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	IN THE MATTER OF THE APPLICATION OF UNITED WATER IDAHO INC. FOR AUTHORITY TO REVISE AND INCREASE RATES CHARGED FOR WATER SERVICE.
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CASE NO. UWI-W-97-6


ORDER NO. 27630





On July 6, 1998, the Commission issued final Order No. 27617 in Case No. UWI-W-97-6 authorizing a 7.15% increase in rates and charges on a calculated revenue deficiency of $1,581,989. 
The Commission is apprised by the filing of United Water Idaho Inc. (United Water; Company) on July 8, 1998 of a Motion to Amend Order No. 27617, or in the alternative Petition for Reconsideration and Motion for Stay, that Order No. 27617 contains a computational error.   The Company alleges that the methodology used to calculate federal income tax fails to appropriately provide for normalization of the difference between tax and book depreciation when calculating the federal income tax expense in the revenue requirement.  The methodology used in the Commission’s Order was included in Staff Exhibit 122 and was not objected to by the Company at hearing.  Correction of the error increases the calculated revenue deficiency by $333,964 (from $1,581,989 to $1,915,953).  The related change in rates and charges would increase from the authorized 7.15% to 8.66%.  
The revenue requirement calculation shown on page 43 of Order No. 27617 is as follows:
V Revenue Requirement
The Company’s additional revenue requirement, which we find to be fair, just and reasonable, is $1,581,989 calculated as follows:
	Rate Base
Rate of Return
Net Operating Income Required
Net Operating Income Realized
Net Operating Income Deficiency
Gross-up factor
Revenue Increase required
Percent Increase
	$80,424,286 
9.12%
$7,334,695
$6,393,930
$940,764
1.6816
$1,581,989
7.15%




The correct values for the revenue requirement calculation are as follows:
	Rate Base
Rate of Return
Net Operating Income Required
Net Operating Income Realized
Net Operating Income Deficiency
Gross-up factor
Revenue Increase required
Percent Increase
	$80,424,286 
9.12%
$7,334,695
$6,195,332
$1,139,363
1.6816
$1,915,953
8.66%




Commission Findings
The Commission has reviewed and considered its July 6, 1998, final Order No. 27617 in Case No. UWI-W-97-6, United Water’s July 8th filing and the identified Staff Exh. 122.  The Commission finds it reasonable to consider the Company’s filing as a Petition for Reconsideration.  The Commission notes that Staff by letter dated July 8, 1998, attached to the Company’s July 8th filing as Exhibit C, agrees that a logic error in calculating federal income taxes was made in Staff Exhibit 122.  We note that Staff’s error was carried forward in the workpapers underlying the Commission’s Order.  The Commission agrees that correcting the logic error in calculating the federal income taxes is appropriate and would result in an increase of the Company’s annual revenue requirement of $333,963.  The Company has proposed that it be permitted to file tariffs to collect the corrected revenue requirement, subject to refund and pending the Commission’s final Order on Reconsideration in this case.  Failure to effect an immediate change, United Water contends, will result in irreversible and material financial harm to the Company.  We find that the Company’s proposed procedure will provide other parties the opportunity to address the change in authorized percentage increase in their reconsideration petitions, if any.  We note that the Company has yet to file amended tariff sheets incorporating changes authorized in Order No. 27617.  We find it reasonable, given the nature of the change addressed in this Order, to change the effective date from July 1, 1998 to July 6, 1998, the date the initial final Order No. 27617 was issued.
O R D E R
In consideration of the foregoing and as more particularly described above, IT IS HEREBY ORDERED and the Company is hereby authorized to increase its rates and charges by 8.66%.  The Company is authorized and directed to file amended tariffs to be effective July 6, 1998.  The change in the authorized increase in rates and charges and related revenue is subject to refund pending final Order on reconsideration.
DONE by Order of the Idaho Public Utilities Commission at Boise, Idaho this                  day of July 1998.



                                                                                                                                       DENNIS S. HANSEN, PRESIDENT
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MARSHA H. SMITH, COMMISSIONER
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Myrna J. Walters
Commission Secretary
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