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SENATE BILL NO 19
"An Act relating to road service area boundary changes.™

- MOVED CSSB 19(CRA) QUT OF COW TTEE

SENATE BI LL NO. 56

"An Act adopting the Muinicipal Property Assessed C ean Energy
Act; authorizing nunicipalities to establish progranms to inpose
assessments for energy inprovenents in regions designated by
muni ci palities; inposing fees; and providing for an effective
date."

- HEARD & HELD
PREVI QUS COW TTEE ACTI ON
BILL: SB 19

SHORT TITLE: BOUNDARI ES OF ROAD SERVI CE AREAS
SPONSOR(s): SENATOR(s) COGHI LL

01/ 21/ 15 (S) PREFI LE RELEASED 1/ 16/ 15

01/ 21/ 15 (S) READ THE FI RST TIME - REFERRALS
01/ 21/ 15 (S) CRA

03/ 05/ 15 (S) CRA AT 3:30 PM BELTZ 105 (TSBI dg)
03/ 05/ 15 (S) Heard & Hel d

03/ 05/ 15 (S) M NUTE( CRA)

03/ 12/ 15 (S) CRA AT 3:30 PM BELTZ 105 (TSBI dg)

SENATE CRA COW TTEE -1- March 12, 2015



BILL: SB 56
SHORT TI TLE: MUNI ENERGY | MPROVEMNT ASSESSMNTS/ BONDS
SPONSCR(s) : RULES BY REQUEST OF THE GOVERNOR

02/ 18/ 15 (S) READ THE FI RST TIME - REFERRALS
02/ 18/ 15 (S) CRA, FIN
03/ 12/ 15 (S) CRA AT 3:30 PM BELTZ 105 (TSBI dg)

W TNESS REG STER

RENNI EVA MOSS, St af f

Senat or John Coghi | |

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Revi ewed an anendnent to SB 19.

M CHAEL BREDLI E, Rural Services Manager

Fai r banks North Star Borough,

Fai r banks, Al aska

POSI TI ON STATEMENT: Testified in support of SB 19.

GENE THERRI AULT, Director

Energy Policy and Qutreach

Anchor age, Al aska

PCSI TI ON STATEMENT: Al aska Energy Authority (AEA), introduced SB
56.

EM LY FORD, Manager

Energy Policy and CQutreach

Al aska Energy Authority (AEA)

Anchor age, Al aska

POSI TI ON STATEMENT: Di scussed PACE financing and its benefits.

LUKE HOPKI NS, Mayor

North Star Borough

Fai r banks, Al aska

PCSI TI ON STATEMENT: Testified in support of SB 56.

ACTI ON NARRATI VE

3:30: 32 PM

CHAIR CLICK BISHOP called the Senate Community and Regional
Affairs Standing Conmttee neeting to order at 3:30 p.m Present
at the call to order were Senators Stednman, Egan, and Chair
Bi shop.
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SB 19- BOUNDARI ES OF ROAD SERVI CE AREAS

3:31:46 PM
CHAI R Bl SHOP announced the consideration of SB 19 and noted that
versi on Wwas adopted | ast week.

RENNI EVA MOSS, Staff, Senator John Coghill, advised that the
difference of opinion she nmentioned during the last hearing
about the meaning of AS 29.35.450(c)(3) is clarified in proposed
Amendnent 1.

SENATOR STEDVAN noved Anendnent 1, | abel ed 29-LS0326\ W 1.

29-LS0326\W 1
Shut s
3/ 10/ 15

AMENDMVENT 1

OFFERED | N THE SENATE
TG CSSB 19 ( ), Draft Version "W

Page 3, line 8, followng "area":
| nsert ";

(6) to a change in the boundaries of a road service
area to include a parcel that is partially located in the
road service area if roads maintained by the service area
provide the only access to the parcel”

CHAI R BI SHOP obj ected for discussion purposes.

M5. MOSS explained that the bill now does two things. First, if
a parcel is in tw separate service areas, the borough assenbly
can vote to place both sections of the parcel in one service
area. Second, if a parcel is in a road service area and the
honeowner has to use the roads in the service area to access
that parcel, the borough assenbly can put the entire parcel into
the service area. She noted that the owner of a $20,000 parcel
with a 1.89 mllage rate would pay an additional $38 in taxes.

3:34:19 PM
SENATOR HOFFMAN j oi ned the conmittee
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CHAIR BISHOP renmoved his objection and found no further
objection so Anendnent 1 was adopted. He opened public
testi nony.

3:35:11 PM

M CHAEL BREDLIE, Rural Services Manager, Fairbanks North Star
Borough, testified in support of SB 19. He explained that the
borough has 105 road service areas with dozens of parcels that
are either partially in a road service area or in twb separate
road service areas. Efforts to place a parcel in one road
service area under the existing statute have been unsuccessful
because no one from the service area turned out for the
el ection. This legislation will allow the borough to change the
boundari es w t hout borough approval .

SENATOR STEDVAN noved to report CSSB 19, [29-LS0326\W as
anended, from committee wth individual recomendations and
attached fiscal note(s).

CHAI R BI SHOP announced that w thout objection CSSB 19(CRA) was
reported fromthe Senate Conmunity and Regional Affairs Standing
Conmi ttee.

3:36:31 PM
At ease

SB 56- MUNI ENERGY | MPROVEMNT ASSESSMNTS/ BONDS

3:39: 32 PM
CHAIR BISHOP reconvened the neeting and announced the
consi deration of SB 56.

GENE THERRI AULT, Director, Energy Policy and Qutreach, Al aska
Energy Authority (AEA), provided sone background for SB 56. He
explained that in 2010 the legislature set a goal of increasing
statew de energy efficiency 15 percent by 2020, and AEA operates
a nunber of prograns that work toward that goal. One is the
commercial facility energy audit program Through that program
about 150 audits have been perfornmed and the few buil ding owners
that have used the information have achieved a 30 percent
reduction in their energy use. At this point AEA is trying to
figure out why nore owners aren't following through with the
i mprovenents suggested in the audit.

MR. THERRI AULT said that when he became interested in property

assess clean energy (PACE) financing for conmercial and
residential properties he learned that initial attenpts at this
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type of financing ran into difficulties wth the federa
secondary loan nmarket. They opposed including residentia
properties out of concern that the bank I|oan would becone
secondary to the PACE financing. There appears to be no
opposition to comercial properties and 31 or 32 states across
the country are beginning to take advantage of comrercial Pace
financing to do energy efficiency upgrades.

MR, THERRI AULT di scussed the inportance of providing a |evel of
uniformty in the statutes to enpower |[|ocal governnments to
initiate PACE financing. This wll make it easier for |enders to
figure out how to nove forward and help the state achieve the
goal s intended by PACE financing. He noted that SB 56 is nodel ed
on Texas legislation that provides protections for banks.

3:44:56 PM

EM LY FORD, Manager, Energy Policy and Qutreach, Al aska Energy
Aut hority (AEA), discussed PACE financing and its benefits.
These prograns allow property owners to finance qualifying
energy efficiency inprovenents through a voluntary assessnent on
their property tax bill. Participation is a local option for
muni ci palities and comercial property owners and nortgage
hol der consent is required before applications can be approved.

| mprovenents can include lighting upgrades, renewable energy,
conversion to natural gas, hi gh-efficiency boilers, and
addi ti onal energy efficiency inprovenents. The repaynent

obligation transfers with the sale of the property.

She explained that energy efficiency upgrades are financed with
capital secured by a primary lien on the property, |ower-
interest capital, and favorable repaynent terns that can be
raised fromthe private sector. Wth a |onger repaynent periods,
the building owner can realize imediate savings while repaying
the debt. Traditional |ending sources can be used and in Al aska
it provides consistency with the state energy goals.

Thirty one states have authorized PACE progranms after their
state legislature provided the authority for |ocal governnents
to establish and operate the program Minicipalities can create
the program and select the financing nodels and there are nany
national resources available to both governnments and consumers
including the U S. Departnent of Energy, PaceNow org, and C
Pace. com

M5. FORD explained that there are three potential PACE nodel s.

In the |ocal-governnent driven nodel either the property
assessnment office or a PACE office is used to interface wth
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comercial property owners and potential |enders. Minicipal bond
financing is available for inprovenent efforts. In the private-
sector driven nodel there is a third-party adm nistrator under
contract with the local government and private financing is
enphasi zed. In the hybrid nodel all potential funding sources
are available for use including bonds, revolving |oan funds, and
private capital. Smal | er governments can contract W th
conmuni ties or regional organizations to adm nister the program

M5. FORD discussed the provisions in SB 56. It is authorizing
legislation for the 24 local governnents that collect property
taxes to choose to create a PACE program and allow comrerci al
property owners to opt in.

She provided a sectional analysis for SB 56.

Section 1 anends Title 29 by adding a new chapter 49: Minicipa
Property Assessed C ean Energy Act.

AS 29.49.020 would allow property tax assessnents to be added
for financing of qualified projects on real property. The
i nprovenents nmay not be nmade to vacant lots or property
undergoi ng developrment at the tinme of the assessnent. The
financing may not be used to purchase tenporary products or
anyt hing not permanently fixed to real property.

AS 29.49.030 would require a witten contract between the |ocal
government and owner of record of the real property.

3:49: 08 PM
CHAIR Bl SHOP asked if a busi ness that nanufactures nodul ar hones

for a North Slope canp could qualify for financing under section
. 020.

MR. THERRI AULT replied the nmanufacturing facility itself could
take advantage of the financing, but not the product they
manuf act ur e.

M5. FORD continued the sectional analysis.

AS 29.49.040 says that a local government may enter into a
contract wth a property owner to inpose an assessnent.
Fi nanci ng can be provided by the nmunicipality or a third-party.
If third-party financing is used, the nmunicipality, third-party
financer and real property owner nust enter into a contract. The
assessment nmay cover sonme costs for the comrercial property

SENATE CRA COW TTEE - 6- March 12, 2015



owner, including permt and lenders fees, admnistration, and
proj ect devel opment and engi neering costs.

AS 29.49.050 states that the nunicipality's governing body may
designate one or nore areas wthin the nunicipality's
jurisdiction as a PACE-eligible region.

AS 29.49.060 defines the procedure to create the program If the
muni ci pality chooses to create a PACE program the governi ng body
first nust adopt a resolution of intent that: 1) shows that
providing the PACE program serves a valid public purpose; 2)
includes a statement the nmunicipality intends to nake PACE
available to property owners; 3) includes a description of
qualified projects; 4) describes the boundaries of the region; 5)
describes the available financing for qualified projects; 6)
descri bes the nunicipal debt servicing procedures if third-party
financing is used 7) describes how the public can access the
program report required by AS 29.29.070; and 8) identifies
public contacts regarding the <collection of the proposed
contractual assessnents. Second, the governing body nust hold a
public hearing with the opportunity for public coment. Finally,
the governing body nust adopt a resolution establishing the
program including terms consistent with the publicly-avail able
programreport required by AS 29.49.070.

3:51:11 PM

The program can only be anended by resolution. The nunicipality
may hire and set conpensation for an admnistrator, staff, or
contract for professional services andinpose fees to offset the
costs of adm nistering the program

AS 29.49.070 requires a publicly-available program report that
is available online and at nunicipal offices that includes: 1) a
map of the program regi on boundaries; 2) a form contract between
the nmunicipality and the property owner that specifies the terns
of the assessnent and any financing; 3) if appropriate a form
contract between the municipalities and the third-party financer
regarding the servicing of the debt through assessnents; 4) a
description of qualified projects; 5) a plan for ensuring
sufficient capital; 6) bonds information if appropriate about
the maxi num aggregate annual dollar amount for financing, a
met hod for ranking requests from property owners, and a nethod
for determning the interest rate and naxi num anount of an
assessnment; and 7) a nmethod for ensuring the repaynent period
does not exceed the useful life of the qualified project; 8) a
description of the application process and eligibility
requirenents; 9) a nmethod for ensuring qualified applicants can
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denmonstrate financial ability to fulfill financial obligations
and verify the applicant is the |egal owner of the property, is
current on nortgage and property taxes and is not insolvent or
in bankruptcy; 10) an explanation of the assessnent and
collection process; 11) an explanation of the |ender notice
requi renment provided by AS 29.40.080; 12) an explanation of the
review requirenment provided by AS 29.49.090; 12) a description
of the marketing and education services to be provided; 14) a
description of quality assurance and antifraud neasures; 15)
coll ection procedures; and 16) a requirenment for an appropriate
rati o between the assessnment and property val ue.

AS 29.49.080 requires notice to a nortgage hol der.

AS 29.49.090 requires a third-party baseline energy audit and
projected energy savings. Once the project is conplete, the
muni ci pality shall obtain third-party verification that the
proj ect was properly conpl eted and operating as intended.

AS 29.49.100 allows direct acquisition by the owner.

AS 29.49.110 states that the contractual assessnent nust be
noticed and filed in the real property records.

AS 29.49.210 states that <contractual assessnments and any
interest or penalties are primary liens on the property. The
exceptions are nunicipal tax liens and special assessnents.
These leans stay with the land and are not elimnated by
foreclosure. Penalties and interest nmay be added to delinquent
installments and nunicipalities nmay recover costs and expenses
to collect a delinquent installnment.

3:54:38 PM

AS 29.49.130 allows nmnunicipalities to contract wth another
governing body of another taxing unit to perform assessnents
collections. This is inmportant for small communities that may
not have the capacity to inplenment a PACE program

AS 29.49.140 allows nmunicipalities to issue bonds. They nmay not
be general obligations bonds and nust be secured by one or nore
of the following: paynents of the contractual assessnents;
muni ci pal reserves; nunicipal bond insurance; and any other
funds lawfully available for purposes consistent wth this
chapter.
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AS 29.49.150 allows for joint inplenentation. A conbination of
muni cipalities may join to inplenent the program or contract
with a third party.

AS 29.49.160 discusses prohibited acts. Permts, |icenses and
aut hori zations cannot be nmde contingent on a comerci al
bui | di ng entering a PACE program

AS 29.49.900 adds definitions.

AS 29.49.995 adds the short title.

Section 2 establishes an imedi ate effective date.
CHAI R BI SHOP stated he would hold SB 56 in committee.

3:56:12 PM
SENATOR EGAN asked M. Therriault if this legislation addresses
the concerns that financial institutions have voi ced.

MR. THERRI AULT advised that separating the residential and
commer ci al conponents has allowed the comercial PACE financing
to nmove forward. Concerns about residential PACE financing was
the basis of the Fanny Mae and Freddie Mac |awsuits in a nunber
of states and jurisdictions because they didn't want their
residential |oan to beconme secondary to the PACE financing. Most
states addressed the problem by separating the two and noving
forwmard with the commercial conponent. That has nade |enders
nore confortable, particularly if there's the requirenent that
t he nortgage holder give their consent before the property owner
can participate in the program

He noted that he began working with the banking association |ast

fall letting them know AEA was considering the concept and that
it would likely be patterned after the Texas nodel. He opined
that the banks will be watching to see that the protection stays

in the | egislation.

SENATOR HOFFMAN asked how the program will be inplenmented when
there's a zero fiscal note.

MR. THERRI AULT explained that the inplenmentation and operation
of the program is a local option and the nunicipalities are
allowed to charge fees to cover the costs.

M5. FORD highlighted that the costs of the audit and third-party
review do not have to be borne by the municipality.
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4:00: 26 PM

LUKE HOPKINS, Mayor, Fairbanks North Star Borough, Fairbanks,
Al aska, noted that he submtted witten testinony in support of
SB 56. He stated that the option of having the owners of
commercial properties use PACE financing for energy inprovenents
and conversions is well worthwhile and the process is well laid
out .

CHAI R BI SHOP cl osed public testinony.

4:04: 08 PM
At ease

4:04:21 PM

MR.  THERRI AULT highlighted that this wuld apply to any
muni ci pality that has property tax powers. He noted that it has
special neaning for Fairbanks because the hope there is to
convert as much of the conmmunity as possible from fuel oil to
natural gas. That qualifies as an energy efficient step and is a
tool that would be applicabl e statew de.

CHAIR Bl SHOP held SB 56 in commttee for further consideration.

4:06: 01 PM

There being no further business to conme before the committee
Chair Bi shop adjourned the Senate Community and Regional Affairs
Standing Commttee neeting at 4:06 p. m
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