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Description/Analysis

Issue: On September 27, 2011, the City Council adopted Resolution No. 2011-538
establishing a commercial Property Assessed Clean Energy (PACE) program to make
voluntary contractual-assessment financing available citywide to owners of commercial
property interested in installing renewable-energy, energy-efficiency, or water-conservation
improvements consistent with the provisions of Assembly Bill No. 811 (Statutes 2008, chapter
159).

In February 2012, Ygrene Energy Fund California LLC, the City’s selected PACE program
administrator, requested that the City re-establish the program under a new state law that
became effective January 1, 2012. This state law, known as Senate Bill No. 555 (Statutes
2011, chapter 493) (SB 555), amended the Mello-Roos Community Facilities Act of 1982 to
authorize the establishment of community facility districts for use in financing the installation of
energy-efficiency, water-conservation, and renewable-energy improvements to residential,
commercial, industrial, or other property.

City staff researched SB 555 and, after consulting with the City Attorney Office and the City’s
bond counsel, has determined that using SB 555 to re-establish the PACE program, to be
known now as the Clean Energy Sacramento (CES) program, is in the best interest of the City
and potential program participants. The primary benefit is that the CES program will be
established under a well-known law that the bond market is very familiar with. This familiarity
with Mello-Roos community facilities districts should result in better interest rates. In addition,
SB 555 expands the pool of allowable participants to public buildings. Finally, staff will include
residential properties in the CES program, consistent with the City Council direction in
September 2011.

This report recommends that the City Council adopt a resolution declaring its intent to establish
a Mello-Roos community facilities district within the City’s jurisdictional boundaries and to levy
special taxes therein to finance the acquisition and installation of energy-efficiency, water-
conservation, and renewable-energy improvements permanently affixed to privately or publicly
owned real property. In accordance with the law, the resolution also identifies the kinds of
improvements that may be financed; describes the area within which CES financing will be
available; and states that the City Council will hold a public hearing on June 5, 2012, during
which interested persons may comment on the program.

Policy Considerations: The recommendations in this report are consistent with the City
Council’s economic and sustainability priorities for the City. Participation in the CES program
will be entirely voluntary and will enable owners of commercial and residential property to
finance renewable-energy, energy-efficiency, or water-conservation improvements using
investor funds repaid through special taxes added to their property-tax bills. These projects will
reduce operating costs for business owners, create jobs, lower utility expenses for
homeowners, and reduce greenhouse-gas emissions.
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Environmental Considerations:

California Environmental Quality Act (CEQA): Adoption of a resolution declaring the
City Council’s intent to establish the commercial CES program is not a “project” subject to
CEQA because it has no potential to cause a significant effect on the environment and it
pertains to creation of a government-funding mechanism not involving a commitment to a
specific project that may result in a potentially significant physical impact on the
environment. (Cal. Code Regs., tit. 14, §§ 15061(b)(3) & 15378(b)(4).)

Sustainability: Creating the CES program is one of the implementation actions identified
in the 2011 Sustainability Action Plan and a voluntary implementation item in the City’s
Climate Action Plan.

Commission/Committee Action: None

Rationale for Recommendation: The recommended CES program will benefit the
environment as well as the local economy. A study commissioned by the City, and completed
by the Center for Strategic Economic Research, calculates that the commercial program alone
has the potential to annually create $30 million in economic output, 232 jobs, $13 million in
salaries, and $1.6 million in state and local tax revenue.

Financial Considerations: There is no financial impact to the City. All costs will be paid
either by the property owners who participate in the program, through loan application
fees and interest, or from an Energy Efficiency and Conservation Block Grant approved
by City Council on May 22, 2009 (Resolution No. 2009-320). A total of $630,812 of this
grant has been programmed in the City’s Federal Energy Efficiency Grant Project
(G13000050, Fund 2702, Operating Grants) for establishment of a regional assessment-
financing program.

Emerging Small Business Development (ESBD): No goods or services are being purchased
as a result of this report.
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RESOLUTION NO. 2012-xxx
Adopted by the Sacramento City Council
May 1, 2012

DECLARING INTENTION TO ESTABLISH COMMUNITY
FACILITIES DISTRICT NO. 2012-01 (CLEAN ENERGY), CITY OF
SACRAMENTO, COUNTY OF SACRAMENTO, STATE OF
CALIFORNIA, AND TO LEVY SPECIAL TAXES THEREIN TO
FINANCE THE ACQUISITION AND INSTALLATION OF
ENERGY-EFFICIENCY, WATER-CONSERVATION, AND
RENEWABLE-ENERGY IMPROVEMENTS PERMANENTLY
AFFIXED TO REAL PROPERTY

BACKGROUND

A.

The City Council (the “Council”) of the City of Sacramento (the “City”) has duly
considered the advisability and necessity of establishing a community facilities
district within the City’s jurisdictional boundaries and levying special taxes therein
to finance the acquisition, installation, and improvement of energy-efficiency,
water-conservation, and renewable-energy improvements permanently affixed to
privately or publicly owned real property (the “Authorized Improvements”), all in
accordance with the Mello-Roos Community Facilities Act of 1982 as amended by
Senate Bill No. 555 (Statutes 2011, chapter 493) (the “Act”). The Act is set forth in
chapter 2.5 (beginning with section 53311) of part 1 in division 2 of title 5 of the
California Government Code.

In section 8 of Senate Bill No. 555, the California Legislature made the following
findings:

“The Legislature finds and declares that global warming poses a serious
threat to the economic well-being, public health, natural resources, and the
environment of the state, and that action taken by the state to reduce
emissions of greenhouse gases will have far-reaching effects by encouraging
other states, the federal government, and other countries to act. California
has a tradition of environmental leadership and wishes to be at the forefront
of national and international efforts to reduce emissions of greenhouse gases.
In furtherance of these efforts to reduce emissions of greenhouse gases, the
Legislature declares that a public purpose will be served by providing the
legislative body of a local agency with the authority to use special taxes
pursuant to the Mello-Roos Community Facilities Act of 1982 to finance the
installation of energy efficiency and renewable energy improvements that are
affixed, as specified in Section 660 of the Civil Code, to residential,
commercial, industrial, or other property.
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“The Legislature further finds and declares that the growing population,
climate change, and the need to protect and grow California's economy while
protecting and restoring our fish and wildlife habitats make it essential that the
state manage its water resources as efficiently as possible. Section 2 of
Article X of the California Constitution declares: "It is hereby declared that
because of the conditions prevailing in this State the general welfare requires
that the water resources of the State be put to beneficial use to the fullest
extent of which they are capable, and that the waste or unreasonable use or
unreasonable method of use of water be prevented, and that the conservation
of those waters is to be exercised with a view to the reasonable and beneficial
use thereof in the interest of the people and for the public welfare." Former
Governor Schwarzenegger, in his Executive Order S-06-08, proclaimed a
condition of statewide drought and ordered implementation of additional
actions to promote water conservation which will contribute to achieving long-
term reductions in water use. Former Governor Schwarzenegger called for a
20-percent per capita reduction in urban water use statewide by the year
2020. Reduced water use through conservation provides significant energy
and environmental benefits, and can help protect water quality, improve
stream flows, and reduce greenhouse gas emissions. There are many water
conservation practices that produce significant energy and other resource
savings that should be encouraged as a matter of state policy. The
Legislature also declares that a public purpose will be served by providing the
legislative body of a local agency with the authority to use special taxes
pursuant to the Mello-Roos Community Facilities Act of 1982 to finance the
installation of water conservation improvements that are attached to
residential, commercial, industrial, or other property.”

C. The Council has determined that establishing the community facilities district is
consistent with and follows the local goals and policies concerning the use of the
Act that have been adopted by the Council and are now in effect.

D. The Council is fully advised in this matter.

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

Section 1. The Council acknowledges the legislative findings contained in paragraph B
of the Background and finds that the statements in paragraphs A, C, and D of the
Background are true.

Section 2. The Council intends, and hereby proposes, to establish a community
facilities district in accordance with section 53328.1 of the Act, to be known and
designated as “Community Facilities District No. 2012-01 (Clean Energy), City of
Sacramento, County of Sacramento, State of California” (the “Community Facilities
District”).
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Section 3. As authorized by section 53328.1 of the Act, the Community Facilities
District will initially contain only territory proposed for annexation to the Community
Facilities District in the future (the “Territory”). The Territory includes the entire current
jurisdictional boundaries of the City and is more particularly described and shown on a
map entitled “Proposed Boundaries of Territory Proposed for Annexation in the Future
to Community Facilities District No. 2012-01 (Clean Energy), City of Sacramento,
County of Sacramento, State of California” now on file in the office of the City Clerk (the
“Clerk”), which map is hereby approved by the Council. A reduced copy of the map is
attached to this resolution as Exhibit A. The Council finds that the map is in the form
and contains the matters prescribed by section 3110 of the California Streets and
Highways Code. The Council hereby authorizes and directs the Clerk to certify the
adoption of this resolution on the face of the map and to record a copy of the map with
the Sacramento County Clerk/Recorder in accordance with section 3111 of the
California Streets and Highways Code.

Section 4. The Council hereby finds that any property included within the Territory that
is currently in agricultural use will, if annexed into the Community Facilities District,
nonetheless be benefited by the Authorized Improvements.

Section 5. The Council intends, in accordance with the Act, to facilitate the financing
on a parcel-by-parcel basis of the acquisition, installation, and improvement of the
Authorized Improvements shown on Exhibit B to this resolution as may be approved, in
any particular instance, by the City or the City’s authorized program administrator.

Section 6. The cost of financing the acquisition, installation, and improvement of the
Authorized Improvements includes all expenses incidental to the acquisition, installation
and improvement, including but not limited to the following: the costs of planning and
designing the Authorized Improvements, together with the costs of any environmental
evaluations thereof; a proportionate share of the costs associated with the creation of
the Community Facilities District, the issuance of bonds or the making of alternative
financing arrangements, the determination of the amount of any special taxes, or the
collection or payment of any special taxes; and any costs otherwise incurred to carry out
the authorized purposes of the Community Facilities District. A representative list of
incidental expenses proposed to be incurred is set forth on Exhibit C to this resolution.

Section 7. The Council intends (a) that a parcel within the Territory may be annexed to
the Community Facilities District and subjected to the special tax only with the
unanimous written approval of the owner or owners of the parcel when it is annexed
(the “Unanimous Approval Agreement”); (b) that the rate of special tax for each parcel
will be established in an amount required to finance or refinance (including the payment
of interest) the Authorized Improvements approved for the parcel and to pay the parcel’'s
appropriate share of the Community Facilities District’'s administrative expenses; (c) that
the maximum annual rate, method of apportionment, and manner of collection of the
special tax must be specified in the Unanimous Approval Agreement for each parcel,
and (d) that the special-tax revenues may also be used to repay the appropriate portion
of any funds the City advances for the Community Facilities District and to repay under
any agreement (which will not constitute a City debt or liability) any advances of funds
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or reimbursement for the lesser of the value or cost of work in-kind provided by any
person for the purposes of the Community Facilities District.

Section 8. Upon recordation of a Notice of Special Tax Lien in accordance with
sections 53328.1(a)(4) and 53328.3 of the Act and section 3114.5 of the California
Streets and Highways Code, a continuing lien to secure each levy of the special tax will
attach to each parcel annexed to the Community Facilities District, and this lien will
continue in effect until the special-tax obligation is prepaid and permanently satisfied
and the lien is cancelled in accordance with law or until the City no longer levies the
special tax. The method of prepayment of the special-tax obligation, if any, will be as
set forth in the Unanimous Approval Agreement.

Section 9. The Council intends that the proposed special tax will be collected through
the regular secured property-tax bills for Sacramento County. The Council further
intends that the proposed special tax will be subject to the same enforcement
mechanism and the same penalties and interest for late payment as regular ad valorem
property taxes, although the Council reserves the right to use any other lawful means of
billing, collecting, and enforcing the special tax, including direct billing, supplemental
billing, and, when lawfully available, judicial foreclosure of the special-tax lien.

Section 10. As required by the Act, (a) the maximum authorized special tax for
financing the acquisition, installation, and improvement of the Authorized Improvements
that may be levied against any parcel used for private residential purposes (which use
begins when a certificate of occupancy or final inspection for private residential use is
issued) is specified as a dollar amount and may not increase by more than 2% each
year; (b) the special tax may not be levied against such a parcel after the last tax date
set forth in the Unanimous Approval Agreement; and (c) the special tax may not be
increased on such a parcel, as a consequence of delinquency or default by the owner of
any other parcel or parcels within the Community Facilities District, by more than 10%
or by the amount specified in the Unanimous Approval Agreement, whichever is less.

Section 11. in accordance with sections 53325.7 and 52238.1(a)(2) of the Act, the
Council intends to establish the appropriations limit (as defined by section 8(h) of Article
XIIIB of the California Constitution) for the Community Facilities District for the 2012-
2013 fiscal year and for subsequent fiscal years as the sum of the amounts stated as
the appropriations limit in each approved Unanimous Approval Agreement. The amount
contributing toward the appropriations limit of the Community Facilities District in each
Unanimous Approval Agreement will be subject to adjustment following the fiscal year in
which the Unanimous Approval Agreement is fully executed, as provided in section
53325.7 of the Act.

Section 12. At 6:00 p.m. on Tuesday, June 5, 2012, in the Council Chambers of New
City Hall at 915 | Street, Sacramento, California, the Council will hold a public hearing to
consider the establishment of the Community Facilities District, the designation of
Authorized Improvements, the specification of the Territory, and all other matters as set
forth in this resolution. At the public hearing, any persons interested may appear and
be heard, and the testimony of all interested persons for or against the establishment of
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the Community Facilities District, the specification of Authorized Improvements, the
extent of the Territory, the establishment of the appropriations limit, or any other matter
set forth in this resolution will be heard and considered.

Section 13. Any protests to the proposals in this resolution may be made orally or in
writing by any interested persons, except that any protests pertaining to the regularity or
sufficiency of these proceedings must be in writing and must clearly set forth the
irregularities and defects to which objection is made. The Council may waive any
irregularities in the form or content of any written protest and at the public hearing may
correct minor defects in the proceedings. Any written protest not personally presented
at the public hearing by the author of the protest must be filed with the Clerk at or before
the time fixed for the public hearing in order to be received and considered. Any written
protest may be withdrawn in writing at any time before the conclusion of the public
hearing.

Section 14. After the conclusion of the public hearing, if written protests by 50% or
more of the registered voters residing and registered within the Territory have been filed
and not withdrawn, or if written protests have been filed and not withdrawn by the
owners of one-half or more of the land area that is within the Territory and not exempt
from the special tax, then no further proceedings to form the Community Facilities
District may be undertaken for at least one year from the date of the Council’s
determination that a majority protest exists. If the majority protest is only against the
furnishing of a specified type or types of Authorized Improvements, or against levying a
specified special tax, or against any aspect of the issuance of debt, then only those
elements need be eliminated from the proceedings.

Section 15. The public hearing may be continued from time to time but must be
completed within 30 days. If, however, the Council finds that the complexity of the
Community Facilities District or the need for public participation requires additional time,
then the public hearing may be continued from time to time for a period not to exceed
six months.

Section 16. At the public hearing, the Council may modify this resolution by eliminating
any of the Authorized Improvements, by reducing the Territory, by reducing the authority
to incur indebtedness to be repaid by the special tax, or by making any other changes
that reduce the authorizations proposed by this resolution.

Section 17. At the conclusion of the public hearing, the Council may abandon these
proceedings or may, after passing upon all protests, determine to proceed with
establishing the Community Facilities District. If the Council determines to proceed with
establishment, then the election procedure will consist of the execution of Unanimous
Approval Agreements as provided in sections 53329.6 and 53355.5 of the Act.

Section 18. The City’s Sustainability Program Manager (the “Manager”) is hereby
directed to study the Community Facilities District and, at or before the time of the public
hearing, to cause to be prepared and filed with the Clerk a report that contains the
following: copies of Exhibits B and C to this resolution, a recommended form of
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Unanimous Approval Agreement, recommendations for appropriate procedures and
criteria for processing and evaluating applications for participation and inclusion in the
Community Facilities District from the owners of property within the Territory, and an
estimate of the related incidental expenses. The Clerk shall submit the report to the
Council for review and shall make it available for inspection by the public. In addition,
the Clerk shall make the report part of the record of the public hearing. The Manager
may retain consultants to prepare the report.

Section 19. The Clerk shall give notice of the time and place of the public hearing by

publishing a Notice of Public Hearing in the form required by the Act once in the DAILY
RECORDER, a newspaper of general circulation published in the area of the Community
Facilities District, in accordance with section 6061 of the California Government Code,
and publication must be completed at least seven days before the date of the hearing.

Section 20. This resolution takes effect when adopted.
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EXHIBIT B

COMMUNITY FACILITIES DISTRICT NO. 2012-01 (CLEAN ENERGY),
CITY OF SACRAMENTO,
COUNTY OF SACRAMENTO,
STATE OF CALIFORNIA

LIST OF AUTHORIZED IMPROVEMENTS

1. Energy-Efficiency Measures.
)  Air sealing and ventilation
) Airfiltration
C) Building envelope
)  Duct leakage and sealing
)  Bathroom, ceiling, attic, and whole-house fans
f) Insulation
g) Defect correction
(h)  Attic, floor, walls, roof, ducts
(i) Weather-stripping
() Sealing
(k) Geothermal exchange heat pumps
()] HVAC systems

(m)  Evaporative coolers (coolers must have a separate ducting system from
ducting for air-conditioning systems and heating systems)

)  Natural-gas-storage water heater
o) Tank-less water heater

)  Solar-water-heater system

) Reflective insulation or radiant barriers
r) Cool roof

s)  Windows and glass doors (U value of 0.40 or less and solar-heat-gain
coefficient of 0.40 or less)

(t) Window filming

(u)  Skylights

(V) Solar tubes

(w)  Additional building openings to provide addition natural light
(%) Lighting (fixture retrofits only)

(y) Pool equipment (circulating pumps, etc.)
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. Other Non-residential Building Measures.

(@)  Occupancy-sensor lighting fixtures

(b)  SMART parking-lot bi-level fixture

(c) SMART parking-garage bi-level fixtures

(d)  SMART pathway lighting

(e) SMART wall-pack fixtures

() Task ambient office lighting

g) Classroom lighting

h) Refrigerator case LED lighting with occupancy sensors
i) Wireless daylight-lighting controls

) Kitchen exhaust variable air-volume controls
k)  Wireless HVAC controls & fault detection

3. Photovoltaic and Solar-Thermal Equipment.

(a) Solar thermal hot-water systems

(b)  Solar thermal systems for pool heating
(c) Photovoltaic systems (electricity)

(d)  Emerging technologies

4. Water-Conservation Measures.

(@) Faucet aerators

(b)  Core-plumbing system

(c) Gray-water system

(d) Instantaneous hot-water heater
(e)  Recirculation hot-water system

() Demand initiated hot-water system
(9) Hot-water pipe insulation

(h) Irrigation-control system

(i) Irrigation system

() Rainwater cistern

k) Low-flow showerhead

) High-efficiency toilets

m) Demand water softener

n)  Whole-house water-manifold system

The following water-conservation measures are approved for non-residential
applications:

(o)  Cooling-condensate reuse

12 of 14



Cooling-tower conductivity controllers
Deionization

Filter upgrades

Foundation drain water
Industrial-process water-use reduction
Pre-rinse spray valves

Recycled water source

Urinals

Waterless urinals
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5. Custom Projects. The custom-projects track is a process by which the
Program Administrator can evaluate and approve funding for projects that are
not “off the shelf” Eligible Improvements (“Custom Projects”). Custom Projects
may involve large-scale industrial or commercial energy-efficiency
improvements; processing or industrial mechanical systems; and renewable
energy-generation from sources such as geothermal and fuel cells. The
measures in Sections 5(a) and 5(b) below are examples of Custom Projects that
will be considered for City Program funding:

(@)  Building energy-management controls

(b)  HVAC duct zoning-control systems

(c) Irrigation pumps and controls

(d)  Lighting controls

(e) Industrial- and process-equipment motors and controls
(f) Fuel cells

(9) Wind-turbine power system

(h) Natural gas

(i) Hydrogen fuel

() Other fuel sources (emerging technologies)

—
>
N—

Co-generation (heat and energy)

13 of 14



EXHIBIT C

COMMUNITY FACILITIES DISTRICT NO. 2012-01 (CLEAN ENERGY),
CITY OF SACRAMENTO,
COUNTY OF SACRAMENTO,
STATE OF CALIFORNIA

REPRESENTATIVE LISTING OF INCIDENTAL EXPENSES
AND FINANCING COSTS

The following incidental expenses may be incurred in the proposed legal proceedings to
establish and implement the Community Facilities District and will be payable from proceeds of
the financings or directly from the proceeds of the special tax:

= Fees and costs of special-tax consultants

= Costs of review, oversight, and administration by City staff

» Fees and costs of bond counsel and disclosure counsel

= Fees and costs of financial advisors

= Fees and costs of special-tax administrators

= Fees and costs of appraisers and market-absorption consultants

= Fees and costs of the initial bond-transfer agent and the fiscal agent, registrar, and paying
agent; and fees for rebate-calculation set up

= The cost of printing bonds and the cost of printing and mailing Preliminary Official
Statements and Official Statements

= The cost of publishing, mailing, and posting of notices
= Recording fees

= Underwriter’s discount

» Bond-reserve fund

= Capitalized interest

= Governmental notification and filing fees

= Credit-enhancement costs

» Rating-agency fees and costs

= Fees and costs for continuing-disclosure services

The expenses of certain recurring services pertaining to the Community Facilities District may
be included in each annual special-tax levy.

The foregoing enumeration is not exclusive. Other incidental expenses of a like nature may be
incurred from time to time with respect to the Community Facilities District, and those other
expenses will also be payable from proceeds of the financings or directly from the proceeds of
the special tax.
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