reported to FERC is a blended rate comprised of a combination of the currently approved 12 

Oklahoma and Arkansas rates. As a result, accumulated depreciation is increased by 13 

$100,786,374, which is a decrease to net plant by the same amount. This adjustment was 14 

necessary to calculate a beginning HY adjustment amount for Attachment D-2.   15 

 16 

Q. Please explain WP B 2-5 BHY, adjustment to capitalized incentives. 17 

A. This adjustment is made to remove a portion of capitalized incentives from rate base.  The 18 

adjustment is consistent with the settlement agreement from the Company’s 2019 19 

Evaluation Report. The adjustment reflects total company amounts and is allocated based 20 

on the Cost of Service allocator applied to each respective plant amount.  As a result of the 21 

adjustment, gross plant decreased by $3,835,410 and net plant decreased by the same 22 

amount.  This adjustment was necessary to calculate a beginning HY adjustment amount 23 

for Attachment D-2.   24 

 25 

Q. Please explain WP B 2-6 BHY, adjustment to AFUDC. 26 

A. This adjustment is made to jurisdictionalize AFUDC amounts that have been removed from 27 

rate base.  The adjustment reflects total company amounts and is allocated based on the 28 

Cost of Service allocator applied to each respective plant amount.  As a result of the 29 

adjustment, gross plant decreased by $35,827,674 and accumulated depreciation increased 30 
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by $6,131,558. This results in a net plant decrease of $29,696,116. This adjustment was 1 

necessary to calculate a beginning HY adjustment amount for Attachment D-2. 2 

 3 

Q. Please explain WP B-10 BHY, and the adjustment to net plant acquisition. 4 

A. Consistent with Order No. 8 in Docket No. 16-052-U, the Company only included the net 5 

acquisition adjustment as of March 31, 2022 for its purchase of the Redbud Power Plant.  6 

The other net acquisition adjustments included in the trial balance were removed from rate 7 

base resulting in a reduction to rate base of $2,380,939.  This adjustment was necessary to 8 

calculate a beginning HY adjustment amount for Attachment D-2. 9 

 10 

Ending Historic Year Adjustments 11 

Q. Please explain WP B 2-2 HY, the adjustment to partially remove the Company’s 12 

Windspeed investment.   13 

A. This adjustment reduces rate base by thirty four percent (34%) of the total Windspeed 14 

investment as of March 31, 2023 as recommended by Commission Staff and approved by 15 

Commission Order No. 6 in Docket No. 10-067-U. This decreased investment amount 16 

reduced the plant balance by $73,278,674 and accumulated depreciation by $20,082,840. 17 

This resulted in a net plant reduction of $53,195,834.  18 

 19 

Q. Please explain WP B 2-3 HY, the adjustment to remove transmission related 20 

investments paid for by third parties. 21 

A. This adjustment removes a percentage of certain OG&E transmission related items from 22 

rate base.  The percentage allocated to other LSEs was derived from the FERC 23 

Transmission Formula Rate True-Up Adjustment for the 2022 rate year.  The impact to 24 

plant in service was a decrease of $1,038,565,606 and a decrease to accumulated 25 

depreciation of $191,733,007 resulting in a net plant decrease of $846,832,599.  The 26 

working capital asset adjustment was a reduction to rate base of $6,514,792.  27 

 28 

 29 

 30 
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Q. Please explain WP B 2-4 HY, adjustment to accumulated depreciation rate 1 

differential. 2 

A. This adjustment is made to adjust accumulated depreciation for the differential between 3 

the FERC depreciation rates and Arkansas approved depreciation rates. Depreciation 4 

reported to FERC is a blended rate comprised of a combination of the currently approved 5 

Oklahoma and Arkansas rates. As a result, accumulated depreciation increased by 6 

$99,086,743, which is a decrease to net plant by the same amount. 7 

 8 

Q. Please explain WP B 2-5 HY, adjustment to capitalized incentives. 9 

A. This adjustment is made to remove a portion of capitalized incentives from rate base. The 10 

adjustment is consistent with the settlement agreement from the Company’s 2019 11 

Evaluation Report. The adjustment reflects total company amounts and is allocated based 12 

on the Cost of Service allocator applied to each respective plant amount. As a result of the 13 

adjustment, gross plant decreased by $5,441,082 and accumulated depreciation decreased 14 

by $283,557. Therefore, net plant decreased by $5,157,525.  15 

 16 

Q. Please explain WP B 2-6 HY, adjustment to AFUDC. 17 

A. This adjustment is made to jurisdictionalize AFUDC amounts that have been removed from 18 

rate base. The adjustment reflects total company amounts and is allocated based on the 19 

Cost of Service allocator applied to each respective plant amount. As a result of the 20 

adjustment, gross plant decreased by $35,827,674 and accumulated depreciation decreased 21 

by $7,128,456. This results in a net plant decrease of $28,699,219.  22 

 23 

Q. Please explain Schedule B-4 HY, adjustment to working capital assets. 24 

A. A component of OG&E’s rate base is working capital assets.  Consistent with the FRP 25 

Tariff Attachment C requirements, the Company adjusted working capital assets to 26 

represent a 13-month average. However, there were account balances where a 13-month 27 

average was not representative of a normal account balance, and the adjustment used year-28 

end March 31, 2023 values to more accurately reflect normal account balances. 29 

Additionally, some account balances were eliminated, because they were specific to 30 

another jurisdiction and not charged to Arkansas customers. The treatment for those 31 
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account balances was consistent with Order No. 8 in Docket No. 16-052-U. Along with the 1 

working capital asset adjustment related to WP B 2-3 HY, working capital assets were 2 

adjusted by another $1,858,775,197 for a total decrease to rate base for working capital 3 

assets of $1,858,775,197. The adjusted HY working capital asset balance is $647,696,717. 4 

 5 

Q. Please explain WP B 4-8 HY, Other Regulatory Assets and Amortization. 6 

A. The Company is requesting to amortize additional Arkansas pension settlements and a 7 

regulatory asset associated with a change in the Arkansas tax apportionment factor.  8 

Pension settlements totaling $2,557,399 for 2022-2023 were deferred as a regulatory asset, 9 

but the associated amortization has not been reflected in the HY true-up.  10 

 11 

Q. Is the associated amortization of these regulatory assets included in the HY true-up 12 

calculation? 13 

A. No.  The pension and regulatory tax asset amortizations on WP B 4-8 HY are not included 14 

in the HY.  The Company is requesting approval to recover the associated amortizations in 15 

this docket.  Those amortizations would be reflected beginning in the next HY and 16 

recovered in the next FRP docket.  The amortization associated with the pension 17 

settlements total $289,496 using an amortization based on the average future years of 18 

service. 19 

 20 

Q. Please explain Schedule B-10 HY, and the adjustment shown to net plant acquisition 21 

adjustment. 22 

A. Consistent with the order in Docket No. 16-052-U, the Company only included the net 23 

acquisition adjustment as of March 31, 2023 for its purchase of the Redbud Power Plant.2 24 

The other net acquisition adjustments included in the trial balance were removed from rate 25 

base resulting in a reduction to rate base of $2,306,266.  26 

 27 

 28 

 29 

 
2 Docket No. 16-052-U Direct Testimony of William L. Matthews, p. 11, ln 6-9 
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Q. Are there other rate base adjustments to the HY that you would like to explain? 1 

A. Yes, consistent with the FRP Tariff Attachment C requirements, the rate base amounts for 2 

construction work in progress (“CWIP”), Non-Utility plant, Plant Held for Future Use, and 3 

Asset Retirement Obligations were removed from the rate base for the beginning and end 4 

of the HY as reflected in Schedule B-1 and Schedule B-3. 5 

 6 

Q. Please list the Cost of Capital account adjustments the Company made.  7 

A. Chart 4 below lists all adjustments to Cost of Capital items that determine the Benchmark 8 

Rate of Return on Rate Base (“BRORB”). 9 

Chart 2 

Adjustment Description 
Attachment D supporting workpapers Long-Term Debt 
Attachment D supporting workpapers Common Equity 
Schedule C-10 ADIT 
Schedule D-6.1 Current and Accrued Other Liabilities 
Attachment D supporting workpapers Post-1970 Investment Tax Credits 
Attachment D supporting workpapers Customer Deposits 
Attachment D supporting workpapers Short-Term Debt 
Attachment D supporting workpapers Other Capital 

 

Q. Please identify the Cost of Capital adjustments the FRP Tariff describes to calculate 10 

a BRORB for the HY.  11 

A. The FRP Tariff Attachment C and Attachment D-5 identify specific Cost of Capital 12 

balances and the type of average to be used for the calculation of a BRORB. According to 13 

the FRP Tariff: a 13-month average is used for Current and Accrued Other Liabilities 14 

(“CAOL”); a beginning and ending year average is used for Accumulated Deferred Income 15 

Taxes (“ADIT”) while the Long-Term Debt, Common Equity, Post-1970 Investment Tax 16 

Credits, Customer Deposits, Short-Term Debt and Other Capital amounts use a September 17 

30 (mid-year) balance.  The Debt to Equity ratio for external capital, including short-term 18 

debt of 2.9% is fixed at 50/50, and the return on equity of 9.5% are all based on the last 19 

general rate case Docket No. 16-052-U. 20 

 21 

 22 
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Q. Please generally describe the adjustments the Company made to calculate a BRORB 1 

for the HY.  2 

A. In the Attachment D workpapers, the Company made adjustments to calculate a BRORB. 3 

The workpapers start with the trial balance values as of March 31, 2023, then makes 4 

adjustments consistent with those listed on FRP Tariff Attachment C, which are detailed 5 

above.  6 

 7 

Q. Are there specific HY adjustments that you would like to provide additional detail?  8 

A. Yes, I would like to further explain the Company’s adjustments to CAOL. In Schedule D-9 

6.1 HY, the Company made adjustments to its CAOL account balances to get to a 13-10 

month average. However, there were account balances where a 13-month average was not 11 

representative of a normal account balance, and the adjustment used year-end March 31, 12 

2023 values instead. Additionally, some account balances were eliminated, instead of using 13 

a 13-month average because they were specific to another jurisdiction or they were treated 14 

in a similar manner to the settlement in Docket No. 16-052-U. This is treatment similar to 15 

that of the working capital assets.  16 

 17 

Q. Did the Company make any Revenue adjustments in the Evaluation Report? 18 

A. Yes. Please see the Direct Testimony of OG&E witness Johnny Nguyen for an explanation 19 

of the revenue adjustments made in this Evaluation Report. 20 

 21 

Q. Please list the Expense adjustments the Company made.  22 

A. See Chart 5 for a list of all expense adjustments. 23 

Chart 3 

Adjustment Description 
WP C 2-12 HY Pensions, Medical & Other Employee Costs 
WP C 2-13 HY Advertising 
WP C 2-14 HY Insurance Expense 
WP C 2-15 HY Payroll Adjustment at Year End 
WP C 2-16 HY Payroll Taxes  
WP C 2-17 HY Regulatory Expense 
WP C 2-18 HY Bad Debt Expense 
WP C 2-19 HY Vegetation Management 
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WP C 2-20 HY DPR Expense Removal 
WP C 2-21 HY Removal Of Transmission Cost Recovery Rider 
WP C 2-22 HY Fuel Expense Removal 
WP C 2-23 HY Depreciation And Amortization 
WP C 2-24 HY Removal Of Regulatory Asset Amortization 
WP C 2-26 HY Acquisition Adjustment Amortization 
WP C 2-27 HY EECR Expense Removal 
WP C 2-28 HY Storm Cost Recovery 
WP C 2-29 HY Entertainment, Gifts and Other 
WP C 2-30 HY Transmission Expenses Recovered From LSE's 
WP C 2-31 HY Eliminate Revenue & Expense to/from OG&E 
WP C 2-32 HY Other Amortization For Regulatory Assets 
WP C 2-33 HY STI and related taxes 
WP C 2-34 HY LTI and related taxes 

 

Q. Please generally describe the adjustments the Company made to expenses.  1 

A. Pursuant to FRP Attachment C, the Company used actuals based on the Company’s trial 2 

balance for the HY expense balances. The adjustments made during this time period were 3 

either to remove expenses related to riders, adjustments consistent with the Company’s last 4 

general rate case and Order No. 8 in Docket No. 16-052-U, and other adjustments.  5 

 6 

Q. Please identify the workpapers, for the HY, where the Company provided 7 

information, but made no adjustments. 8 

A. OG&E did not make any adjustments to the HY trial balance amounts for adjustments: C 9 

2-12 HY, C 2-15 HY, C 2-16 HY, C 2-19 HY, and C 2-28 HY. These workpapers show 10 

the HY account balances but make no adjustments to the HY. This was done for 11 

transparency or to show a jurisdictional breakdown of costs for use in the Cost of Service 12 

Study. 13 

 14 

Q. Please explain WP C 2-13 HY, the adjustment to remove certain advertising expense. 15 

A. Arkansas law defines advertising expenses that may be included by a public utility in its 16 

operating expenses for ratemaking purposes.3 OG&E excluded expenses that did not meet 17 

the statutory definition.  This results in a total adjustment to reduce expenses by 18 

 
3 ARK. CODE ANN. § 23-4-207 (2015).  
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$3,978,250.  This adjustment includes removal $125,000 of wind power education expense 1 

that was incurred during the HY.  These costs are recovered through another cost recovery 2 

mechanism and should therefore be excluded.   3 

   4 

Q. Please explain WP C 2-14 HY, the adjustment to insurance expense. 5 

A. The Company used the actual HY insurance expense and made an adjustment to remove 6 

50% of the Directors & Officers Liability expense consistent with the Settlement in Docket 7 

No. 16-052-U.4 The adjustment decreases expenses by $705,077.   8 

 9 

Q. Please explain WP C 2-17 HY, the adjustment to regulatory expenses. 10 

A. For this adjustment, the Company removed regulatory expenses associated directly with 11 

the Oklahoma and FERC jurisdictions, and only included actual regulatory expenses in the 12 

HY. The Adjustment amounts to a decrease to expenses of $3,891,642. 13 

 14 

Q. Please explain WP C 2-18 HY, the adjustment to bad debt expense. 15 

A. This adjustment removes the Oklahoma jurisdiction portion of bad debt and decreases 16 

operating expense by $3,093,173. 17 

 18 

Q. Please explain the adjustment WP C 2-20 HY, Oklahoma Demand Program Rider 19 

Expense Removal. 20 

A. This adjustment removes the HY expenses related to the Oklahoma demand side 21 

management programs and energy efficiency expenses recovered through its Energy 22 

Efficiency Programs Rider (“EEP”). This adjustment decreases operating expense by 23 

$38,799,176. 24 

 25 

Q. Please explain the adjustment WP C 2-21 HY, Removal of Transmission Cost 26 

Recovery Rider. 27 

A. This adjustment removes the HY expenses related to the transmission costs that are 28 

recovered through the Transmission Cost Recovery Rider (“TCR”), which is a decrease to 29 

 
4 Docket No. 16-052-U Direct Testimony of Troy Eggleton, p. 5, ln 5-7 
 

APSC FILED Time:  10/2/2023 12:31:03 PM: Recvd  10/2/2023 12:25:44 PM: Docket 18-046-FR-Doc. 347



Direct Testimony Peggy Millspaugh 
Docket No. 18-046-FR 
 

15 
 

operating expenses of $72,903,724. Also, SPP fees directly charged to certain customers 1 

were also removed, which amounts to $2,803,499. The total adjustment decreases 2 

operating expense by $86,316,152. 3 

 4 

Q. Please explain the adjustment WP C 2-22 HY, Fuel Expense Removal. 5 

A. This adjustment removes all fuel and purchased power costs from the HY that are 6 

associated with the Energy Cost Rider (“ECR”). This adjustment decreases operating 7 

expense by $1,548,142,352.   8 

 9 

Q. Please explain WP C 2-23 HY, the adjustment to depreciation expense. 10 

A. This adjustment to depreciation expense accounts for the rate differential determined in 11 

adjustment B 2-4 HY.  This decreased the HY level of depreciation by $1,681,249.  Also, 12 

the Company has removed depreciation expense of $1,324,416 associated with 34 percent 13 

of the Windspeed transmission project that was removed from rate base in adjustment B 2-14 

2 HY.  The Company removed depreciation expense of $177,628 associated with the 15 

Capitalized Incentives adjustment B 2-5 HY, and it removed depreciation expense of 16 

$996,898 associated with the AFUDC adjustment B 2-6 HY. In total, these adjustments 17 

resulted in a decrease to operating expenses of $4,180,190.   18 

 

Q. Please explain WP C 2-24 HY, the adjustment related to the removal of various 19 

regulatory asset amortization amounts. 20 

A. This adjustment removes amortizations of regulatory assets associated with the Oklahoma 21 

jurisdiction and decreases operating expenses by $34,810,018. 22 

 23 

Q. Please explain WP C 2-26 HY, the adjustment to include acquisition adjustment 24 

amortization. 25 

A. An acquisition adjustment is based on the difference between the purchase price of an asset 26 

and its original cost.  This adjustment is only related to the acquisition adjustment for the 27 

Redbud Power Plant, consistent with the Settlement in Docket No. 16-052-U.  This 28 

amortization is the equivalent of depreciation expense for the acquisition premium 29 
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associated with the plant purchase.  This adjustment increases operating expenses by 1 

$5,492,663. 2 

 3 

Q. Please explain the adjustment WP C 2-27 HY, Arkansas Energy Efficiency Rider 4 

Expense Removal. 5 

A. This adjustment removes the HY expenses related to the Arkansas demand side 6 

management programs and energy efficiency expenses recovered through the Energy 7 

Efficiency Cost Rider (“EECR”). This adjustment decreases operating expense by 8 

$5,436,165. 9 

 10 

Q. Please explain WP C 2-29 HY, the adjustment to remove certain non-recoverable 11 

items. 12 

A. This adjustment removes costs related to entertainment, gifts, dues, and other non-13 

recoverable costs that were included in various FERC accounts during the HY.  OG&E 14 

proposes a decrease to operating expenses of $2,583,396. 15 

 16 

Q. Please explain WP C 2-30 HY, the adjustment to remove expenses for transmission 17 

related plant paid for by third parties. 18 

A. The Company is also requesting that the operating expenses associated with the excluded 19 

transmission plant in service (WP B 2-3 HY) be removed from its Arkansas jurisdictional 20 

cost of service. The transmission plant in service and associated operating expenses to be 21 

excluded is that portion constructed as SPP Base Plan upgrades for which OG&E receives 22 

revenues from other members of the SPP. This adjustment includes Transmission O&M, 23 

Administration & General Expenses, Depreciation Expenses and Taxes Other than Income 24 

Taxes, and is a decrease to operating expenses of $40,577,120. 25 

 26 

Q. Please explain WP C 2-31 HY, the adjustment to remove intracompany SPP fees. 27 

A. An adjustment is necessary to eliminate expenses received by OG&E from the SPP for 28 

network transmission service provided by OG&E.  The FERC has provided guidance to 29 

the industry that while these are intracompany charges and are normally eliminated in 30 

accordance with generally accepted accounting principles (“GAAP”), they should be 31 
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reflected as a gross amount in the FERC Form 1.  This adjustment decreases expenses by 1 

$154,321,832, and there is a corresponding related revenue adjustment. 2 

 3 

Q. Please explain WP C 2-32 HY, the adjustment for other amortization for regulatory 4 

assets. 5 

A. There was an adjustment made to include the amortization of transmission related 6 

allowance for funds used during construction (“AFUDC”) in the HY, which increased 7 

operating expense by $214,317. This workpaper also shows, for informational purposes, 8 

amounts that are direct assigned to Arkansas. Pursuant to Commission Order No. 8 issued 9 

in Docket No. 10-109-U, OG&E is allowed to accrue a regulatory asset for costs related to 10 

Smart Grid stranded meters as well as customer pricing education costs.  The HY ending 11 

balance of the regulatory asset associated with both items is $60,157 and $16,538, 12 

respectively. The Commission order authorized a six-year amortization of these costs.  The 13 

amortization of these two regulatory assets are direct assigned to the Arkansas Jurisdiction 14 

in the amount of $360,938 for stranded meters and $99,231 for customer pricing education. 15 

The only adjustment made was to increase operating expense by $214,317, the rest of the 16 

data is for informational purposes only.   17 

 18 

Q. Please explain WP C 2-33 HY, the adjustment to short-term incentive compensation. 19 

A. The Company used the actual HY amounts for short-term incentive (“STI”) compensation 20 

and made adjustments consistent with the Settlement in Docket No. 16-052-U. The 21 

adjustment allows the Company to include all of the operational STI measures and only 22 

allows half of the financial measures.5 This adjustment decreased operating expenses by 23 

$6,160,587 for STI and $473,941 for payroll taxes on STI for a total decrease of 24 

$6,634,528.   25 

 26 

Q. Please explain WP C 2-34 HY, the adjustment to long-term incentive compensation. 27 

A. The Company used the actual HY amounts for long-term incentive (“LTI”) compensation 28 

and made adjustments consistent with the Settlement in Docket No. 16-052-U. This 29 

 
5 Docket No. 16-052-U Direct Testimony of Claude Robertson, p. 9, ln 10-14 
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adjustment removes all LTI from operating expenses, which decreases operating expenses 1 

by $8,797,483 for LTI and $676,801 for payroll taxes on LTI for a total decrease of 2 

$9,474,284.   3 

III. RECOMMENDATION 4 

Q. What is your overall recommendation to the Commission? 5 

A. I recommend that the Commission approve the adjustments discussed in this testimony and 6 

find that OG&E is in compliance with the requirements of the FRP. 7 

  8 

Q. Does this conclude your testimony? 9 

A. Yes.  10 
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CERTIFICATE OF SERVICE 

I, Lawrence E. Chisenhall, Jr., hereby state that a copy of the foregoing instrument was 
served on all the parties of record via the APSC Electronic Filing System on this the 2nd day of 
October, 2023.  

 

       /s/ Lawrence E. Chisenhall, Jr. 

 Lawrence E. Chisenhall, Jr. 

APSC FILED Time:  10/2/2023 12:31:03 PM: Recvd  10/2/2023 12:25:44 PM: Docket 18-046-FR-Doc. 347


