
approves RCNLD as a method for 
valuing improvements to land, such 
as the electric facilities at issue here,” 
Rubin wrote.

But appraisers disagree with 
Rubin. “The Code of Evidence sec-
tion they are referring to mentions 
RCNLD as one of many pieces of 
evidence that can be considered in 
valuation cases,” a veteran appraiser 
with knowledge of PG&E’s system, 
who requested anonymity, told the 
Guardian.

Because PG&E is a regulated 
utility that passes all the capital costs 
of doing business onto customers, 
many valuators argue that the rates 
those customers pay (reflected in the 
BOE figures) indicate the true value 
of the system.

“The value is the value is the 
value,” the appraiser said. “Both 
PG&E and the BOE agree that fair 
market value is approximately equal 
to rate base.” That, in this case, would 
be about $600 million.

William Marcus, a lead econo-
mist on utility issues for JBS Energy 
with 29 years experience in the field, 
told us that the standard method 
employed by the BOE in valuing 
energy utilities is original cost less 

depreciation and deferred taxes. 
“I’m not going to tell you RCNLD 
is $4 billion because PG&E has 
been known to come up with very 
high values,” Marcus said. Even 
the RCNLD value is “almost cer-
tainly a serious matter of controversy.” 
Marcus, a Yolo County resident, wit-
nessed the 2006 public power battle 
between the Sacramento Municipal 
Utility District and PG&E, and said, 
“There was almost a factor of four 
between what PG&E was saying and 
what SMUD was saying and they 
were both using RCNLD.”

“A reviewing court might look 
at RCNLD but would also look at 
original cost,” Marcus said. “So you’ve 
got a high end and a low end.”

The city would pay an interest 
rate of between 4.5 to 5.5 percent 
on revenue bonds, according to Ken 
Bruce in the Board of Supervisors 
Budget Analyst’s office. He pointed 
out that revenue bonds are repaid by 
dedicated revenue streams that are 
identified prior to the bond issuance, 
which can affect the interest rate. “It 
would be subject to a lot of scrutiny 
by rating agencies,” he said. With this 
in mind, we used the high end in our 
analysis, and assumed annual pay-

ments at 5.5 percent. If the city buys 
the system at the price the Board of 
Equalization and Controller’s Office 
estimates, and the bonds are repaid 
over 20 years, the annual cost would 
be $49.8 million.

Cleaner than PG&E	
Prop. H sets ambitious standards for 
renewable energy — but our analysis 
shows that a city agency could eas-
ily afford to increase dramatically its 
alternative energy portfolio.

Some public power utilities (like 
private utilities) still rely on dirty coal 
and large hydropower — but this isn’t 
true of public power in California. 
Of the five major public power utili-
ties we surveyed, all except the Los 
Angeles Department of Water and 
Power are doing a better job at devel-
oping renewables than PG&E.

Just across the Bay, Alameda 
has enacted a very aggressive 
renewable-energy plan. “As we go 
forward, there’s a chance we might 
be 100 percent renewable if the 
price is reasonable,” Alan Hangar 
of Alameda Power and Telecom 
told us. In November, the Alameda 
city utility will ink two new deals 
for energy produced at landfills 
and boost the agency’s percentage 

of renewables from 55 percent to 
almost 70. A deal for more hydro-
power is also in the works.

Hangar said the utility was able 
to purchase more renewables without 
raising rates “because we’re tight-
fisted. We don’t have a lot of solar 
because it’s so expensive. But if the 
price came down we’d look at it.”

Even though public power agen-
cies aren’t under the same state 
mandate of 20 percent renewable by 
2010 that investor-owned utilities 
like PG&E are required to meet, 
the Sacramento Municipal Utility 
District set its own renewable power 
goal — and has already surpassed 
it. “Being a utility with a board of 
directors elected by the public, there’s 
more pressure there to get renew-
able energy in the mix,” said SMUD 
spokesperson Chris Capra. “The vot-
ers here told us they want more solar 
and green energy.” SMUD recently 
started offering customers solar power 
from a 1 MW array owned by a pri-
vate company that sells the power to 
SMUD. Because the sun is an infi-
nite resource, unlike natural gas, oil, 
and coal, the utility was able to lock 
in a long-term affordable rate for the 
power. “Now we can get solar power 

to customers who can’t do solar on 
their own,” Capra said.

For calculating the cost of renew-
ables, we used figures from the city’s 
Community Choice Aggregation 
plan. If Prop. H passes, the CCA 
plan would be implemented as the 
first step toward the overall goal of 
100 percent renewables by 2040.

According to the plan, over the 
first three years the city would phase 
in 360 MW of renewable energy, 
greening 50 percent of our grid. 
The Board of Supervisors already 
authorized the use of revenue bonds 
to finance 150 MW of new wind 
generation, 31 MW of photovoltaic 
cells, 72 MW of distributed gen-
eration, and 107 MW of enhanced 
conservation measures. The CCA 
plan calls for a three-year invest-
ment of $129 million for solar and 
$170 million for wind.

The supervisors have already 
passed the CCA plan, and it’s been 
signed by Mayor Gavin Newsom. 
That legislation authorized $1.2 bil-
lion in bonds to finance the plan 
— more than enough to get the 
renewable energy ball rolling.

Other financing possibilities 
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These charts show how public power agencies in California are typically greener — and have lower rates — than private utilities. Alameda Power and Telecom, Silicon 
Valley Power, the city of Palo Alto, and the Sacramento Municipal Utility District — all public power agencies — offer much larger percentages of renewable energy 
than PG&E. And for both commercial and residential customers across the state, public power agencies like SMUD offer lower rates than PG&E, Southern California 
Edison or San Diego Gas and Electric (all of them private companies) | (Source: Guardian research and the Southern California Public Power Authority)

Comparison of Electric service bills




