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W-3" , 

o::tQ(ISSIOO ~ " d>KPLIANcE DIVISlOO 
Water utilities Brardl 

RES)1l1I'ICN M:). W-3448 
May 26, 1989 

(RES. W-34.8) SPLIT t«:Um\lN ~ OOHPANY, .. (SHWC? 
<HER Al1IlI:lUZINJ A GmEPAL P.A'm ~ ~ 
$8,671 CR 19.9\ AOOITICtw. HN.IAL REVEWE. 

SKWC, l1J draft advice letter ~ by the Water ut1litles Biarx:h ~. 
m 6ctdJer 27, 1988, ~td authOrity \!Mer, sect!a'l VI of ~ .~. 
(G.().) 96-A aid SEctia'l,454 of: therublic Utll.lUes code to ~-,rates: 
fOr water service by $9,280 or 42.5%. SMWC's ~ st¥Ns i989 ~. _ '_ '" , 
~ of $21,840 at present rateS ,iraeashq to $31,1.20 at, Pi~ rates 
to pro:iuoe a rate of retmn. of 10.75\ en rate baSe.. ~ Serves 1.5() 'meti!ied 
a.lStomers in the Woffotd Hei~ts area near take Isabella, ¥.em Cwnty. . 

'!be p~t rates became eifect1ye i\prU 4, 1986 pIrSUant to P£!Solutial 
W-3303 which authorized a general rate iicreaSe. _ ' 

'Ihe ~ made an ~ analysis of SMWC's smnmaryof ~ . 
AtPend-ix A presents SHWC's am the BraJ'dl's estimated Su:mmal:y of ~ at 
pre$etlt, ~ aid adc¢ed rates. ~ A shows dlffereooes in ,_. 
rE!veia.les, ~, aid rate base. 

'!be Braidl's ~ at 00th present and prcposed ~t:es are slightly i~er 
t.han SMWC's because the Braidt had available to it later ~ aJSttJmer 
ani cxnsumptia'l intormatioo. 

'Dle differences in tstlmated ' , . ~i'"-- o~ are in -~ ... ~ ,. er---cpera.\.-.U~ ~---- _ t"":'--~ pow , 
c(:ul:tact work, other plant~, wOlllectibies, dE:Pteciatiai ani 
iroOme taxes. -

'lhe Bran:b's estimate of pm::MSeci pOwer ~ is J;rl~ ~ SMWC's ',' _ -. ,
because ,the Brardl based its estimM:.e ~ Scut:htnl quif~W1Sa\COmipaiJy's 
rates effective en February 1, 1989, While SMWC estimated its power ~ . 
usirq the lower rates in effect en February 1, 1988. 

'!he Brancn's estimate ot $18,100 for a:ntract work is $7iO lOWer thail sMile's . 
figUre. '!he major plrticn of, contract wOrk is for payments to Il9arby Art:Jen . 
Water O>mpany Which provideS labor, office, ani ~ services \.D'X:l& 
contract to cperate am maintain the entire SMWC system. 'Ihe Bran:h's lOwer 
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estimate tor oootract w6~ is based en the pa}'1DEflts At'deri Water O:xnpany 
receives for its sexvloes as det.ennined by the CQnmissloo lJ\ aaeolutltn 
W-l4l2, dated ~ 24, 1989 in Arden's ~\ rate case. SMWC's .. 
CXlr1tract work estimate is based al oo6ts projected before aeeol.utim W-l432 
was iSSlxtd. '!be aratda also removed. $180 ot plant acHltions labor whidl had 
been dcOOle-<n.mt.ed in CXlr1tract work. 

'Ibe ~:J.330 estimate of other plant ~ ~ is based a'\ 
wrrent of california, Itc. charges for leased c~ts Used fot. 
remote CQ'ltrol of SMWC's punps, whereaS SMWC based its $380 estimate en 
b111in:.Js made before the present rates became eftect1.~ . 

'!he BraJdlts estimate for ur'¥X>llect.ibles at pt~ ra~ is sli#ly MelleX' 
than SMWC's because the Braidl based it al a ~ of ~ rather 
than 8Ssuml.n:j as SKWC did that uooollectibles WC:uld remain ~ . 

~ Braidl's $2,810 estimate tor depreciatioo ~ is l~·thar\ SKWCts . 
because the Brardl baSed its estimate en a' 2.6\ depteclatloo ~te· Wbll.e ·SMWC 
used it 3\ rate. SKWC bas. been w;lrq the 2.6\ i:ate s100e the beq!.mirtj of . . 
i988 t:ut eU:u·.eously awlied the higher rate in its estimate for this . 
~ . 

. Both t.he Bran::h's aid sMwC's iOOome taXes reflect o.D::xeilt rates uider tht!... 
fEderal Ta)( ~orm Act ot 1986.aid the cUtzesp:r'diiq state rateS tar" 19&9~ .. : 
'lbe variaticns are due to dlft~ in the ~tes of other items Used to 
determi.ne SKWCrs t.rucable :i.noome.. 

'!he di.tt~ in rate base are due to c:U.tt~ in estimates for 
aco.Imulated dEpreciAtioo, acivato:s, am. wOrldig cash allowaooe. 

'lhe Bratdl's slightly lower est.Lnate far aotumulateci depIeciatim is due to·. 
d1tf~ in the Bran::h's aid sMWC's estimates of depreCi.aticn rate am. .. 
~ as explained abcJve. . 

'!he Branch aid sMWC agree en the ~. iMi ot ~ far ~cri at 
present rates, hIt SMWC haS shOwn a lOwer wat.::e at pic p::sed. rateS beca~ . 
itS advance ripayments are ~ al it. p&oent.age of the, aSsOcJ.a~ ~ .. 
dIrirg the prior year. 'Dle Bran:il has shown the same ~ for b6th. . .. 
present aid p~ :rates because SMWC's rates did :nat ~ duri.rg ·1~88. 

In the oO.lrSe if its irivtst1 tim of ~ the BralX:h ~ a:xevi~ 
ot the marmer in Whidt turxiS~l!re hUt1ally ~ to OciJSt:i\xit the' water . 
system. atxi iater to ext:erXi the ~ to serve new areas. . Deciski\ 767~j·.in" 
1970.~ sMwC its ~ticate ~ ~ that part ($23,176) .0£ ~ •... 
oriqirlai 1969 system be futrled by ~ ~ the devel~ ~ ·5MWc's ' .. 
main extensi.on rule aid that the ~ be ecpt~ capitai.· service to' an 
ad:tl.tionai tract was autOOrlzed by ~isicr. 80626 !ri 1972 aid SMWC ~ tOO 
entire o:x;t of e.xt.en:li.iq se.tvioe to this tract ($52,960)· as an ~.·from 
the develq:Jer'. SKWC1s main extensicn rule inetfect when the .~ were 
~ requ.i..red ref'urx1s at an anillal :rate of 22i of the previcus yeai:"s gross., 
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~ derived from the area for vhich f\adS were ~ 'lbe ref\.a"dS : 
were to be made for a peri6d rot e>coeedirq ~() years. Because the utilitY.w 
the devel~ were am are me ard the same, ..., <X:ntracts were ever elCJMd 
an::l no turds actually chan:jEd ~ However, the results Of the Br:aidt's' 
review show that ref\u'dS have been recorded prc.perly for the ~ ~ 
1988, am that SMWC's ~ tor ~ has been ocnsl.stentwith the 
two declsicns cited. abtNe ard two S\~ tate ~ resolutions, w-
3171 in 1984 ard W-3303 in 1986. aetun:lirt.J for the two advanoes will oeasi& 
after 1989, aM 1992 when ~ t.lme limitS expire ani, p.n-suant to the main 
extensicn rule, ~Cls bOoks of acxxunt and. anr'ual. reports filed with the, 
O;Jmmissioo shcW.d. sb)w as o:atrib.xtia's-:iJl-aJ.d-ot-c:xnstructicn arty U1'lrefUtded 
bai~ remai.n.i.rq after the refund pericxls ·haVe e)q>~ .' . 

'Ibe Bra.idl's worldig cash ali.c7w~ is lower than SMWC's. . ihe d1tt~ is', 
due to the ~ts use .of the revisM simplitied methc:dfor cal.culat.J.iq "'. '. 
worldn:j cash allowanoe ~ by the Commissicn at Jaiuary 27, 1989,· whereas 
SHWC awlied the sUperseded metho:L .. 

SKWC's prtpOSEd summary of eamltgs shoWn in ~ A iidi<;1tes a ~te- of. 
return of 10.75% at ~ rateS. 'lhiS is tha midpoint 6f the io.5M. to ' 
11.00\ st.an1ard rate of return ~ ~ by Q)mmlssicn Adv1.s6iy Ard _ 

, eomplian:Je Oivisien (or small, 16O\Eq.1.ity finm:::ed water utilities.· _. . 

SM'WC was Wormed of the Btatdl's cUtlerJ.ri.J vi,ews 6f reveRles, expenses. aid' 
rate baSe aid has stated that it aooepts the Branch's estimates. . . . 

A IXJt1ce of SMWC's pr<::posed rate ~ ani p.Jblic meet:!rq was mailed to ' 
all ~ on ~ 2i, 1988. ~ letter was reoeivec:t ~ the .. 
magnitu:ie of the ~ WMn the investlgatlcn was o:xnpleted tl)e. ~ 
wrote a replYeJqllairu..rg its fiivllrgs am why it is ~ an J.nc::rease. . 

00 ~..r 5, i988 an Womal ~lic meet.i.rg was ~d in temvilie, ., , 
adjacent to t.he servioo ~ ~ Bratdt. erqlneer cx::nructed the meetJ..iq. aid, 
SMWC's ~ manager answered tpestia\s. ~ 0lSt:0merS att:.erded 
the meetirg _ aid asked q.Jestia\s related to the amount of ~ ~ .. 
J.n:::rease an1 to water ootages in the past. 

Bran:h ,eiqi.neers Ocn:iucteda d,el.d h.spect1tn of SKwCls ~l~. area .~ ... 
plant facilities at rPofrml-P..r 5, 1988. 'l.t-eJ cti!c::Jdd viSible porticns of the· , 
system aid met.b::xlS of operatloo, auiited. utility recordS, ani ~ with . 
customers. 'Ibe1.r.tnspeCt1m shOwed that ~ water system has beeil rea.stmbl 
ma1.nt.ai.ned. am that, at the time ot the h~a1, water Seivicit! was .• , '. .. ~ . 
satisfactory and.. water pieSsuieS met the ~ of G.o. 103, "Rules', .0, . 
,,_..:.--.1_ Wat.e.r service IOOl""d..:.- Minimum Stamanis for oes! ' aid .', . ~~.LU'::t. . u..&.IJIy 911 
CcIlstzUcti.cn." It was noted, however, that thete were 00 prociuctim meterS 
00 SMWC's wei.is· to ieooro the Cpantity of water pttduce.d bj each Srurcie as .. 
required by G.O. 103. '1he Branch reoommerrls that SKWC be ordered to mstaii .. 
prcdoction meters ani that it be authOrized to tUe an advice letter to~b9gin 
reooa.teriiq their rea.stmble oosts when they have been placed in servid!. 
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AooOl'din} to the Ken\ O:lunty Department of l\i>lto Health,. Division ~f ,
D1V~ Health, SKWC's water aeets state ~ity st.andards.. 1hel'e are 
00 o..xtstarditg O::JInDissim orders recpir!n:J system iJnproyeaents. 

In 1981 the C):)mmJssla'\ J~ a octlnectim JDOnltoriUll bec:eUae of problems 
with SMl4C's ~lYt storage ani cUstrib.Jtlcn facUities. '1b& 1DOrat6riUm was 
lifted in 1988 ~ oeclsitn SS-06-054 toilowUg slgnltlcant system" . ' 
~ irclu::l.irq a sWdt7j ~a'l with, adjaoent Arden Water 
Company. DJritg the past t.h.ree years SHWC haS installed JDeters <Xl all " -
service caa'~ooS aJ'd has made ari extensive eftort to -etb::ete cust.omers.ln 
water ~tim. Cc:nsumpt1a\ has sJ.n:,e ~ si9nitl~y.ti·- '.. _ ' 
BraIdl believes that these measures, Mali with the c:atYersi6n to ra~ JD6~ 
cxniuctve to ocnservaUoo, wilt allC1tl sMWc to meet its wstomers' futU:te, 
needs ani that furt.her ~tial orders are \Iti'leoeSsaxy at this tJ.:me. ' 

SHWC's rates o:nsist 6t a metered' SeiVloe schedule an1 a ~iderlthl nat 
rate Schedule.. "lheie are no c::Ust:aDers saved ur'der 'the flat rate ~~ -
ani SHWC desires to witbhav itt the lkatdl oc:n::ms. SMWCts present metered ' 
Schedule haS a mWmUm marge and two decl.i.nJ.Jq-rate blodCS fC¢'~ ~ . 
the minimum. '1b6 Bran:b1s reoommetded metered rata sc:.hEQJle Jricl~ a - , -
sezvloe <:ha%ge wblch wcuid recover ~ ~vaient. t6 50\- 6t,~sti#d 
~ am asJigle metered q.w1tity rate. ~ is omsiStE!rit wi~ ~ , . 
OxnmiSSiCr'\'s rate design poliey tor wa~ ~es ~Hsh8d by QeciBien. -
86-()5-064. Which calls for pasiig cut litelW rates, allowS torWdict1a'l 6f 
multiple blocks to a sliqle blOck aid perm1ts tea:Nery ot ~ to S()\ 6f fixed 
~ thrcu:jh the sezvice c:hanje. 

'!he Brarx:h ~ that the ():)mmJssim t:tutlXJri.ze an ~ in ~ . 
arRla1 revetJ.le of $8,671 or 39.9\. rnrl.s itaease prOvides a 10.75\ rate of.·' 
return en rate base tor test year 1989. . ' 

At the Braidl's reoommemed. rates shbwn in ~ St the bill t9i" a t;yplc.u 
rustamer usUq the system average of 1,300 cubic teet of water ," mooth 
woiLCi in=rease from $10.68 to $16.59. A ~riscn of piOsEl1t ~ 
reoomm~ rates is shown in ~ c. 

1. '!be Braidt's ~ sum:mary Of eamirgs (~A) is reasc::aable 
arxl slX:uld be ackpt:Ed. 

2. 'lbe rates reoommeroed by the Bran:b (~B) are reastmbleard 
shculd be authorized. 

3. 'Ihe q.lantlt1es (~ D) used todevelcp t.he Branch's ~t1als 
are reascr.able aid sb::uld be ~ 
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4. SKWC shoo1d be Ordered to OOrnply with G.Q. 163 ~ ~liTtJ sUitable 
measuritq devices or otherw1S$ detei1aini:ttJ ~m at each IiIc:IUl'Q6 of 
SUR'ly. SKWC sho.lld be authorized to fiie an advice letter to biqu. 
reooverirg the ~le o:sts of its installaUoos After they brve been 
plaot:d in sexvioe. . 

5. '1he rate J..rx:rease authorized herein is justified aM the resultlnj rates 
axe just aid ~le. 

IT IS aumn that: '. 
1.itut:OOrityis cp-arited urner ~io ut.llities ~ Sectia\, 4~tor Split . .' 
Mcu1tam Water,O)n:pany to fUe, ~ advioe 1~~Ut:9 t.h& _smiM)'y of 
earniitjS aid l'WiSed rate ~e attached to ~ resolutltn • ~~ . 
A~ B respectiVely, atd_~ytO~ its pZO:sentiy effective rate 
Schedules i ani 2R. its film;, shall oamply with General 0J.ider 96-A. ~. 
effective ~te of the new sC:b!d1l.e shail be the date 6t tlliiq. , . , ' " 

2. Split M~' Water <mpai,y Sbail instMl SUltabie measurlig devices- to 
deteimW water~.M at each SOuroe o( sqply within ,ale year Of the 
effective date of' tN.S ~" Split Mo.inta1n Water Cbzrpany"1s ~lzed to 
tUe an advice 1~ to- bE9Ll reooyeriig the ~e eosts' 6fits .' 
installaticns after they have beencX:apleted ani placed in service. : ' " . 

3. '1his resolLtioo is ettective tooay. 

I oertifY that thiS resoiutlcn liaS. adcptM by the Fubiic utilities '6:xn'D.lssien 
~t its regular meet.i.Jl:} en May 26, 1989. '1be tollowlig oOmmissltrlers ~" 
it: . 

0, MITCHELL WILK . 
P/esidetit 

FREDERICK R. DUDA, 
STANLEY W. HULETT 
JOHN B. OHANIAN _, 
PATRiCtA M. EcKERT 

Conlmissionerl 
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SPLIT J«::Um\IN WMm CJlIIP»lY 

~OF~ 
Test Year 1989 

Item 

I utUity EStlliJated I _ BraJ'dl EStliI'iaUd I 
I Present I ~ I Present I ~ I k\qJted I 
1 Rates I Pates I Rates I Pates I Pates I 

~tin] Psveiua 
~tered 
Flat Rate 

TOtal~ 

$ ~1,840 
'0 

21,840 

~t.in;l EXpet".ses 
PUrc:tla.Sed ~ 
other VolUme RleUated 
Dlpl~ I.a.bor ' 
Materials 
o:mract Work 
other plant Maint. 
Office salaries' ' 
~sa1.aries 
TrahspOrtatia\ 
Uilcollectibles 
Office servo ,:Rent 
Office SUR>iies 
Pcofessic:na1 service; 
xnsurance 
General ~ 
Reg. om. EXpense 

SUbtotal. 

DepieciaUm ExP. 
Prcperty Ta)f 
Payroll Tax 
:InoaIe TaXes 

Total Deducticns 

Net Revenle 

pate Base 
Ii. - . piant ;verage -
Avg. Aoc:UD. Depree. 
Net Plant 
less t Mvanoes 

Q;lltdbItlcns 
Plus: Workliq cash 

Mat' 1. &: SUpplies 

Fate Base 

Pat.eofRetum 

5,640 
o 
o 

1.40 
18,810 

380 
o 
o 
o 

70 
() 

30 
() 
o 
() 
o 

25,070 

,3,170 
420 

o 
300 

28,960 

( 7,120) 

112;020 
49,410 
62,610 
51,940 

o 
5,680 

o 
16,350 

(loss) 

$ 31,1.20 f21.,736' $ ~6,770 
o 0 0 

-::-::31:-",12=-=70 21,730 30,770 

5,640 
6-
o 

146 
18,810 

386 
o 
o 
() 

70 
o 

30 
o 
6 
o 
o 

25,070 

3,170 
420 

o 
626 

29,280 

1,MO 

1l2,Oi6 
49,410 
62,616 
51,176 

o 
5,680 

o 

6,200 
o 
o 

140 
'1a,too 

330 
o 
o 
'0 

70 o 
30 
o 
() 

o 
o 

24,970 

2,810 
420 

o 
600 

28,700 

( 6,970) 

6,200 
() 
o 

140 
18, i6t,-

330 
o 
6 
6 

90 
o 

30 -
o 
o 
o 
o 

24,8~0 

2,91.0 
416 

-, 0 
910 

29,030 

1,740 

112,026 -'l12,6~o -_ 
, 48,890 - 48,890 
, 63,1.30 63,i30 
5i~940 51,940 
00 

2,1.60 2,14() , 
() 0 

$ 30,407 
o 

30,407 

6,260 
6 
o 

140 
1.8,166-

330 
o 
() 
6 

9{)' 
-0 
30 o 
o 
0-
6 

24,890 

i,ale> 
426 

() 
853 

28,973 

1i434 

17,120 

10.75\ 

13,350 13,336' 13,340 

(loss) 13.05\ 
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APPLICABrt..rri 

AWmIliX B 

SPLIT ~ ~ <XMPAN'i 

Sc:bedll.e No. 1 

AR>licabl& to all meteied water ~foe • 

. ~ 

Tracts Nos. 3141, 3491. aid ala-q Evans R:Ad tetween those (T) 
tracts, located near Wofford HeightS, Rem Comty.' (T). 

P.A'IES 

All water, per 100 o.i. ft. • •••••••• ;, 

servioe~: 

FOr 5/8 x 3/4-1n::h meter· ;" ••• '. 6.0· •• .. , .' .' 
FOr 3/4-indh~· ••• " ••• , •• 
FOr l-in:b meter •• ~ ••• ~ •• ,. 
FOr i-l/2-1n:b meter ..... i •••••• 
For 2-iidl meter ••••••••••• 

-
$().78 

6.45 
7.10 
9.70 

12.90 
17.40 

(T) 

(1) 

(e) 
(L) 

(R) 
I 
I 
I 

(R) 

(T) 
I 

. I: 
(T) _ .' 
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AFfmDIX C 

SPLIT It:UfrAIN wram a:tIPANY 

~OFRA'lES 

Pl'esent Reoc'iiiit&l~ 
Pates ' Pates 

{uantity &ltes: 

First 960 dl.tt. or less , ..... i ... it $' 8.70 
Next 3~100 al~ft., per 160 cU.ft.· .. ..0~495 
<Her 4,000 al. ft., per 100 al.tt. ;,."' 0.263 

All \.later, per 106 cu.ft •••• u ...................... $ 0.78, 

FOr 5/8 X 3/4-Lidh meter, , ••• ' •• i ••••• '.$ -8.70 
Fat 3/4-irlc:h meter ••• " i •• " ••••••• i lit 25 
For 1-inch meter·., .' •••••• ;,." •••• 16.2'0 
For 1 l/2~fnch meter ' •••• , .-. 'il •• ;, • • • •• 27.70 
For 2-inc:b meter •••••• i.' .. · .... , 35.90 

service 
~ 

$ 6.45 
7.10 
9.70 

1.2.90 
17.40' 

A Da'lthly bili. cnrptrlsal for a rustaDer with as/8 x 3/4~1nch"meter is 
slxArr1'l belor..r: 

M:m:hly 
Am:imt ~. ,Usage . Preseilrl aeo-"'lADed 

100 cu. ft. Bills Bills ~, ~ 

0 $ 8.70 $ 6.45 $( 
-
2',25) ( 25~9)\ 

3 8,70 8.79 0.09 1.0 
5 8.70 16.35 1.65 i9.6 : 
9 8.70 13.47 4.77 54.8 

13 (average) 10.68 16.59 5.91 55.3, 
20 14.15 22.05 7.90 55.8 
30 19.1.0 29.85 10.75 56.3 
46 24.05 37.65 13.66 56.6 
50 26.68 45.45 18.77 70.4 
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AtoPl'm (pANl'I'i'US 
Test Year 1989 -

Fe:leral TaX Fatel _ 15\ 
stat.$ Tcilc Pate ($600 mlnimlm) t 9. 3\ 
Uro:>hect.!bie Rate: 0.3\ 

1. -FUrctlased R::Jwer 

So.Ithem California -E:Jt sat O>~ 
Rate Schedule 
Effecti.ve Date of SChedule 
Nob 
$jlGob .-
Ene1W 0Jst -. 
Sezvice Cbaige 
rust.aDer CbariJe 

'i'otai 

3. F\mp TaX - Replenishment TaX 

4. Payroll 

5. Ad Valorem TaXeS 
'laX Rate 
AsSe:S.SedValue 

-6. Water Testi.J't.I (iii ~ worx) 

PA-l 
2/1/89 . 
60720 .' . 

O.08S~2 -
$ 5,3$" 

257 562 .-
6,206 

NcOe 

Ncne 

Neale 

$ 420 
1\ 

$ 42,600 

1,668 

- . oj _. _', __ 

AMI. If-3448 . 
. , 
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Metered . 
5/8 X 3/4-in:::h •••••••••• , •• ,.... 147 

3/4-itdt .4O., ............... '-t 1 
1-inch .,................ 2 

Total 150 

AOOPIID TAX c:AiahAT:rcm --
1989 Test Year 

I..loo Item 
No. 

1. 
2. 
3. 
4. 
5. 

6. 
7. 

S. 
9. 

16. 

(peratliq RSverues 
~ 
TaXes Other 'IhaJl IrXure . 
DeprEciatioo ~ 
Interest Expense 

'laXabie li¥X'IDe tor State TaX 
state TaX ($600 mirU.mJm) 

TaXable Inxme for FIT 
Fecieral rn:x:me TaX (@ 1.5\) 

Totai Irxxme TaX 

$ 30,467" 
24,896 

420_ -
2,816 

() 

2,287 
606 

(nID OF AJ:HlIDIX D) 

Federai 
TaX 

$ 36~407 
24,890 . 

420 
2,81.0 . 
- 0- .-

60()-

1,687 
253 

853 


