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REPORT TO LAW & 
LEGISLATION COMMITTEE 

City of Sacramento 
915 I Street, Sacramento, CA 95814-2671

 

 

 
Discussion 

December 4, 2012 

Honorable Members of the  
Law and Legislation Committee 
 
Title: Proposed Legislation Related to Utility Liens on Foreclosed Properties 

Location/Council District: Citywide 

Recommendation:  Consider proposed legislation related to utility liens on foreclosed 
properties and discussions with the League of California Cities, and other potential 
stakeholders, for inclusion in 2013-14 legislative platform. 

Contact:  Randi L. Knott, Intergovernmental Relations Officer, (916) 808-5771, City 
Manager’s Office 

Presenters:  Jamille Moens, Business Services Manager, (916) 808-5988, Utilities 
Department 

Department:  Utilities  

Division:  Business Services 

Description/Analysis 

Issue:  Under current law, foreclosure of a property terminates the utility liens of 
both municipalities and private utilities. In 2011, the City reported $3.6 million in 
Bad Debt expenses. In late 2012, the department began tracking the specific 
causes of the bad debt a believe foreclosures are responsible for a significant 
percentage. A change in current law has the potential to reduce revenue loss to 
the Utilities Department caused by foreclosures in the City.  

Policy Considerations: The banking industry, already hit hard by foreclosures, 
in addition to the California Chamber of Commerce and other business 
organizations, will be quick to oppose such a measure. The coordinated efforts of 
municipal utilities with the League of California Cities and other partners has the 
potential to make this a viable effort when coupled with a strong author in the 
Legislature. It should also be noted that foreclosures are trending down 
significantly and that should be part of the deliberations regarding pursuit of this 
change to current law. 

Environmental Considerations: N/A 

Sustainability Considerations: N/A 



 

Rationale for Recommendation: Staff has reviewed the proposal forwarded by 
Sacramento resident Rick Stevenson and concurs with his assertion that there may be 
an opportunity to recoup some of the revenue lost due to existing law. However, staff 
does not underestimate the challenge of securing passage of this proposed legislation 
and therefore recommends entering into discussions with the League of California Cities 
rather than pursuing the proposed legislation unilaterally. 

 

Financial Considerations: Changing existing law to allow utilities to be a 
“superior lien” ahead of banks and other lien holders has the potential to reduce 
revenue loss. However, it may be necessary to recommend a cap on the amount 
of the lien to reduce opposition by the banking industry and other interested 
parties. Mr. Stevenson has recommended a cap of $2,000 per foreclosed home 
in order to decrease opposition. While that amount may not equal the 
approximately millions lost by water, sewer and solid waste utilities due to 
foreclosure, it does have the potential to significantly reduce the loss. 

 

Emerging Small Business Development (ESBD):  N/A 
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TO: Sacnmento Mayor aud City Council 
FR.OM: Rick StemJioD (916) 4.S2·9716 
RE: U1iHty Liens 

Plopoled Leaisllltioll 

JuaelO, 

Under CUI'Ialt law, fonclosure of a pmperty extinpisbcs utility liens of muuieipalities 
and private utilities, leavi111 tbose bills ampaid and uncoJJectible for services that have 
beeD alrady dlllivm:d. 

1he City ofSaaamento JqiOI1S a ulility (water, aeww, solid waste,&) budget slatfal1 
of over four million dollan 1hia year for that reuoo alo.ae. 

Multiply tbia lituadon aroUDd the state and 1bc finandal impact on municipal utilities 
may well nm to huGdreds of millions of dollan •. 

Leaislation to dvmae tbe )BCedeace offimds realimd fi'om the sale offoJecloacd 
properties to ~a~uire utility liem be paid ftom those proceeds. This would make utility 
lical a 'Wperior lieD" in the mtllOer that pmperty taxes are presently. 

Pnenpjon 

Support c:a be expected ftom cities, COUDtie8, IIDd mmdcipel utiliCiei810DDd tbe 8llde. 

PuUiDa a cap on the amouat of IIIODeY flom each foreeloaed residential property, perbaps 
$2000 for example, miab1 prevent objections from banks mdtbc real estate iDdustry. 

This ism immediate way for the ll8le to facilitate lmndredl ofmilljmt of doUan of 
ftnlctiD& to local govei'DIIl8Dt8 without Ill)' tax or fee iDaeue. 

Thil propoul miaht be suitable for a state budaet trailu biU, which would give it 
i"'D''!diP'e impac-A on local pvct'DIDielrt cub flows. 



.. _ .. -·-· ---.-...·----·--·- ·- ·-· ·-·---·-·-

74S66 

BiD No . 

.. introduced,--

02122/12 12:03 PM 
RN 1J 29078 PAOB I 

LBGISLATIVB COUNSEL'S DIGEST 

General Subject; Cities: fi:es aud clwps: liens: priority. 

Existing law provides that specified taxes and assessments, including taxes 

collected upon roal property. declared to be liens on real property have priority over 

all other lieoa on the property, reprdless of the time of their creation. Bxistinalaw 

requirce these liens to be aiven priority over matters includiD& but not limited to, any 

recosNADcc, deed, judgment, debt, obligatiOD, or respouaibility with respect to which 

the subject real property may become charged or liable. 

Tbil bill would provide that any unpaid fee or chirp for the provision of services 

for stonn drain. solid waste, wastewater, or water sorvica provided by a city, or ch.lqed 

by a city for the provision of those services within tho city by a separate agency through 

a contract, is a first priority lien on that proporty. The bill would require that the lien 

be Jiven priority over matten. including, but not limited to, any rccopizance, deed, 

I 
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judgment, debt, obliption. or responsibility with respect to which that property may 

become charged or liable except as specified. 

Vote: ~ority. Appropriation: no. Fiscal committee: no. State-mandated local 

program: no. 
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THB PEOPLE Of THB STATE OF CAUFORNIA DO ENACT AS FOLLOWS: 

SECI10N 1. Chapter 14.5 (commencing with Section 39800) is added to Part 

2 of Division 3 ofTitle 4 of the Government Code, to read: 

CHAPTBlll4.S. l.JBNS ON PROPERTY 

39800. (a) Except as provided in subdiviaion (b), any unpaid fee or charp 

related to the provision of services for storm drajn, solid waste, wastewater, or water 

services provided by a city or charged by a city for the provjsion of the services within 

a city by a separate agency through a contract, shall, with regard to the property for 

which the services were provided, be a first priority lien on that property given priority 

over matters includina, but not limited to. any recognizance, deed, judgment, debt, 

obligation, or re.c;ponsibility with respect to which that property may become charged 

or liable. 

(b) This section shall not apply to subordinate any lien that was recorded prior 

to the effective date of this section. 

-0-
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.. Ill! .. tlliWICI DMIION 

Nownlblr15, 2011 

Ale* Steve~ 
1411 Blichwoad t... 
~CAH8Z2 

O..Mr .......... 

CITY OF SACRAMENTO 
CAUFORNIA 

I am wri11ng In ,..,._let ,._. NqUell for the Bad Debt ecpeflllllnaund by the De1*1rnent of Ullll­
for the.,.. ....... yen. Belaw ... tabla oanlelillng ... dllla but plalla .... nate that .... fDr 
201111c11 ~ 1a willa 1tr d •it. ,._.,...June ao. 2011 e. not :vet.,._ claled. 

8IIR 
water 
WlstltWiter 
SolldW-. 
O,.lnllp 

TOTAL 

AII::IIIY_.a. 
znt=­
W'PW 

1,477,7MJ11 
812,261.30 

1,.,948.90 
•e•.rn 

Fllmlv-2101D 
znr=­
"'A'WP 

1.068,091A2 
675,14&.63 

1.133,929.57 
4&2,422.95 

(EIIIItillllld) 
Fllcll y_, 2DU 

7/11ZmR­
fit!913ml 

1.,151,375.68 
759,997.46 

1,199,755.62 
552,555.51 

DntY•T"" 
3,697,263.17 
2.317.411.39 
4,023,634.09 
1,681,006.53 

wa ... pl1111d tD pnwlde U.lrtb'II'IIIIIDn to yau. If you have MY~ pleMe contact me 11t 
(918) 808 8885. 
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