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Public Hearing
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Honorable Mayor and
Members of the City Council

Title: Resolution to Join the CaliforniaFIRST Program
Location/Council District: Citywide

Recommendation: Conduct a public hearing and upon conclusion, adopt a
Resolution: 1) authorizing the City to join the CaliforniaFIRST Program to provide
financing for renewable energy and energy efficiency improvements to property owners;
2) authorizing the California Statewide Communities Development Authority to accept
applications from property owners, conduct contractual assessment proceedings and
levy contractual assessments with the City; and 3) authorizing related actions.

Contact: Yvette Rincon, Sustainability Program Manager, 916-808-5827
Presenters: Yvette Rincon

Department: General Services

Division: Office of the Director

Organization No: 13001021

Description/Analysis

Issue: In July of 2008, Councilmember McCarty requested staff research the
creation of a voluntary property assessment district to fund energy efficiency
improvements and solar installations for City property owners. Staff formed a
partnership with the County of Sacramento, Sacramento Municipal Utility District
(SMUD), and Valley Vision to research such a program.

On September 29, 2009, City Council adopted Resolution No. 2009-617, a
Resolution of Intention to form its own voluntary Assembly Bill (AB) 811 program.
However, soon after this date the statewide AB 811 program, CaliforniaFIRST, took
shape and is now available for cities and counties to join. Therefore, staff is now
recommending that City Council adopt a resolution authorizing the City to join the
CaliforniaFIRST Program. The CaliforniaFIRST program is a voluntary program that
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will provide financing for renewable energy, energy efficiency and water efficiency
improvements to property owners.

Policy Considerations: Joining the CaliforniaFIRST program is consistent with
- both the 2009 Sustainability Implementation Plan and the 2030 General Plan.

"~ According to the latest census data, approximately 60 percent of the existing
building stock in the City was built before 1978, when the state energy code Title 24
was enacted. While there is opportunity for cost-effective energy reductions in '
almost all building stock, the building stock built before 1978 represents a
tremendous opportunity to achieve cost-effective and significant reductions in
energy usage and energy bills. AB 811 will provide property owners a financing tool
to make significant cost-effective investments in their property, thereby reducing
energy use and energy bills. The types of improvements that property owners might
finance through the AB 811 program would include attic insulation, duct sealing,
installing new windows and doors, replacing heating, ventilating, and air conditioning
systems, and installing solar panels. These types of improvements will also have
regional economic benefits including job creation, purchasing of goods and services,
reducing peak energy demand, increasing property values, and generating savings
on utility bills for homes and businesses.

Environmental Considerations:

. California Environmental Quality Act (CEQA): Under CEQA guidelines,
continuing administrative activities do not constitute a project and are therefore
exempt from review. :

Sustamablllty Considerations: An AB 811 program will-help property owners in -
the community reduce their energy bills and greenhouse gas emissions. By '
installing energy efficiency improvements and/or distributed renewable energy,
existing homes will use less energy and therefore reduce the region’s carbon
footprlnt
Rationale for Recommendatlon The City formed a reglonal collaboratrve wrth the
County of Sacramento, County of Yolo, cities within Sacramento and Yolo County,
SMUD, and Valley Vision to pursue the development and implementation of an AB
811 program. An AB 811 program presents a tremendous opportunity for the City,
community, and the region to reduce energy use, save money, create jobs, and
stimulate the economy.

Preliminary results of an economic analysis'commissioned by the collaborative
indicate that an AB 811 program, with one percent participation countywide, could
result in up to 700 jobs, $170 million in economic output, $30 million in employee
compensation, and $10 million in state and local tax generation. In addition, SMUD
recently conducted a market survey and found that 43 percent of those surveyed
showed interest in an AB 811 program. While both the economic analysis and -

1 The economic analysis was completed by the Center for Strategic Economic Research, an economic research and
consulting group affiliated with the Sacramento Area Commerce and Trade Organization (SACTO).
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market survey indications are positive, the ultimate success of the program will be
determined by many factors including the ability of the program to be financially self
sustaining, the interest rate for the loan, the marketing strategy, a careful review of
participants to ensure they are not unduly burdened by the loan, and an effective
quality assurance process to ensure that the |mprovements that are installed are
working properly. -

The City will benefit from joining CaliforniaFIRST by having the California Statewide
Communities Development Authority (California Communities), a joint powers
authority sponsored by the League of California Cities and the California State
Association of Counties, handle all assessment administration, bond issuance and
bond administration functions, and by having no obligation to repay the bonds
issued by California Communities or to pay the assessments levied on the
participating properties. The City will be able to focus on marketing the program to
all property owners in the City, answering questions about the program, and
assisting interested parties complete program applications.

Financial Considerations: This report does not result in any financial impact to the
City's General Fund. Staff time on this project is funded by the Energy Efficiency and
Conservation Block Grant (EECBG). The $20,000 fee to join CaliforniaFIRST will be
paid with State Energy Funds or EECBG funds.

Emerging Small Business Development (ESBD): No goods or services are being
purchased as a result of this report.

Respectfully Submitted by: P%Jmm(\l ;
| Forz. Yvette Rincon
Sustainability Program Manager

Approved by: A%ﬂgﬁl W 97 Z

Reina J. Schwartz
Director, Department of General Services

Recommendation Approved:

ay Kerndge 7
ity Manager
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Attachment 1
Background

On July 21, 2008, AB 811 was signed into law, amending Chapter 29 of Part 3 of

~ Division 7 of the California Streets and Highways Code, to provide California counties
and cities with a new authority to help property owners finance energy improvements on
their property. Specifically, AB 811 authorizes the establishment of contractual
assessment districts to finance energy efficiency and/or distributed renewable energy
generation improvements (i.e. solar panels) that are permanently fixed to residential or
commercial real property. Participation is voluntary and property owners who participate
would repay the assessments on their property tax bills over a specified length of time.
If the property owner sells the property, the assessment balance is transferred to the
next owner. This type of program eliminates the need for a property owner to provide
the upfront costs for energy improvements, which can serve as a barrier for some
property owners.

Two California jurisdictions are already implementing AB 811 contractual assessment
programs. The City of Palm Desert started its program in August 2008 and Sonoma
County (with all its incorporated cities opting into the County’s program) started its
program in March 2009. The City and County of San Francisco, the Association of Bay
Area Governments, and several southern California jurisdictions are in the process of
developing AB 811 programs. The City of Berkeley was the first to create a property tax
based program. However, its program is a Mello-Roos program rather than an AB 811
program.

SMUD recently administered an online survey for its customer base that tested the
concept of an AB 811-type program within its service area. Nearly 5,000 SMUD
customers responded to the survey, and 43% of those customers expressed interest in -
property tax-based financing of energy improvements to their home. The SMUD survey
results provide an early indication of potential market penetration, but market changes
and final program details may affect consumer attitudes and purchase behavior.

California Communities is a joint powers authority sponsored by the League of
California Cities and the California State Association of Counties. The member
agencies of California Communities include all 58 counties and more than 400 other
local agencies throughout California, including the City of Sacramento.

The CaliforniaFIRST Program is being instituted by California Communities to allow
property owners in participating cities and counties to finance renewable energy, energy
efficiency and water efficiency improvements on their property. If a property owner
chooses to participate, the improvements will be financed with proceeds from bonds
issued by California Communities. California Communities will levy “contractual
assessments” on the owner’s property to repay the bond proceeds used to finance the
improvements on that property. California Communities has selected Renewable
Funding LLC and RBC Capital Markets to provide administration and financing for th
program. .
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The “contractual assessment” proceedings will be undertaken by California
Communities pursuant to Chapter 29 of Division 7 of the Streets & Highways Code,
which was amended in 2008 by AB 811 and further amended in 2009 by AB 474, to
allow the financing of renewable energy, energy efficiency and water efficiency
improvements on private property. Pursuant to Chapter 29, assessments may be
levied to finance renewable energy, energy efficiency and water efficiency
improvements only with the free and willing consent of the owner of each lot or parcel
on which an assessment is levied at the time the assessment is levied, and property
owners evidence their consent to the assessments by executing a contract with
California Communities.

The benefits of the program include:

e Only proper‘ty owners who choose to participate in the program will have
assessments imposed on their property.

e Provides a source of financing that is a competltlve alternative to private
enterprise financing.

o Allows the assessment obligation to transfer with the property upon sale rather
than being due on sale, thereby providing an incentive to make improvements
even though the property may be sold before the financing is repaid.

e The property owner can choose to pay off the assessments at any time, subject
to applicable prepayment penalties. :

e By virtue of regional 'aggregation provided by the CaliforniaFiRST Program, aliz
projects, both residential and commercial, should benefit from lower financial
costs than they would face on their own. A :

The benéefits to the City include:

e No obligation to repay the bonds issued by California Communities or to pay the
assessments levied on the participating properties (similar to conventional
assessment financing).

~ o No responsibility for assessment administration, bond issuance or bond .
administration functions. California Communities is responsible for these
activities. A participating [city/county] can provide financing of renewable energy,
energy efficiency and water efficiency |mprovements to property owners through
the CahfornlaFlRST Program. :

The proposed resolution authorizes California Communities to accept applications from
owners of property within our jurisdiction for municipal financing of renewable energy,
energy efficiency and water efficiency improvements through the CaliforniaFIRST
Program. It also authorizes California Communities to conduct assessment proceedings
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and levy assessments against the property of participating owners within our
boundaries. It also authorizes miscellaneous related actions and makes certain findings
and determinations required by law. California Communities will undertake a judicial
validation proceeding as part of its initiation of the CaliforniaFIRST Program.

The resolution also authorizes payment of a set-up fee to cover legal, procedural, and
technology costs associated with the CaliforniaFIRST Program. Those fees are set
forth in Exhibit A to this staff report.

Any jurisdiction can withdraw from the CaliforniaFIRST Program at any time by passing
a resolution rescinding the authorization.

Attached to the resolution as Exhibit A is a “Form of Resolution of Intention (ROI) to be
Adopted by California Communities”. This is for informational purposes and does not
require action by this City Council. .

Timeline for CaliforniaFIRST Program

Date Event Responsible Party
10/16/2009 - Soft commitment to pilot program County/City
11/6/2009 Circulation of documents for CaliforniaFIRST

resolution to join, including letter of program team
eligibility
11/20/2009 Submit Letters of Commitment County/City
12/21/2009 Submiit State Energy Program SEP application Team:
(SEP) application
1/18/2010 Pass Resolution to join : . County/City
, CaliforniaFIRST ' ‘ -
1/27/2010 California Communities passes CaliforniaFIRST
- Resolution of Intention for Counties ‘program team -

and Cities who have passed the .
Resolution to Join

2/24/2010 or 3/10/2010 | California Communities holds public CaliforniaFIRST

hearing, confirms report, and bond program team
resolutions '
3/1/2010 Pass Resolution to Authorize SEP County/City
: bid
3/1/2010 to 7/1/2010 | Validation Proceedlngs for Counties CaliforniaFIRST
‘ in ROl program team
3/31/2010 Remaining Counties and Cities in County/City
: pilot adopt the Resolution to join
5/1/2010 to 7/1/2010 | Tentative Pilot Program launch for CaliforniaFIRST
pilot phase program team
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District Map
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I._Introduction

This CahfornlaFIRST Program Report (this “Program Report ") outlines the basic design and financing
structure of a property assessed municipal flnancmg program called CaliforniaFIRST (the
“CaliforniaFIRST Program”) for the County of (the “County”).

A. California Communities

The California Statewide Communities Development Authority (“California Communities”) is a statewide
joint powers authority sponsored by the California State Assaciation of Counties and the League of
California Cities. California Communities’ mission is to provide local governments access to low-cost
financing for projects that provide a tangible public benefit, contribute to social and economic growth, and
improve the overall quality of life in local communities.

B. Purpose of the CaliforniaFIRST Program

California Communities is offering the CaliforniaFIRST program on a statewide basis, and the County is
offering the CaliforniaFIRST Program in the County, to encourage utilization, by the existing building stock,

-of distributed generation renewable energy sources, energy efficiency and water efficiency improvements.

California Communities will facilitate a statewide bond pool, which will allow property owners to access
competitive interest rates offered by the public bond markets.

With the passage of AB 32, California set ambitious goals for reducing carbon emissions and building
alternative energy use. The California Public Utilities Commission has set a goal of retrofitting over 13
million residences in the State to be at least 30% more energy efficient. Many California cities and
counties have also set their own greenhouse gas reduction targets. Similarly, water conservation efforts,
including the promotion of water-related improvements to residential, commercial, industrial, or.other real
property, are necessary to address the issue of chronic water shortages in California.

Property owners can heip to achieve greenhouse gas reductions and reduce water use and, at the same
time, save money by investing in distributed generation renewable energy sources; energy efficiency, -
and/or water efficiency improvements. Yet most people still resist making these improvements. The

number one bairier is the large upfront cost. ‘ "

Utilities sell power and water to their customers as a sim ple pay-as-you-go service. Homes and
businesses can be converted to ciean energy and reducé water use quickly, but many believe that it can
happen only if paying for distributed generation renewable energy sources, energy efficiency

improvements and water efficiency improvements’is more like paying a utility bill. The CaliforniaFIRST
Program can make this happen.

C. Assessment Financing; Contractual Assessments

The CaliforniaFIRST Program uses a tool that is widely used by local agencies in California to finance
public benefit projects: land-secured financing. California law has long provided cities and counties with
the power to issue bonds and levy assessments on the County property tax bill to finance public projects
such as sewers, parks, and the undergrounding of utilities.

Chapter 29 of the Improvement Act of 1911, commencing with Section 5898.10 of the Streets & Highways
Code of the State of California (“Chapter 29"), authorizes the levy of “contractual assessments” to finance
the installation of distributed generation renewable energy sources, energy efficiency and water efficiency
improvements to be permanently affixed to residential, commercial, industrial, agricultural, or other real
property. .

A “contractual assessment” ié an assessment that is le\)ied by contract pursuant to Chapter 29. For the

. CaliforniaFIRST Program, the assessment contract will be an “Agreement to Pay Assessment and
. Finance Improvements” in the-form attached to this Program Report as Exhibit A (the “Assessment

11
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Contract”). The Assessment Contract will be executed by each participating property owner and California
Communities.

Under the CaliforniaFIRST Program, a contractual assessment lien is placed on each participating
property in an amount necessary to (i) finance the installation of authorized renewable energy, energy
efficiency and water efficiency improvements over a 10-20 year period of time, depending upon the useful
life of the financed improvements and (ii) pay the costs of administering the CaliforniaFIRST Program.
The contractual assessments are paid on the County property tax bill. If the owner sells the property, the
repayment obligation remains an obligation of the property..California Communities will issue bonds
payable from the contractual assessments.

The CaliforniaFIRST Program.is completely voluntary and property taxes for'properties in the County that
do not choose to participate are completely unaffected by the Program.

D. Purpose of this Program Report

This Program Report constitutes the report required pursuant to Section 5898.22 of Chapter 29 for the
County’s CaliforniaFIRST Program. The CaliforniaFIRST Program wili be offered throughout the entire
County as shown on the boundary map attached as Exhibit B. If a property is located in a city’'s
incorporated territory within the County, a property may participate in the CaliforniaFIRST Program only
after the city has adopted a resolution asking California Communities to offer the CallfornlaFIRST
Program within its boundaries.

E. Program Administration

California Communities will be responsible for implementing the CaliforniaFIRST Program in the County,
including providing assessment administration and issuing the bonds. California Communities has
selected Renewable Funding to administer the CaliforniaFIRST Program. Renewable Funding will review
applications and provide marketing and customer service through its custom websites, email, and toll-free
phone number. California Communities has selected Royal Bank of Canada Capltal Markets to serve as
the bond underwriter for the CahfornlaFIRST Program. .

The California Center for Sustalnable Energy (CCSE) and EcoMotion are program partners. They are "
participating in program design and will be involved in prowdmg services to some communities. Other ¥ -
" program partners or affiliates may be added. The program’s legal counsel includes Jones Hall (bond
counsel to California Communities) and Orrick, Herrington & Sutcliffe LLP (issuer’'s counsel and disclosure
counsel to California Communities).

ll. Duration ™
The CaliforniaFIRST Program will continue as long as there is sufficient demand.

lll. Program Requirements

This Program Report identifies the CaliforniaFIRST Program requirements relating to the types of
improvements that can be financed under the CaliforniaFIRST Program (including the required “loading
order”), eligible properties and financing parameters. Additional requirements are set forth in the
CaliforniaFIRST Program Terms, which are attached as Exhibit C.

A. Authorized Improvemernits

The CaliforniaFIRST Program offers financing of the installation of those distributed generation renewable
energy sources, energy efficiency and water efficiency improvements listed on Exhibit D (the “Authorized
Improvements”). - In the pilot stage of the CaliforniaFIRST Program, water efficiency measures are
ineligible for financing. '

Property owners are responsible for the Authorized Improvements installed on their property. Property

12
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_ owners must address performance and other system-related issues directly with the installer according to
the terms of the contract with the installer. The CaliforniaFIRST Program is a financing program only.
Neither California Communities nor the administrator is responsible for the system or its performance.

B. Loading Order Process

Based on guidelines established by the California Energy Commission (the “CEC”) as part of its
competitive grant program; authorized energy efficiency measures from an approved list or recommended
by an energy audit must be installed before or contemporaneously with renewable energy improvements
to be eligible for financing under the CaliforniaFIRST Program. The CaliforniaFIRST Program will comply
with all state and federal requirements for loading order.

Due to the need for additional market development to meet demand, there are two pathways to meet the
loading order requirement. First, a property owner can obtain a whole house energy audit by a Building
Performance Institute2 (“BPI”), Home Performance with Energy Star3 (“HPwWES”) or Home Energy Rating
System4 (“HERS”) Il rater. Energy efficiency measures can be implemented based on the outcome of the
audit. Second, a property owner may install a basic package of standard energy efficiency measures.
This “prescriptive path” would include measures such as air sealing, attic and water heater insulation.
This second pathway is currently under development by the CEC and California Public Utilities
Commission (the “CPUC”) and is scheduled to be completed by the CaliforniaFIRST program launch.

C. ‘Quality Assurance

Renewable Energy; Energy Efficiency. The CaliforniaFIRST Program will use the quality assurance
protocols of existing renewable energy programs and pending energy efficiency programs as the basic
platform for its quality assurance and quality control, and adjust requirements as necessary to remain
compliant with state and federal requirements. The CaliforniaFIRST Program will not provide quality
assurance beyond the third party services described below.

Until otherwise indicated by the standards of a CPUC statewide rebate program, energy efficiency projects L el
~ will be subject to one of two levels of review depending on whether the project falls under an eX|st|ng :
certification program or if the project is completed without contractor certification.

o 5% of projects reviewed by'BPi, HPwWES and HERS Il raters will be subject to field inspection and
review as part of existing programs and carried out by the California Building Performance
Contractors Association (CBPCA).

o 15% of projects undertaken by licensed contractors that do not have BPI1, HPWES or HERSI|
certification, and are installing the prescriptive package, will be subject to field inspection and
review by CBPCA, and the contractors will be required to become BPI certified by 01/01/11.
These projects are subject to an additional administrative fee to cover the cost of the quality
assurance inspection. This cost is explained in the Administrative Fees section of this Program
Report.

Approximately 14% of solar photovoltaic ("PV") and solar water heating ("SWH") projects will be subject to
field inspection and review within the California Solar Initiative ("CSI") program.

2 BPI1 is a global organization that supports the building performance industry through individual and organizational
credentialing and a rigorous quality assurance program. More information on BPI is available here:
http://www.bpi.org/

3 HPwES is a national program from the U.S. Environmental Protection Agency and U.S. Department of Energy,
which offers a comprehensive, whole-house approach to improving energy efficiency and comfort at home. More
information on HPWES is available at the following link,
http://mww.energystar.gov/index.cfm?c=home_improvement.hm_improvement_hpwes

4 A HERS Il rater is part of the Home Energy Rating System Program, developed by the CEC The CEC developed
the program “to provide reliable information to differentiate the energy efficiency levels among California homes and
to guide investment in cost-effective home energy efficiency measures”. More information on HERS is available at
http://www.energy.ca.gov/HERS/.
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Water Efficiency. A quality assurance procedure for water efficiency installations is currently under
development.

Subject to Change. All quality assurance and quality control procedures are subject to review and
adjustment based on apphcable state and federal standards.

D. Property EI|Q|b|I|tv Criteria

In order to receive fmancmg from the CahformaFIRST Program, a property must meet the foIIowmg
requirements;

a. The property to be improved with the Authorized Improvements (the “subject property”)
must be located in the boundaries of the CaliforniaFIRST Program. If a property is located
in the unincorporated territory of the County, then it is eligible to participate. If a property is
located in a city’s incorporated territory within the County, a property may participate in the
CaliforniaFIRST Program only after the city has adopted a resolution asking California
Communities to offer the CaliforniaFIRST Program within its boundaries.

b. The subject property may be used for residential, commercial or industrial purposes. If the
subject property is used for residential purposes, the property owner(s) do not have to
occupy the subject property as their primary residence.

c. The contractual assessments levied pursuant to an Assessment Contract will constitute a
senior lien on the related property, which means pre-existing private liens, such as
purchase money mortgages, will be subordinate to the contractual assessment lien.
Owners of residential properties (including owners of individual condominiums and
townhouses) must, at a minimum, notify their pre-existing private lenders in writing of the
proposed contractual assessment lien, unless otherwise provided by applicable law.
Owners oi residential properties will be required to obtain the consent of their lenders if «

their mortgage documents required consent. Owners of properties that are not residential .

properties (which may include owners of multi-unit residential properties) must receive . .

written consent from their pre-existing private lenders. Property owners are responsible®.

“for complying with consent if it is required by the mortgage documents. California
Communities will pravide property owners with lender notification and consent forms.

d. All owners of the fee simple title to the subject property must sign the Program
Documents, as described in the CaliforniaFIRST Program Terms. Theréfore, before
submitting an initial application, applicants must ensure that all owners of the fee simple
title to the subject property wish to participate in the Program on the terms set forth in the
CaliforniaFIRST Program Terms.

e. All participating properties will be required to meet local, state and federal prograrh
requirements and gundellnes including those described in “Loading Order Process”
above

f. California Communities reserves the right to waive the energy efficiency audit requirement
for buildings seeking water efficiency improvements only. However, such projects may be
required to provide similar audit or project technical anaIyS|s documentation in order to
verify the expected benefits of the project.

'g. Property owners will be required to participate in appropriate state incentive programs.
For example, property owners planning to finance the installation of a solar PV system will
.be required to participate in the CSI program with respect to the subject property. -
Property owners will also be required to participate in similar incentive programs for solar
thermal (hot water) systems and home energy efficiency retrofits.
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h. The property owners(s) must agree to participate in surveys and CaliforniaFIRST
Program evaluations directed by California Communities. In addition, property owners will
be required to sign a waiver allowing the CaliforniaFIRST Program to collect utility usage
data as appropriate to comply with- state and federal reporting standards.

i. The property owner is highly encouraged to participate in a workshop about or on-line
review of the CaliforniaFIRST Program before deciding whether to participate. Al
property owners will be required to read and acknowledge their agreement to the
CaliforniaFIRST Program Terms before applying.

k. California Communities will review all applications to ensure that the proposed Authorized

Improvements, the subject property, the property owners and the contractors meet

; CaliforniaFIRST eligibility requirements. At the completion of installation of the Authorized
Improvements, property owners will be required to submit a set of project verification
documents. Verification forms may include but are not limited to a customer sign-off
form, final invoices from contractor(s), building permit(s), and rebate documents before
financing is available. Details on the verification documents can be found in the
CaliforniaFIRST Program Terms.

I.  The property owner(s) must not have declared bankruptcy in the past 7 years.

j.  The property owners must be current in the payment of all obligations secured by the
subject property, including property taxes, assessments and tax liens, within the past 3
years (or since ownership commenced, if it has been less than 3 years). California
Communities may review public records, including the County real property records, to
verify compliance with this requirement. Certain allowances may be made for property
tax payment delays that do not reflect financial distress. Commercial properties that are
currently appealing a property tax assessment will be rewewed and e|lglblllty will be
determlned on a case- by-case basis. :

k. There must be no notices of default or foreclosure f|led agalnst the subject property within
~ the last 5 years (or since ownership cornmenced, if less than 5 years). California
Communities reserves the right to deny a reservation and a request for funding to a
property owner if any other property it owns has been subject to foreclosure in the past5
years. However, a property with a notice of default or foreclosure may be allowed to
participate in the CaliforniaFIRST Program if it receives consent from the property’s
current lender(s). ) '

I.  The property owners must not have involuntary liens other than a tax or assessment lien
with respect to which the property owner is current in payment, defaults or judgments
applicable to the subject property in excess of $500. California Communities may review
public records, including the county real property records and court documents, to verify
compliance with this requirement. A property owner with an involuntary lien of greater
than $500 may be allowed to participate in the CaliforniaFIRST Program if it can
demonstrate an acceptable reason for the lien, default or judgment and a path for
resolution. A commercial property with an involuntary tenant’s lien will be reviewed and
eligibility will be determined on a case-by-case basis.

m. The “private loan to value ratio” must be 80% or less based on (i} private property debt
including mortgages and (ii) the assessed value of the property and/or the average
market value of comparable properties. If the private loan to value ratio is only met with
respect to the assessed value or the average market value of comparable properties, but
not both, Caiifornia Communities may request additional information before ruling on the
appllcatlon If the title search does not provide adequate information to calculate the
private loan to value ratio, the property owner will also be asked to provide a current
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mortgage statement reflecting the outstanding balance and any payment delinquencies.
Lender consent to participation can allow for waiver of the private loan to value ratio
requirement. This ratio may be adjusted in order to comply with state and federal
requirements.

. n. The “public loan to value ratio” must be 10% or less based on (i) the CaliforniaFIRST
assessment and overlapping special assessments and special tax debt and (ii) the
assessed value of the property and average market value of comparable properties. If
the public loan to value ratio is only met with respect to the assessed value or the average
market value of comparable properties, but not both, California Communities may request
additional information before ruling on the application.

0. Because the CaliforniaFIRST Program involves issuance of bonds by California
Communities, California Communities is concerned that property owners who participate
in the program will pay their assessments in full on a timely basis. Therefore, California
Communities reserves the right to request additional information.

E. Elllele Costs

The CaliforniaFIRST program may finance the costs of installing Authorized Improvements, audit costs
and application fees. All local and state rebates must be deducted from the financed amount prior to
approval. The federal Income Tax Credit value may be included in the financed amount.

F. Eligible Contractors

Contractor eligibility is being standardized throughout the country, and the CaliforniaFIRST Program will
comply with applicable state and federal laws.

Renewable Energy; Energy Efficiency. The CaliforniaFIRST Program requires contractors installing
energy efficiency measures to meet the eligibility requirements of the pending CPUC statewide energy
efficiency rebate program. The current draft requirements include BPI certification, HPWES certification, .
and/or a HERS Il rating. .

Contractors installing solar PV and/or SWH musf meet the eligibility requirements of the CSi. Other
renewable energy technologies must be installed by licensed contractors who qualify for other state rebate
programs such as the Self Generation Incentive Program and/or Emerging Renewables Program.

Water Efflc:ency The CaliforniaFIRST Program is currently developmg the eligibility criteria for
contractors installing water conservation measures. At a minimum, contractors must be properly licensed
and abide by the codes and standards of the local building department.

\'A Financing of the CaliforniaFIRST Program

A. Minimum and Maximum Financing Amounts

Maximum Financing Amount for the CaliforniaFIRST Program. The maximum aggregate dollar
amount of the principal component of contractual assessments to be levied under the CaliforniaFIRST
Program for the County is $1 billion.

Minimum Financing Amount for each Property. The minimum installation cost that can be financed is
$5,000.

Residential Properties. Residential properties are eligible for financing up to the lesser of (i) $75,000 or
(i) 10% of the assessed and/or market value of the property. For this purpose, residential properties
include detached single-family homes, duplexes, triplexes, quadplexes, townhouses, twm homes, and
multi-family and tenancy in common properties with up to four units.
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Non-residential Properties. Non-residential properties are eligible for financing up to 10% of the
assessed and/or market value of the property. For this purpose; non-residential properties consist of
commercial, industrial, large multi-family, community facilities, and non-profit- owned properties. Large
multi-family properties are defined as those that contain five or more units.

B. Financing Structure

California Communities will finance the installation of Authorized Improvements using three different
financing structures at the County level, as described below. In order to provide the lowest possibie
interest rates through credit diversification, California Communities will purchase bonds issued for each
county’s CaliforniaFIRST program and issue bonds to the public bond market on a statewide basis.

The CaliforniaFIRST Program may utilize three different bond structures to finance the installation of
Authorized Improvements in the County. In all three cases, bonds will be issued to finance the installation
of Authorized Improvements for a specific list of properties in the County and debt service on the bonds
will be secured by and payable from contractual assessments paid by participating properties in the
County. The interest rate on bonds issued for the CaliforniaFIRST Program will be reflected in the amount
of the contractual assessments paid by property owners.

- Microbonds: "Micro-bonds” are bonds issued to finance the installation of Authorized
Improvements for one or a limited number of properties. These bonds will be purchased by
Renewable Funding and will be remarketed by RBC Capital Markets to the public bond market
when a significant number of micro-bonds have been issued. The interest rate on micro-bonds will
be set daily or weekly. The interest rate on bonds issued for the CaliforniaFIRST Program will be
reflected in the amount of the contractual assessments paid by property owners, and, with micro-
bonds, the contractual assessments will be fixed for the duration of the repayment period in the
Assessment Contract. Property owners may drop out of the program up to the time the lien is
placed on the home without penalty beyond the cost of the application fee.

- - Pooled bond: “Pooled bonds” are bonds issued to finance-the installation of Authorized
Improvements for a iarge group of properties. Pooied bonds wiil be sold tc the market on a E
quarterly or more frequent basis depending upon the demand for financing by property owners in
the-County. In order to facilitate pooled bond financings, Assessment Contracts wili be signad by
property owners prior to issuance of the pooled bonds. The contractual assessments will reflect a
not-to-exceed interest rate on the pooled bonds. No bonds will be issued if the not to exceed
interest rate would be exceeded. If a property owner withdraws from the CaliforniaFIRST program
after the Assessment Contract has been signed and/or pooled bonds have been issued, the
property owner must pay the costs associated with removing the lien, including thé administrative,
financing, and pre-payment costs. '

- Stand-Alone: Large commercial projects may be eligible for a stand-alone bond issuance
dependent on the size and type of project. Banks and other financing partners may be utilized to
provide funding for these projects. Under this approach, California Communities will issue a bond
and the bank or other financing partner will purchase the bond.

In the pilot stage of the CaliforniaFIRST program, it is anticipated that both residential and non-residential
properties will utilize the pooled bond approach.

C. Financing Process

The process for property owners to receive financing through the CaliforniaFIRST Program is designed to
be straightforward.

. Education. Property oWners visit the dedicated website to: learn about th'eAprogram, the financing

terms and other details; read the terms and conditions; and find approved contractors and _
improvements. Property owners must determine that they will meet the eligibility. requirements.
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e Application. Property owners apply on-line for a funding reservation from the CaliforniaFIRST
Program and pay a non-refundable application fee. Applications will include a proposed project
and contractor bid. Property owners must electronically agree to the CallfornlaFIRST Program
Terms as part of the application.

* Review and Approval. California Communities performs title work to confirm ownership,
screens for unpaid taxes or other delinquent property-based debt, applies loan-to-value metrics,
and evaluates the proposed project. California Communities will approve an application only after
confirming that the property meets the underwriting criteria, loading order process, and other
CaliforniaFIRST Program requirements.

« Reservation. if their application is approved, property owners then receive a reservation for
funding. In a micro-bond approach, the property owner then proceeds with installation of the
Authorized Improvements and requests funding when the property has met all the applicable
requirements for funding. The property owner will sign the Assessment Contract and the lien of
the contractual assessment will be placed on the property at this time. In a pooled bond
approach, property owners sign the Assessment Contract and the lien of the contractual
assessment will be placed on the property when the funding reservation is approved. However,
property owners must wait to receive a Notice to Proceed before beginning the work on their _
property in order to make certain bond issuance is successful. Property owners have at least six
months after receiving the Notice to Proceed to install their renewable energy, energy efficiency or
water efficiency improvements and return to the website to request payment. Residential
properties are eligible for reservation extensions. The fee for reservation extension wilt be deflned
in the CaliforniaFIRST Program Terms.

e Installation. A qualified installer must complete the installation of Authorized Improvements on
the property. See “Eligible Contractors” above.

o Evidence of Compiiance; Funding. After the property owner has provided all reguired e
documentation and met all applicable CaliforniaFIRST Program requirements, California ‘
Communities will release funds to the property owner. The property owner must make a funding: N
request and submit all required documents within a minimum of 180 days of appiication approvai - P
for residential projects and within the determined reservation period set at application approval for )
non-residential projects.

R

e Repayment. The property owner will be expected.to pay the contractual.assessment installments
in the amounts and at the times specified in the Assessment Contract.

Applications from property owners for financing will be considered based on a first-come—first-served
basis. If a request from a property owner for financing would cause the CaliforniaFIRST Program to
exceed the authorized amount, then the last property that caused the authorization amount to be
exceeded will be ineligible for financing. All appllcatlons receive a time stamp in order to allow for first-
come—first-served priority.

D. Interest Rate

Market conditions wnII determine the mterest rate on bonds issued to finance the CaliforniaFIRST
Program.

E. Administrative Costs

The costs. of administering the CaliforniaFIRST Program will be financed through city/county set-up fees,
participant application fees, and an administrative component of the contractual assessment installments.

Application fees for property owners wiil not exceed $300. On-going administrative fees will not result in an
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increase to the aggregate interest rate reflected in the contractual assessment installments of more than
1%.

Energy efficiency improvements installed by a contractor without BPI or HPWES certification and without a
HERS Il evaluation will be subject to an additional fee to cover increased quality assurance requirements.
The anticipated fee for an energy efficiency improvement installed without BPI, HPWES or HERS || will
not exceed $100. \

The fee charged by the County for the collection of the contractual assessment instaliments on the County
property tax bill and the cost of recording the various notices in the real property records will be included in
each property’s contractual assessment. California Communities has consulted with the County and
determined that the fee charged by the County for the collection of the contractual assessment
installments on the County property tax bill will not exceed 3% of each annual installment.

F. Other Financed Amounts

The costs of issuing bonds will be financed through the contractual assessments. California Communities
estimates that the costs of issuance will not exceed 5% of the cost of installing the Authorlzed
Improvements.

The contractual assessments may also finance a.debt service reserve fund to pay debt service on the
bonds in the event of contractual assessment installment delinquencies. Debt service reserve funds will
typically be equal to approximately 10% of the principal component of the contractual assessment.

In addition, because there is a July 1 deadline for placing the contractual assessments on the County
property tax bill, contractual assessments may also finance the first year s installments if the deadline
cannot be met.

G. Prepayment

-

The assessment may be prepaid, in whole or in part, at any time upon the payment of the unpaid principal -
component of the assessment, the accrued but unpaid interest component of the assessment through the
prepayment date and a prepdyment premium in the amount set forth in the Assessment Contract. The e
premium may vary based upon the timing of the prepayment.

V. Public Agency Official

“California Communities will, from time to time, authorize certdin fepresentatives to execute Assessment
Contracts on its behalf; the current authorized representative is:

Name: Daniel B. Harrison
Title: Administrative Director
Phone: (916) 658-8267
Email: dharrison@cacities.orq
Address: | 1400 K Street, Suite
400
Sacramento, CA 95814

Vi. Changes to the Report

California Communities may make changes to this Report and the CaliforniaFIRST Program documents
from time to time in its absolute discretion. No such changes will affect the amounts payable by a property
owner under an existing Assessment Contract.

VIl. Appendices and Exhibits
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Exhibit A: Assessment Contract — Agreement to Pay Assessment and Finance Improvements
Exhibit B: Boundary Map — Territdry of contractual assessments (not included)
Exhibit C: Draft CaliforniaFIRST Program Terms (not included)

. Exhibit D: Draft CaliforniaFIRST Program Authorized Improvements
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Attachment 4

CUSTOMER AGREEMENT TO PAY ASSESSMENT AND FINANCE IMPROVEMENTS

CALIFORNIA STATEWIDE COMMUNITIES DEVELOPMENT AUTHORITY
CALIFORNIAFIRST
(COUNTY OF )

This AGREEMENT TO PAY ASSESSMENT AND FINANCE IMPROVEMENTS (this
"Agreement") is made and entered into as of this day of ,20___, by and between the
California Statewide Communities Development Authority, a joint exercise of powers authority (the
“Authority”), and the record owner(s) (the “Property Owner”) of the fee title to the real property
identified on Exhibit A (the “Property”).

RECITALS

WHEREAS the Authority is a Jomt exercise of powers authority the members of which
include numerous cities and counties in the State of California; and

WHEREAS, the Authority has established the CaliforniaFIRST program (the
“CaliforniaFIRST Program”) to allow the financing of certain renewable energy, energy
efficiency and water efficiency improvements that are permanently fixed to real property (the
“Authorized Improvements”) through the levy of contractual assessments pursuant to Chapter
29 of Division 7 of the Streets & Highways Code (“Chapter 29”) and the issuance of
improvement bonds under the Improvement Bond Act of 1915 (Streets and Highways Code ¥
Sections 8500 and following) (the “1915 Act”) upon the securlty of the unpald contractual
assessments; and

WHEREAS, Chapter 29 provides that assessments may be levied under its provisions
only with the free and willing consent of the owner of each lot or parcel on which an assessment
is levied at the time the assessment is levied pursuant to a contract between the property owner
and the public agency; and

WHEREAS, the Authority has conducted the proceedings required by Chapter 29 with
respect to the territory within the boundaries of the County of (the “County”); and

WHEREAS, the Property is located in the boundaries of [the City of (the
“City”)][the County], and the [City/County] has consented to (i) owners of property within its
jurisdiction (the “Participating Property Owners”) participating in the CaliforniaFIRST Program
and (i) the Authority conducting assessment proceedings under Chapter 29 and issuing bonds
under the 1915 Act to finance the Authorized Improvements; and -

WHEREAS, pursuant to Chapter 29, the Authority and the Property Owner wish to enter
into a contract pursuant to which the Property Owner would agree to pay an assessment in order
to finance the installation on the Property of the Authorized Improvements described in Exhibit B
(the “Improvements”) and the Authority would agree to provide financing, all on the terms set
forth in this Agreement;
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NOW, THEREFORE, in consideration of the foregoing and the material covenants
hereinafter contained, the Property Owner and the Authority formally covenant, agree and bind
themselves and their successors and assigns as follows:

- AGREEMENT

Section 1. Purpose. The Property Owner and the Authority are entering into this
Agreement for the purpose of financing the installation of the Improvements identified on Exhibit
B on the Property.

Section 2. The Property. This Agreement relates to the real property identified on
Exhibit A. The Property Owner has supplied to the Authority current evidence of its ownership of
fee title to the Property and possesses all legal authorlty necessary to execute this Agreement
on behalf of the Property Owner.

Section 3. Agreement to Pay Assessment; Prepayment; Non-Completion
Assessment.

(a) Payment of Initial Assessment. The Property Owner hereby freely and willingly
agrees to pay the initial assessment set forth on Exhibit C (the “Initial Assessment”). Except as
otherwise set forth in this Agreement, the Initial Assessment will be paid in the installments set
forth on Exhibit C.

(b) Payment of Non-Completion Assessment. The Property Owner hereby freely and
willingly agrees to pay the additional assessment (the “Non-Completion Assessment”; together
with the Initial Assessment, the “Assessment”) identified on Exhibit A in the event that, following
issuance of bonds by the Authority to finance installation of the Improvements, the Property
~ Owner fails to install the Improvements in compliance with the CaliforniaFIRST Program rules or

otherwise fails to meet the conditions established by the Authority for financing through the
~CaliforniaFIRST Program. The Property Owner acknowledges that the purpose of the Non-  «
Completion Assessment is to provide for redemption of the related bonds. The Property Owner
further acknowledges that the Non-Completion Assessment will be levied in full by the Authority
as set forth in Section 5898.30 of Chapter 29 in the first fiscal year in-which the Authority is able
to_cause the Non-Completion Assessment to be placed on_the County property tax.roll.. ... .

(c). Prepayment of the Assessment. The Assessment may be prepaid, in whole orin
part, at any time upon the payment of (a) the whole or a portion of the unpaid principal
component of the Assessment, (b) the accrued but unpaid interest component of the whole or -
applicable portion of the unpaid principal component of the Assessment through the prepayment
date, (c) a prepayment premium in the amount set forth on Exhibit A and (d) the reasonable
costs of the Authority related to such prepayment.

(d) Absolute Obligation. The Property Owner hereby agrees that the Assessment will
not be subject to reduction, offset or credit of any kind i in the event that the bonds secured
thereby are refunded or for any other reason.

Section 4. Collection of Assessment; Lien. The Assessment, and the interest and
penaltles thereon as a result of a delinquency in the payment of any installment of the
Assessment, shall constitute a lien against the Property until they are paid and shall be collected
and shall have the lien priority as set forth in Chapter 29.
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The Property Owner acknowledges that if any Assessment installment is not paid when
due, the Authority has the right to have the delinquent installment and its associated penalties
and interest stripped off the secured property tax roll and immediately enforced through a judicial
foreclosure action that could result in a sale of the Property for the payment of the delinquent
installments, associated penalties and interest, and all costs of suit, including attorneys’ fees.
The Property Owner acknowledges that, if bonds are sold to finance the Improvements, the
Authority may obligate itself, through a covenant with the owners of the bonds, to exercise its
foreclosure rights with respect to delinquent Assessment installments under specified
circumstances.

Section 5. Financing of the Improvements.

(a) Agreement to Finance Improvements. The Authority hereby agrees to use the
Assessment to finance the Improvements, including the payment of the Authority’s reasonable
costs of administering the CahformaFlRST Program.

(b) Assessment Installments. The Property Owner agrees to the issuance of bonds
by the Authority to finance the installation of the Improvements. The interest rate used to
calculate the Initial Assessment installments set forth on Exhibit C is identified on Exhibit A. If the
Authority determines in its reasonable discretion that the Initial Assessment instalilments may be
reduced because the applicable interest rate on the bonds issued to finance installation of the
Improvements is lower than the interest rate specified in Exhibit A, then the Authority may
substitute a revised Exhibit C for the attached Exhibit C, shall provide a copy of such revised
Exhibit C to the Property Owner and shall cause a notice of such revision to be recorded in the
office of the County Recorder.

Section 6. Term. Except as otherwise set forth 4in this Agreement, thls Agreement

- shall expire upon the final payment or prepayment of the Assessment. : o

Section7.  Recordation of Documents The Property Owner hereby authorizes and™:~ .
directs the Authority to cause to be recorded in the office of the County Recorder the various -
notices and other documents required by Chapter 29 and other applicable laws to be recorded
against the Property. :

 Section8.  Notice. To the extent required by applicable law, the Property Owner
hereby agrees to provide written notice to any subsequent purchaser of the Property of the
obligation to pay the Assessment pursuant to this Agreement. :

Section 9. Waivers, Acknowledgment and Agreement. The Property Owner hereby
waives its right to repeal the Assessment by initiative or any other action, or to file any lawsuit or
other proceeding to challenge the Assessment or any aspect of the proceedings of the Authority
undertaken in connection with the CaliforniaFIRST Program. The Property Owner hereby agrees

“that the Property Owner and its successors in interest to fee title in the Property shall be solely
responsible for the installation, operation and maintenance of the Improvements. The Property
Owner hereby acknowledges that the Property will be responsible for payment of the
Assessment regardiess of whether the Improvements are properly installed, operated or
maintained as expected.

The Property Owner hereby agrees that the Authority is entering into this Agreement

solely for the purpose of assisting the Property Owner with the financing of the installation of the
Improvements, and that the Authority and [the City/County] have no responsibility of any kind for,
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and shall have no liability arising out of, the installation, operation, financing, refinancing or
maintenance of the Improvements. Based upon the foregoing, the Property Owner hereby
waives the right to recover from and fully and irrevocably releases the Authority, the [City/County]
and any and all agents, employees, attorneys, representatives and successors and assigns of
the Authority and the [City/County] from any and all losses, liabilities, claims, damages (including
consequential damages), penalties, fines, forfeitures, costs and expenses (including all
reasonable out-of-pocket litigation costs and reasonable attorney's fees), relating to the subject
matter of this Agreement that the Property Owner may now have or hereafter acquire against the
Authority, the [City/County] and any and all agents, employees, attorneys, representatives and
successors and aSS|gns of the Authority or the [City/County].

To the extent that the foregomg waivers and agreements are subject to Section 1542 of
the California Civil Code or similar provisions of other applicable law, it is the intention of the
Property Owner that the foregoing waivers and agreements will be effective as a bar to any and
all losses, liabilities, claims, damages (including consequential damages), penalties, fines,
forfeitures, costs and expenses (including all reasonable out-of-pocket litigation costs and
" reasonable attorney's fees), of whatever character, nature and kind, known or unknown,
suspected or unsuspected, and Property Owner agrees to waive any and all rights and benefits
conferred upon the Property Owner by the provisions of Section 1542 of the California Civil
Code or similar provisions of applicable law. Section 1542 reads as follows: '

"A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICH THE
CREDITOR DOES NOT KNOW OR SUSPECT TO EXIST IN HIS OR HER
FAVOR AT THE TIME OF EXECUTING THE RELEASE, WHICH IF KNOWN BY
HIM OR HER MUST HAVE MATERIALLY AFFECTED HIS OR HER
SETTLEMENT WITH THE DEBTOR."

By initialing below, the Property.Owner ‘agrees to waive the provisions of Se'ctvion 1542.in
connection with the matters that are the subject of the foregoing waivers and releases.

. Property Owner’s Initials:

The waivers, releases and agreements set forth in th|s Section 9 shall survive termination
~of this Agreement. _ - o

Section 10. Indemnification. The Property Owner agrees to indemnify, defend, protect,
and hold harmless the Authority, the [City/County] and any and all agents, employees, attorneys,
representatives and successors and assigns of the Authority or the [City/County], from and
against all losses, liabilities, claims, damages (including consequential damages), penalties,
fines, forfeitures, costs and expenses (including all reasonable out-of-pocket litigation costs and
reasonable attorney's fees).and any demands of any nature whatsoever related directly or
indirectly to, or arising out of or in connection with, (i) the Assessment, (ii) the financing by the
Authority of the Improvements, (iii) the Improvements, (iv) or any other fact, circumstance or
event related to the subject matter of this Agreement, regardless of whether such losses,
liabilities, claims, damages (including consequential damages), penalties, fines, forfeitures, costs
and expenses (including all reasonable out-of-pocket litigation costs and reasonable attorney's
fees) accrue before or after the date of this Agreement.

The provisions of this Section 10 shall survive the termination of this Agreement.

Section 11.  Amendment. Except as set forth in Section 5(b), this Agreement may be
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modified only by the written agreement of the Authority and the Property Owner.

Section 12.  Binding Effect; Assignment. This Agreement inures to the benefit of and is
binding upon the Authority, the Property Owner and their respective successors and assigns.

The Authority has the right to assign any or all of its rights and obligations under this
Agreement without the consent of the Property Owner. The obligation to pay the Assessment set
forth in this Agreement is an obligation of the Property and no agreement or action of the
Property Owner will be competent to impair in any way the Authority’s rights, including, but not
limited to, the right to pursue judicial foreclosure of the Assessment lien or the right to enforce
the collection of the Assessment or any installment thereof against the Property.

Section 13.  Exhibits. The Exhibits to this Agreerhent are incorporated into this
Agreement by this reference as if set forth in their entirety in this Agreement.

Section 14.  Severability. If any provision of this Agreement is held invalid or
unenforceable by any court of competent jurisdiction, such holding will not invalidate or render
unenforceable any other provision of this Agreement.

Section 15. Corrective Instruments. The Authority and the Property Owner agree that
they will, from time to time, execute, acknowledge and deliver, or cause to be executed,
acknowledged and delivered, such supplements hereto and such further instruments as may
reasonably be required in order to carry out out the expressed intention of this Agreement.

Section 16. Governing Law; Venue. This Agreement is governed by and construed in
accordance with the laws of the State of California. Any legal action brought under this
Agreement must be instituted in the Superior Court of the County of Sacramento. State of
.California; provided, however, actions to foreclose dehnquent instaliments of the Assessment wiil.
be instituted in the superior court of the County or as otherwise prowded by law.

Section 17. Countergart This Agreement may be executed in several counterparts
each of which is an original and all of which constitutes one and the same instrument.
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IN WITNESS WHEREOF, the Authority and the Property Owner have caused this

Agreement to be executed in their respective names by their duly authorized representatives, all
as of the date first above written.

CALIFORNIA - STATEWIDE COMMUNITIES
DEVELOPMENT AUTHORITY

By:

Its:

The following are the authorized signatories of the Property Owner:

Name: Name:
By: By:
Its: Its:
Name: Name:
By: By:
Its: | .Its:
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EXHIBIT A

Agreement Number:

Property Owner:

Property (APN/Legal Description):

Prepayment Premium:

Interest Rate Used to Calculate Initial Assessment Installments (prior to issuance of Bonds):____

Non-Completion Assessment: An amount equal to % of the Initial Assessment identified on
Exhibit C |
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EXHIBIT B

IMPROVEMENTS

The Improvements are described on the attached documentation.
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EXHIBIT C

SCHEDULE OF INITIAL ASSESSMENT INSTALLMENTS

Fiscal Administrative Total

Year Principal (a) Interest (b) Expenses (c) (a) +(b) +(c)
“Total-Initial Assessment: $
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Adopted by the Sacramento City Council
January 12, 2010

RESOLUTION AUTHORIZING THE CITY OF SACRAMENTO TO JOIN THE

CALIFORNIAFIRST PROGRAM TO PROVIDE FINANCING FOR RENEWABLE

ENERGY AND ENERGY EFFICIENCY IMPROVEMENTS TO PROPERTY OWNERS;

AUTHORIZING THE CALIFORNIA STATEWIDE COMMUNITIES DEVELOPMENT

AUTHORITY TO ACCEPT APPLICATIONS FROM PROPERTY OWNERS, CONDUCT

CONTRACTUAL ASSESSMENT PROCEEDINGS AND LEVY CONTRACTUAL
ASSESSMENTS WITHIN THE TERRITORY OF THE CITY; AND AUTHORIZING

RELATED ACTIONS

BACKGROUND

The California Statewide Communities Development Authority (“California
Communities”) is a joint exercise of powers authority the members of which include
numerous cities and counties in the State of California, including the City of Sacramento
(the “City”); and

A.

California Communities has established the CaliforniaFIRST program (the
“CaliforniaFIRST Program”) to allow the financing of certain renewable energy,
energy efficiency and water efficiency improvements (the “Improvements”) through
the levy of contractual assessments pursuant to Chapter 29 of Division 7 of the
Streets & Highways Code (“Chapter 29”) and the issuance of improvement bonds
(the “Bonds”) under the Improvement Bond Act of 1915 (Streets and Highways
Code Sections 8500 and following) (the “1915 Act”) upon the security of the
unpaid contractual assessments; and

Chapter 29 provides that assessments may be levied under its provisions only with
the free and willing consent of the owner of each lot or parcel on which an
assessment is levied at the time the assessment is levied; and

The City desires to allow the owners of property within its jurisdiction
(“Participating Property Owners”) to participate in the CaliforniaFIRST Program
and to allow California Communities to conduct assessment proceedings under
Chapter 29 and to issue Bonds under the 1915 Act to finance the Improvements;
and

California Communities will conduct assessment proceedings under Chapter 29
and issue Bonds under the 1915 Act to finance Improvements;

There has been presented to this meeting a proposed form of Resolution of
Intention to be adopted by California Communities in connection with such
assessment proceedings (the “ROI"), a copy of which is attached hereto as Exhibit
A, and the territory within which assessments may be levied for the
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CaliforniaFIRST Program shall include all of the territory within the City’s official
boundaries of record (the “Proposed Boundaries”); and

F.  The City will not be responsible for the conduct of any assessment proceedings;
the levy or collection of assessments or any required remedial action in the case of
delinquencies in such assessment payments; or the issuance, sale or
administration of the Bonds or any other bonds issued in connection with the
CaliforniaFIRST Program; and

G. Pursuant to Government Code Section 6586.5, a notice of public hearing has been
published once at least five days prior to the date hereof in a newspaper of
general circulation in the City and a public hearing has been duly conducted by
this City Council concerning the significant public benefits of the CaliforniaFIRST
Program and the financing of the improvements.

BASED ON THE FACTS SET FORTH IN THE BACKGROUND, THE CITY COUNCIL
RESOLVES AS FOLLOWS:

Section 1.  On the date hereof, the City Council held a public hearing and the City
Council hereby finds and declares that the issuance of bonds by California
Communities in connection with the CaliforniaFIRST Program will provide
significant public benefits, including without limitation, savings in effective
interest rate, bond preparation, bond underwriting and bond issuance
costs and reductions in effective user charges levied by water and
electricity providers within the boundaries of the City.

Section 2.  In connection with the CaliforniaFIRST Program, the City hereby consents
to the conduct of special assessment proceedings by California
Communities pursuant to Chapter 29 on any property within the Proposed
Boundaries and the issuance of Bonds under the 1915 Act; provided, that

(1) Such proceedings are conducted pursuant to one or more Resolutions
of Intention in substantially the form of the ROI;

(2) The Participating Property Owners, who shall be the legal owners of
such property, execute a contract pursuant to Chapter 29 and comply
with other applicable provisions of California law in order to accomplish
the valid levy of assessments; and

(3) The City will not be responsible for the conduct of any assessment
proceedings; the levy or collection of assessments or any required
remedial action in the case of delinquencies in such assessment
payments; or the issuance, sale or administration of the Bonds or any
other bonds issued in connection with the CaliforniaFIRST Program.

(4) The issuance of Bonds will occur following receipt of a final judgment in
a validation action filed by California Communities pursuant to Code of
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Section 3.

Section 4.

Section 5.

Section 6.

Section 7.

Section 8.

Civil Procedure Section 860 that the Bonds are legal obligations of
California Communities.

Pursuant to the requirements of Chapter 29, California Communities has
prepared and will update from time to time the “Program Report” for the
CaliforniaFIRST Program (the “Program Report”), and California
Communities will undertake assessment proceedings and the financing of
Improvements as set forth in the Program Report.

The appropriate officials and staff of the [City/County] are hereby
authorized and directed to make applications for the CaliforniaFIRST
program available to all property owners who wish to finance
Improvements; provided, that California Communities shall be responsible
for providing such applications and related materials at its own expense.
The following staff persons, together with any other staff persons chosen
by the City Manager from time to time, are hereby designated as the
contact persons for California Communities in connection with the
CaliforniaFIRST Program: Yvette Rincon, Sustainability Program
Manager.

The appropriate officials and staff of the City are hereby authorized and
directed to execute and deliver such closing certificates, requisitions,
agreements and related documents as are reasonably required by
California Communities in accordance with the Program Report to
implement the CaliforniaFIRST Program for Participating Property
Owners.

The appropriate officials and staff of the City are hereby authorized and
directed to pay California Communities a fee in an amount not to exceed
$20,000, which California Communities will use to pay for the costs of
implementing the CaliforniaFIRST Program in the City, including the
payment of legal costs incurred in connection with judicial validation of the
CaliforniaFIRST Program.

The City Council hereby finds that adoption of this Resolution is not a
“project” under the California Environmental Quality Act, because the
Resolution does not involve any commitment to a specific project which
may result in a potentially significant physical impact on the environment,
as contemplated by Title 14, California Code of Regulations, Section
15378(b)(4).

This Resolution shall take effect immediately upon its adoption. The City

Clerk is hereby authorized and directed to transmit a certified copy of this
resolution to the Secretary of California Communities.

32



Resolution to Join the CaliforniaFIRST Program ' January 12, 2010

Table of Contents:

Exhibit A: California Communities Draft Resolution of Intent Pgs. 34-37

33



Back to Report Table of Contents

- Resolution to Join the CaliforniaFIRST Program January 12, 2010

Exhibit A
CALIFORNIA COMMUNITIES DRAFT RESOLUTION OF INTENT
RESOLUTION DECLARING INTENTION TO FINANCE INSTALLATION OF
DISTRIBUTED GENERATION RENEWABLE ENERGY SOURCES, ENERGY
EFFICIENCY AND WATER EFFICIENCY IMPROVEMENTS

COUNTY OF

WHEREAS, the California Statewide Communities Development Authority ("California Communities") is
authorized under the authority granted California Communities pursuant to Chapter 5 of Division 7 of Title
1 of the Government Code of the State of California in accordance with Chapter 29 of Part 3 of Division 7
of the Streets & Highways Code of the State of California ("Chapter 29”) to authorize assessments to
finance the installation of distributed generation renewable energy sources, energy efficiency and water
efficiency improvements that are permanently fixed to real property (“Authorized Improvements”); and

) ¢

WHEREAS, Chapter 29 authorizes California Communities to enter into contractual assessments to
finance the installation of Authorized Improvements in the County of (the “County”); and

WHEREAS, California Communities wishes to declare its intention to establish a CaliforniaFIRST program
(the “CalliforniaFIRST Program”) in the County, pursuant to which California Communities, subject to
certain conditions set forth below, would enter into contractual assessments to finance the installation of
Authorized Improvements in the County;

NOW, THEREFORE, BE IT RESOLVED by the California Statewide Communmes Development Authority, i
as follows:

Section 1. Findings. California Communities hereby finds and declares the following:

(a) The above recitals are true and correct.
(b) Energy conservation efforts, including the promotion of energy-related Authorized Improvements

to residential, commercial, industrial, or other real property, are necessary to address the issue of global

climate change and the reduction of greenhouse gas emissions in the County.

(c) Water conservation efforts, including the promotion of water-related Authorized Improvements to
residential, commercial, industrial, or other real property, are necessary to address the issue of chronic
water shortages in California. :

(d) The upfront cost of making residential, commercial, industrial, or other real property more energy
and water efficient, along with the fact that most commercial loans for that purpose are due on the sale of
the property, prevents many property owners from installing Authorized Improvements.

(e) A public purpose will be served by establishing a contractual assessment program, to be known
as the CaliforniaFIRST Program, pursuant to which California Communities will finance the installation of
-Authorized Improvements to residential, commercial, industrial, or other real property in the County.

Section 2. Determination of Public Interest. California Communities hereby determines that (a) it would
be convenient, advantageous, and in the public interest to designate an area, which shall encompass the
entire geographic territory within the boundaries of the County, within which California Communities and
property owners within the County may enter into contractual assessments to finance the installation of
Authorized Improvements pursuant to Chapter 29 and (b) it is in the public interest for California
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Communities to finance the installation of Authorized Improvements in the County pursuant to Chapter 29.

Section 3. Identification of Authorized Improvements. California Communities hereby declares that it

. proposes to make contractual assessment financing available to property owners to finance installation of
Authorized Improvements, including but not limited to those improvements detailed in the Report
described in Section 8 below, as that Report may be amended from time to time.

Section 4. Identification of Boundaries. Contractual assessments may be entered into by property
owners located within the entire geographic.territory of the County; provided, however, that California
Communities shall not enter into contractual assessments to finance the instailation of Authorized
Improvements with the owner of any property in the County unless requested to do so first by the County if
the property is located in unincorporated territory or a city if the property is located in incorporated territory
and after such city or the County, as applicable, has held a public hearing pursuant to Section 6586.5 of the
Government Code of the State of California. The form of resolution pursuant to which cities may request
California Communities to enter into contractual assessments to finance the installation of Authorized
Improvements is attached as Exhibit A.

Section 5. Proposed Financing Arrangements. Under Chapter 29, California Communities
may issue bonds pursuant to Chapter 29 that are payable by contractual assessments and California
Communities may advance its own funds to finance work to be repaid through contractual
assessments, and may from time to time sell bonds to reimburse itself for such advances. Division 10
(commencing with Section 8500) of the Streets & Highways Code of the State (the “Improvement Bond
Act of 1915”) shall apply to any bonds issued pursuant to Chapter 29, insofar as the Improvement Bond
Act of 1915 is not in conflict with Chapter 29.

California Communities shall determine the creditworthiness of a property owner {o participate in
the financing of Authorized Improvements based on the criteria developed by the Program Manager in
consultation with the CaliforniaFIRST Program financing team and on file with the Secretary.

_ In connection with bonds issued under the Improvement Bond Act of 1915 that are payable from - . B
contractual assessments, serial and/or term improvement bonds shall be issued in such series and shaill T
mature in such principal amounts and at such times (not to exceed 20 years from the second day. of
September next following their date) and at such rate or rates of interest (not to exceed the maximum rate g

permitted by applicable law) as shall be determined by California Communities at the time of the issuance
and sale of the bonds. The provisions of Part 11.1 of the Improvement Bond Act of 1915 shall apply to the
calling of the bonds. It is the intention of California Communities to create a special reserve fund for the
bonds under Part 16 of the improvement Bond Act of 1915. California Communities will not advance
available surplus funds from its treasury to cure any deficiency in the redémption fundto be creatéd with
respect to the bonds; provided, however, that this determination shall not prevent California Communities
from, in its sole discretion, so advancing funds. The bonds may be refunded under Division 11.5 of the
California Streets and Highways Code or other applicable laws permitting refunding of the bonds, upon the
conditions specified by and at the determination of California Communities.

California Communities hereby authorizes the Program Manager, upon consultation with bond v
counsel and the CaliforniaFIRST Program underwriter, to provide for the issuance of bonds payable from
contractual assessments.

In connection with the issuance of bonds payable from contractual assessments, California
Communities expects to obligate itself, through a covenant with the owners of the bonds, to exercise its
foreclosure rights with respect to delinquent contractual assessment installments under specified
cwcumstances

Section 6. Public Hearing. Pursuant to the Act, California Communities hereby orders that a public
hearing be held before this Commission, at , on , ,2010at __ a.m., forthe
purposes of allowing interested persons to object to or inquire about the proposed program or any of its
particulars. The public hearing may be continued from time to time as determined by the Commission fora -
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time not exceeding a total of 180 days.

At the time of the hearing, the Report described in Section 8 below shall be summarized and the
Commission shall afford all persons who are present an opportunity to comment upon, object to, or present
evidence with regard to the proposed contractual assessment program, the extent of the area proposed to be
included within the program, the terms and conditions of the draft Contract described in Section 8 below, or
the proposed financing provisions. Following the public hearing, California Communities may adopt a
resolution confirming the Report (the “Resolution Confirming Report”) or may direct the Report’'s modification
in any respect, or may abandon the proceedings.

The Commission hereby orders the Secretary to publish a notice of public hearing once a week for
two successive weeks. Two publications in a newspaper-published once a week or more often, with at teast
five days intervening between the respective publication dates not counting such publication dates, are
sufficient. The period of notice will commence upon the first day of publication and terminate at the end of
the fourteenth day. The first publication shall occur not later than 20 days before the date of the public
hearing. '

Section 7. Notice to Water and Electric Providers. Pursuant to Section 5898.24 of the Streets &
Highways Code, the Commission hereby orders the Secretary to provide written notice of the proposed
contractual assessment program within the County to all water and electric providers within the boundaries of
the County not less than 60 days prior to adoption of the Resolution Confirming Report.

Section 8. Report. The Commission hereby directs the Program Manager for the CaliforniaFIRST
Program to prepare and file with the Commission a report (the “Report”) at or before the time of the public
hearing described in Section 6 above containing all of the following:

(a) A map showing the boundaries of the territory within which contractual assessments are proposed
to be offered, as set forth in Section 4 above.

(b) A draft contract (the “Contract’) specifying the terms and conditions that would be agreedtoby . © - "= % x4
California Communities and a property owner within the County. The Contract may aliow property owners -

to purchase directly the related equipment.and materials for the installation of the Authorized : :
Improvements and to contract directly for the installation of such Authorized Improvements. : v I

CoA%

(c) A statement of California Communities’ policies concerning contractual assessments including all
of the following:

‘(1) ~ Identification of types of Authorized Improvéments that may be financéd through the use
of contractual assessments. :

(2) Identification of California Communities official authorized to enter into contractual
assessments on behalf of California Communities. '

3) A maximum aggregate dollar amount of contractual assessments in the County.

(4) A method for setting requests from property owners for financing through contractual
assessments in priority order in the event that requests appear likely to exceed the authorization
amount. ‘

(d) A plan for raising a capital amount required to pay for work performed pursuant to contractual
assessments. The plan may include amounts to be advanced by California Communities through funds
available to it from any source. The plan may include the sale of a bond or bonds or other financing
relationship pursuant to Section 5898.28 of Chapter 29. The plan shall include a statement of or. method
for determining the interest rate and time period during which contracting property owners would pay any

" assessment. The plan shall provide for any reserve fund or funds. The plan shall provide for the
apportionment of all or any portion of the costs incidental to financing, administration, and collection of the
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contractual assessment program among the consenting property owners and California Communities.

(e) A report on the results of the consultations with the County Auditor-Controller described in Section
10 below concerning the additional fees, if any, that will be charged to California Communities for
incorporating the proposed contractual assessments into the assessments of the general taxes of the
County on real property, and a ptan for financing the payment of those fees.

Section 9. Nature of Assessments. Assessments levied pursuant to Chapter 29, and the interest and
any penalties thereon, will constitute a lien against the lots and parcels of land on which they are made,
until they are paid. Unless otherwise directed by California Communities, the assessments shall be
collected in the same manner and at the same time as the general taxes of the County on real property
are payable, and subject to the same penalties and remedies and lien priorities in the event of
delinquency and default.

Section 10. Consultations with County Auditor-Controller. California Communities hereby
directs the Program Manager to enter into consultations with the County Auditor-Controller in order to
reach agreement on what additional fees, if any, will be charged to California Communities for
incorporating the proposed contractual assessments into the assessments of the general taxes of the
County on real property.

Section 11. Preparation of Current Roll of Assessment. Pursuant to Section 5898.24(c),
California Communities hereby designates the Program Manager (or his/her designee) as the
responsible official for annually preparing the current roll of assessment obligations by assessor’s
parcel number on property subject to a voluntary contractual assessment.

Section 12. Procedures for Responding to Inquiries. The Program Manager shall establish
procedures to promptly respond to inquiries concerning current and future estimated liability for a
voluntary contractual assessment.

Section 13. Professionals Appointed. California Communities hereby-appoints Jones Hall, A
Professional Law Corporation, San Francisco, California, as bond counsel to-California Communities in
connection with the CaliforniaFIRST Program. The Commission hereby authorizes and.directs an
Authorized Signatory of California Communities-(as determined from time to time by the Commission by -
separate resolution) to enter into appropriate agreements with such firm for its services to California .
Communities in connection with the matters addressed in this Resolution.

Section 14. Set-Up Fees. The County and various cities within the County have advanced fees to
California Communities to pay for certain costs of establishing the CaliforniaFIRST Program, some or all
of which represent State Energy Program (SEP) funds. The Program Manager is hereby authorized and
directed to return to the County and cities, as applicable, any fees paid to California Communities by the
County and cities, as applicable, that do not represent SEP funds and that California Communities does

not use to pay for the costs of establishing the CaliforniaFIRST Program.

Section 15. Effective Date. This resolution shall take effect immediately upon its adoption.

h ok hhkkhk ok k ok ok ok

PASSED AND ADOPTED by the California Statewide Communities Development Authorlty this
_.__,2010.

I, the undersigned, the duly appointed, and qualified member of the Commission of the California
Statewide Communities Development Authority, DO HEREBY CERTIFY that the foregoing resolution was duly
adopted by the Commission of said Authority at a duly caIIed meeting of the Comm|SS|on of said Authority held
in accordance with law on __ , 2010.

By:

Member
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