

adjusts actual Federal Income Tax expense to the restated level based on the test year for this case.  As our normal tax year ends December 31st, this adjustment recalculates the test year using expenses and tax adjustments for the twelve months ended September 30, 2003 and removes the current tax year estimates from the test period.  


The effect of this adjustment, shown on Exhibit No.___ (BAL-G3), page G3-A, column 2.02, is to decrease net operating income by $1,221,100.

Tax Benefit of Proforma Interest


This proforma adjustment, shown on Exhibit No.___ (BAL-G3), page G3-A, column 2.03, uses a ratebase method for calculating the tax benefit of proforma interest.  As adopted by this Commission in prior rate cases, the customers receive the tax benefit associated with the interest on debt used to support ratebase and construction work in progress that has associated tax deductible interest. 


The effect of this adjustment is to decrease net operating income by $6,061,718.

Depreciation and Amortization


Test year depreciation has been restated based on the Average-of-Monthly-Averages using the rates from the depreciation study performed in 2001 and applied in the Company’s last general rate case, Docket No. UE‑011570 and UG‑011571.  This restating and proforma adjustment, shown on Exhibit No.___ (BAL-G3), page G3-A, column 2.04, decreases net operating income by $ 156,853
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