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Decision No. __ 8..10188....--.... 6I.1.jS''------'MAY 311978 

BEFORE '!HE PU:sLIC urn.I'rIES COMMISSION, OF THE STATE OF CALIFOlU-c"'IA 

Application of AU:X. BROWN ELECTRIC ) 
COMP~"Y and SACRAMENTO MUNICIPAL ) 
UTn.I'r';{ DISIlUCT for an order ) 
authorizing the former to sell' ) 
and COrNey to the latter the ' ) 
electric facilities herein » 
descnOed. 

) 
------------------------------~) 
Joiut Application of AI.EX BR~ ) 
EI..EC!lUC COMPANY and PACIFIC GAS } 
AND ELECIRIC COMPANY for &n order ) 
authorizing.,. among other thillgs, ) 
(a) the£ormer to' sell and ) 
COrNey to' the latter the electric } 
facilities herein described, (b) ) 
Pacific Gas and Electric 'Company ) 
to make effective electric ear1ff ) 
schedules as herein requested. 

(Electric) 

Application No,~557'50' 
(Filed .:rune 19, , 1975) , 

(Amended August 22,' 1977) 

Application No.SS7:51 
(Filed,June 19, 1975) 

Forrest A. p:.ant:, Attorney at !.aw, 
for Alex Brown Electric Company; 
Kermit: R .. Kubitz, Attorney at Law, 
for Pacific cas and Electric 
Company; and David S. Kaplan, 
Attorney at taw, for sacramento 
MUnicipal Utility District; 
a.pplicants. 

Robert T. Baa, Attorney at taw, 
for the COmmission'staff. 

OPINION -.--..--- .... -
By tlleir amended Applie.a.tion Nt> .. 55750, Sacramento­

MuniCipal Utility Distric1: (SMUD) and Alex Brown Eleetric 

Company (Alex 'Brown) request authority for Alex 'Brown to sell 
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and SMUD to ?urcha~e certain elee~ric faci:i~i~s in the area of 
~alnut Grove, California; to consumma~e this s~le in accordance 
with the teres of .'l contract &:.ted June 23, 1977 (contract); and 
to relieve th~ company. concurrently with the sale and t=ansfe~. 
of the facili~ics. of the public utility duties and responsibili* 
ties of an electric cor;>oration ",oithin the Oirea involved. A .CO?Y 

of the contract is attached to the amended applicati?n as 
E.-xhibit A. 

The eo~=~aet provides that th~consioeration eo be p3id 
bv $XL'!> to Alex Bro· ... -n shall be $63.533 fo:- the electric distribu-.. 
tion fAcilities cor.sisting 0: poles, fixtures, conductors, trans­
forme=s~ 5"'~tching d~iees. cue-outs, services, meters. street 
lig~ting faciliti~s. ap?liar.cc~. and other enumerated items sct 
£o:eh in See~ion ! 0: ~hc co~~~ac:p which s~ll he=cirAf~er b~ . 

~ ... ~6 ... ~ac ... ~1i·ie~ ~-e ~~o··- or. ~ -~~ ........ -- ... -~- ......................... ~1" 

e~~i~lec Exhibit A at~aehed ~o ~he co~~~ac~. 
~v~ wil: com~ensate Alex B-::o·Jri :o~ any additional 

c~?ital additions y -::eplacements, o:::,necc~sary bett~rment:s of the 
facilities inst~11ed and ?'lid fo::: by Alex Bro~ between th~ d3,tc 
o~ the contract an<!. the date 0: actual conveyance. 

Alex Bro~"n wi..ll iX\y :r-... 'tt j)ortion of th4! 'real and 
j)e=sonal p-::operty ~es for the C\~~t fiscal year prior to the 
date of conveycnce 0: the fa.cility. SML,:) will arrange for cancel­
lation of the i?Ortion of such taxes allocable to ~he- rema.iningof 
a ?Ortio~ of th-c yea:: beginning upon acquisi'tio:l by.SMO'D· of the 

f.:tci::'itic5 pu:.-suant to Section 49S6(2) (b) of the Rcve'nueand 

'!'axa t ion Cede. 
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!he contract contains the provision that it shall' not 
become effective until the Commission shall authorize, Alex B1:oW"n 

to carry out the ter.:ns of the contract. Alex Brown's reasons for 
exeeuti-og and desiring to consummate the contract~ which is 'dated 
June 23" 1977, are as follows: 

"The o'Wners and operators of Alex Bro'Wndesire 
to ~thdraw from the electric utility business 
and be relieved of the duties and responsibili­
ties thereof~ and SMUD desires to' purchase the 
facilities of Alex Brown and continue service: 
to the area served on the map attached to the 
agreement as Exhibit A to said agreement. The 
owners and operators of Alex Brown belie'V'e SMOD 
is able and' desirous to furnish depeneable " 
eleetric service to present and f,rospe<:tive 
customers in the aforesaid area. ' ' 

Alex Bro'Wtl. and SMt1D assert that the contract of June 2:>, 

1977 is fair" just" and reasonable to the parties thereto and the e customers affected thereby; that the properties and business which 
Alex B1:ow. has agreed to sell to SMlJD a1:e reasonably wrth the 
amount SMOD has agreed to pay therefor; and that Alex Bro'WU and 

SMOD desire to effectuate the agreement in accordance with its 
provisions. 

'e 

Customer deposits held by Alex Brown,. if any, sb.qll be 

paid over to SMtlD. SMtJD shall assume the obligations for t~e 

customer deposits subject to the provisions: of the contract. 
By memorandum dated March 23,. 1978 the Director of the 

Commission's Finance Division stated that he had no objection to 
an ex parte decision authorizing the requested transfer. 

By the original joint Application No. 55750 Alex Brown 

sought authority to sell and SMUD sought authority t~ purchase 
part of the facilities of Alex Brown" aI1d by their Application 
No. 55751 }.lex Brown sought to sell and Pacific Gas a.nd Electric 
Company «PG&E) sought to purchase the other part of Alex 'Brown's 
facilities. 
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At the time Oof filing the Ooriginal applicatiOon, Alex 

BrOown furnished electric service tOo' apprOoximately 300 meters in 

an area Oof apprOoximately 2,400 acres surrOounding the unincOorpOo-. 
rated community Oof 'Walnut Grove in the Delta region Oof' Sacramento 
County. The system. ~$ esta'blished i'.O. 1911 and at the time Oof . , 

filing the original applications on June 19. 1975 was. owned by 
18 descendants of the fOounderWhOo died in 1924. NOo certificate 

of public comrenience and necessity has ever 'been issued. All 
of Alex Brown's power was purchased from·SMUD and its rates were 
unchanged from 1947 tOo June 19, 1975. 
. According to Alex BrOown' s annual report to the Commission 

as of December 31, 1974, the original cost of the 'properties to 'be 
transferred was $99,292.19. The depreciation reserve was $71,263.83, 

resulting in net plant of $28,028.36. There were no customer 
deposits Oor advances for construction. 

The consideration for the proposed transfers in the 
original applications 'WaS $38,385 to 'be pai<! by SMUD and $30,148 
to 'be paid by PG&E. In addition the pU'rchasers were to compensate 

Alex Brown for any required capital additions or replacements to 
the facilities paid by Alex Brown. 

Several protests to the. proposed PG&E transfer ~~re 
received and on September 10" 1975 a public hearing was held in 
'Walnut Grove before Examiner Boneysteele. Although one witness 
supported the sale of facilities to PG&E, two others testified in 
opposition, and one witness presented a petition with 13 signers, 
mostly buSiness people, from the area proposed to be transferred 
to PG&E. The protestants were concerned that PG&E would even­
tually apply its regular rate schedules to the Alex Brown area 
and that these :rates would be much higher than those of SMUD. 

One witness pointed out that since SMUD was presently supplying 

the power distributed by Alex :s.ro'Ym.~ service· to the entire area 
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would not be an additional burden on SMUD. This witness also argued 
that as a Sacramento Co\mty taxpayer he was being required to pay 

additional taxes to offset SMUD's ~-free status~ and felt that he 
should receive some benefit for these higher county taxes through 
SMU'D's lower rates. The witness said tba. t the affected customers 

had made no attempt to annex to SMOD because they 'Were unaware that 
a transfer of their area to PG&E was impending. 

The case 'WaS submitted on the day of the hearing : and ~ 
thereafter~ on September 24, 1975 the presidi~officer issued 
an Examiner's Ruling which contained~ among other things,. the 
following: 

"The customers t concern that the transfer of 
the facilities south of Snodgrass Slough 
would result in higher rates af>pears to be 
well founded. The Com:mission has~ in 
Decision No. 84902 dated Sep-tember· 16,. 1975 
in general rate increase App1icatioas 
Nos. 54279,. 54280,. and 54281,. complated a 
major restructuring of PC&E's electric and 
gas rates. !'his restructuring resulted in 
the virtual elimination of special rate areas 
created as a result of acquisitions. PG&E 
has now on file Applications Nos. 55509 and . 
55510 for further general increases in rates. 
It is indeed doubtful if a unique special 
rate area for thirtyaccotmts could survive 
a redeSign of rates iIXV'olving almost three 
million customers. Service to the entire 
area by SMUD would require n~ additional 
generating capacity on SMtTD' s part and seems 
to be the most reasonable alternative. 
Since it is not practical to authorize the 
tra.nsfer of the northern system to SMOD and 
require Alex Brown to continue service to the 
remaining 30 customers on Tyler Island, sub­
mission of both applications will be set 
aside and 1:hey will be taken off calendar 
until April 30,. 1976,. to permit the affected 
customers an opportunity to seek annexation 
to SMUD. If, by April 30,. 1976,. the Commission 
has not, by Blnendment to, Ap~lieation No. 55750, 
received a requese to transfer the entire 
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Alex Brown system to $MUD 7 Applications 
NOs. 55750 and 55751 ~~ll be decided on 
this re~ord. . 

'~ccordingly i~ is ruled tba~ submission of 
Applications Nos. 55750 and 557Sl is set 
aside aDd that the proceedings be taken off 
calendar until April 30, 1976." 

By Decision No. 85496 dated March 2,. 1976 the Commission 
concluded ehat: 

"1. The proposed service by SMUD to that' 
portion of the service area. of Alex Brown 
described in Application No. 55751 will 
not impair the ability of PG&E to provide 
adequate service at reasonable rates within 
the remainder of PG&E' s sexviee area. 

"2. The Executive Director of the Commission 
should be ordered to forward a certified copy 
of this order to the Sacramento I.oc&l Agency 
Foxmation Commission." 

On March 29, 1976 an Examiner's Ruling extended the 
April 30 7 1976 due date for submiss~on of an amenc1men:e to Applica­

tion No. 55750 to September 30, 1976. On September 3, 1976, an 
Examiner's Ruling extended the date to March 30, 1977, and on 
March 29, 1977, the due date 'WaS extended to June 30, 1977. 

On September 10, 1976 the Sacramento I.oeal Agency 

Formation Commission approved the annexation of the service area 
toSMtm. The decision noted that there had been no' objection 
from PG&E to such annexation. 

By letter dat:ed March 24~ 1978 Alex Brown reques1:ed that 
Application' No. 55751 be dismissed and s1:ated that PG&E joined in 
the request. 
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Findings 

1. The acquisition, maintenance, and operation by SMcrD of 

Alex Brown's i"acilities '"Idll not be adverse to the public interest.. 

2. Further public hearings are not necessary. 

3· All credit deposits from. customers held by Alex Brown 
will be transferred to SMUD subject t¢ the terms of t.he contract 
and Will thereafter become obligations of'SMUD. 

,4,. PG&E has not objected to the proposed sale of the facilities 
'by Alex Brown to SMUD. 

5. It can be seen with certainty that there is no possibility 
that the activity in qu.estion may have a significant ef!ect on the 
environment. 

6.' , The authorization granted shall not be construed as a 
finding of' the vaJ.ue of the rights and properties authorized to 
be trans! erred.. 

7. Application No. 55751 should be dismissed .. e The Commission concludes that Application No. 55751 should 
be dismissed and the authorization sought by, Application No. 55750~ 
as amended, should be granted. 

QB:.2!! 
IT IS ORDERED that: 

1. Alex Brown Electric Company may sell and convey to the 

Sacramento Municipal Utility District, in acco:-dance With the 

terms of the contract dated June 23,1977, a coPY' of'which is. 

attached to the application, the electric distribution racilities 
described therein in the area shown by the map attached to the 
contract. 

2. Upon completion of' the sale and transfer authOrized by 
this ord.er and upon compliance with all the ter.ns and conditions 

, , 

of' this order, Alex Bro-wn Electric Company shall be relieved, of' 
its public utility obligations in coxmection With the utility. 
system transferred. 
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3. Alex Brown Electric Company shall~ wIthin thirty days 
after said sale and transfer ~ n()tify this Commission in writing 
of the date thereof~ and file with the Con:uission. a true copy of· 
the bill of sale or other instrl.JX:lent of transfer. 

4. In the event that the Sacrament:o Municipal Utility 

District: does not consummate the purchase of the property und~r 
the terms of the contract dated June 23;, 1977 ~ within ewo years 
after said date~ the authority hereil'l. granted shall expire. 

S. Application No. 5575l~ filed June· 19;, 1975~ is dismissed. 
The effective date of this order shall be thirty days 

after the date hereof. 

Dated at &n P't-and.800 ~ Ca.liforni.a~ 
----------~~~~~-----------this 'BIg day of __ P_~M=A.;..:Y ____ , 1978. 

-8-

; ~&A' 7?es~: .. 
0.. .""."».. " ..... 

. • ~." I : ,- '~ , , •• ' : 

. . ", . 

COmmissioners . 

Co:m::1Z:;ionor Robert ':Bat1nov1ch~ bo1Dg'·· 
lloce~::ar11y ab~nt.. cUd not participate . 
!n tJ:1e ~U:SpoS1t1on·',ot ·t.h1$l>roee~ 

. 
:o=nisSi~ner Cl3.ire,!t';~~elc. 'be,!;lg·'; 
.... eeess:).r' .ly- e.:b~":::1; •. d..d.llO't ,,:pa.rt1ei;pe.to • 
!.!:. ~o. d.! 3:pQai -eion . or. thi:s. .1'rOeood1:cg~ .. 


