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¥ Sacravento Musmiciear Utiurry Districr

SMUD The Sacramento Municipal Utility District serves electricity to consumers living and working throughout
Profile a 750 square mile area forming the heart of California. SMUD s operated under the 1921 State of California
Municipal Utility District Act. SMUD's tive directors are elected by the public to serve staggered terms
of four years each. The General Manager is appointed by the Board.
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SACRAMENTO M siaear Urioarry District
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’ Otree P SMUDYS search fon
{ { ha i i wWdditional generating resources took several dire
" Wi tons and met with botl 'ss and disappointment
l t \ 4] (N ! urnng 197y
] llorts to '\1:;741\\“ [)'s existing hvdroelectric
(; W k | Fox Nery pro t moved ahead, and other potential Northern
| ! the nortl { met Califormia hydro developments were closely studied
SMUD | When pl it th Advance work on three separate expansion proposals
\ bi hulk Wt tion t ke mor flective use wvatlable water
| \ tl t and urces i1s under way. The first of these, a mmni
wi I crator | be located on Slab Creek. 1s scheduled
vas purcha ! hern Sacr to be operational by 1981, Other hvdroelectric
tv near Elk Gr for possible u te | project expansion plans include diversion of water
r bulk power substat | ra A from Ice House Reservoir through a new powerhouse
1. Init | ling to an eny nmenta into Umon Valley Reservorr. and diversion of water
f I rt f south area facility wall 1 | from the Rubicon River into Loon Lake. These
1 nul n P xpansion efforts could net SMUD an additional ¢
M il ns on ty and fire g milhon Kilowatt-hours annually
it Rancho Se T [ OWer stat SMUD took a major step toward development
nt hi hout 1979. Expai ! SCCuUrity f a geothermal generating resource during 1979
i | ments to hire protect wem Exclusive rights to steam from a goo-acre site in
Wit i oplant Wwrading resuit Sonoma County were secured following negotiations
vi land w» | I a ) i wWinct ¢ ini 14 \\H I)\lj!\! j\'-"ht‘HHAll
lear power plant the Federal N i power development 1s expected to provide 55 mega
lat ( n. SMUD spent $i1 M watts of electrical capacity. The Sonoma plant 1s
this work du the year scheduled to be in service by 1984

Plans to share in the output of a large fossil
fired generating station were announced by SMUD
during 1979. After several yvears of advance work

Pacific Gas and Electric Company plans to build a

o-unit power station capable of generating 1,600
megawatts in Solano County. SMUD olans to own a
o0-megawatt share of this station. The Solano

project is expected to go into service in the late 1980s
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i turther in \ wonal depends {

! ported er ppl SMUD can led
ombustion tu p t for which planning had
n in 1 ['he 160-megawatt project was |
have helped meet system capaciiy shortages forecast
for the w&os. SMUD had expended $1.33 miullios

preiiminary design and heensing work
FGAL ACTIONS Durine 10 ). The [i‘\I'\‘Y

ind the Pacific Gas and Electric ( ompany agreed t

ibmit to arbitration the PCandE claim against
the District resulting from plant outages at Ranche
n 1975 and 1976. Under the agreement
PGandb abandoned a portion of its claim so that
the amount in dispute is now approximately $
million instead of approximately $70 milhon

I'he Western Area Power Administration ( WAPA

in agency which administers the power marketing
functions of the Central Valley Project, put into effect
mntennm rate increase ol dpprox mately 9= ]‘\'!x\'H(
effective May 1978, and an additonal increase
of annroximately 10 percent effective November 1
1979, These increases are subject to review and
ipproval by the Federal Energy Regulatory Commis
sion. The District contended that 5.2 increases are
not in accord with the rate modification formula
in its power purchase contract, and the United States
filed a lawsuit to resolve this dispute. On June 2

1979, the United States District Court granted

e )

iudgment in favor of the United States. The District

has taken an appeal from this judgment. Pending
onclusion of the lawsuit. the District is paying into
escrow ail billings for Central Valley Project
power in excess of those based on the pre-May 25
1978 ratles
In November of 1979, a group of electrical

contractors filed a lawsuie charsing the District with
attempting to monopolize the markets for electric
distribution systems and street and outdoor lighting
systems in the District’s ternitory. The contractors
have asked for injunctive relief and for damages of

approximately $54 million

In October of 1979, one of the District’'s employees

filed a class action charging that the District had
discriminated against women and minorities in its
employment practices. The complaint seeks injunc

tive ichief and damages in an unspecified amount

NANCIAI Power bonds soid in 1946 to finance
SMUDs put hase of the electric distribution
system then serving Sacramento were pal | off In
Julv. The electric system’s value was listed as $13.9

million when those bonds were issued. Book value

of plant at the end of 1979 was over $goo million
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SacramiNto Mesicear Urnicery Iistricy

Balance Sheets

Decembar 31, Wy and g8

Assets

1979

Y78

Electric Urility Plant.

Plant in service, at onginal cost

$840.320,052

$817.258. 34K

Less — Reserve for depreciation 162,547,313 141.533.467
$677,772.739 $675,722 881
Construction work in progress 60,800.839 30.704.640
Nuclear tuel. ar cost less amortization 90.821,386 63,071,127
$829.454.964 $771.498.648

Reserve Funds, consisting of cash and securities
at cost which approximates market:
For Revenue Bonds (Note 3)

$ 27983808

$ 25.004.883

Current Assets:

Cash and marketable securities. at cost which
approximates market
Creneral fund

$ 52.591.937

S 64,596,677

For pavment of debt service 13.877.949 13,702,008
Acerued interest receivable 2.429.975 1881809
Accounts receivable, less reserves of $387.000 and $2.43.000,

respectively 9.977.260 G.499.541
Receivable from sale of surplus power 0.358.825 3,316,362
Materials and supplies, at average cost 13.157.849 11,361,013
Prepayments and special deposits 1.315.002 6g7.852
Purchased power rate increase

Escrow deposit (Note 6) 8,755,277

S111.64.083 S 103,000,000

Deferred Charges

$  5.200.258

S s 1,640

$974.103.203

$907,282. 186

Fhe secompanying notes are an integral part of these bulance sheets
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9.

Customers’ Equity and Liabilities 1979 1978
Capitalization:

Customers equity employed in the business
Balance beginning of vear $358,794.438 $329.210,379
Net revenue for the vear 27.475.995 20.384.059
Total customers’ equity $386,271.433 $358,794.438
Long-term debt (Note 2) 526,736,445 $93.204.534
$913.007.878 $851.908.972

Current Liabilities:

Accounts payable

Accrued salaries, wages and vacation pay
Long-term debt due within one vear
Accrued mterest on long-term debt
Custonzers deposits

Purchased power rate increase (Note &)

Other

$ 1574874
4,204,281
16,484.774
7.0533.639
2,619,141
11.797.243
3.187.513

S 19.848.065
1.608.639
16,055,829
6.351.8588

2 3\\134\
§.077.451

3.032,990

$ 61,005,325

$ 55.281.214

Commutments (Note 4)

Contingencies (Notes 5, 6, 8, and )

$974.103.203

ST, 282,186
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SACRAMENTO Municipal Uriniry District

Statements of
Net Revenue

Years enwed December g and 1978

1979 1978
Operating Revenues:
Residential $ 60.836.900 $ 53.955.315
Commercial and industrial 32,643,857 18.446.174
Sale of surplus power (Note 3) 35.382.315 31.5537.976

Other 1,364.49% 1,263,368
Total operating revenues $150.227.570 $135.222,813
Operating Expenses:
Operaton
Purchased power (Note 6) $ 14972.257 3 11L,739.904

Nuclear fuel used for generation 21,212,516 13,507.470
Production 10,730,213 8.027.324
Other 20,528,354 17.126,324
Abnormal generation plant maintenance (Note 51 - (2.139.463)
Orther mamtenance 15.953.421 17,330,450
Provision for depreciation (Note 1) 22,604,566 21,768,744
Total operating expenses $106,091.327 $ 57.9%0,753

Net operating revenue
Other Income:
\llowance Tor equity funds used during
construction (Note 1)

Imerest income and other

$ 44,136,243

2.035.702
6.241.335

$ 47.242.080

000,787

3,360,885

Net revenue before interest expense
Interest Expense:
Interest on long-term debt
Allowance for borrowed funds used during

construction — credit (Note D

$ 52,413.280
27,130,261

(2.193.976)

$ 33,503,752

25.032.873

(1. 113.18%0)

Net revenue for the vear

$ 27.476.995

S 29.584.059

Fhe o COMPAEDNVING NOLES Aare an ey val part « 1 these statements
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Sacramento MuNicipar Uriniry Districr

Statements of
Changes in
Financial Position

Years ended Deceniber 1 1979 and 178

1979

78

Funds provided from:
Operations
Net cevenue for the vear
Add non-cash charges
Depreciation
Write-off of generation projects

Add nterest on long-term debr

$ 27.476.995

22.604.566
2.491.945
27,130,261

$ 20.583,959

21.708.744

23.032,873%

Total available for revenue bond debt service

$ 79.793.767

S 76, 185,676

Add -~ Nuclear fuel used for generation 21,212,516 13.507.470
Total available for total debt service $101.006,283 S Bg.8yR. 146

Sale of electric revenue bonds 50,000,000 J0L000, 000
Other m~ 698,330
[otal funds provided $151.006,283 130,391,476

Funds used for:
Debt service
Revenue bonds

General obligation bonds

$ 34.040.486
8.912.377

S 3L130.192
9,264.523

Total debt service

S 42.952.863

S 40.400.715

Additions to plant and nuclear fuel 103,707,051 68,172,362
Increase in working capital 642,963 20,530,194
Additions to reserve funds 2,919,015 1,482,205
Other 784.991

Total funds used $151.006,283 $130.591.476
Number of times debt service is covered
by funds available:
Revenue bonds 2.4 2.45
Total debt 2.35 2.23

The accompanying notes are an integral pant of these statements
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n. Sacramiento Musiciear. Unirry Districr

December 31, 1979 and 197X
Ni f)ieS l 0 NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  Organization and Exemption From Income Taxes.
Financial The Sacramento Municipal Utility District was formed and operates under the State of California Municipal
Statements Utility District Act. The Act confers upon the District the rights and powers to fix rates and charges for

commaodities or services furmished, to incur indebtedness and issue bonds or other obligations and. under
certain circun e rances, to levy and collect ad valorem property taxes. The District’s power to levy property

LAXes s res! by the California Constitution, Article Xill A, which places limits on the taxing power
of all Calil ublic agencies. The District is exempt from pavment of Federal and State income taxes.

Method of ~  ounting.  The District’s books and accounts are based upon the Uniform System of Accounts
for Public Unilities and Licensees prescribed by the Federal Energy Regulatory Commission, the same
aceounting system which investor-owned electric utilities operating in California are required to follow.
Depreciation and Amortization Methods.  The District provides for depreciation on the historical cost

of electric properties on a straight-line basis at rates determined by engineering studies. The average annual
depreciation rates for District plant in 1979 and 1978 were:

1979 o8
Intangible plant 3.06% 1.06%
Generation
Hydro i.43 .53
Nuclear 3.30 3.35
Transmission 262 262
Distribution .00 3.01
Geneval $.47 592
Composite 2.85 291

The costs of replacement of property units are charged to plant. Repair and maintenance costs ie
charged to expense, including such costs associated with refueling Rancho Seco. Rancho Seco was refueled
in 1978, but not m 1979,

The District amortizes the cost of nuclear fuel on a unit-of -producrion method. based on the original
cost of nuclear fuel plus estimated costs of disposal escalated for inflation to the anticipated time of disposal.

Allowance for Funds Used During Construction.  The total allowance for funds used during construction
n 1979 and 1978 amounted to approximately 3.9% and 5.5%, respectively. of eligible nuclear fuel and plant
under construction.

Retivement Plane . The District’s employees are covered by a contributory retirement plan administered

by the State of California Retirement System. The District’s policy is to fund retirement costs as accrued
and contributions for 197y and 1978 amounted (o $5.121.000 and $4.084.000. respectively. Reflecting improved
benefits of the plan and actuarial studies. the District’s rate of covered payroll contributed to the plan
mcreased from 13.46% to 15 31% effective uly 1, 1978, and to 17.19% effective July 1. 1979, The State Retirement
Svstem has reported that the District’s share of the actuarnially determined unfunded obligation as of

June 30. 1978, was approximately $50,000.000.
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Sacraminto MUNiciear Uiy Districr

Notes to
Financial
Statements

feontinued)

NOTE 2. LoNG-TerM DEBT  Long-term debt outstanding at December 31 1979 and 1978, was as follows:

Creneral Obligation Bond
Power Bonds of 138 including premium
Electric Bonds

Bulding Bonds

FNO T Tasp

4 i N0 o kg2
SMULUD Bonds. Sertes (
i i YN0 o 1N

Revonue Bonds

Upper Amencan Rever Project Relusdme Bonds
5 ) NG Lo 1991

White Rock Project Bonds
Senes A and B 5 1 PN 1o 200
Senes C and D, 6 1080 Loy 20310

Electric Systom Bondx
3 1 PONO 1o N
Electric Revenue Bonds
Series A-H, 344 : TORGC ter 200y

Fovtal bonds

Purchase Agrécments, 15 1% -6, 1080 1o 2000

Less — Bond discount, White Rock Project. Series (

Less - Amount due within one yeur

79

1 4. 000
(5. 160, 000

I3 100 (KD

SO TO0 0060

3 hl-'._m'm

55,400,000
§ 000, (00

VT YL OO0

S3312.98 000

1.392.70G5

$544381.705
1. 160 ;\(\
16,484,774

$526.730.345

17N

S 640,359
6, N0y 000

0,320,000

19, 2060, 000

S 3,800, 000

15475000

S8, 800,000
S 145,000

126,000,000

$306.044.359
HER R .1 b

Ss10 “h,r‘h
1L.217.813%

1H.085. 829

$491.204.514

NOTE 3. RESERVE FUNDS FOR REVENUE BONDS  Reserve funds for revenue bonds at December 31, 1974

and 1978 were as follows:

Electric System Bomlds
Flectnie Revenue Bonds
White Rock Proect Bonds
AT Parnty Bonds

8 1.000.000
20,501,365
G908

5.552.347

$27.9%3 Nk

1979

1978

$ r.osn 672
1H 8065 376

Q29.gX6H
6.212.849

$25.064, 853

NoTE 4. CONSTRUCTION PROGRAM AND NUCLEAR FUEL PURCHASES

Estimated construction and nuclear

tuel expenditures in 1980 are 591,077,000 and $40.335.00 . respectively. The total cost of nuclear fuel under
contracts for future refoads (covering the period 1980 to 19881 is estimated to be approximately $186.000,000.

NOTE 5. RANCHO SECO NUCLEAR PLANT  In April 1975, the Rancho Seco nuclear plant began commercial
operation, and the District’s surplus power billings to Pacific Gas and Electric Company (PGandE) since
that time have been rendered in accordance with the terms of the 1970 Power Sale, Exchange and Integration
contract with PGandE. The contract provides that PGandE shall purchase the District’s unused generating
capacity. the energy generated by that capacity and also the surplus energy generated by capacity used by the
District. Under the contract. payments for capacity continue during periods of plant shutdown, although

payments for energy Jdo not.

On June 30, 1975. the operation of the plant was halted because of a failure of the rotor discs in the low
pressure turbines. The turbine rofors were replaced. and the plant went back into operation in late February,
1976, It was again taken out of service in early April 1976 for replacement of the generator stator windings
and was retumed to service on October 10, 1976. As a result of these problems:
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Notes to

Financial
Statements

icontinued)
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(1 In w7s, the District recorded $5.850.000, consisting of $9,350,00¢ turbine rotor replacement cost less
$1.500.000 of anticipated insurance recovery, as “Abnormal Generation Plant Mainterance? The $9.350.000
turbine rotor replacement cost included billings from Westinghouse Electric Corporation which the

District had not paid. On October 4. 1977, Westinghouse filed suit agaiast the District. On November 14,
1978, all parties to the litigation reached a settiement agreement under which the District paid $3.327.500 10
Westinghouse and received payments and credits totaling $2.166.000 from other parties. This settlement
resulted in a net credit to “Abnornal Generation Plant Mamtenance” of approximately $2,139,000 in 1978.

(20 The District and PGandE are in disagreement with the treatment. under the terms of the 1970 contract.
of the matter referred to in i 1) above and certain other matters affecting the billing of surplus power to
PGandE The District believes that the final resolution of these disputes will not have any material adverse
effect on the accompanying financial statements.

13 InJune. w76, PGandE filed a claim against the District alieging that the matters referred to above
indicate that the Rancho Seco plant did not become commercially operable in April 1975 and that the rights
and obligations of the parties continued o be controlled by an earlier contract. The claim seeks recovery

of approximately $50.000.000 alleged to be the difference between payments due under the two contracts.
and also sought recovery of $20.000,000, plus additional costs expected to occur after the filing of the

claim to replace capacitv and energy which it should have received from Rancho Seco. The District and
PGandE have executed an agreement whereby PGandE has agreed that any award or judgment it receives
based on its claim will be subordinated 10 the rights of holders of documents evidencing indebtedness of
the District issued prior to the date of such wward or judgment. and has further agreed that amounts. including
interest. collected or offset by reason of such award or judgment during any month may not exceed six
percent of the Distnet's operaring revenues from retail sales during the preceding month. On May 30. 1079,
PGandE and the District signed an agreement submitting the claim to an arbitration panel. Under the
agreement, PGandE has abandoned its claim for the $20.000,000 and additional expences alleged in the claim
1o have been incurred in the purchase of replacement capacity and energy While the outcome of this
dispute cannot be predicted with certainty, the District believes that it has meritorious defenses and. in
addition. that an indemaity provision in the contract under which the I irict purchased the Rancho Seco
turhine generator from the Westinghouse Electric Corporation obliga: s Westinghouse to pay any

judgment which PGandE may obtain. The District also asserts rights of indemnity against Babeock & Wilcox
Co. and Bechtel Power Corporation.

NOTE 6. PURCHASED POWER RATE INCREASE  On May 25, 1978 and November 1. 1974, interim rate increases
for power purchased from the Central Valley Protect (CVP) were placed into effect by the U.S. Department
uf Energy. The estimated annual billing increase to the District under these interim rates is approximately
$77 million. The proposed rates are subiect to further review by the Department of Energy and must

then be approved by the Federal Energy Regulatory Commission. The District is presently paying into
escrow that portion of each monthly bill representing the merease over the rates in effect before May 25, 1978
tat December 31, 1979, the balance in escrow was S8.755.0001, pending conclusion of a lawsuit filed against
the District by the United States to obtain a judicial ruling on the District’s contention that the criteria
being used in the rate proceeding are not in accord with a rate modification formula in the contract under
which the District purchases CVP power. On June 25, 1979, the United States District Court for the

Eastern District oi California granted a maotion for summary judgment against the District. On July 20, 1979,
the District filed notice of appeal to the United States Court of Appeals for the Ninth Circuit. The District
cannot at this time estimate how much, if any, of the amounts paid into escrow will be returned to it if it is
successful in the lawsuit. Currently, the entire billing increases are being included in Purchased Power
Eapensc and recarded as a Purchased Power Rate Increase, current liability (at December 31, 1979, the balance
of the current liability is St1,797.000).
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15. SACRAMENTO MuNiciear Utiiry District

Notes to NOTE 7. NUCLEAR PROPERTY AND LIABILITY INSURANCE  The District is required to maintain lability
Financial insurance and i Federal Government indemnity agreement for Runcho Seco to insure its maximum liability
Statements under the Price-Anderson Act for any third party personal injury and property damage claims arising
(eontinued) from a nuclear incident. On June 26. 1975, the United States Suprenie Court upheld *he constitutionality

of the provisions of the Price-Anderson Act which limit the liability of the owners of nuclear plants to a
fixed dollar amount. presently $360 million per nuclear incident. Recent amendments 1o the Price-Anderson
Act provide that. in the event of a nuclear incident, licensees of operating reactors may be subject to a
retrospective premium adjustment to satisty a portion of the maximum liability limit. Commencing August
o772 a nuclear reactor operator may be assessed 835 million per reactor for a nuclear incident at any
commercial power reactor facility in the United States with the assessment not to exceed S1o mithon per
reactor per vear. Under Jhis legislation. the retrospective premium program becomes effective only

when the msurance limits of $160 million obtained through the American Nuclear Insurers (ANI) and the
Mutual Atonuc Fnergy Liability Underwriters iIMAELL) have been exhausted. In that instance, the
District’s maximum exposure would be S1o mullion per vear.

In connection with the incident which occurred at the Three Mile Island nuclear power plant on March 25,
1974. the District has been advised by the ANIs in-house claims counsel that ANI does not believe that

the primary insurance limits 5160 mullion) will be exceeded by ultimate judgments or settlements although
special counsel retained by ANT has not vet completed its review of the legal and factual determinants

of hiability. Therefore, a provision for retrospective premium adjustments has not been made in the
accompanying linancial statements for the year ended December 11, 1979,

Nuclear property insurance for Rancho Seco is purchased from ANI and the Mutual Atomic Energy
Reinsurance Pool (MAERPI. The District maintains the maximum amount of financial protection available.
currently $300 million, subject to deductibles ranging from $250.000 to $1.350.000. Nuclear property
msurance s an “all risk” coverage which omits the standard nuclear exclusion normally found in conventicnal
property policies

NOTE 8. RANCHO SECO SHUTDOWN  In accordance with a Nuclear Regulatory Commission Order. Rancho
Seco was shut down from April 28, 1979 until early July. 1979. On July 6, 1979. the District was mformally
adwised by PGandE that it intends to submit a bill for $1.290,000 to cover costs incurred during May in
obtaiming capacity from the Bonneville Power Administration to maintain adequate and reliable service
within the Northern California area. PGandE has indicated that the bill will be rendered under a provision of
the District’s w70 Power Sale, Exchange and Integration Contract with PGandE which states that PGandE
shall make capacity available to the District in the event of outages at no charge except to the extent that such
outages cause PGandE 1o incur additional costs to obtain capacity from outside the Northern California
area. PGandE has further indicated that the District may expect additional, similar billings based upon other
purchases of capacity as a result of the Rancho Seco shutdown for the months of June. July and August

of 1979. The District is investigating these potential claims. which have not yet been formally submirted;
however. the District believes. on the basis of the information presently available, that PGandE’s purchases
of capacity were caused by delays in completing its own scheduled generating facilities and its consequent
failure to maintain the reserves contemplated by the 1970 contract, rather than by the shutdown of

Rancho Seco.

Management is unable to estimate the amount of the potential claims or predict what effect. if any. the
ultimate outcome of these potential claims will have, but is of the opinion that the effect on the accompanying
financial sta.cments will not be material. Accordingly. the accompanying financial statements for the

year ended December 31, 1979 do not reflect any provision for such PGandE billings.
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NOTE 9. ANTITRUST SUIT  In Novembe: 1979, a lawsuit was filed in Federal court by 13 corporations
engaged in the electrical contracting business charging the District with violation of the Federal antitrust laws.
The suit alleges that the manner in which the District has supplied the markets for electrical distribution
systems and street and outdoor lighting systems has been unlawful and unfair and has foreclosed and
destroved competition in those markets. It is claimed that. as a result of the alleged violation. plaintiffs
have been injured in their business or property over the preceding four-year period and that their lost revenues
and profits are presently estimated at $17.800.000. The plainuffs are seeking damages in the amount of
$5.3.400.000. Such amount is triple the estimated loss which is the legal eriteria prescribed where a violation
of the antitrust laws has occurred

Management is unable to predict what effect, if any. the ultimate outcome of this lawsuit nught have on
future operations, but is of the opinion that the effect on the accompanying financial statements will not be
material. In addition. outside counsel for the Distniet has indicated that. based upon the present status oi
the proceeding. it is his opinion that the District has meritorious defenses in the case and that it is probable
that the District will ultimately prevail in the outcome of the litigation.

NOTE 10. RECLASSIFICATIONS  Certain amounts in the December 31, 1975 Balance Sheet and Statement of
Changes in Financial Position bave been reclassified to conform with the presentation used in the December
1L 14,79 financial statements.

To the Board of Directors of Sacramento Municipal Utility District;

We have exanuned the balance sheets of £ acramento Municipal Udlity District (a political subdivision

of the State of Californiat as of December 1. 1979 and 1978, and the related statements of net revenue and
changes in financial position for the years then ended. Our examinations were made in accordance with
generally aceepted auditing standards and. accordingly. included such tests of the accounting records and
stich other auditing procedures as we considered necessary in the circumstances.

As discussed further in Note 5 to the accompanying financial statements, Pacific Gas and Electric Company
filed a claim against the District in June 1976, alleging that outages in 1975 and 1976 indicate that the
Rancho Seco plant did not become commercially operabie in April 1975, and that the rights and obligations
of the parties continued to be controlled by an earlier contract. The claim seeks recovery of approximately
$50,000,000. The District believes its position on the claim will be upheld, but the outcome cannot

be determined at this time.

Also. as discussed further in Note 6. during 1978 and 1979, the ULS. Department of Energy placed into
eftect interim rate increases. The District has recorded the related billings as purchased power expense and
is currently placing the funds for payment in escrow because the District contends that the interim rate
increases are not in accordance with its purchased power contract, The United States has filed a lawsuit
against the District to obtain a judicial ruling on this matter. The District believes that its position will be
upheld but cannot at this time determine how much. if any. of the $11.797.000 Lability will have to be paid.
In our opinion. subject to the effect of any adjustments that might have been required had the outcome

of the matters discussed above been known, the financial statements referred to above present fairly the
financial position of Sacramento Municipal Utility D¥strict as of December 31, 1979 and 1978, and the
results of its operations and the changes in its financial position for the years then ended, in conformity
with generally accepted accounting principles applied on a consistent basis.

San Francisco. Califorma ARTHUR ANDERSEN & CoO,
Janaary 10, 8o
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17. Sacramento MuNiciear Unicrry Districr

len Yeor Operating statistics 1979 1978 1‘
Summary —
Customers at Year-End 324.438 304,735
KWH Sales (in thousands)
Sales to Customers
Residental 2,678,806 2.458.990
Commercial. Industrial, and Other 2,792,225 2.601.870
e -
Total 3.471.031 5.150.8066
Sale of Surplus Power 3.333.885 30814911
Total 9.004.916 8.232,777
Revenue (in thousands of dollars)
Sales to Customers
Residential $ 60837 $  53.05=
Commercial. Industnal, and Other 34.008 19,740
Total S 114845 S 103.665
Sale of Surplus Power 35.382 31,558
Total $ 150.227 $ 135.223%
Average KWH Sales per Residential Customer 9.446 9.091
Average Revenue per Residential KWH Sold 2.27¢ 2,198
ower Supply (KWH in thousands):
Hydroelectric Generation 1,673,322 1.705.497
Nuclear Generation 5,717.476 $.9065.812
Purchases 1.890,28¢ 1.866,937
System Peak Demand — KW 1.546.785 1,377.785
Equivalent Full-time Emplovees at Year-End 1.764 1.678
Finar 1al Statistics (in thousands of dollars):
Total Ope.ting Revenues S 150.227 $ 135.22
Operating Expenses
Purchased Power $ 14972 S 11740
Operation, Maintenance, and Taxes 68,424 34,472
Depreciation 22.605 21,769
Total operating expenses 5 106,091 $ N7.981
Net operating revenue S 44.136 $ 47292
Other Income 8,277 6.262
Gross income S 52413 $ 53504
Interest and Other Income Deductions 24.936 23.920
Net revenue for tie year S 27477 $ 2958
Times Debt Service Eamad 2.3 - %
Bonds Repaid $ 16,047 S 15.566
Electrnic Utility Plant $ 829455 S 771499
Capitalizaton:
Long-term Debt $ 526,737 S 493.20%
Customers’ Equity $ 386.271 $ 358794
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