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Sacramento Municipal Utility District

Electricity for people in a 750 square mile area surrounding California’s « apital city is provided by
the Sacramento Municipal Utility District. During 1980, SMUD's service area was expanded to in
clude an additional portion of southeastern Sacramento County which surrounds the Rancho Seco
nuclear power plant, Five directors serving staggered terms of four years eac h are elected by the

people SMUD serves. The General Manager is appointed by the Board ®
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Sacramento Muni

tric Utility Plant
Plant in service, at original cost b 893,252,657
Less Reserve for l_i!‘}‘h'& 1ation 183,973:944

709,278,713
Construction work in progress 77,491,680

Nuclear fuel, at cost less amortization 113,398,987
900,169,380

Reserve funds, consisting of cash and securities
at cost which approximates market
For Revenue Bonds (Note 4) 27,570,228

For nuclear plant decommissioning (Note 1) 3,733,725

31,303,953

Current Asseis
Cash and marketable securities, at cost which
approximates market
General fund 28,566,364
For payment of debt service 13,930,301
Accrued interest receivable 1,647,297

Accounts receivable net 10,352,095

Receivable from sale of surplus power 15,323,171
t 5:323,17

Materials and supplies, at average cost 18,500,643
Prepayments and special deposits 1,192,614
Puichased power rate increase

Escrow deposit (Note 6) 20,028,134
$ 109,540,619
$ 8,293,919

$1,049,307,871




ustomers' Equity and Liabilities

apitalization
Customers’ equity employed in the business
Balance beginning of year

Net revenue for the vear

[otal customers’ equity

Long-terin debt (Note 2)

urrent Liabilities
Commercial paper (Note 3)

Accounts payable

Accrued salaries, wages and vacation pay

Long-term debt due within one year
Accrued interest payabl

Customers’ deposits

Purchased power rate increase (Note 6)

Other

b

$

$

$

$

386,271,433
35,251,381

421,522,814

509,576,740

931,099,554

39,936,608
17,492,178
4,388,177
17,216,453
6,935,742
3,234,806
21,292,669
3,977,959

114,474,592

3,733,725

$1,049,307,871

26,716,

007




Sacramento Municipal Utility Distnct

'

Owperating Revenues

Residential $ 68,446,205
Commercial and industrial 59,538,580
Sale of surplus power (Note 5 50.053,138

Other 1.585,555

Total operating revenues $179,624,478

Operating Expense:
fperation
Purchased power (Note 6) $ 16,401,560 b 14,972,
Nuclear fuel used for generation 19,601,146 212,°
Production 19,767,590 730,2
Other 24,759,756 20,528,

Maintenance 23,129,117 5,953,

Provision for depreciation and decommissioning (Note 1) 27,453,759 2,604,

[otal operating expenses $131,112,978 $106,091

Net operatirg revenue 453,515,500 $ 44.136
Other Income
Allowance for equity funds used during
construction (Note 1) 3,555,268

Interest income and other 8,958,281

Net revenue before interest expense $ 61,024,049
[nterest Expense
Interest on debt 29,470,088
Allowance for borrowed funds used during

construction—credit (Note 1) (3,697,420)

Net revenue for the yveatr $ 35,251,381




Sacramento Municipal Utility District

Years ended December 31

Funds provided from
Operations
Net revenue for the yeat $ 35,251,381
Add non-cash charges
Depreciation and decommissioning 27,453,759
Write-ofts of generation projects 76,018
Add-—Interest on debt 29,470,088

Total available for revenue bond debt service $ 92,251,246

Acdd—Nuclear fuel used for generation 19,601,196
lotal availabie for total debt service $111,852,442 006,283

Sale of electric revenue bonds $ — $ 50, ,000

Sale of commercial paper—net 39,446,608

Decrease in working capitat (excluding commercial paper) 15,366,123
g cag 213 2

Total funds provided $167,155,173 006,

Funds used for

Debt service
Revenue bonds $ 36,802,255
General obligation bonds 8,314,393

Total debt service $ 45,116,648
Additions to plant and nuclear fuel 116,211,971
Increase in working capital —
Additions to reserve funds 3,320,055
Interest on commercial paper 552,22

Other 1,954,270

lotal funds used $167,155,173

Nuntber of times debt servn
by funds available
Revenue bonds

[otal debt




zatior Exemption From Income Taxes
I'he Sacramento Municipal Utility District was
under the State of California

['he Act ¢

the rights and powers

tormed and
‘\1“1‘1\[;‘.‘ |
upon the

rate

operates
',"f“ ",‘f( rs
to 1ix

and charges for commodities or services
furnished, to incur indebtedness and issue bonds

or other obligations and, under certain circum

stances, to levy and collect ad valorem property
taxes. The District’s power to levy property taxes
is restricted by the California Constitution, Arx
ticle X1IT A, which places limits on the taxing
power of all California public agencies ['he Dis
trict is exempt trom payment of Federal and Stats
taxes

1NCOMt

Intangible plant
Generation
}‘\\h\*
Nuclear (excluding decommissioning)
[ransmission
Distribution
Lene YJ:

Lomposite

Method of Accounting: The District’s books and
accounts are based upon the Uniform System of
A

prescribed by the Federal Energy Regulatory

wunts for Public Utilities and Licensees

Commission, the same accounting system which
investor-owned electric utilities operating in Cali
fornia are required to follow

Depreciation, Amortization, and De
\’zf‘a‘ xds

on the historical cost of electric properties on a

MHIISSIONING

'he District provides for depreciation

straight-line basis at rates determined by engi

neering studies. The average annual depreciation

rates for District plant in 1980 and 1979 were

.93

The costs of replacement property units are
r
charged to plant. Repair and maintenance costs

are charged to expense, including such costs as

sociated with refueling the Rancho Seco nuclear

plant. Ranche Seco was refueled in 1980, but not

in 1979
I'he District amortizes the cost of nuclear fuel

on a unit-of-production method, based on the

original cost of nuclear fuel plus e« timated costs
f disposal escalated for inflation to the

antici

pated time of disposal

Decommissioning of the nuclear power plant
has been estimated at $77.3 million in 1978 dol
lars. This amount will be reviewed and adjusted
periodically to reflect the latest practices of plant
decommissioning. The District established the
decommissioning fund on January 1, 1980, to set
aside decommissioning costs over the remaining
25 vears of plant life. The $77.3 million has been
escalated for inflation through 1980, and is used
to establish the reserve for decommissioning
and to make cash deposits into the fund. Fund

management is under District control
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Sacramento Municipal |

Allowance for Funds Used During Construction
I'he totai allowance for funds used during con
struction in 1980 and 197g amounted to approx
imately 6.1% and 5.9%, respectively, of eligible
nuclear fuel and plant under construction
ketirement Plin he District’s employees are
covered by a contributory retireme~t plan ad-
ministered by the State of California Retirement
System. The District’s policy is to fund retire

mant costs as accrued and contributions for 198«

Long-term debt outstanding at December 31, 198

General Obligation Bonds
Electric Bovids, 2%, 1981 to 1990
Building Bonds
4% 4‘3”‘0 1981 tO 1992
SMUD Bonds, Series C
4" %, 1981

Revenue Bonds

Upper

3 ho Y%-3%%0 %, 1981 to 1991

White Rock Project Bonds
Series A and B, 1%4%-3129
Series C and D, 6% %-7%

Electric Svstem Bonds
3%-3%20%, 1081 to 1983

Electric Revenue Bonds

Series A-H, 4% %-7%, 1981

[otal bonds

Purchase Azreement, 3% 1 t0 2000

Less—Bond discount, White Rock Project, Series (

Less—Amount due within one vear

and 1979 amounted to $6,642,000 and $5,121,000
respectively. Rellecting improved benefits ot the
plan and actuarial studies, the District’s rate of
covered payroll contributed to the plan in

creased from 15.31 % to 17.19% effective July 1
1979, and to 17.51 % effective July 1, 1980, The
State Retirement System has reported that the
District’'s share of the actuarially determined
unfunded obligation as of June 30, 1980, was

approximately $62,000,000

and 1979 was as follows

1980

5,424,000 144,000
5,765,000

6,700,000 000

American River Project Refunding Bonds

46,600,000

33,805,000 645,000

54,800,000 400,000

Z,BSG.O()() 000,000

370,600,000

$526,549,000 b 000
1,347,932

$527,896,932
1,103,739
17,216,453

$509,576,740
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Sacramento Municipal Utility Distric,

I'he District is authorized to issue commercial
paper not to exceed $50,000,000 W ith a term not
to exceed 270 days

'he District first issued commercial paper on
October 23, 1980. As of December 31, 1980, there
was $39,9137,000 of the District's commercial
paper ( wtstanding at an effective interest rate of
8.19% . The maximum amount of commercial
paper outstanding at any month-end during the
vear ended December 31, 1980, was ‘i-‘sq.uxl"(»n‘

During the period from O tober 23, 1980
through December 31, 1980, the approximate ef-

fective interest rate for commercial paper was

Reserve funds for revenue bonds at December 31

Frectric System Bonds
Electric Revenue Bonds
White Rock Project Bonds

All Parity Bonds

7.37%, the approximate average commercial
paper outsta nding was $33,085,000 and the av-

erage term was 30 days. The effective interest

rates were computed on a uaily basis weighted

for the amount borrowed at each rate and in-
clude the dealer’s and bank line-of-credit fees

A line of credit is maintained to support the
sale of commercial paper. The District compen-
sates the bank for the line of credit by fee
payments. During 1980, the District utilized the
bank line of credit in the amount of $5,000,000
for seven davys at an effective interest rate ot

8.47%

1980 and 1979 were as follows

1980

$ 1,000,000 $ 1,000,000

20,267,920 20,501,565
929,986
5,372,322

$27,570,228

In April 1975, the Rancho »eco nuclear plant
began commercial operation, and the District’s
surplus power billirigs 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 con-
tract with PGandE. The contract provides that
PGandE shall purchase the District’s unused
generating capacity, the energy generated by
that capacity and also tae surplus energy gener-
ated by capacity used by the District Under the
contract, payments tor capacity continue during
periods of plant shutdown although payments

for energy do not
4

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 rotors
were replaced, and the plant went back into op-
eration in late February 1976. It was again taken
out of service in early April 1976 for replacement
of the generator stator windings and was re-

turned to service on October 10, 1976




Ranch

Plasnt
Fiant

S

el

Sacramento Municipal Utility District

In June 1976, PGandE filed a claim against the
District alleging that the matters referred to
above indicate that the Rancho Seco plant did
not become commercially operable in April 1975,
and that ‘he rights and obligations of the parties
continued to be controlled by an earlier con
tract. 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 capacity and energy which it
should have received from Rancho Seco. The
District and PGandE have executed ar agree-
ment whereby PGandE has agreed that any
award or judgment it receives based on is claim
will be subordinated to the rights of holders of
documents evidencing indebtedness of the Dis-
trict issued prior to the date of such award or
judgment, and has further agreed that amounts
including interest, collected or offset by reason
of such award of judgment during any month
may not exceed six percent of the District’s
operating revenues from retail sales during the
preceding month

On May 10, 1979, PGandE and the District
signed an agreenmen. submitting the claim to
an arbitration panel. Under the agreement
PGandE has abandoned its claim for the
$20,000,000 and additional expenses alleged in
the claim to have been incurred in the purchase
of replacement capacity and energy. The hearing
before the arbitration panel is scheduled to
begin on April 6, 1981. While the outcome of this
dispute cannct be predicted with certainty, the
District believes that it has meritorious defenses
and, in addition, that an indemnity provision in
the contract under which the District purchased
the Rancho Seco turbine generator from the
Westinghouse Electric Corporation obligates
Westinghous. to pay any judgm. at which
PGandE may obtain. The District also asserts
rights of indemnity against Babcock & Wilcox

Co. and Bechtel Power Corporation

In accordance with a Nuclear Regulatory
Commission Order, Rancho Seco was shut
down from April 28, 1979, until early july 1979
On April 30, 1980, Pacific Gas and Electric Com-
pany filed a claim against the District to recover
a portion of the costs it incurred during the
months of May through September 1979, in pur-
chasing capacity from the Bonneville Power
Administration. The claim is based upon a
provision of the District’s 1970 Power Sale, Ex-
change and Iniegration Contract with PGandE
which states that PCandE shall make capacity
available to the District in the event of outages at
no charge except to the extent that such outages

cause PGandE to incur additional costs to obtain

capacity from outside the Northern California

area. PGandE contends that its Bonneville pur-
chases were made necessary by the Rancho Seco
outage . The PGandE claim does not specify an
amount, but, based upon informal discussions
with PGandE representatives, the District’s
present undersianding is that PGandE s posi-
tion is that the claim will total approximately
$4,000,000. The District disagrees with the
method by which PGandE has computed this
amount and believes, on the basis of the infor-
mation presently available to it, that mo t of
PGandE's purchases were caused by de i ysin
completing PGandE’s scheduled gener: 'ing fa-
cilities and by PGandE's consequent failure to
maintain the reserves contemplated by the 1970
contract, rather than by the shutdowrn of Ran
cho Seco. The claim is now being informally dis-
cussed between the District and PGandE. At
this time, the District is unable to predict in
what manner or in what amount it will ulti-

mately be settled
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| Contingencies

sacramento Municipal Utility District

On May 25, 1978, and November 1, 1979, interim
rate increases for power purchased from the
Central Valley Project (€ VP) were ;‘Id\\'d into
effect by the U.S. Department of Energy. The
estimated a~nual billing increase to the District

under these interim rates is approximately

$+.7 million. The proposed rates will not become
i

final until they are confirmed and approved by
the Federal Energy Regulatory Cormnmission

I'he District is presently paying into escrow that
portion of each monthly bill representing the
increase over the rates in effect before May 25
1978 (at December 31, 1980, the balance in es-
crow was $20,028,000), pending conclusion of a
lawsuit filed against the District by the United
States to obtain

judicial ruling on the District’s

contention that riteria being used in the

Estimated construction and nuclear fuel
expenditures in 1981 are $130,594,000 and
$36,746,000, respectively. The total cost of
nuclear fuel under contracts for future reloads
(covering the period 1981 to 1988) is estimated to

be approximately $176,616,000

rate proceedings are nut 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 of Calhfornia granted

a motion for summary mdy,mum against the
District. On July 20, 1979, the District filed a
notice of appeal to the United States Court of
Appeals for the Ninth Circuit. The District can-
not 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 increase is included in Purchased
Power Expense and as Purchased Power Rate In-
1980,

the balance of the current liability is $21,293,000

crease, a current liability. At December 31

['he District is a defendant in various actions
including a suit filed by 13 electrical contractors
alleging that the District’s practice of construct-
ing it~ own distribution facilities violates the
antitrust lJaws, Management is unable to pre-

dict what effect, if any, the ultimate outcome of

these suits might have on future operations

But, after evaluating this claim and discussing it
with staff counsel and with the law firm retained
to defend the District, managemenc is of the
opinion that the effect on the accompanying fi-

nancial statements will not be material




Sacramento Mumnicipal Utility

To the Board of Directors of Sacramento Municipal Utility District

We have examined the balance sheets of Sacramento Municipal Utility District (a political subdivi-
sion of the State of California) as of December 31, 1980 and 1979, and the related statements of net

revenue and changes in tinancial position for the years then ended. Our examinations were made
in accordance with generally accepted auditing standards and, accordingly, included such tests

of the accounting records and such other auditing procedures as we considered necessary in the

circumstances

As discussed further in Note 5 to the accompanying financial statements, Pacific Gas and Electri
Company has filed two claims against the District resulting from unplanned shutdowns of the
Rancho Seco Nuclear Plant. The first claim of approximately $50,000,000 seeks recovery of dif-
ferences in payments between a contract in effect prior to ~ommercial operation and the current
contract. The second claim seeks recovery of costs incurred to purchase capacity from other sources
and is in the amount of approximately $4,000,000. The District believes that its position on the
larger claim will be upheld and that the amount of the second claim is greatly overstated, but the

outcome of these claims cannot be determined »t this time

Also, as Jiscussed further in Note 6, during 1978 ard 1979, the U.S. Department of Energy placed
into effect interim rate increases. The District has recorded the related billings of $21,293,000 as pur-
chased power expense but is currently placing funds for payment in escrow 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
cannot determine at this time how much, ir any, of the $20,028,000 which is now in escrow will be

refunded if it is successful in this action

Ir: our opinion, subject to the effect of any adjustments that might have been required had the out-

come of the matters discussed above been known, the financial statements referred to above present
fairly th= tinancial position of Sacrar-ento Municipal Utility District as of December 31 1980 anc
1979, 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

ARTHUR ANDERSEN & CO




Customers at Year-End

KWH Sales (in thousands)

Sales to Customers

Commercial, Industrial, and Other

[otal

Sale of Surplus Power

[otal
Revenue (in thousands of dollars)
Sales to Customers

Residential
Commercial, Industrial, and Other

Total

C 1 )
Dale '?“U!;‘lxr Power

Total

Average KWH Sales per Reside  al Customer
Average Revenue per Residential KWH Sold

Power Supply (KWH in thousands)
Hydroelectric Generat
Nuclear Generation
Purchases

Svst

vstem Peark Demand —KW

Eguivalent Full-time Employees at Year-End

Eistan bichs in thoucand f A
Fmmancigl Statistics (i thousands of aodars
' .

4 s$i910 —p—
total Cperating Kevenues

Unperating } PEN SO
Purchased Power
Operation, Maintenance, and Taxes

Depreciation and Decommssioning

I ita perating expenses

~ { . >
el revenue tor the vear

Iimes Debt mervice Earned—Revenue B

Long-Term Debt
Customers’ Bquity

180

335,091

2,587,168
2,764,700
5,351,868
3,306,254

8,658,122

$ 68,446
61,124

$ 129,570
50,053

$ 179,623
8,776
2.66¢

2,595,983
4,408,608
1,899,292
1,573,967

1,868

$ 179,623

$ 16,402
87,257
27,454

$ 131,113

$ 48,510
12,514

$ 61,024

25,773

$ 135,251

2.5
$ 16,485
900,169

o

509,577
421,523

o




1978 s RS 7 T ] }976%7 el . SRS 1973 1972 1971

309,735 296 541 282,621 273,259 264,159 254 646 245,449 234,128
2,458,990 2,222,998 2,102,704 2,034,017 1,903,777 1,873,373 1,732,798 1,611,792
2,691,876 2,544,239 2. 504 313 2,376,723 2 227 ow - 334 503 3/ z()4 42; 2,038, 24;
5,150,866 4,767,237 4,607,017 4,410,740 4,130,836 4,207,876 3,937,223 3,650,037
3 Ga1,911 2,923.955 159 196 1 835 952 - - o
8 232,777 7,691,192 4,766,213 6,246,692 4,130,836 4, 207 876 %, 937 3 3,650,037

53,955 $  44.497 $ 40,553 $ 35,188 $ 32,497 $ 29,686 $ 26,624 $ 23,302
49,710 43,157 41,405 35.497 32430 30,957 z& o48 24,373
103,665 $ 87,654 $ 81 958 $ 70,685 $ 64,927 5 60,643 5 54,672 $ 47,675
31,558 33, ;7() 20,988 28 551 - —_ ——
135,223 121,224 $ 102,946 $ 99,236 $ 64,927 $ 60 643 $ 54 672 $ 47, 675
9,091 8,597 8,491 8,500 8,244 8,416 8,116 7,928
2.1 2.00¢ 1.93¢ 1.73¢ 1.71¢ 1.58¢ 1.54¢ 1.45¢
1,705,497 209,717 1,038,936 2,023,803 2,584,467 1,853,606 1,591,129 1,664,528
4,965 B12 5,870,832 2,181,261 2,472,624 207,223 — — —
1,806,937 1,904,428 1,855,626 2,016,288 1,602,556 2,586,927 2,636 552 2,240,277
1,577,785 1,353,589 1,329,983 1,272,389 1,201,188 1,173,588 1,099,188 1,020,389
1,678 1,559 1,442 1,447 1 375 1,302 1,242 1,166
$ 135,223 $ 121,224 $ 102 946 $ 99,236 $ 64,927 " 60,643 $ 54,672 $ 47, 67;
$ 11,740 % 7.780 $ 7,643 $ 8050 $ 8059 $ 9.914 $ 15,600 $ 8,661
54,472 55,032 26,367 38,838 16,811 14,504 13,153 11,435
21,769 20,795 "552 18,227 8 010 7 698 7:337 6 48
S B7.981 $ 81 607 $ 64 -;hz $ 6; 115 $ 32, 88«» $ 32 116 $ 31,090 $ 26 579
S 47.242 3 7.7,617 $ 138, 184 $ 134,121 $ 32,047 $ 28 527 5 23, ;82 $ 21 anv
6,262 5,270 5,254 8 986 29,976 23,377 15,017 10 qu
® 53,504 $ 42,887 $ 4'4 638 $ 43107 $ 62,023 $ 51.904 $ 38 509 $ 31 104
23,920 24,568 4 946 25,226 25,762 22,524 1‘% b 8 13,105
$ 20,584 $ 18,319 $ 18 hq- % 1"881 $ 36,261 $ 29, 18(» $ 19,941 b 18089
2.2 1.9 18 1.7 1.9 2.1 2.0 2.0
15,556 $ 16,657 $ 15,648 $ 15,145 $ 11,053 % 6,607 $ 6,237 $ 5808

771,496 $ 739,185 $ 729,178 $ 722,081 % 705,812 % 649,036 $ 571,896 $ 466,091

493,205 $ 469,225 $ 484,827 $ 478,150 $ 494,165 $ 509,671 $ 420,093 $ 340,565

358,704 $ 329,210 $ 310,892 $ 292,200 $ 274,319 $ 238,059 % 208,679 $ 188,738




Sacramento Municipal Utility District

SMUD Information A T R L

Board of Directors

Paur W, Carr, President

Donarp C. McCrain, Vice President
Wittiam O. Bairp

Riciarp D. CasTrRO

Gary Hurss

Wn. C. Warsrioce, General Manager

Joun | Martimok, Assistant General Manager and Chief Engineer
Wm. 5. BossenMAlER, Assistant General Manager and Controiler
Ww. K. Larnam, Assistant General Manager, Operations
KenneTH | MeLLor, Asgistant General Manager and Treasurer
Davio § Karran, General Ccunsel and Secretary

Department Managevs

Berry Boves, Land

WiLiam . Conpon, Data Processing

Joun D. Dunw, Transmission & Distribution Operations
Leo A. Fassier, Distribution Planning
Georce F Fraser, Distribution Construction
EarL M. GasrieLni, Customer Services
WitLiam |. HAMMOND, Services

Joun P. Hivrz, Hydro Operations

Praccre R. Hoviek, Conservation

Donaro W. Howron, Consumer Relations
Gowrpon B. MegriLL, Purchases & Stores
Joun H. MicHELMORE, Accounting

Davras G. Raascu, Generation Engineering
Josn L. RAVERA, Engineering

RonaLp |. Rovricuez, Nucdlear Operations

Bond Counsel

Orrick, HERRINGTON, & Sutcrirre, San Francisco

Trustee and Paying
Agent

Bank oF AMERICA NATIONAL TRUST AND SAVINGS AssOCIATION, San Francisco

Pay’mg};,:nts

Crrsank, N.A |, New York
Harris TrusT AnND Savings Bank, Chicago

Engineers

R.W. Beck AND AssocCiaTes, Sacramento

Auditors

ArvHUr Anpersen & Co ., San Francisco

Financing Consultants
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LexMAN Broriers Kunn Loes IncorroraTED, New York

SACRAMENTO Municipat Utiiry DisTricT, 6201 S Street, Sacramento, California 95817
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