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MEMORANDUM 
 
TO:   Local Government Sustainable Energy Coalition 
 
FROM:  Jody London 
 
DATE:  December 31, 2009 
 
SUBJECT: Authorizing Legislation for Public Goods Charge  
 

 This memo responds to a request from Cheryl Collart for more information on the 
legislation that governs the Public Goods Charge.  The Public Goods Charge was established in 
1996 as part of electric industry restructuring (Assembly Bill 1890). The Public Goods Charge 
funds four programs:   

• Low income assistance through the California Alternate Rates for Energy Program 
(CARE), administered by the California Public Utilities Commission (“CPUC”); 

• Research development and demonstration through the Public Interest Energy Research 
(“PIER”) Program, administered by the California Energy Commission (“CEC”); 

• Energy efficiency programs including those for low income households, administered by 
the CPUC; and  

• Renewable energy through the Renewable Energy Program, administered by the CEC. 
 

Since the passage of the original legislation in 1996, other bills have extended the Public 
Goods Charge and added additional program areas of responsibility for the CPUC to incorporate 
into its energy efficiency regulatory activities.  The Public Goods Charge will expire January 1, 
2012, pursuant to Assembly Bill 995 (2000).  A separate charge for natural gas energy efficiency 
and low income programs was established in 1999 with Assembly Bill 1002.  The funds from 
this program are moved through the State Board of Equalization, an administrative difference 
from the programs discussed above.  This is because some natural gas customers take gas 
through interstate pipeline companies.  An additional bill, Assembly Bill 970 (2000) expanded 
the CPUC’s charge to consider programs that reduce peak demand and provide greater control 
over load.  During the energy crisis, Senate Bill 1x-5 provided additional authority in the peak 
demand and distributed generation areas. 

 
The operative section of the Public Utilities Code in terms of CPUC oversight of energy 

efficiency is § 381.  For natural gas programs, it is § 800-900.  Peak demand and load control fall 
under §§399.15 (b) and 379.5.  The actual text of the key bills is included as attachments to this 
memo. 

 
The CEC provides on its web site a history of funding of the Renewable Energy: 

http://www.energy.ca.gov/renewables/history.html.  For a good overview of the Public Goods 
Charge program, see Following California’s Public Goods Charge, Carolyn Adi Kuduk, Scott J. 
Anders, September 2006, published by the Energy Policy Initiatives Center at the University of 
San Diego, School of Law.   The paper provides the following breakdown of how the funds have 
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been allocated historically.  This includes only electric utility contributions, not natural gas, 
which is addressed under a different program, as indicated above.   
 

Table 1: Contributions to the PGC Fund from 1998 to 2005 ($ million) 
 

Utility Renewable 
Energy 

Public 
Interest Egy 

Research 

Energy 
Efficiency 

Low Income Total 

SDG&E $ 104.70 $38.20 $258.90 $181.56 $583.36
SCE $487.40 $218.68 $687.98 $1,489.00 $2,883.06
PG&E $496.18 $246.70 $852.61 $1,366.00 $2,961.49
Total $1,088.28 $503.58 $1,799.49 $3,036.56 $6,427.90
 
 
 

Please contact me with any questions or comments.
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Assembly Bill 1890 (1996) 
  

Article 7. Research, Environmental, and Low-Income Funds 
 
381. (a) To ensure that the funding for the programs described in subdivision (b) and Section 382 
are not commingled with other revenues, the commission shall require each electrical 
corporation to identify a separate rate component to collect the revenues used to fund these 
programs. The rate component shall be a non-bypassable element of the local distribution service 
and collected on the basis of usage. This rate component shall fall within the rate levels 
identified in subdivision (a) of Section 368. 
(b) The commission shall allocate funds collected pursuant to subdivision (a), and any interest 
earned on collected funds, to programs which enhance system reliability and provide in-state 
benefits as follows: 

(1) Cost-effective energy efficiency and conservation activities. 
(2) Public interest research and development not adequately provided by competitive and 
regulated markets. 
(3) In-state operation and development of existing and new and emerging renewable 
resource technologies defined as electricity produced from other than a conventional 
power source within the than 25 percent fossil fuel may not be included. 

(c) The Public Utilities Commission shall order the respective electrical corporations to collect 
and spend these funds, as follows: 

(1) Cost-effective energy efficiency and conservation activities shall be funded at not less 
than the following levels commencing January 1, 1998, through December 31, 2001: for 
San Diego Gas and Electric Company a level of thirty-two million dollars ($32,000,000) 
per year; for Southern California Edison Company a level of ninety million dollars 
($90,000,000) for each of the years l998, 1999, and 2000; fifty million dollars 
($50,000,000) for the year 2001; and for Pacific Gas and Electric Company a level of one 
hundred six million dollars ($106,000,000) per year. 
(2) Research, development, and demonstration programs to advance science or 
technology that are not adequately provided by competitive and regulated markets shall 
be funded at not less than the following levels commencing January 1, 1998 through 
December 31, 2001: for San Diego Gas and Electric Company a level of four million 
dollars ($4,000,000) per year; for Southern California Edison Company a level of twenty-
eight million five hundred thousand dollars ($28,500,000) per year; and for Pacific Gas 
and Electric Company a level of thirty million dollars ($30,000,000) per year. 
(3) In-state operation and development of existing and new and emerging renewable 
resource technologies shall be funded at not less than the following levels on a statewide 
basis: one hundred nine million five hundred thousand dollars ($109,500,000) per year 
for each of the years 1998, 1999, and 2000, and one hundred thirty-six million five 
hundred thousand dollars ($136,500,000) for the year 2001. To accomplish these funding 
levels over the period described herein the San Diego Gas and Electric Company shall 
spend twelve million dollars ($12,000,000) per year, the Southern California Edison 
Company shall expend no less than forty-nine million five hundred thousand dollars 
($49,500,000) for the years 1998, 1999, and 2000, and no less than seventy-six million 
five hundred thousand dollars ($76,500,000) for the year 2001, and the Pacific Gas and 
Electric Company shall expend no less than forty-eight million dollars ($48,000,000) per 
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year through the year 2001. Additional funding not to exceed seventy-five million dollars 
($75,000,000) shall be allocated from moneys collected pursuant to subdivision (d) in 
order to provide a level of funding totaling five hundred forty million dollars 
($540,000,000). 
(4) Up to fifty million dollars ($50,000,000) of the amount collected pursuant to 
subdivision (d) may be used to resolve outstanding issues related to implementation of 
subdivision (a) of Section 374. Moneys remaining after fully funding the provisions of 
this paragraph shall be reallocated for purposes of paragraph (3). 
(5) Up to ninety million dollars ($90,000,000) of the amount collected pursuant to 
subdivision (d) may be used to resolve outstanding issues related to contractual 
arrangements in the Southern California Edison service territory stemming from the 
Biennial Resource Planning Update auction. Moneys remaining after fully funding the 
provisions of this paragraph shall be reallocated for purposes of paragraph (3). 

(d) Notwithstanding any other provisions of this chapter, entities subject to the jurisdiction of the 
Public Utilities Commission shall extend the period for competition transition charge collection 
up to three months beyond its otherwise applicable termination of December 31, 2001, so as to 
ensure that the aggregate portion of the research, environmental, and low-income funds allocated 
to renewable resources shall equal five hundred forty million dollars 
($540,000,000) and that the costs specified in paragraphs (3), (4), and (5) of subdivision (c) are 
collected. 
(e) Each electrical corporation shall allow customers to make voluntary contributions through 
their utility bill  payments as either a fixed amount or a variable amount to support programs 
established pursuant to paragraph (3) of subdivision (b). Funds collected by electrical 
corporations for these purposes shall be forwarded in a timely manner to the appropriate fund as 
specified by the commission. 
(f) The commission shall determine how to utilize funds for purposes of paragraphs (1) and (2) 
of subdivision (b), provided that only those research and development funds for transmission and 
distribution functions shall remain with the regulated public utilities under the supervision of the 
commission. The commission shall provide for the transfer of all research and development 
funds collected for purposes of paragraph (2) of subdivision (b) other than 
those for transmission and distribution functions and funds collected for purposes of paragraph 
(3) of subdivision (b) to the California Energy Resources Conservation and Development 
Commission pursuant to administration and expenditure criteria to be established by the 
Legislature. 
(g) The commission’s authority to collect funds pursuant to this section for purposes of 
paragraph (3) of subdivision (b) shall become inoperative on March 31, 2002. 
(h) For purposes of this article, ‘‘emerging renewable technology’’ means a new renewable 
technology, including, but not limited to, photovoltaic technology, that is determined by the 
California Energy Resources Conservation and Development Commission to be emerging from 
research and development and that has significant commercial potential.  
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ASSEMBLY BILL 995 (2000) 

381. (a) To ensure that the funding for the programs described in subdivision (b) and Section 382 
are not commingled with other revenues, the commission shall require each electrical 
corporation to identify a separate rate component to collect the revenues used to fund these 
programs. The rate component shall be a non-bypassable element of the local distribution service 
and collected on the basis of usage. This rate component shall fall within the rate levels 
identified in subdivision (a) of Section 368. 
(b) The commission shall allocate funds collected pursuant to subdivision (a), and any interest 
earned on collected funds, to programs which enhance system reliability and provide in-state 
benefits as follows: 

(1) Cost-effective energy efficiency and conservation activities. 
(2) Public interest research and development not adequately provided by competitive and 
regulated markets. 
(3) In-state operation and development of existing and new and emerging renewable 
resource technologies defined as electricity produced from other than a conventional 
power source within the meaning of Section 2805, provided that a power source utilizing 
more than 25 percent fossil fuel may not be included. 

(c) The Public Utilities Commission shall order the respective electrical corporations to collect 
and spend these funds, as follows: 

(1) Cost-effective energy efficiency and conservation activities shall be funded at not less 
than the following levels commencing January 1, 1998, through December 31, 2001: for 
San Diego Gas and Electric Company a level of thirty-two million dollars ($32,000,000) 
per year; for Southern California Edison Company a level of ninety million dollars 
($90,000,000) for each of the years l998, 1999, and 2000; fifty million dollars 
($50,000,000) for the year 2001; and for Pacific Gas and Electric Company a level of one 
hundred six million dollars ($106,000,000) per year. 
(2) Research, development, and demonstration programs to advance science or 
technology that are not adequately provided by competitive and regulated markets shall 
be funded at not less than the following levels commencing January 1, 1998 through 
December 31, 2001: for San Diego Gas and Electric Company a level of four million 
dollars ($4,000,000) per year; for Southern California Edison Company a level of twenty-
eight million five hundred thousand dollars ($28,500,000) per year; and for Pacific Gas 
and Electric Company a level of thirty million dollars ($30,000,000) per year.  
(3) In-state operation and development of existing and new and emerging renewable 
resource technologies shall be funded at not less than the following levels on a statewide 
basis: one hundred nine million five hundred thousand dollars ($109,500,000) per year 
for each of the years 1998, 1999, and 2000, and one hundred thirty-six million five 
hundred thousand dollars ($136,500,000) for the year 2001. To accomplish these funding 
levels over the period described herein the San Diego Gas and Electric Company shall 
spend twelve million dollars ($12,000,000) per year, the Southern California Edison 
Company shall expend no less than forty-nine million five hundred thousand dollars 
($49,500,000) for the years 1998, 1999, and 2000, and no less than seventy-six million 
five hundred thousand dollars ($76,500,000) for the year 2001, and the Pacific Gas and 
Electric Company shall expend no less than forty-eight million dollars ($48,000,000) per 
year through the year 2001. Additional funding not to exceed seventy-five million dollars 
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($75,000,000) shall be allocated from moneys collected pursuant to subdivision (d) in 
order to provide a level of funding totaling five hundred forty million dollars 
($540,000,000). 
(4) Up to fifty million dollars ($50,000,000) of the amount collected pursuant to 
subdivision (d) may be used to resolve outstanding issues related to implementation of 
subdivision (a) of Section 374. Moneys remaining after fully funding the provisions of 
this paragraph shall be reallocated for purposes of paragraph (3). 
(5) Up to ninety million dollars ($90,000,000) of the amount collected pursuant to 
subdivision (d) may be used to resolve outstanding issues related to contractual 
arrangements in the Southern California Edison service territory stemming from the 
Biennial Resource Planning Update auction. Moneys remaining after fully funding the 
provisions of this paragraph shall be reallocated for purposes of paragraph (3). 

(d) Notwithstanding any other provisions of this chapter, entities subject to the jurisdiction of the 
Public Utilities Commission shall extend the period for competition transition charge collection 
up to three months beyond its otherwise applicable termination of December 31, 2001, so as to 
ensure that the aggregate portion of the research, environmental, and low-income funds allocated 
to renewable resources shall equal five hundred forty million dollars ($540,000,000) and that the 
costs specified in paragraphs (3), (4), and (5) of subdivision (c) are collected. 
(e) Each electrical corporation shall allow customers to make voluntary contributions through 
their utility bill payments as either a fixed amount or a variable amount to support programs 
established pursuant to paragraph (3) of subdivision (b). Funds collected by electrical 
corporations for these purposes shall be forwarded in a timely manner to the appropriate fund as 
specified by the commission. 
(f) The commission’s authority to collect funds pursuant to this section for purposes of paragraph 
(3) of subdivision (b) shall become inoperative on March 31, 2002. 
(g) For purposes of this article, ‘‘emerging renewable technology’’ means a new renewable 
technology, including, but not limited to, photovoltaic technology, that is determined by the 
California Energy Resources Conservation and Development Commission to be emerging from 
research and development and that has significant commercial potential. 
 
399.8(b)(c)(1): The commission shall require each electrical corporation to identify a separate 
rate component to collect revenues to fund energy efficiency, renewable energy, and research, 
development and demonstration programs authorized pursuant to this section beginning January 
1, 2002, through January 1, 2012. The rate component shall be a non-bypassable element of the 
local distribution service and collected on the basis of usage 
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Assembly Bill 1002 (1999) – Natural Gas Surcharge for energy efficiency and 
other public purpose programs 
 
Public Utilities Code Section 890 – 900 (Gas Surcharge):  
 
890. (a) On and after January 1, 2001, there shall be imposed a surcharge on all natural gas 
consumed in this state. The commission shall establish a surcharge to fund low-income 
assistance programs required by Sections 739.1, 739.2, and 2790 and cost-effective energy 
efficiency and conservation activities and public interest research and development authorized by 
Section 740 and not adequately provided by the competitive and regulated markets. Upon 
implementation of this article, funding for those programs shall be removed from the rates of gas 
utilities. 
 
(b) (1) Except as specified in Section 898, a public utility gas corporation, as defined in 
subdivision (b) of Section 891, shall collect the surcharge imposed pursuant to subdivision (a) 
from any person consuming natural gas in this state who receives gas service from the public 
utility gas corporation. 
(2) A public utility gas corporation is relieved from liability to collect the surcharge insofar as 
the base upon which the surcharge is imposed is represented by accounts which have been found 
to be worthless and charged off in accordance with generally accepted accounting principles. If 
the public utility gas corporation has previously paid the amount of the surcharge it may, under 
regulations prescribed by the State Board of Equalization, take as a deduction on its return the 
amount found to be worthless and charged off. If any accounts are thereafter collected in whole 
or in part, the surcharge so collected shall be paid with the first return filed after that collection. 
The commission may by regulation promulgate other rules with respect to uncollected or 
worthless accounts as it determines to be necessary to the fair and efficient administration of this 
part. 
 
(c) Except as specified in Section 898, all persons consuming natural gas in this state that has 
been transported by an interstate pipeline, as defined in subdivision (c) of Section 891, shall be 
liable for the surcharge imposed pursuant to subdivision (a).  
 
(d) The commission shall annually determine the amount of money required for the following 
year to administer this chapter and fund the natural gas related programs described in subdivision 
(a) for the service territory of each public utility gas corporation. 
 
(e) The commission shall annually establish a surcharge rate for each class of customer for the 
service territory of each public utility gas corporation. A customer of an interstate gas pipeline, 
as defined in Section 891, shall pay the same surcharge rate as the customer would pay if the 
customer received service from the public utility gas corporation in whose service territory the 
customer is located. The commission shall determine the total volume of retail natural gas 
transported within the service territory of a utility gas provider, that is not subject to exemption 
pursuant to Section 896, for the purpose of establishing the surcharge rate. 
 
(f) The commission shall allocate the surcharge for gas used by all customers, including those 
customers who were not subject to the surcharge prior to January 1, 2001. 
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(g) The commission shall notify the State Board of Equalization of the surcharge rate for each 
class of customer served by an interstate pipeline in the service territory of a public utility gas 
corporation. 
 
(h) The State Board of Equalization shall notify each person who consumes natural gas delivered 
by an interstate pipeline of the surcharge rate for each class of customer within the service 
territory of a public utility gas corporation. 
 
(i) The surcharge imposed pursuant to subdivision (a) shall be in addition to any other charges 
for natural gas sold or transported for consumption in this state. Effective on July 1, 2001, the 
surcharge imposed pursuant to this article shall be identified as a separate line item on the bill of 
a customer of a public utility gas corporation. 
 
(j) Notwithstanding subdivision (a), public utility gas corporations shall continue to collect in 
rates those costs of programs described in subdivision (a) of Section 890 that are uncollected 
prior to the operative date of this article.  
 
891. (a) ‘‘Gas utility’’ means any public utility gas corporation or interstate pipeline as defined 
in this section. 
(b) ‘‘Public utility gas corporation’’ means a public utility gas corporation as defined in Section 
216. 
(c) ‘‘Interstate pipeline’’ means any entity that owns or operates a natural gas pipeline delivering 
natural gas to consumers in the state and is subject to rate regulation by the Federal Energy 
Regulatory Commission. 
(d) Each gas utility shall notify the State Board of Equalization of its status under this section. 
Each person who consumes natural gas delivered by an interstate pipeline shall annually register 
with the State Board of Equalization. The State Board of Equalization may require any 
documentation that it determines to be necessary to implement this article.  
 
892. The revenue from the surcharge imposed pursuant to this article and collected by a public 
utility gas corporation shall be paid to the State Board of Equalization in the form of remittances. 
Persons consuming natural gas delivered by an interstate pipeline shall pay the surcharge to the 
State Board of Equalization in the form of remittances. The board shall transmit the payments to 
the Treasurer who shall deposit the payments in the Gas Consumption Surcharge Fund, which is 
hereby created in the State Treasury.  
892.1. The surcharges imposed by this part and the amounts thereof required to be collected by 
public utility gas corporations are due quarterly on or before the last day of the month next 
succeeding each calendar quarter. 
892.2. On or before the last day of the month following each calendar quarter, a return for the 
preceding quarterly period shall be filed with the State Board of Equalization in such form as the 
board may prescribe. A return shall be filed by every public utility gas corporation, and by every 
person consuming, as defined in this article, natural gas transported by a provider other than the 
public utility gas corporation. The return shall be signed by the person required to file the return 
or by his or her duly authorized agent. 
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893. The State Board of Equalization shall administer the surcharge imposed pursuant to this 
article in accordance with the Fee Collection Procedures Law (Part 30 (commencing with 
Section 55001) of Division 2 of the Revenue and Taxation Code.  
 
894. The State Board of Equalization may collect any unpaid surcharge imposed pursuant to this 
article. 
 
895. Notwithstanding Section 13340 of the Government Code, funds in the Gas Consumption 
Surcharge Fund are continuously appropriated, without regard to fiscal years, as follows: 

(a) To the commission or an entity designated by the commission to fund programs 
described in subdivision (a) of Section 890. 
(b) To pay the commission for its costs in carrying out its duties and responsibilities 
under this article.  
(c) To pay the State Board of Equalization for its costs in administering this article. 
 

896. ‘‘Consumption’’ means the use or employment of natural gas. Consumption does not 
include the use or employment of natural gas to generate power for sale, the sale or purchase of 
natural gas for resale to end users, the sale or use of gas for enhanced oil recovery, natural gas 
utilized in cogeneration technology projects to produce  electricity, or natural gas that is 
produced in California and transported on a proprietary pipeline. Consumption does not include 
the consumption of natural gas which this state is prohibited from taxing under the United States 
Constitution or the California Constitution. 
 
897. Nothing in this article impairs the rights and obligations of parties to contracts approved by 
the commission, as the rights and obligations were interpreted as of January 1, 1998. 
 
898. Notwithstanding Section 890, a municipality, district, or public agency that offers in 
published tariffs home weatherization services, rate assistance for low-income customers, or 
programs similar to those described in subdivision (a) of Section 890, shall not be required to 
collect a surcharge pursuant to this article from customers within its service territory. A 
municipality, district, or public agency shall be required to collect a surcharge pursuant to this 
article from customers served by the municipality, district, or public agency outside of its service 
territory unless the commission determines that the entity offers those customers services similar 
to those offered by gas utilities as described in subdivision (a) of Section 890. 
 
899. Sections 890 and 892 do not apply to any gas customer of a municipality, district, or public 
agency exempted by Section 898 from collecting a surcharge. 
 
900. The commission shall determine the most efficient and cost-effective way to provide 
programs pursuant to Sections 739.1, 739.2, and 2790 in a consistent manner statewide by utility 
provider service territory. In determining the most cost-effective way to provide service that 
benefits persons eligible for low-income programs, the commission shall consider factors, 
including, but not limited to, outreach efforts to reach the targeted population and the types of 
discounts and services that should be provided by each utility. On or before July 1, 2001, the 
commission shall develop and implement efficient and cost-effective programs pursuant to 
Sections 739.1, 739.2, and 2790. The commission may conduct compliance audits to ensure 



Assembly Bill 1002 (1999)   
Natural Gas Surcharge 

  Jody London Consulting  
   P.O. Box 3629 · Oakland, California 94609 · 510-459-0667 · jody_london_consulting@earthlink.net 

compliance with any commission order or resolution relating to the implementation of programs 
pursuant to Sections 739.1, 739.2, and 2790, and may conduct financial audits. 
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Assembly Bill 970 (2000) – Expands and Extends Public Goods Charge plus new 
load control and distributed generation initiatives  
 
399.15. Notwithstanding any other provision of law, within 180 days of the effective date of this 
section, the commission, in consultation with the Independent System Operator, shall take all of 
the following actions, and shall include the reasonable costs involved in taking those actions in 
the distribution revenue requirements of utilities regulated by the commission, as appropriate: 
 
(b) In consultation with the State Energy Resources Conservation and Development  
Commission, adopt energy conservation demand-side management and other initiatives in order 
to reduce demand for electricity and reduce load during peak demand periods. Those initiatives 
shall include, but not be limited to, all of the following: 

(1) Expansion and acceleration of residential and commercial weatherization programs. 
(2) Expansion and acceleration of programs to inspect and improve the operating 
efficiency of heating, ventilation, and air-conditioning equipment in new and existing 
buildings, to ensure that these systems achieve the maximum feasible cost-effective 
energy efficiency.  
(3) Expansion and acceleration of programs to improve energy efficiency in new 
buildings, in order to achieve the maximum feasible reductions in uneconomic energy 
and peak electricity consumption. 
(4) Incentives to equip commercial buildings with the capacity to automatically shut 
down or dim nonessential lighting and incrementally raise thermostats during peak 
electricity demand period.  
(5) Evaluation of installing local infrastructure to link temperature setback thermostats to 
real-time price signals. 
(6) Incentives for load control and distributed generation to be paid for enhancing 
reliability. 
(7) Differential incentives for renewable or super clean distributed generation resources. 
(8) Reevaluation of all efficiency cost-effectiveness tests in light of increases in 
wholesale electricity costs and of natural gas costs to explicitly include the system value 
of reduced load on reducing market clearing prices and volatility. 

(c) In consultation with the Energy Resources Conservation and Development Commission,  
adopt and implement a residential, commercial, and industrial peak reduction program that 
encourages electric customers to reduce electricity consumption during peak power periods. 
 
 
 
 


