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())MKISSIOO MNISORY &: OOMPLIANCE DIVISlOO 
Water utilities Branch 

Rm)l1JI'ICtI 00. "''-3442 
April 1~, 19S9 

(REs. W-3442) I£S MOLIN::S WAlIR W()IU(S, (UtWW). ~ 
AlJIlmIzm; A GDmW. RATE lNcRFAsE m:x:J..JCJm $29,311 
CR 126.3\ AOOITlCNAL ~ R.EVEWE. 

IMWW, by draft advice letter ~ ~ ~ Water utiHties -Biailch (Bran:::h) 
on Oc:toher 27, 1988, reqJest.ed authority uider section VI of General. ~: -­
(G.o.) 96-A aid Section 454 of the f\Jblio Utilities o:de t6 ~ rateS -­
for water service by $24,641 or 160.0\ l.KWW later revised its ~ to an 
i.ncrease ot $29,311 or 126.3\. I.HWW estllna~ tl)at 19S9 Cjr'OS$ ~ of 
$24,641 at present rates Wculd ~ to $53,952 at p~ ratest:O _ 
prcituce a rate Of return 00 rate base of 22.Mt. UOOol serves 323 m~terecr'­
CUstOmers in the unincorporated oommunity of lOS Molinos ani vicinitY, 'l'ehaina 
~ty. 

'!he present metered rates beCame effective Jw)e 30, 1976 p.lrsl.Iant to 
ResolutiOn W-1240 which authorized a general rate increase. 

'Ibe Branch made an ~t analysis of nn..-'Ws SUJrumy ot~. . _~. 
~ A presents I.MWW's ard the Bra.l'X:h's estimated SUminary of ~ at 
present, piqx)sed ani adopte:l rates for test year 1989. ~ A shoWs 
differences in reveooe, expenses an:J. rate baSe. . 

'!he Brancn's estimate of reverue at present rates is lowert:.ha.t. UIWW's' aid at 
J..MWW's prqxs€d rateS is higher. '!be ditt~ are due to lHWW's -
inadvert.eitt use of totai estimated service connections rather than active 
connections, aid arithmetic errors in lHWw's calrulatioo of '~ity t'eVet.le 
at present rates. 

'1he ~ff~ in estimates _~or q:erat~ expenses are in ~ pOwer, __ . 
materials, transportatioo, offi~ St..q:plies, profeSsional services, 1.ns:urance, 
general ~, i'e:jui.atorY oommissioo ~, depreciation, property taXeS, 
payroll taxes ani ino6rne taxes. 

'1he Br:anc:h's $9,837 tmdlased lXX'-'er estimate was derived by muitiplylig the 
erergy Usage per unit of water sold dur.t.iq 1988 by the Brnilc:h's estimated -
test year water consuroption, then aw1yliq Pacific Gas & Electric O>mpanyts 
most recent electric rates effecti.ve January 1, 1989. IMWW's estimate was 
based on an art>itr<uy twenty percent iJ'x::z'ecL~ of its recorded p..u:dlasOO. pOwer 
m<pense for" 1987. 
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'lhe Branch's $492 estimate Of 1Mt.erla1s ~ is h1~ than UfWW's $350. 
'100 Branch based its estbnate M the average l"(I06rded material 66sts from 
1~84 t.hrtuJh 1~a1, escalated tor inflatia'l am. cUstomer qtowth. utWW 
escalatEd Its estimated $2~6 ~ tor 1988 to a ro.m:l tlCJUl'e. 'lhe 
escalation factors used l1j the Bran:t\ for this ani other ac::co.mts were those 
provided by the Advisory Brardl of Cbrnmlssion Advisory ard COInpli~ 
Division. 

'Ihe Brallch's estimate of ~rtation e>:pense is higher than lHWW's. Ibth 
usOO the sarne mileage, rut the Braildl used. $().~4 per tnile, the rate ailowtd 
by the Internal Revenue service for inooroe tax p.nposes, while lMWW used 
$0.21 per mile. 

'Ihe Brandl's estimate of Office suiPlies an:l ~ is higher t.han I.HWW's. 
'Ibe BraJ')ch's $1,360 estimate is based 00 the average recorded cost ph" 
customer from 1984 t.hrtuJh 1981, escalated to the test year. lJotWW did tm 
p~'ide justification for its estimate.. 

'!he Branch's $480 estimate for professional services is. higher than I.HwWt~ 
$400 because l.Mh1'l inadvertently m1sca1rulateci the amtunt. '!he Bi-ardt used 
lMWW's fi.gure for the reairriiq mtnthly pmfessimal. services ooSt aid 
annual.ized it t6 derive its estimate. 

'!he Branch estimated $1,100 {or ~ OOmpand to lHWW's $6,700. -Both . 
used the 1987 rea>rded expense as a base, hIt Ii4WW aw1iM escalatioo for cne 
year while the Branch aw1ied escalation for two. 

'1he Brardl's estimate of general. ~ is hl~ than UfWW's. 'ibe Brandt·­
used the average recotded. cOst per alstomer f~ 1984 ~ 1987, esdiltltEd 
for inflatiOn to the test year. lHWW used a similar analysis, tut itS 
estimate differs becau.se it USEd a different customer estimate ard d.1d nOt 
escalate for inflation. 

'!be Branch's fi.gure for regulatory <X>mliIissi.on ~ is slightly hlgher than 
UtWW's. Both the Brandl aid IMWW Spread the cost of this rate case over 
three years, rut the Brandt iix::lu:led a&lltional t:l-me tor Umw to respad to-a 
data request which IHWw did not Jaiow abc::ut when it made its estimate. 

'!he Branch's estimate of depreciation ~ Is hlgher than· .I.HWW'g" beCausE! 
of the Bi"atdl's higher estimate of average plant as explained. later· in the . 
utility plant diSOJSSion. Both the Branch ani I.MWW UsEd a 2.7% depreciation 
rate. 

'!he Branch's estimate of pl"qlerty taxes is higher t:haJ1 Utww's.· Ujww's ~ .. 
passed. away in 1988 an:l.the utility is be1iq run by his family. ~use the 
water OOmpany plant is int.ermin}la:l in the pl"qlerty tax recordS with other 
pl"qlerty, the assessed value rou.ld rot easily be identified at this time. 
'Ihe BraJich therefore used net plant value as a Sllti6:}ate tor assessed val.~ 
ani awlied the arrrent pl"qlerty ta>( rate. I..MWW provided no suwort for its 
estimate. 

'lhe Bralich's estimate of payroll taxes is slightly higher thait lMWW's because 
lMWW used an incorrect rate for workers' compensation insurance. 
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The Branch's fi<jUl'eS for ~e taxes reflect the current rates utder ~ 
federal TaX Ref6m Act of 1986 aid the OOllespoo:l1tq state rateS for 198~. 
lMWW estimated in:x>me ~es in the test year to be $300 witho.Jt an 
explanation. 

'Ihe ditferi>nce in rate base is due to differences in plant in service, 
depreciation resexve arrl. work..i.rq cash aHor...-anoe. 

'!he Brandl's estimate of plant in service is higher than l.MWW's due to a 
difference in plant adiiticns for the test yeax'. I..HWW \irderestimab;:d the . 
cost for instal.lation of a new ",-ell because it had to be: drilled ~ than 
~ '!he cost of the well was unavailable to U1WW at the time of its 
filing, 

'Ihe difference in depreclatl00 reserve is due to the differences in plant in 
service atd depreciation e>:pense as ~lained alxNe.. . 

UIWW based its $5,800 work.in:J cash allowance estimate On the simpiified 
methcxi from the Cbrnmissionts Stairlard Practice tr16, ttoetermlnaticn of 
work.iig Cash Allowarx:e." ~ Branch used the revised simplified wor1d.ig caSh 
proCedure at:Prc7JEd by the Commission a\ Jaruary 27, 1989 which replaced U-' 
16's simpl ilied methcd. 

IHWW's draft advice lettkr initially ~.rates which. it estimatedwOOld 
pI-6duce a rate of return 00 rate base of· to. Wi. AtW ~i.iq Wqrmedt:h1t 
the BraJlch's re1im ~ n:.ni ~tlons i.n:llcaud that a l~~~ inc::rea.Se . P. -~~. -~ . ' 
COJ1d be 'ustified UIWW de6icieci to ~ its ~ '!be Brairll . ' rEcommen:?s it rate 'Of return of 10.50\, the midpoint of the 16.25\ to iO.75-t. 
st.aixiard rate of return rarqe reoommerrled by the Aa:nlnt~ aid F~lal , 
Bra.ndt of O>mmission Mvisory aid Cbmpli~ Division for small, lOOt Ecpity 
financed water utilities. 

UIWW was Monned of the Brairll's dltferir'g views of ievEn1es, expenses am 
rate b3Se am haS stated that it aooepts the Brarrll's estimates. 

A notice of IHWw's Wtially prcpo6Ed rate in::rease atd p.lblic meetiiq'was· 
mailEd to each ctlstoiner 00 November 3, 1988. '1Va a.nonymoos letterS of· .. , ' 
prOtest were received, ixJth a~tly from the same party, oompl~tha.t·. 
if an increase is warranted, water pressures shc:ul.d be improved cne ot the 
letters also e,}q>tessEd cxn:em a.ba.It the qleI'ational capabUity cit lJofWW'snew 
management. lMWW renotifiEd its.CUst:Oroers by mail of the revised,hlgher 
ri!qUest on Mann j, i989, am the ~ received a two more ~ 
protest letters, again a}:Pll'ently from the same party, with the same 
c:bj ections. 

On November i6, 1988 an informal p..1blic meetiiq atteirled.by ~ 
customers was held in J..MWWfs service area. A Branch etglneer <Xn:iucted. the 
meetin:} ani IHWW's manager was there to answer <pestlons. A representative 
from the california OOpartment of Health services (IRS) also attetdeci to 
answer ~ions. Most of the c.onoems expre.ssa1 ieiaOO:i to low water 
pressure prcblerns. otherS in::licattd an interest in havi.iq lMWW post the 
results of its chemical tests for p.lblic viewlrq • 

3 



• 

Brardl ~ineers ~ a field investigation of lHWW's "'awl' syst.enl ('n 
Octd:;,er 18 ani 19, ard November 17, 1988. Visible portions of the syst.e.n\ 
were inspectOO, pressures checked, company reoords ~ ard ~ 
interviewed. '!he investiqatioo revealed that servioe is ~ly . 
satisfactory rut that water pressure does fluctuate arcwd lIinllDWll ~. 
':No customers oOi1t-.actM dur~ tha field investlgation OOrnplimentai I.HWlol On 
its service aid water qJality hlt also OOtnpla~ ~ poor water pressures. 
'Ihe cause of low pressures ~ to be a p~ of old, ~lzed 
mains ~ \:.he system. '1be seccnl well l.HWW 1s presently driilin:.J an:\ 
eq.llwin:J 1s lOcated in a different part of the system ani should help raise 
water pressures. 

In the lorqer term, lMWW shOuld begin a main repl~' "', " 
ooncentratiiq Wtiaily on thoSe 5ecticns of main that ca~ mOst to .. 
system pressure lOSses. 'lhe Bicm::h dOes rot, however, ~ that ~ , 
o>nunissioo order l.MwW to \1ll1ertake such is program at this time because of the 
high oost aid the fact that pressures are marqinal am shculd be improvEd by 
the adcii.ticnal well. i..HW"'·s owner is ma.ki.rq PIOCJiess in ~ the syStem 
an.1 has plans for further imprOvements. 

hx:lordin:} to lRS, lMWW's water mee!ts ail state health starrlards. '!here are ' 
ro ootstan::lin:.J Commission orders reqrlrirq S}'Stem imPrcNeIneitts.' , 

Both the Brailch ani I:HS rea::inunetd ~ 1r\stallatioo of producticn MterS On 
IMWW's exist1.n} well aid its new weil as ~ J:1j G.6. 10); ~es '. 
Govenrliq water Service ~i.Uihq MinLnum ~ tor nes1<Jll aid ,_ 
construction." IMWW shc:W.d be authbrized to file an advice letter to begin ' 
recoverirg the, reasonable oosts of tlle new production meters when they are 
placed in service. 

with its two deep Wells am fully metered system, lHWW foresees no prmlems 
with water SUW1\'. No cdlitiOnal oanservatioo measures are needed at this 
time. 

l.M\olW's rates consist of a ~ metered service Scb9dul.e with a miillmtim ' 
c.harge for" usage up to 5 Cc[ (~ Ccl ~ ~ hurdred rubie feet) per' ~ 
aid three decli.n.i..rg q.Jantity bloc:kS. '!be Brardl rE!Cx:>rtunerds mavin} to it ", ' 
Service charge that rea:rvers s6\ of the tbred coSts an:i it siiqle metered 
(ptmtity ra~ 'this is ~istent with the eor.unissiCl'l'srate ~igr\ poiit¥ . 
for ~ater ex>mpanies e;stabl~ bj Decisioo 86-05-064 which calls tor J:ba$,i,ig 
o.It li.feline rates, allOWs for rirluction of multiple blockS to a s1n:.Jle blOck 
atd ri!a:Nery of up to 50\ of fixed ~ thrOlgh the sezvice marge. 

'lhe Branch recommeros that the Olmmission authOrize an increase in gross '.' 
annual reveiale of $29,3ll. or 126.3\. 'Ibis increase provides a 10.50% rate of 
return on rate base in test. year 1989. 

At the ~'s r€cx>mrneirl€d rates shown in ~ix s, the bill for a typic:al 
rustomerwith a 5/8 x 3/4-inch meter usirq the system average of 20 Ccf per 
month wruld increase from $6.15 to $13.50 pa- month.. A comparisal of present 
ard :reoommeirleci rates is shown :in ~ c. 
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1. 'Ibe Brardl's recorrunerrled S\lJIUnaIY of eamlrqs (~A) is reascnable 
ard shcW.d be adcpted. 

2. 'lbe rate;; recommen1ed by the Branch (Afperdlx B) are reasonable ard 
shct.lld be authorized. 

3. 'Ibe quantities (~ D) used to devel(l) the Branch's reo=munerdatims 
are reasonable a.rd shoold be ad<:¢ed. 

4. IMWW shctlld be ordered to oornply with 0.0. 103 by instailirq a suitable' 
~easUrirg device or othenlise detern1.nl.r¥j pto:luction at ~ swrce of 
sUwlY. l.MWW shc:old be authorized to file an advice letter to beqin , 
recoverlig the reasonable costs of its installaticns after they have been 
plaoed. in se.xvloe.. 

5. '!he rate i.rcrea.se authorized herein is justified aid the resu1ti.rg rates 
are just am reason:ilile. 

IT IS 0RDElUD thatt 

1 •. ,AuthOrity is grantEd Urrler FUblio utilitieS code section 454 for I.ils" 
MolinOs water Works to tile an advice letter in:x>rporati.rq the ~, of 
earniiqs ani rfNised rate sdledules ~ttachai to this resolution as ~oes 
A ani B respectively" itTd coo::uirently to ~ its presently effective raM 
SchEdule No. L Its filiI¥J shall comply with General. Order 96-1\. '!be 
effective date of the new schedule shall be the date of tll.~. 

2. los Moiinos water Works shall install. sJ.itable measuriig devices to" " 
determine water prOOuctlon at each Sc:::uroe of SUWly with1.n me ~ of the 
effective date of' this resoluticn. I.oS Molin:s Water Works is authOrized. to 
file an advice letter to bEqm recxrverii"g the re.a.sar'\ahle costs of its 
installations after they have been placed tn sezvice. , 

3. 'Ihis resolution is effective to:1ay. 

I certify that this resolution was adopted by the PUblic utilities O>mmisSiai 
at its regular Ir-eetirq on ~ril 12, 1989. '!be followitg rommissioners 
awrove:l it: 

G. MITCHELL WILK 
President 

STANLEY W. HULETT 
JOHN B. OHANIAN 

Commissioners 

C6~missioner Frederick R. Duda 
being necessarily absent, did 
not participate. 

Commissioner"Patricia M. Eckert 
present but not participating. 

' . . 
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APPDIDIX A 

" 100 }l)t.m:6 WATER ~ 

SUI9.R'i Of ~ 
Test Year 1.989 

1 l Utility Estimated 1 Brard\ EsthratEd I I 
I I PreSent IREqleSted I Present I ~ I Mcpt.ed I 
I Item I Rates I Rates I Rates I Pates l Rates I 
<:peratin:J Revenue 
Flat Rate $ 0 $ () $ 0 $ () $ 0 
Metered 24 1 641 53 1952 23.202 58.211 521 213 

'lOtai. ReVenle 24,641 53,952 !I 23,202 58,211 52,213 

~tirg~ 
FUrcha.Sed lU.'ei' 8,684 8,684 9,837 9,837 9,837 
Dlployee labor 5,860 5,8(;10 5,800 5.800 5,800 
Materials l50 350 482 482 482 
Contract Work 1,600 1,060 1.000 1,600 1,000 
other Plant Maint. 600 660 660 600 660 
offi~ salaries 5,224 5,224 5,224 5,224 5.224 
~tSaiaries 6,000 6,000 6,000 6,060 6,006 
Transportation - 1,250 1,2$6 - 1,440 1,440 1,440 
Oftioe sezvioes &. Rent 882 882 882 882 882 
Office StJtplies 906 900 1,360 1360 1,360 . , -

Profes.si<nli se.zvi<.m 400 400 486 480 4S0 
:rnsuranoe 6,700 6,766 7,100 7,100 7,160 
General ~ 400 400 446 446 446 
Reg. Ca!n, _ EXpei\se 137 137 158 158 158 

SUbtotal. 38,327 38,327 40,809 40,809 40,809 

~reci.ation E)q>. 2,554 2,554 2,7~~ 2,739 2,730 
Property 'laX 653 653 729 729 729 
Payroll Tax 1,653 1,653 1,~7 ~,68? 1,687 . 
I~TaXes () 300 0 2.807 1.502 

Total Deductions 43,187 43,487 45,955 48,762 47,457 

Net Revenue (18,546) 10,465 (22,753) 9,449 5,056-

Rate Base 
110,457. Average Plant 1.03,95? 103,957 110,457 116,457 

Avg. oepr. Reserve 48,593 48,~53 48,681 48,681 48,681. 
Net Plant 55,364 55,364 

,- _ .. 
61,776 61,776 61,776 

Less: ~ 14,621 14,621 14,621 .- i4,621 14,62i 
Contribitloris 0 0 ° 6 () 

Plus~ Work..iiq Cash 5,660 5,660 () 0 0 
l'.at II &. &q::plies 1.,000 1,000 1,000 1,060 1,060 

Rate BaSe 47,403 47,40) 48,155 48,155 48;155 

Rate of Return (Loss) 22.00\ !I (Loss) 19.62% 10.50% 

• Y Revised UJ IK-M to reflect Branch's oonelusions. Fateofretum 
initially shown as 10.50%. 



I 
; 

• 

• 

APlnIDIX B 

l£lS K>I....m:6 WAT£R lOUIS 

Schedule No. l. 

~ ME:mm> SmvICE 

APPLICABILl'IY 

1t{:pllcable to ali metered water service. 

'i'mRrroRY 

'!he ccr.rn.urlty of Us Ji:>iinos ani vicinity, Tehama'c.:..mty. 

RA'IES --

Quantity Rate: . (e)· 

All watp~, per 100 eo.it •••••••••••••••••••• $ 0.415 .(1) 

Service Charqe: (e) 

FOr SIS x 3/4-lndh meter ••••••• ~, •• ,.,~ •••••• $ 
FOr 3/4-:inch meter ••••••• ;. • , ••• '.' •• " ..... 
For 1-inch meter,; • , ••••• ;; •• ;; ••••••••• " 
For 1 1/2-i.ncn meter •••••••••••• ~ •••••••• ~ 
FOr 2-indh meter •••• , ••••••••••••••••• 

5.20· . 
6.85· 
8.00 

13.75 
22.90 

(1) 
I 
I 
I 

(1) 

'!be service cnai'ge is ··a ieadiness-to-SerVe charge (e) 
web is awlicabieto ail metered sezvioe, am to I 
\obicb is to be ad1ed the m::ll1th1y dlargeoarprted I 
at the ~tity rate. (e) 
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APmIDD( C 

1£:6 M:>I...IN::G WAT£R ~ 

o:MP1JU~ OF RATES 

MeterEd Rate savloe Pet Meter Per Halth 

(Uantity Rates: 

First 500 cu. ft. or 1~ •••••• ,., i •• 
Next . S(lO ru.ft., per 100 co.ft. " .. 
NeXt -9,000 ru.h., per too co.tt .... . 
NeXt 10,000 cu.tt •• per 100 cu.ft ... .. 

$ 2~50 
O.l3 
0.20 
0.13 . 

All water, per 100 CUi,ft .............................. . 

For 5/8 X l/4-1nch meter 
For 3/4-inch meter 

" ....... , ..... " ...... $ 
.,., ........ "~ .. 

For 1-inch meter 
For 1 lj2-inch meter 
For 2-1nch meter 

, .......... " .. , .. 
.. " ...... " ...... " , ..... 

2.50 
3.30 

·3.85 
6.66 

1Loo 

$ 0.415 

se.tvloe 
Olarge 

$ S.20 
6.85 
8.00 

13.75 
22.96 

A lIOllthly biii o:rrptrison for a resident with a 5/8 x 3/4-in:h neter is 
~n 00101'1: 

Kxtthly 
~ Usage PreSent Anront Percent 

100 cu.ft. siUs Bihs Inc::rease .Iri:rease 

0 $ 2.50 $ 5.2{) $ 2~70 100.0\ 
5 2.56 7.28 4.78 191.2 

1{) 4.15 9.35 5.~O 1.25.3 
15 5.15 11.43 6.28 i2L9 
20 (aVerage) 6.15 13.50 7.35 119.5 
30 8.15 17.65 9.50 116.6 
40 1{).15 21.80 11.65 114.8 
50 12.15 25.95 I).SO 113.6 
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federal TaX Rate: 
state TaX Rat.ei 
Local Franchise Rate: 

1. I\.u'dlased ~ 

AOOPiID (pANI'l'l'llS 
Test Year 1989 

pacific Gas &: Electric Co. 
Rate S<:::he::M.e 
Effecti.ve tate. of smedule 
~ USEd 'IOtai 
m. USEd - Suntner 
~ Used ~ winter 
$~';" St.mmer 
$~ - winter 
Suntrer <:bal:qe 
winter Charge 
Service Charge . 
Total F\lrd)ased Power 

2. ~Water 

3. P<lyroli & Thployee BE>nefit:s 
Dtpi6yee~r 
Office salaries 
Managerrent saiaries 

Total Payroll' 
Payroll TaXes 

4. hi valorem. TaXes 
Tax Fate 
Assessed Value 

5. water Testi..rq (in oontract work) 

A-I 
1/1/8~ . 
95,204 
'56 151 
3~:653 

0.109'16 
. 0.09024 " 
$ 6,163·' 

3;52~ 
150 

9,931 

$ 5,800. 
5,224 
6,000 

17,024 
1~687 

$ ·729 
1.lS% 

$ 61,776 

$ 577 

# 
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Metered 
5/8 )C 3/4-i.rdl .................. ~ •••••• , , •••••• i ••••• 

l/4-i.nc:il. i. , ••••••••••••••• ,. , ••• , •• "1"., •• 
311 

1 
10 
1 
o 

l-i.nr.:tl~ ••• t ... ,-, ••••• " .•• I; , i •• i ...... " •••••••• 

11/i-~ ••••••••• , ••• , ..................... , •• 
2-i.rlc:::tl" ...... t ...... i ••• iii ......... II .... -. • , til, " , •• 

Total 3~3'-

~tend water Bait'S 'USEd To Design Ratest 76,777 Q::f 

Line 
No. 

1-
2. 
3. 
4. 
5. 

6. 
7. 

8. 
9. 

10. 

Item 

~titq Revenues 
~ 
TaXes Other 'Ihcin IncX:roe 
~reciatlon E>:pense 
Interest 

TaXable ~ for state Ta)C 
state TaX (@ 9.3%) , 

Taxable IOOcme for FIT 
FEderal ~ ~ (@ 15t) 

Total I:ncx:.me Tax 

state 
TaX 

$ 52,513-
40,809 

2,416 
2,73() 

o 

5,558 
610 

(nID OF APPENDIX D) 

$ 52,513 
40,S09 
2,416 
2,730 

o 

610 

5,948 
892 

1,502 


