

This proforma adjustment, shown on Exhibit No.___ (JHS-E3), page E3-D, column 2.25, adjusts this tax to the current taxable income computed in the proforma income tax adjustment.  This Corporate License Tax is based upon Federal taxable income.


The effect of this adjustment is to decrease net operating income by $ 1,274,436.

Storm Damage


This proforma adjustment, shown on Exhibit No.___ (JHS-E3), page E3-D, column 2.26, reflects the difference between the test year expense level of "normal" storms to that of the six-year average.  The six-year average is used to determine the annual expense allowed for ratemaking purposes.  Also, deferred balances related to catastrophic storms are amortized over three years.  This adjustment would not be impacted for this proceeding by the proposal presented by Ms. Susan McLain to change this category of adjustment to catastrophic events as described in Exhibit No.___ (SML-1CT).


The effect of this adjustment is to increase net operating income by $366,405.

Frederickson Plant


This proforma adjustment, shown on Exhibit No.___ (JHS-E3), page E3-D, column 2.27, reflects the inclusion of the Company’s investment in and operating costs of the Frederickson 1 Generating Plant.  This amount is the same amount proposed by the Company and Commission Staff in the PCORC hearings,
Prefiled Direct Testimony of
Exhibit No.___ (JHS-1T)

John H. Story
Page 19 of 31


REVISED 7/19/04

