
BEFORE THE CORPORATION COMMISSION OF TILE STATE OF OKLAHOMA

APPLICATION OF PUBLIC SERVICE
COMPANYOF OKLAHOMA FOR
DETERMINATION THAT ADDITIONAL CAUSE NO PUD 200500516

ELECTRIC GENERATING
CAPACITY WILL BE USED ANT USEFUL

APPLICATION OF PUBLIC SERVICE
COMPANYOF OKLAHOMA FOR
DETERMINATION THAT ADDITIONAL CAUSE NO PUD 200600030

BASELOAD ELECTRIC GENERATING
CAPACITY WILL BE USED AND USEFUL

IN THE MATTER OF THE APPLICATION OF
OKLAHOMA GAS AND ELECTRIC COMPANY CAUSE NO PUT 200700012

FOR AN ORDER OF THE COMMISSION
GRANTING PREAPPROVAL TO CONSTRUCT
RED ROCKGENERATING FACILITY AND CONSOLIDATED
AUTHORIZING RECOVERY RIDER

OKLAHOMA GAS AND ELECTRIC COMPANYS
APPEAL TO THE REPORT OF THE
ADMINISTRATIVE LAW JUDGE

COMES NOW OKLAHOMA GAS AND ELECTRIC COMPANY OGE OR COMPANY AND

RESPECTFULLY REQUESTS THAT THE OKLAHOMA CORPORATION COMMISSION COMMISSION REVERSE OR

MODIFY CERTAIN PORTIONS OF THE REPORT OF THE ADMINISTRATIVE LAW JUDGE ALT REPORT FILED

AUGUST 21 2007 IN THE ABOVESTYLED CAUSES OGE RESPECTFULLY SUBMITS THAT THE ADMINISTRATIVE

LAW JUDGE AU CORRECTLY RECOMMENDED APPROVAL OF THE RED ROCK CONSTRUCTION RIDER

RRCR BUT ERRED IN DISALLOWING RECOVERY THROUGH THE RIDER OF INCOME TAXES WHICH WILL BE

PAID BY THE COMPANY AS RESULT OF THE RRCR COLLECTIONS IN ADDITION OGE SUBMITS THAT THE

ALT MAGNIFIED THE ERROR IF IN FACT THE RECOMMENDATION INCLUDES DISALLOWANCE OF ALLOWANCE FOR

FUNDS USED DURING CONSTRUCTION AFUTC TREATMENT FOR SUCH INCOME TAXES



INTRODUCTION

IT SHOULD BE UNDERSTOOD THAT THIS APPEAL REPRESENTS AN EXCEPTION TO OGE GENERAL

AGREEMENT WITH THE AU FINDINGS AND RECOMMENDATIONS THE COMPANY AGREES WITH THE AU

FINDING THAT THERE IS NEED FOR THE CAPACITY REPRESENTED BY THE RED ROCK PLANT ON OGE

SYSTEM IN THE 2012 TIMEFRAME REPORT OF AU PAGE 10 OGE ALSO AGREES WITH THE AUS

CONCLUSION THAT RED ROCK BENEFITS CUSTOMERS AND WOULD BE USED AND USEFUL REPORT OF AU

PAGE 16 EXCEPT AS OTHERWISE DESCRIBED HEREIN OGE AGREES THAT THE RRCR IS THE APPROPRIATE

MECHANISM FOR RECOVERING FINANCING COSTS DURING CONSTRUCTION REPORT OF AU PAGE 27 THE

COMPANY ALSO AGREES THAT GAC 16535385 IS APPLICABLE TO THIS CAUSE AND WITH THE AUS

CHARACTERIZATION OF HEDGING ISSUES REPORT OF ALT PAGE 26 AND PAGE 25 RESPECTIVELY ALSO

OGE AGREES WITH THE RECOMMENDATION THAT THE COMPANY PROCEED WITH THE DEMAND SIDE

MANAGEMENT APPROACHES DESCRIBED IN ATTACHMENT OF THE ALT REPORT REPORT OF ALT PAGE

27

ARGUMENT AND AUTHORITY FOR REVERSAL OR MODIFICATION

PROPOSITION THE ADMINISTRATIVE LAW JUDGE AU CORRECTLY RECOMMENDED

APPROVAL OF THE RRCR BUT ERRED IN DISALLOWING RECOVERY OF INCOME TAXES WHICH WILL BE

PAID BY THE COMPANY AS COMPONENT OF THE RRCR

THE ALTS RECOMMENDATION AT PAGE 27 INCLUDES THE FOLLOWING

OGE SHOULD BE PERMITTED TO RECOVER RETURN ON

THE COSTS OF FINANCING THE CONSTRUCTION OF THE RED ROCK FACILITY

EQUAL TO THE RATE OF RETURN AUTHORIZED BY THE COMMISSION IN ITS

MOST RECENT RATE CASE THE PROPOSED RED ROCK CONSTRUCTION RIDER

IS AN APPROPRIATE MECHANISM FOR RECOVERY OF RETURN ON THE

FINANCING COSTS SINCE IT CONTAINS TRUEUP MECHANISM WHICH WILL



ENSURE THE RATEPAYERS PAY NO MORE THAN IS PAID BY OGE FOR

FINANCING COSTS AS WITH PSO THE RATE OF RETURN SHOULD NOT BE

GROSSED UP FOR TAXES TO REFLECT THE ANTICIPATED GROWTH IN

CUSTOMERS AND REVENUE ON OGES SYSTEM WHICH IS THE BASIS FOR

THE COMMISSIONS DETERMINATION THAT ADDITIONAL BASELOAD CAPACITY

IS REQUIRED BY OGE EMPHASIS ADDED

OGE BELIEVES THE RRCR WILL BENEFIT BOTH CUSTOMERS AND THE COMPANY OGE ALSO

IDENTIFIES THREE FUNDAMENTAL ERRORS RELATED TO THE AUS RECOMMENDATION CONCERNING

DISALLOWANCE OF THE INCOME TAX EXPENSE ADDITIONALLY THE COMPDNY BELIEVES THE

RECOMMENDATION MADE BY THE REFEREE IN THE RECENT RATE CASE OF PUBLIC SERVICE COMPANY OF

OKLAHOMA P50 APPROPRIATELY RECOGNIZES THAT FULLY FUNDED RIDER IS IN THE BEST INTERESTS OF

UTILITY CUSTOMERS AND SHAREOWNERS

THE RECORD IN THIS CAUSE DEMONSTRATES THAT FULL RECOVERY OF RED ROCK FINANCING

COSTS THROUGH THE RRCR WILL MATERIALLY BENEFIT BOTH CUSTOMERS AND THE COMPANY

USE OF THE RRCR WILL ALLOW THE COMPANY TO IMPROVE ITS POSITION IN THE CAPITAL MARKETS

HATFIELD DIRECT AT 14 AND MOTLEY DIRECT AT P2 SUPPORT THE MAINTENANCE OF ITS BBB DEBT

RATINGS GRAVES DIRECT AT PP 2324 AND MINIMIZE INTEREST EXPENSE ON NEW OR REFINANCED DEBT

HATFIELD DIRECT AT 27 THESE BENEFITS ULTIMATELY FLOWTHROUGH TO CUSTOMERS AS LOWER UTILITY

RATES HATFIELD TRANSCRIPT 73007 AT 22 AND MOTLEY TRANSCRIPT 73007 AT PP 151 AND 158

BECAUSE OGE WILL FILE RATE CASE IN 2009 AND ANTICIPATES FILING RATE CASE IN 2011 THESE

INTEREST COST SAVINGS WILL BE FLOWED THROUGH EXPEDITIOUSLY

THERE IS NO DETRIMENT TO CUSTOMERS FROM IMPLEMENTATION OF THE RRCR THE EVIDENCE

SHOWS THAT THE PRESENT VALUE OF REVENUE REQUIREMENTS IS THE SAME WHETHER OGE RECOVERS ITS

CONSTRUCTION FINANCING COSTS THROUGH THE RRCR OR BY THE AMORTIZATION OF AFUDC BALANCES OVER

THE DEPRECIABLE LIFE OF RED ROCK GRAVES DIRECT AT PP 67 REVENUES RECOVERED THROUGH THE

RRCR DO NOT CREATE ADDITIONAL EARNINGS FOR OGE BECAUSE RED ROCK RIDER REVENUES ARE OFFSET



BY NEGATIVE AFUDC BOOKED TO RECOGNIZE THE CURRENT RECOVERY OF CONSTRUCTION FINANCING COSTS

THE RED ROCK RIDER REVENUES SIMPLY OFFSET THE RELATED FINANCING COSTS NO MORE AND THEREFORE DO

NOT CREATE ANY INCREMENTAL MARGIN OR PROFIT

THE AU HOWEVER HAS RECOMMENDEDTHAT THE RRCR NOT BE GROSSED UP FOR INCOME

TAXES TO REFLECT THE ANTICIPATED GROWTH IN CUSTOMERS AND REVENUE ON OGES SYSTEM

REPORT OF AU PAGE 27 IF THIS LANGUAGE CONTEMPLATES TOTAL DISALLOWANCE OF RECOVERY OF

INCOME TAX EXPENSE IT WOULD REDUCE THE EFFECTIVE RETURN ON EQUITY TO 659 THE ADOPTION OF

SUCH AN APPROACH WOULD NOT ALLOW THE COMPANY TO MOVE FORWARD WITH THE CONSTRUCTION OF THE

RED ROCK PLANT

IF IN FACT THE INTENT IS TO DISALLOW CURRENT RECOVERY THROUGH THE RRCR BUT ALLOW THE

ACCRUAL OF THE INCOME TAX EXPENSE FOR FUTURE RECOVERY THE NEGATIVE IMPACT FROM ADOPTION OF THAT

RECOMMENDATION WOULD RESULT IN THE COMPANY RECONSIDERING ITS OPTIONS FOR MEETING FUTURE

CUSTOMER REQUIREMENTS GIVEN THE COMPANYS SIXYEAR CONSTRUCTION BUDGET SUCH MODIFICATION

OF THE RRCR WILL LIKELY OFFER INADEQUATE SUPPORT FOR MAINTAINING THE COMPANYS BBB RATING

AND IMPAIR THE COMPANYS ABILITY TO MAKE NEEDED INFRASTRUCTURE AND RELIABILITY EXPENDITURES

AS APPARENTLY RECOGNIZED BY THE ALT IMPLEMENTING RECOVERY RIDER FACILITATES LOWER

INTEREST EXPENSE COSTS PROSPECTIVELY HOWEVER THE BENEFITS OF LOWER DEBT COSTS FOR THE COMPANY

AND ITS CUSTOMERS ARE UNDERCUT BY DISALLOWING CURRENT RECOVERY FOR THE INCOME TAXES TO BE PAID

ON THE CASH FLOW GENERATED BY THE RRCR

DISALLOWANCE OF THE RECOVERY OF INCOME TAX EXPENSE DOES NOT PERMIT OGE TO RECOVER ITS COMMISSION

AUTHORIZED RETURN ON EQUITY FOR EQUITY FUNDS USED TO FINANCE THE CONSTRUCTION OF RED ROCK SPECIFICALLY WITHOUT

RECOVERY OF THE INCOME TAX COMPONENT OF THE FINANCING COSTS OGE WILL ONLY RECEIVE APPROXIMATELY 659
0387 0613 1075 659 RETURN ON EQUITY INSTEAD OF THE 1075 AUTHORIZED BY THE COMMISSION

THE DISALLOWANCE FOR THE RECOVERY OF THE INCOME TAX EXPENSE COMPONENT OF THE RIDER DECREASES OGES CASH FLOW

DURING THE CONSTRUCTION OF RED ROCK IT IS UNCLEAR FROM THE AUS RECOMMENDATION WHETHER THE INTENT IS TO ALSO

DISALLOW RECOVERY FOR THE INCOME TAX EXPENSE COMPONENT AS AFUDC OVER THE DEPRECIABLE LIFE OF RED ROCK IF THAT

IS THE CASE THE EARNINGS DURING CONSTRUCTION OF RED ROCK AND CASH FLOW OVER THE DEPRECIABLE LIFE OF RED ROCK ARE

ALSO LESS



THE AUS RECOMMENDATION CONCERLIN2 DISALLOWANCE OF THE INCOME TAX EXPENSE IS

INCONSISTENT WITH REFEREE JACKIE MILLERS RECOMMENDATIONS

IN CAUSE NO PUD 200600285 INVOLVING THE UTILITY RATES FOR P50 REFEREE MILLER

RECOGNIZES THE POTENTIAL BENEFIT TO CUSTOMERS OF THE PROPOSED RRCR APPROACH SHE RECOMMENDS

RIDER BE AUTHORIZED FOR PSO THAT INCLUDES RECOVERY OF INCOME TAX EXPENSE NOTING

THE REFEREE FINDS THAT THERE MAY BE BENEFITS TO SETTING IN PLACE PROCESS

THAT WOULDALLOW FOR THE MORE TIMELY RECOVERY OF CONSTRUCTION COSTS IN

MORE EFFICIENT MANNER THAN THE TYPICAL RATE CASE PROCESS EXHIBIT 183

MATHAI REBUTTAL AT 10 1528 BECAUSE OF THE MAGNITUDE OF P50S

PROPOSED CONSTRUCTION PLAN THE ABILITY OF P50 TO RECOVER ITS COSTS WILL

BE CRITICAL TO THE INVESTMENT COMMUNITY AND COULD RESULT IN LOWER COSTS

TO CUSTOMERS THE REFEREE FINDS THAT THE PROCESS OFFERED BY STAFFS

PROPOSED NGTR WOULD RESULT IN SUBSTANTIALLY LESS TIME AND RESOURCES FOR

ALL PARTIES AS COMPARED TO SEQUENCE OF TRADITIONAL RATE CASES

FURTHERMORE THERE MAY BE OTHER BENEFITS TO CUSTOMERS ACCORDING TO

P50 BY ALLOWING RETURN ON CWIP THE NOMINAL FIRST YEAR BENEFIT TO

CUSTOMERS IS 412 MILLION EXHIBITS 13 14 SARTIN DIRECT AT IN

CONTRAST TO ACCRUING AFUDC BY ALLOWING RETURN ON CWIP THE

ULTIMATE TOTAL RATE INCREASE ASSOCIATED WITH THE PLANT WILL BE 100

INSTEAD OF 132 EXHIBITS 13 14 SARTIN DIRECT AT SEE ALSO EXHIBIT

183 MATHAI REBUTTAL AT REBUTTAL EXHIBIT GM2 HOWEVER THE REFEREE

ALSO DIRECTS TO THE COMMISSION ATTENTION THE EXHIBITS OF THE QIEC

EXHIBIT MGI FOR CONSIDERATION OF THIS ISSUE EMPHASIS ADDED

IN ADDITION THE COMPANY BELIEVES THE AUS RECOMMENDATION IN THIS CAUSE TO

DISALLOW RECOVERY OF INCOME TAX EXPENSE THROUI THE RRCR IS IN ERROR BECAUSE

DISALLOWANCE OF RECOVERY FOR INCOME TAX EXPENSE THROUGH THE RRCR IS NOT BASED

ON ANY EVIDENCE IN THE CASE RECORD

CAUSE NO PIJD 200600285 REPORT OF REFEREE AT PAGE 152 AND HEARING EXHIBIT 181



IF THE ALLS INTENT IS TO DISALLOW RECOVERY FOR INCOME TAX EXPENSE AS COMPONENT

OF AFUDC OVER THE DEPRECIABLE LIFE OF RED ROCK SUCH DISALLOWANCE IS NOT

JUSTIFIED BASED ON EVIDENCE IN THE CASE RECORD AND WOULD CONSTITUTE AN UNLAWFUL

TAKING AND

DISALLOWANCE FOR INCOME TAX EXPENSE BASED ON EXPECTATIONS FOR REVENUES FROM

CUSTOMER GROWTH ON OGES SYSTEM IS NOT JUSTIFIED BASED ON THE EVIDENCE IN THE

RECORD FOR THIS CAUSE

THERE IS NO BASIS TO DISALLOW RECOVERY FOR THE INCOME TAX EXPENSE THROUI THE

RRCR

THE AUS DECISION TO NOT ALLOW FOR INCOME TAX EXPENSE RECOVERY THROUGH THE RRCR HAS

NO EVIDENTIARY SUPPORT IN THE RECORD OGE CLEARLY DEMONSTRATES THAT FINANCING COSTS INCLUDE

INTEREST EXPENSE RETURN ON EQUITY AND RELATED INCOME TAX EXPENSE NO PARTY TO THE CASE

ADVOCATED OTHERWISE FURTHER NO PARTY SPECIFICALLY ADVOCATED THAT THE INCOME TAX EXPENSE

COMPONENT OF THE FINANCING COSTS SHOULD NOT BE RECOVERED FROM CUSTOMERS

THERE IS NO BASIS TO FURTHER DISALLOW RECOVERY FOR THE INCOME TAX EXPENSE AS

COMPONENTOF AFUDC AND SUCH DISALLOWANCE WOULDBE UNLAWFUL

IT IS NOT CLEAR FROM THE AUS RECOMMENDATION WHETHER SHE IS RECOMMENDING PERMANENT

DISALLOWANCE OF THE INCOME TAX EXPENSE RELATED TO THE EQUITY RETURN COMPONENT OF THE RED ROCK

FINANCING COSTS AS MATTER OF POLICY THE COMMISSION SHOULD REVERSE ANY INTERPRETATION OF THE

SOUTHWESTERN PUBLIC SERVICE CO STATE OUTLINES THE CONSTITUTIONAL SAFEGUARD AFFORDED TO UTILITY WHEREIN

ALABAMA PUBLIC SERVICE CORN SOUTH CENT BELL TEL COALA 348 SO2D 443 SUMMARIZES AS FOLLOWS THE JUST

COMPENSATION SAFEGUARDED TO UTILITY BY THE 14TH AM TO THE US CONST IS REASONABLE RETURN ON THE VALUE OF THE

PROPERTY USED AT THE TIME THAT IS BEING USED FOR THE PUBLIC SERVICE AND RATES NOT SUFFICIENT TO YIELD THAT RETURN ARE

CONFISCATORY SOUTHWESTERN PUBLIC SERVICE CO STATE 1981 OK 136 637 P2D 92 96 CITING

SOUTHWESTERN BELL TEL CO STATE 204 OKL 225 230 P2D 260 1951 APPLICATION OF SOUTHWESTERN BELL TEL CO
OKI 575 P2D 624 1978 WILEY OKLAHOMA NATURAL GAS COMPANY OKL 429 P2D 957 1967 BLUEFIELD

WATERWORKS IMPROV CO PUBLIC SERVICE COMNOF VA 262 US 679 43 SCT 675 67 LED 1176 1923
FEDERAL POWER COMN HOPE NATURAL GAS CO 320 US 591 64 SCT 281 88 LED 333 1944

SEE FOOTNOTE



ALLS RECOMMENDATION THAT DOES NOT CORRECTLY ALLOW FOR THE CURRENT RECOVERY OF TOTAL FINANCING

COSTS INCLUDING THE RELATED INCOME TAX EXPENSE MOREOVER IN NO CIRCUMSTANCE SHOULD OGEBE

DENIED THE RIGHT TO DEFER AND CAPITALIZE ANY UNRECOVERED EXPENSE RELATED TO FINANCING COSTS TO

MAKE OGE WHOLE FOR ITS COSTS ANY SUCH DEFERRAL MUST BE CAPITALIZED AND SUBSEQUENTLY

RECOVERED OVER THE DEPRECIABLE LIFE OF RED ROCK IN ORDER TO AVOID AN UNLAWFUL TAKING

IN SCHEDULE ATTACHED HERETO OGE DEMONSTRATES THE SIGNIFICANCE OF THE POTENTIAL

DISALLOWANCE FOR THE RECOVERY OF INCOME TAX EXPENSE OGE CALCULATES THAT BASED ON THE

ESTIMATED FINANCING COSTS FOR RED ROCK OGE WOULD NOT BE COMPENSATED FOR FINANCING COSTS OF

1069 MILLION RELATED TO INCOME TAX EXPENSE

AS ILLUSTRATED ABOVE IF OGE RECOVERS ITS FULL FINANCING COSTS IT WILL PAY AN ESTIMATED

1069 MILLION IN CASH TO THE STATE AND FEDERAL GOVERNMENTS FOR INCOME TAX EXPENSE RELATED TO THE

EQUITY RETURN COMPONENT OF THE RED ROCK CONSTRUCTION FINANCING COSTS THE INCOME TAX EXPENSE

PAID ON REVENUES RECOVERED THROUGH UTILITY RATES IS CONSIDERED PRUDENT COST OF PROVIDING

SERVICE PRUDENTLY INCURRED COSTS NECESSARY FOR PROVIDING UTILITY SERVICE SHOULD BE RECOVERED

FROM CUSTOMERS BECAUSE THERE IS NO FINDING BY THE AU THAT THE EQUITY FINANCING COSTS AND THE

RELATED INCOME TAX EXPENSE WOULD BE IMPRUDENT AS MATTER OF REGULATORY PRACTICE AND LAW

OGE SHOULD BE AUTHORIZED TO RECOVER THOSE COSTS TO DENY RECOVERY OF INCOME TAX EXPENSE

ONLY ALLOWS OGE TO RECOVER 659 RETURN ON THE EQUITY FUNDS USED TO FINANCE THE

CONSTRUCTION OF RED ROCK THIS RETURN ON EQUITY IS SUBSTANTIALLY LESS THAN THE COMMISSION

AUTHORIZED RETURN ON EQUITY OF 1075 MOREOVER THERE IS NO EVIDENCE IN THE RECORD SUPPORTING

SUCH RECOMMENDATION

SEE FOOTNOTE

THE ESTIMATED DISALLOWANCE FOR INCOME TAX EXPENSE CALCULATED IN THE ATTACHED SCHEDULE IS DERIVED FROM EVIDENCE

PRESENTED BY OGE WITNESS MOTLEY THROUGH HIS DIRECT TESTIMONY MOTLEY DIRECT P3 CHART BASED ON THAT

TESTIMONY AND OGES AUTHORIZED RATE OF RETURN THE RIDER AS RECOMMENDED BY THE AU DOES NOT PROVIDE FOR

APPROXIMATELY 268 OF THE FINANCING COSTS



THERE IS NO BASIS TO LUSTIFY DISALLOWANCE FOR THE INCOME TAX EXPENSE ON

EXPECTATIONS FOR REVENUES FROM CUSTOMER

THE AU JUSTIFIES NOT GROSSING UP THE EQUITY RETURN FOR INCOME TAX EXPENSE BECAUSE OF

ANTICIPATED REVENUES FROM CUSTOMER GROWTHON OGE SYSTEM SUCH CONCLUSION REQUIRES

SHOWING THAT EXPECTED CUSTOMER GROWTHGENERATES NET REVENUE INCREASE EQUAL TO OR GREATER THAN

THE INCOME TAX EXPENSE PROPOSED TO BE EXCLUDED FROM THE RRCR THERE IS NOTHING IN THE RECORD

OF THIS CAUSE WHICH SUPPORTS SUCH CALCULATION

EVEN THOUGH OGE EXPECTS CUSTOMER GROWTH THE RECORD DOES NOT QUANTIFY THE REVENUES

ASSOCIATED WITH THAT GROWTH NOR DOES THE RECORD OF THIS CAUSE PROVIDE BASIS TO QUANTIFY THE

OTHER COMPONENTS THAT WILL SIGNIFICANTLY INCREASE OGES COSTS FIRST CUSTOMER LOAD GROWTH

WILL REQUIRE OGE TO MAKE ADDITIONAL PLANT INVESTMENTS AND INCUR ADDITIONAL OPERATIONS AND

MAINTENANCE EXPENSES FOR NEW OR INCREASED USAGE BY CUSTOMERS ALSO BESIDES NORMAL INCREASES

IN COSTS FROM INFLATION AND OTHER FACTORS THE RECORD DOES SHOW THAT THE SIXYEAR CONSTRUCTION

PROGRAM BEING UNDERTAKEN BY OGE IS EXPECTED TO COST 30 BILLION OR MORE THAN TWICE THE

CAPITAL INVESTMENT EXPENDED IN THE PREVIOUS SIX YEARS HATFIELD DIRECT AT 14 AND HATFIELD

REBUTTAL AT PP 1415 THERE IS NOTHING IN THE RECORD OF THIS CAUSE WHICH SUGGESTS REVENUES

FROM LOAD GROWTH WILL BEGIN TO APPROACH THOSE ADDITIONAL COSTS

FINALLY OGES PROPOSED RRCR WOULD RECOVER THE FINANCING COSTS ON ONLY THE RED

ROCK PROJECT SMALL PORTION APPROXIMATELY 26 OF THE FINANCING COSTS ON THE 30 BILLION

CAPITAL EXPENDITURES EVEN IF THE CASHFLOW FROM GROWTH IN ELECTRICITY SALES WERE TO SOMEHOW

COVER THE INCREASE IN OPERATING COSTS IT WOULD BE EXPECTED TO MITIGATE ONLY SMALL PORTION OF THE

REGULATORY LAG RESULTING FROM THE REMAINING 22 BILLION OF ANTICIPATED CAPITAL EXPENDITURES



THE RECORD REFLECTS THAT IT IS MORE LIKELY THE COMPANY WILL FAIL TO EARN ITS AUTHORIZED RATE

OF RETURN ON EQUITY DURING THE CONSTRUCTION OF RED ROCK OGE WITNESS HATFIELD TESTIFIED THAT

HE EXPECTS THE COMPANY WOULD EARN LESS THAN TEN PERCENT RETURN ON EQUITY DURING THE

CONSTRUCTION OF RED ROCK EVEN WITH FULL RECOVERY OF THE RRCR HATFIELD TRANSCRIPT 73007 AT

PP 67 ALSO THE RECORD DEMONSTRATES THE REVENUES RECOVERED THROUGH THE RRCR DO NOT CREATE

ADDITIONAL EARNINGS FOR OGEMOTLEY TRANSCRIPT 73007 AT PP 15 8159 AND 233

CONCLUSION

FOR THE REASONS STATED HEREIN OGE BELIEVES THE BEST INTERESTS OF CUSTOMERS AND THE

COMPANY ARE SERVED BY REVERSING THE AUS RECOMMENDATION REGARDING THE DISALLOWANCE OF

RECOVERY THROUGH THE RRCR OF INCOME TAXES WHICH WILL BE PAID BY THE COMPANY

RESPECTFULLY SUBMITTED

OKLAHOMA GAS AND
CTRIC

COMPANYBY
WILLIAM BULLARD 01A 1302
PATRICK SHORE OBA 8205

BOX 321

OKLAHOMACITY OKLAHOMA 73101

405 5533182 405 5533198 FACSIMILE

DUSTIN FREDRICK OBA 19095

RAINEY ROSS RICE BINNS PLLC
735 FIRST NATIONAL CENTER WEST

120 NORTH ROBINSON

OKLAHOMA CITY OKLAHOMA 73102

405 2351356 405 2352340 FACSIMILE

AND



CLARK EVANS DOWNS

MARK WHITT

JONES DAY
51 LOUISIANA AVENUE NW
WASHINGTON DC 200012113

202 8793883 202 6261700 FACSIMILE

ATTORNEYS FOR OKLAHOMA GAS AND
ELECTRIC COMPANY

CERTIFICATE OF MAILING

HEREBY CERTIFY THAT ON THE 28TH DAY OF AUGUST 2007 TRUE AND CORRECT COPY OF THE

FOREGOING APPEAL WAS PROVIDED TO THE FOLLOWING

DAVID DYKEMAN JACK FITE

DEPUTY GENERAL COUNSEL WHITE COFFEE AND FITE

OKLAHOMA CORPORATION COMMISSION SUITE 100
RDPO BOX 520002000 1001 NW63 STREET

OKLAHOMA CITY OKLAHOMA 73 1522000 OKLAHOMA CITY OKLAHOMA 73162

WILLIAM HUMES RONALD STAKEM

ASSISTANT ATTORNEY GENERAL CLARK STAKEM WOOD PATTEN PC

313 NE 21ST STREET SUITE 400

OKLAHOMA CITY OKLAHOMA 731054894 101 PARK AVENUE

OKLAHOMA CITY OKLAHOMA 73102

FRED GIST

HALL ESTILL HARDWICK GABLE KENDALL PARRISH

GOLDEN NELSON PC COMINGDEER LEE GOOCH

100 BROADWAY SUITE 2900 6011 ROBINSON

OKLAHOMA CITY OKLAHOMA 73102 OKLAHOMA CITY OKLAHOMA 73118

THOMAS SCHROEDTER CHERYL VAUGHT

HALL ESTILL HARDWICK GABLE VAUGHT CONNER PLLC

GOLDEN NELSON PC 50 PENN PLACE BUILDING

320 BOSTON SUITE 400 1900 NWEXPRESSWAY SUITE 1300

TULSA OKLAHOMA74103 OKLAHOMA CITY OKLAHOMA 73118

RICK CHAMBERLAIN LEE PADEN

BEHRENS TAYLOR WHEELER CHAMBERLAIN PO BOX 52072

NE 63RD STREET SUITE 400 TULSA OKLAHOMA 741 0072

OKLAHOMA CITY OKLAHOMA 73105
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