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EFFECTIVE IN:  All territory served. 

PURPOSE:  The purpose of the Grid Enhancement Mechanism (“GEM”) is to recover the Oklahoma 

retail jurisdictional portion of the annual revenue requirement for grid enhancement capital 

expenditures associated with automation and related communication and technology systems, 

overhead to underground highway conversions, replacing exposed wired secondary with covered 

cable on certain circuits, and structural design upgrades through 2024.  All cost recovery through the 

Mechanism shall be subject to true-up and refund in the Company’s first rate case following 2024 

projects going into service. 

APPLICABILITY:  With the exception of the exemptions listed below, the GEM tariff will apply 

as follows:  For distribution grid enhancement expenditures associated with FERC accounts 360 

through 363 this mechanism is applicable to all Oklahoma retail rate classes in Service Levels 2, 3, 4 

and 5.  For distribution grid enhancement expenditures associated with FERC accounts 364 through 

368 this mechanism is applicable to all Oklahoma retail rate classes in Service Levels 3, 4 and 5. For 

intangible, general, and transmission plant grid enhancement expenditures, this mechanism is 

applicable to all Oklahoma retail rate classes. 

EXEMPTIONS:  Customers subscribed to the Power and Light and Large Power and Light tariffs 

at Service levels 1 and 2 and customers who are qualified for LIHEAP program and are subscribed 

to the LIAP and Senior Citizen Discount programs are exempt from this mechanism and any costs 

that would have been allocated to those customers shall be foregone by the Company during the 

effectiveness of the GEM and shall not be reassigned to other customers or classes. 

TERM:  This GEM shall become effective upon a final order of the Commission in Cause No. PUD 

202100164 and shall continue until the implementation of rates resulting from a final order in 

OG&E’s next base rate case following the completion of projects included in the 2024 annual 

investment plan; however recovery under this mechanism shall terminate no later than July 1, 2025.  

REVENUE REQUIREMENT:  The revenue requirement shall include the return on rate base at 

the Commission’s most recent authorized rate of return in Cause No. PUD 202100164, associated 

depreciation expense, and property taxes.  The rate base for the revenue requirement shall include 

plant-in-service, accumulated depreciation, and any associated accumulated deferred income taxes.  

The revenue requirement shall not include any operations and maintenance expenses.  Each annual 

investment plan submitted for 2022, 2023 and 2024 shall be subject to each plan year’s $6 million 

revenue requirement cap. 

REPORTING REQUIREMENTS:  The Company shall submit a quarterly report of completed and 

in-service projects to the PUD, and all parties of record in Cause No. PUD 202100164, inclusive of 

the revenue requirement associated with all in-service projects.  The first quarterly report shall be 

filed within 30 days after the issuance of a final order in Cause No. PUD 202100164.  Thereafter, the 

quarterly reports shall be submitted after the close of each quarter on approximately January 15th, 
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April 15th, July15th, and October 15th of each year.  Each submission shall include a listing of 

projects included for recovery, the purpose of each project, and any authorizations for expenditures 

(“AFE”). 

FACTOR REDETERMINATION SCHEDULE:  Factor redeterminations shall be submitted on a 

quarterly basis along with the report of completed in-service projects.  The PUD, and all parties of 

record in Cause No. PUD 202100164, shall have thirty (30) calendar days to object to any project or 

calculation.  Disagreements not resolved by the parties will be processed by a cause filed by the 

Company and items in dispute will not be included for recovery in the Mechanism until resolved.  

The PUD will endeavor to complete its review of the factors within 45 days.  Recovery under the 

Mechanism cannot be implemented until PUD completes its review of the quarterly factor updates.  

The revised factors will become effective following the PUD’s completed review. 

FACTOR CALCULATION:  The Company will calculate the GEM mechanism factors using the 

following formulas, on a per kilowatt-hour (kWh) basis for non demand-billed customers and on a 

per kilowatt (kW) basis for demand-billed customers, for each of the major rate classes, combined 

minor classes, and service level (“SL”).  The factor shall reflect actual completed projects in service, 

with any accumulated over/under amortized over a 3-month period.  No projections for upcoming 

projects may be included in the factor calculation.  The GEM factors will be computed as follows: 

𝑮𝑬𝑴 𝑭𝒂𝒄𝒕𝒐𝒓𝑪𝒍𝒂𝒔𝒔 𝒂𝒏𝒅 𝑺𝑳   

=   
((𝑨 ∗ 𝑩) ∗ 𝑪) + 𝑫𝑪𝒍𝒂𝒔𝒔 𝒂𝒏𝒅 𝑺𝑳) + ((𝑬 ∗ 𝑭) + 𝑮𝑪𝒍𝒂𝒔𝒔 𝒂𝒏𝒅 𝑺𝑳) + ((𝑯 ∗ 𝑰) + 𝑱𝑪𝒍𝒂𝒔𝒔 𝒂𝒏𝒅 𝑺𝑳) + ((𝑲 ∗ 𝑳) ∗ 𝑴) + 𝑵𝑪𝒍𝒂𝒔𝒔 𝒂𝒏𝒅 𝑺𝑳)

𝑶𝑪𝒍𝒂𝒔𝒔 𝒂𝒏𝒅 𝑺𝑳

 

Where: 

A = Transmission Service Level Retail Revenue Requirement; 

B = Oklahoma Jurisdiction Transmission Service Level Allocation = 91.1165%; 

C = Oklahoma Transmission Service Level Demand Class and SL Allocator; 

D = Transmission Service Level Annual True Up; 

And 

E = Distribution Service Level FERC Accounts 360-363 Revenue Requirement; 

F = Distribution Service Level FERC Accounts 360-363 Class and SL Allocator; 

G = Distribution Service Level FERC Accounts 360-363 Annual True Up; 

And 

H = Distribution Service Level FERC Accounts 364-370 Revenue Requirement; 

I = Distribution Service Level FERC Accounts 364-370 Class and SL Allocator; 

J = Distribution Service Level FERC Accounts 364-370 Annual True Up; 
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And 

K = General and Intangible Plant Revenue Requirement; 

L = Oklahoma Jurisdiction General and Intangible Plant Allocation = 91.4314%; 

M = General and Intangible Plant Class and SL Allocator; 

N = General and Intangible Plant Annual True Up; 

And 

O = Base kWh for each Applicable non demand-billed Class and SL or Base kW for each 

Applicable demand-billed Class and adjusted to exclude exempt demands for SL1&2 

customers, and exempt kWhs for low income customer and senior discount customer 

kWhs. 

The revenue requirement items above (A, E, H, and K) shall be calculated as follows: 

𝑹𝒆𝒗𝒆𝒏𝒖𝒆 𝑹𝒆𝒒𝒖𝒊𝒓𝒆𝒎𝒆𝒏𝒕   =   ((𝑮𝑬𝑴𝑪𝑬 ∗ 𝑹𝑶𝑹𝑩) + 𝑫𝑬 + 𝑨𝑽𝑻) 

Where: 

GEMCE = Grid Enhancement Mechanism Capital Expenditures as described in the 

PURPOSE section above; 

RORB = Authorized Rate of Return on Rate Base = 8.8040%; 

DE = Depreciation Expense associated with such Grid Enhancement Mechanism capital 

expenditures; 

AVT = Ad Valorem Taxes associated with such Grid Enhancement Mechanism capital 

expenditures. 

The total Oklahoma jurisdictional revenue requirement for all GEM cost net of exempt 

classes (and without any reassignment to other classes) as described in the 

APPLICABILITY section above, and excluding any true-up balances, each annual 

investment plan shall be subject to each plan year’s $6.0 million revenue requirement cap. 

RATE CLASSES: The applicable rate classes are as follows: 

Rate Class Distribution 
Intangible, 

General Plant 
Transmission 

Residential SL 2, 3, 4, 5 All SLs All SLs 

General Service SL 2, 3, 4, 5 All SLs All SLs 

Power and Light SL 3, 4, 5 SL 3, 4, 5 SL 3, 4, 5 

Public School Large SL 3, 4, 5 SL 3, 4, 5 SL 3, 4, 5 

Large Power and Light SL 3, 4, 5 SL 3, 4, 5 SL 3, 4, 5 

Other SL 2, 3, 4, 5 All SLs All SLs 
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Combined Minor Rate Classes (Other) = Oil and Gas Producers + Public Schools Small + 

Municipal Pumping + Municipal Lighting + Outdoor Security Lighting + LED Lighting; 

Power and Light = Power and Light Standard, Pawer and Light Time-of-Use, Back-Up and 

Maintenance Services 

BASE CLASS AND OTHER kWh AND kW:  The applicable projected Oklahoma 

jurisdictional kWh and kW consistent with data from Cause No. PUD 202100164. 

 

ALLOCATORS:  The transmission, distribution FERC, and intangible and general plant 

allocators as determined in PUD 202100164.   

Rate Class 

Distribution 

FERC 

Accounts 360 

- 363 

Distribution 

FERC 

Accounts 

364-370 

Intangible, 

General Plant 

Transmission 

(rebased to 

100%) 

Residential ** 45.1461% 60.2537% 54.3520% 46.4042% 

General Service* 9.3031% 14.3910% 10.8879% 9.5802% 

Public Schools Large     

Service Level 3 0.0366% 0..0143% 0.0274% 0.0319% 

Service Level 4 0.0799% 0..0358% 0.0584% 0.0671% 

Service Level 5 0.8772% 0.8602% 0.7245% 0.7873% 

Power and Light     

Service Level 1 0.0000% 0.0000% 0.0000% 0.0000% 

Service Level 2 0.0000% 0.0000% 0.0000% 0.0000% 

Service Level 3 2.2999% 0.9051% 2.1042% 2.7318% 

Service Level 4 0.8441% 0..4232% 0.7379% 0.9296% 

Service Level 5 18.3442% 19.0982% 17.% 20.4393% 

Large Power & Light      

Service Level 1 0.0000% 0.0000% 0.0000% 0.0000% 

Service Level 2 0.0000% 0.0000% 0.0000% 0.0000% 

Service Level 3 1.8533% 0.6772% 1.6080% 2.0829% 

Service Level 4 0.3833% 0.1620% 0.3270% 0.4164% 

Service Level 5 0.8426% 0.6502% 0.7574% 0.9343% 

Other* 3.2102% 2.5291% 2.5426% 2.3868% 

* Service Levels 2 through 5 are combined. 

** Residential allocators will be adjusted to reflect removal of Low Income and  Senior customers and included 

for review in workpapers submitted to stipulating parties prior to recovery.
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