REPORT TO LAW &
LEGISLATION COMMITTEE
City of Sacramento
915 | 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
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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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