
exist. For example, PG&E’s energy 
efficiencies are paid for by a public 
goods charge levied by the California 
Public Utilities Commission, which 
for San Franciscan ratepayers totals 
$7 million per year. The city-owned 
system would manage that money 
instead — and that surcharge is 
already included in the average rate 
we calculated.

Furthermore, there are state and 
federal subsidies that can be applied 
to renewable energy purchases 
— these would be given to custom-
ers to purchase rooftop solar panels, 
wind turbines, and other distributed 
generation that could contribute up 
to 72 MW of the initial 50 percent 
in the first phase of the CCA plan. 
The city already gives $3 million in 
solar incentives to residents, and this 
program could be expanded with 
additional revenue generated from the 
power business.

We assumed the city could 
generate a substantial portion of the 
power it needs from renewables. For 
the first few years, power would still 
need to be bought on the spot mar-
ket; we included those figures in the 
expense column.

The total costs for operating 
the system — including operations 
and maintenance, power purchases, 

and replacing the taxes that PG&E 
currently pays to the city: $524.45 
million.

THE REVENUE SIDE
But after all the expenses are added 
up, selling electricity is still a lucrative 
business. If the city kept power rates 
at the same level PG&E currently 
charges — that is, if nobody’s electric 
bill went up or down at all — the 
city would clear $214 million a year 
in surplus revenue from the system. 
That’s almost as much as the current 
budget deficit.

Of course, a public power agency 
— run by accountable public offi-
cials — might decide to cut rates 
instead of banking cash. So we ran a 
scenario in which the city would cut 
rates by 15 percent. The bottom line: 
San Francisco still comes out $107 
million ahead.

How can a city agency sell 
power so much cheaper and still 
make money?

For starters, PG&E has a guar-
anteed profit margin of 11.7 percent, 
approved by the state. A city-owned 
system doesn’t have to please share-
holders with its profit — any surplus 
here could be folded into the general 
fund, remain in the San Francisco 
PUC piggy bank for future infra-
structure needs, or be refunded to 
taxpayers. This is the basic difference 
between public and private ownership 

of a utility — and it translates into 
lower, more stable rates over time.

“For a number of years, we 
had no rate increases at all,” 
said SMUD’s Chris Capra, who 
explained that the agency was able 
to stave off rising natural gas prices 
because of bulk purchases locked in 
at low rates. Last year the elected 
SMUD Board voted for a 7 percent 
rate increase to cover rising power 
costs and replace equipment.

The agency’s rates are still far 
lower than what San Franciscans pay 
to PG&E — and the private utility 
has announced it will seek a 6.5 per-
cent rate increase in January. 2

It’s cheaper in Sac’to: Assembly Member Mark Leno, who lives in San Francisco but has an 
apartment in the state capitol, gets electric bills from PG&E (private) and SMUD (public). SMUD 
charges him 9.2 cents a kWh; PG&E charges 11.5. That’s a difference of more than 20 percent.
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“For a number of 
years, we had no rate 
increases at all.”
SMUD spokesperson Chris Capra


