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Date of Hearing:  August 3, 2022 

ASSEMBLY COMMITTEE ON APPROPRIATIONS 

Chris Holden, Chair 

SB 1112 (Becker) – As Amended June 27, 2022 

Policy Committee: Utilities and Energy    Vote: 15 - 0 

      

      

Urgency:  No State Mandated Local Program:  Yes Reimbursable:  No 

SUMMARY: 

This bill governs the installation of voluntary “decarbonization upgrades” to properties, the costs 

of which are to be recovered through “decarbonization charges” applied to the billing service of 

the electricity meter of the property where such an upgrade is made, mainly by establishing 

notification requirements regarding the upgrades and charges. 

Specifically, this bill: 

1) Creates rules applicable to any program or initiative administered by an “energy supplier” 

(investor owned utility (IOU), local publicly owned utility (POU), electric service provider 

(ESP), community choice aggregator (CCA) or electrical cooperative and similar 

organizations) to make site-specific investments to fund installation of decarbonization 

upgrades on subscriber properties, the costs of which are recovered through decarbonization 

charges associated with one or more electrical meters associated with the upgraded 

subscriber property. 

2) Defines decarbonization upgrade as any change to a subscriber property that has any of the 

following effects: (a) reduces the demand for electricity from an energy supplier; (b) allows 

for storage of energy; (c) reduces the use of fossil fuels; and (d) converts water, wind or 

sunlight to usable electricity. 

3) Defines notification and recordation requirements for any such program, to be required of 

any energy supplier by the California Energy Commission (CEC) or POU, as applicable, 

within 10 days after funding a decarbonization upgrade. 

4) Requires, when a subscriber property is not owner-occupied, the property owner to include in 

the property’s written lease or licensing agreement the obligation to pay the decarbonization 

charge. 

5) Directs the CEC, in coordination with the Governor’s Office of Business and Economic 

Development (Go-Biz), the California Public Utilities Commission (CPUC) and the 

Treasurer’s Office, to identify state and federal financing and investment “solutions” to 

enable eligible entities to provide zero-emission, clean energy or decarbonizing upgrades; to 

apply for such federal solutions; and to provide technical assistance to eligible entities to 

apply for state and federal solutions and directs the CEC to submit a related report to the 

Legislature by December 31, 2023. 
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FISCAL EFFECT: 

1) At the time this analysis was prepared, the CEC had not provided the committee an estimate 

of its costs to implement the bill.  Nonetheless, the duties this bill requires of CEC, are likely 

to be in the low hundreds of thousands of dollars (Energy Resources Programs Account, or 

other special fund). 

2) Both GO-Biz and the California Infrastructure and Economic Development Bank (IBank) 

recognize implementation of the bill may entail costs for them; however, the agencies 

describe the bill’s requirements as too poorly defined to assign a dollar value to those costs. 

 

COMMENTS: 

1) Purpose. The author intends this bill to increase Californians’ access to capital to make 

property upgrades that further the state’s clean energy and climate goals.  According to the 

author: 

Approximately 6 million households, 4 million of which are low-

income, lack ready access to private capital for upgrading their homes 

with climate-beneficial appliances. These customers can often be 

disqualified due to high debt-to-income ratios, poor credit, low home 

equity, or renter status. Utility TOB [tariff-on-bill] investment allows 

for these households to access the installation of climate-friendly 

appliances. Because the charges added to the utility bill are associated 

with the meter rather than with the customer, a new building owner or 

new renter will become responsible for paying these charges. A utility 

must be confident that it has the right to continue collecting on these 

charges until the cost of the upgrade has been recovered, and it is only 

fair that new owners and tenants should be properly notified of the 

obligation to pay these charges before they commit to moving in. 

There is concern that such notifications do not exist or the methods by 

which those notifications could be done would be very burdensome.  

This bill attempts to solve this issue, following a model established for 

a similar program for water efficiency upgrades via SB 564. It is also 

important to make sure that there is a large amount of low-cost 

financing that can be provided so that the maximum number of 

buildings can be upgraded at the best cost to those customers. Federal 

financing for this may be available, but we need to make sure that 

California adapts its programs to qualify for that funding and that 

utilities can figure out how to apply for it. The bill also attempts to 

address this issue.  

2) Background.  The author and proponents intend this bill to facilitate “decarbonization 

upgrades” to buildings—solar installations, electrification, insulation, and much, much 

more—that will help the state achieve its clean energy goals. Traditionally, a building owner 

finances such an upgrade and, while they own the building, presumably enjoys the benefits of 

the upgrade, such as lower utility bills or increased comfort.  When the owner sells the 
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building, typically, the benefits transfer to the new building owner, but the costs of financing 

the upgrade follow the former building owner. 

In the case of an owner-occupied building, the current owner can try to recover the costs of 

the investment at the time of sale, presuming potential owners value the upgrade.  The 

situation is trickier for renter-occupied buildings, especially buildings rented by people with 

little income.  The predicament is oftentimes referred to as a “split incentive,” which a CEC 

study from 2016 defined this way: 

A circumstance in which the flow of investments and benefits are not 

properly rationed among the parties to a transaction, impairing 

investment decisions…a split incentive generally applies to a landlord 

and tenant and describes a situation in which the incentives and 

benefits for a low-income energy program are not received by the 

same party because the tenant (who is also responsible for paying the 

utility bill) rents the home from an owner responsible for investing in 

the property. In effect, the property owner fails to benefit from the 

energy retrofit, while the low-income resident fails to receive the 

financial incentive of the program. 

This bill attempts to address these barriers to building decarbonization by (a) creating rules 

that allow the costs of decarbonization upgrades to remain with the electricity billing meter 

of the building to which the upgrades were made (a mechanism sometimes referred to as 

tariff on-bill financing) and (b) directing state energy and economic agencies to identify state 

and federal financing and investment “solutions” to enable such upgrades. 

The CPUC notes it is addressing tariff on-bill financing in an ongoing “Clean Energy 

Financing|” proceeding.  

Analysis Prepared by: Jay Dickenson / APPR. / (916) 319-2081


