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From: Sen. Anna MacKinnon

To: Senate Finance Committee
Subject: FW: HB 118 - PACE Legislation

Date: Friday, April 15, 2016 11:21:43 AM
Attachments: 2015-10-09 12-10-53.png

From: Sam Steele [mailto:samsteele@ak.net]

Sent: Friday, April 15, 2016 11:17 AM

To: Sen. Pete Kelly <Sen.Pete.Kelly@akleg.gov>; Sen. Mike Dunleavy
<Sen.Mike.Dunleavy@akleg.gov>; Sen. Peter Micciche <Sen.Peter.Micciche@akleg.gov>; Sen.
Lyman Hoffman <Sen.Lyman.Hoffman@akleg.gov>; Sen. Click Bishop <Sen.Click.Bishop@akleg.gov>;
Sen. Donny Olson <Sen.Donny.Olson@akleg.gov>; Sen. Anna MacKinnon
<Sen.Anna.MacKinnon@akleg.gov>

Subject: HB 118 - PACE Legislation

Dear Members of Senate Finance Committee,

I would like offer my support behind the PACE ( Property Assessed Clean Energy Act)
legislation bill.

After hearing from the Alaska Energy Authority last week at a meeting here at our firm, I
wholeheartedly believe that this is a great tool for our statewide businesses and municipalities
to embrace and implement energy conservation measures in its various forms.

I hope and encourage you that your vote to be in favor of HB 118.

Sincerely,

Sam

Sam Steele

Jack White Commercial
3801 Centerpoint Drive Suite 101
Anchorage, AK 99503

Cell: 907.240.9489
Direct: 907.762.7565
Fax: 907.762.1838

samsteele@ak.net




“The single biggest problem in communication is the illusion it has taken place”
- George Bernard Shaw

CONFIDENTIALITY NOTICE
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distribution or copying of this information is strictly prohibited. If you have received this
transmission in error, please notify us immediately by return e-mail and delete this message
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CS House Bill 118 Fin version P - Muni Energy Improvement Assessments/Bonds
DETAILED SECTI L ANALYSIS

Section 1: Amends existing AS 29.10.200 to add PACE financing to the list of items that Home Rule
municipalities are allowed engage in.

Section2:  Amends AS 29.35.200(b) to add PACE financing to the list of items that first class boroughs
are allowed to engage in on an areawide basis.

Section 3: Amends AS 29.35.210(a) to add PACE financing to the list of items that second class
boroughs are allowed to engage in on a non-areawide basis.

Section 4: Amends AS 29.35.210(b) to add PACE financing to the list of items that second class
boroughs are allowed to engage in on an area wide basis.

Section 5: Amends AS 29 by adding a new chapter 48. Municipal Assessed Clean Energy Act and adds:

J Sec 29.29.010, Exercise of Powers, which allows municipalities to exercise powers under
AS 29.40.060 (Judicial Review).

o Sec 29.49.020 Authorized Assessments, allowing for an assessment to be imposed to repay
the financing of qualified projects on real property in the municipality or local government
that adopts this program. Qualified projects do not include undeveloped lots or lots
undergoing development at the time of assessment or the purchase of products or devises
that are not a permanent part of the property.

o Sec. 29.49.030, Written Contract for Assessment Required, requires a written contract
between the municipality and record owner of the real property before the PACE
mechanism can be utilized.

° Sec. 29.49.040 Establishment of Program, authorizes municipalities to choose to establish a
property assessed clean energy (PACE) program that would require a written contract with
arecord owner of real property. The financing for the PACE mechanism may be provided
by a third party, or if authorized by the program, by a municipality. Repayment of third-
party or municipal financing must be assured through a written contract with the property
owner to finance the qualified project through a voluntary property tax assessment.

The financing may include project costs, materials, labor, permit fees, inspection fees,
lender’s fees, program application and administrative fees, project development and
engineering fees, third-party review fees, including verification review fees under AS




CS House Bill 118 CRA Sectional Analysis

29.49.090 and any other fees that may be incurred by the property owner relating to the
installation, modification, or improvement, as determined by the municipality.

Sec. 29.49.050 Applicability of Program, allows municipalities to implement PACE on an
area wide or non areawide basis if they choose to participate in the program. Designated
areas within a municipality may include the entire municipality or more than one region,
but each must be located wholly within the municipality’s jurisdiction.

Sec. 29.49.060 Procedure for Establishment of Program, defines the necessary actions for a
municipality to establish a property assessed clean energy finance program. These are:

o Adopt a resolution of intent that includes:

. a finding that financing of qualified projects through contractual assessments
is a valid public purpose;

. a statement that the municipality intends to make contractual assessments to
repay financing for qualified projects available to property owners;

= a description of the types of qualified projects;

= a description of the program boundaries;

= a description of any proposed arrangements for third-party financing or
municipal financing;

. a description of the municipal debt servicing procedures if third-party
financing is provided and assessments collected to service the third-party
debt;

. reference on the proposed program required by AS 29.49.010 and identifying
where the report is available to the public;

- identifying the time and place for a public hearing;

. identifying the local official and assessor-collector for the proposed
contractual assessments with property taxes imposed on the assessed
property;

o Hold a hearing where the public has the opportunity to provide comment, including

on the report required in AS 29.49.070;

o Adopt an ordinance establishing and defining the terms of the program, including:
. each item included in the report under AS 29.49.070;
o A municipality may hire a program administrator and program staff or contract for

professional services to administer the program;

o Fees may be assessed as an application fee, a component of the interest rate or a
combination of both.

Sec. 29.49.070 Report Regarding Assessment, defines the requirements of the
municipality’s publicly-available report on the program, as required by AS 29.49.060. The
report must include:

o A map showing the proposed program boundaries;
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————

A form contract between the municipality and property owner that specifies the
terms of the assessment and either the third-party or municipal financing;

A form contract, if third-party financing is used, that must be included regarding the
servicing of the debt through assessments;

A description of projects that qualify and a plan for ensuring sufficient capital for
third-party financing;

If municipal revenue bond financing is proposed:

" a plan for raising capital for municipal financing;

. a maximum aggregate annual dollar amount for financing to be provided by
the municipality;

. the method for ranking requests from property owners if requests will likely

exceed the available municipal funding, and the method for determining the
interest rate and maximum amount of an assessment;

A method for ensuring that the repayment schedule does not exceed the useful life
of the qualified project;

A description of the application process and eligibility requirements;

A method to ensure that property owners have the capacity to participate and repay
the financing obligations;

A Statement describing the voluntary assessment and collection process;

A statement describing the lender notice requirement of AS 29.49.080;

A statement explaining the review requirement provided by AS 29.49.090;

A description of marketing and educational services to be provided;

A description of quality assurance and antifraud measures;

Collection procedures;

The method for ensuring the demonstration of financial ability must be based on
appropriate underwriting factors, including verification that the property owner is
the legal owner of the property, current on mortgage and property tax payments
and is not insolvent or in bankruptcy proceedings. An appropriate ratio of the

assessment to the assessed value of the property must be maintained;

The municipality shall make the report publicly available online and at the primary
governing office of the municipality.

3
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Sec. 29.49.080, Notice to Mortgage Holder Required for Participation, sets a series of

requirements for the municipality before it may enter into a written contract with a record

owner of real property:

0 The holder of any mortgage lien on the property must be given written notice within
30 days before the contract is executed;

o And a written consent from the mortgage lien holder must be obtained.

Sec. 29.49.090, Review Required, requires a third-party review of baseline energy
conditions in a proposed qualified project and the projected energy savings. After project
completion the municipality must obtain a third-party verification that the project was
properly completed and is operating as intended.

Sec. 29.49.100, Direct Acquisition by Owner, the proposed financing arrangements for a
qualified project may authorize the property owner to directly purchase necessary
equipment and materials, contract directly-including through lease- power purchase
agreement or other service contract for the installation or modification of a qualified
project.

Sec. 49.110, Recording of Notice for Contractual Assessment Required, requires a
municipality that authorizes financing through contractual assessments to file written
notice of each contractual assessment in the real property records of the recording district
in which the property is located. This notice must contain the amount of the assessment,
legal description of the property, name of each property owner and a reference to the
statutory assessment lien.

Sec. 29.49.120, Lien, states that contractual assessments as part of this program and any

interest and penalties are liens on the assessed property and are prior and paramount to all

liens except municipal tax liens and special assessments. Contractual assessment liens may

be enforced as provided by AS 29.45.320- 29.45.470.

0 Contractual assessment liens are attached with the land and foreclosure of a
property tax lien does not eliminate outstanding assessments.

o Penalties and interest may be added to delinquent installments of the assessments,
consistent with AS 29.45.250.

o} A municipality may recover costs and expenses, including attorney fees, if a suit is
filed to recover delinquent installment of assessments, consistent with the
delinquent property tax suit process.

Sec. 29.49.130, Collection of Assessments, states that the governing body of a municipality
may contract with the governing body of another taxing unit to collect assessments as
outlined under this chapter.
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o Sec. 29.49.140, Bonds or Notes, authorizes a municipality to issue bonds or notes to finance
qualified projects. Bonds for this purpose MAY NOT be general obligation bonds of the
municipality.

o Bonds issued under this section must be secured by one or more of the following:
" payments of contractual assessments on benefited property in one or more
specified regions
= reserves established by the municipality from grants, bonds or net proceeds
or lawfully available funds
= municipal bond insurance, lines of credit, public or private guaranties,

standby bond purchase agreements, collateral assignments, mortgages or
any other available means of providing credit support or liquidity, and
. any other funds lawfully available for purposes consistent with this chapter.

o The governing body of the municipality must include this information in a
resolution approving the bonds or notes.

o The municipality’s contractual rights in connection with the issuance of bonds or
notes is a first lien on the property, without further action by the municipality. The
lien is valid and binding against any other person, with or without notice.

o} Bonds or notes issues under this chapter further an essential public and
governmental purpose, including the:
L] Improvement of the reliability of local electrical systems
. Reduction of energy costs
. Reduction of energy demand on local utilities
= Economic stimulation and development
. Enhancement of property values, and
. Enhancement of employment opportunities.
o Sec. 29.49.150, Joint Implementation, any combination of municipalities may agree to

jointly implement or administer a program under this chapter, or contract with a third-
party. If two or more municipalities jointly administer the program, a public hearing is to
be held by the cooperating municipalities sufficient to satisfy the requirements of AS
29.49.060.

° Sec. 29.49.160, Prohibited Acts, states that participation in the program must be
voluntary. A municipality that establishes a region under this chapter may not require a
real property owner in that region to participate in the assessment program outlined in
this chapter in order to issue a permit, license or other municipal authorization, or
otherwise compel a property owner in the region to enter into a written contract to repay
the financing of a qualified project through contractual assessments.

o Sec. 29.49.890, Allows the proposed PACE provisions to be available to home rule and
general law municipalities.
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. Sec. 29.49.900, Definitions for terminology included in the chapter.

. Sec. 29.49.995, Short Title, indicates this chapter may be cited as the Municipal Property
Assesse Clean Energy Act.

Section 5: Sets an immediate effective date.
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EXPLANATION OF CHANGES
House Bill 118
An Act adopting the Municipal Property Assessed Clean Energy Act
CS HB 118 (CRA) version E to CS HB 118 (FIN) version P

No change

No change

New section allowing second class boroughs to authorize PACE financing
under non areawide powers

Renumbered section with no change

Renumbered section with the following changes:

Page 3, line 17
Modifies language to allow PACE financing to be implemented within a
region of a municipality determined by the municipality through a public
process.

Page 3, lines 30 - 31
Modifies language to allow PACE financing to be implemented within a
region of a municipality determined by the municipality through a public
process.

Page 4, line 24 through Page 5, line 3
Replaces proposed AS 29.49.050 with language that allows a
municipality wishing to authorize PACE financing to do so by designating
an area of the municipality as a region for the program. The area
designated may include the entire municipality, a single subset, or
subsets of the municipality. However, the entire PACE program must be
contained within the boundary of the municipality.

Page 5, line 15
Requires a municipality proposing to implement PACE financing to
provide a description of the boundaries for the proposed program.

Re-letter the remaining subsections of AS 29.49.060 with no change.
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Page 6, line 17
Requires that a map of the proposed PACE financing program boundary
be included in the mandatory report that must be made available to the
public before a PACE program can be initiated.

Renumber the remaining subsections of proposed AS 29.49.070 with no
change

Page 10, lines 9 — 10
Adds language to acknowledge that PACE assessment payments may
come in from regions within the municipality.

Page 11, line 7, Page 11, line 10 and Page 11, line 13
Clarifies that the prohibited acts established in proposed AS 29.49.160
will apply to a PACE financing program whether it is offered in a portion
of the municipality or the entire municipality.
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CS FOR HOUSE BILL NO. 118(FIN)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-NINTH LEGISLATURE - SECOND SESSION
BY THE HOUSE FINANCE COMMITTEE

Offered:
Referred:

Sponsor(s): HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

A BILL
FOR AN ACT ENTITLED
"An Act adopting the Municipal Property Assessed Clean Energy Act; authorizing
municipalities to establish programs to impose assessments for energy improvements in
regions designated by municipalities; imposing fees; and providing for an effective

date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 29.10.200 is amended by adding a new paragraph to read:
(65) AS 29.49 (energy improvement assessment programs).
* Sec. 2. AS 29.35.200(b) is amended to read:
(b) A first class borough may by ordinance exercise the following powers on
an areawide basis:
(1) provide transportation systems;
(2) provide water pollution control;
(3) provide air pollution control in accordance with AS 46.14.400;

(4) license day care facilities;

-1- CSHB 118(FIN)
New Text Underlined [DELETED TEXT BRACKETED]




O 0 N N W B W —

et - T o N S S O o S S o I N I e T e T e N Sy GH G
— O WO 00 N L R W NN = O W e )N R W N — o

WORK DRAFT WORK DRAFT 29-GHI1021\P

(5) license, impound, and dispose of animals;

(6) establish an energy improvement assessment program under

AS 29.49.

* Sec. 3. AS 29.35.210(a) is amended to read:

(a) A second class borough may by ordinance exercise the following powers
on a nonareawide basis:

(1) provide transportation systems;

(2) regulate the offering for sale, exposure for sale, sale, use, or
explosion of fireworks;

(3) license, impound, and dispose of animals;

(4) subject to AS 29.35.050, provide garbage, solid waste, and septic
waste collection and disposal;

(5) provide air pollution control under AS 46.14.400;

(6) provide water pollution control;

(7)  participate in federal or state loan programs for housing
rehabilitation and improvement for energy conservation;

(8) provide for economic development;

(9) provide for the acquisition and construction of local service roads
and trails under AS 19.30.111 - 19.30.251;

(10) establish an emergency services communications center under
AS 29.35.130;

(11) subject to AS 28.01.010, regulate the licensing and operation of
motor vehicles and operators;

(12) engage in activities authorized under AS 29.47.460;

(13) contain, clean up, or prevent a release or threatened release of oil
or a hazardous substance, and exercise a power granted to a municipality under
AS 46.04, AS 46.08, or AS 46.09; the borough shall exercise its authority under this
paragraph in a manner that is consistent with a regional master plan prepared by the
Department of Environmental Conservation under AS 46.04.210;

(14) establish an energy improvement assessment program under

AS 29.49.

CSHB 118(FIN) 2-

New Text Underlined [DELETED TEXT BRACKETED]




OO0 ] Oy i B R

W W NN N NN N NN NN e e b e e e el e ek e
== - - T B S e N B i O == I = TR - BT [ o N O S ~S G T N T

WORK DRAFT

* Sec. 4. AS

WORK DRAFT

29.35.210(b) is amended to read:

29-GH1021\P

(b) A second class borough may by ordinance exercise the following powers
on an areawide basis:
(1) provide transportation systems;
(2) license, impound, and dispose of animals;
(3) provide air pollution control under AS 46.14.400;
(4) provide water pollution control;
(5) license day care facilities;

(6) establish an energy improvement assessment program under

AS 29.49.

* Sec. 5. AS 29 is amended by adding a new chapter to read:

Chapter 49. Municipal Property Assessed Clean Energy Act.

Sec. 29.49.010. Exercise of powers. A municipality that establishes a program
under AS 29.49.060 may exercise powers granted under this chapter.

Sec. 29.49.020. Authorized assessments. (a) A municipality may impose an
assessment under this chapter to repay the financing of qualified projects on real
property located in a region designated under this chapter.

(b) An assessment under this chapter may not be imposed to repay the
financing of

(1) facilities for undeveloped lots or lots undergoing development at
the time of the assessment; or

(2) the purchase or installation of products or devices not permanently
fixed to real property.

Sec. 29.49.030. Written contract for assessment required. A municipality
may impose an assessment under this chapter only under a written contract with the
record owner of the real property assessed.

Sec. 29.49.040. Establishment of program. (a) The governing body of a
municipality may establish a program under this chapter.

(b) A municipality that establishes a program under this chapter may enter into
a written contract with a record owner of real property in a region designated under

this chapter to impose an assessment to repay the financing of a qualified project on

Bs CSHB 118(FIN)
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property of the owner. The financing repaid through assessments may be provided by
a third party or, if authorized by municipal ordinance, by the municipality.

(c) If a program provides for third-party financing, when a municipality enters
into a contract under (b) of this section, the municipality shall enter into a written
contract with the third party providing for the municipality to service the debt through
assessments.

(d) Ifa program provides for municipal financing, the municipality shall enter
into a written contract with the record owner of the real property to finance the
qualified project through assessments.

(e) The financing for which assessments are imposed may be for costs of the
project, including

(1) the cost of materials and labor necessary for installation or
modification of a qualified improvement;

(2) permit fees;

(3) inspection fees;

(4) lender's fees;

(5) program application and administrative fees;

(6) project development and engineering fees;

(7) third-party review fees, including verification review fees, under
AS 29.49.090; and

(8) any other fees or costs that may be incurred by the property owner
incident to the installation, modification, or improvement on a specific or pro rata
basis, as determined by the municipality.

Sec. 29.49.050. Designation of region. (a) The governing body of a
municipality may designate an area of the municipality as a region where a record
owner of real property in the region may enter into a written contract to impose an
assessment to repay the financing of a qualified project by the owner on the owner's
property and, if authorized by the municipality program, finance the qualified project.

(b) An area designated as a region by the governing body of a municipality
under this section

(1) may include the entire municipality; and

CSHB 118(FIN) 4-
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(2) must be located wholly within the municipality's jurisdiction.

(¢) A municipality may designate more than one region. If multiple regions
are designated, the regions may be separate, overlapping, or coterminous.

Sec. 29.49.060. Procedure for establishment of program. (a) To establish a
program under this chapter, the governing body of a municipality shall take the
following actions in the following order:

(1) adopt a resolution of intent that includes

(A) a finding that financing qualified projects through
contractual assessments serves a valid public purpose;

(B) a statement that the municipality intends to allow property
owners to make contractual assessments to repay financing for qualified
projects;

(C) a description of qualified projects that may be subject to
contractual assessments;

(D) a description of the boundaries of the region;

(E) a description of any proposed arrangements to make third-
party financing available or any financing the municipality will provide for
qualified projects;

(F) a description of municipal debt servicing procedures for
any third-party financing and assessments;

(G) a notice of the report on the proposed program required
under AS 29.49.070 and the location where the report is available for public
inspection;

(H) the time and place for a public hearing on the proposed
program; and

(I) the name of the local official who administers the program
and the appropriate assessor or person who collects the proposed contractual
assessments with property taxes imposed on the assessed property;

(2) hold a public hearing at which the public may comment on the
proposed program and the report prepared under AS 29.49.070; and

(3) adopt an ordinance establishing the program and the terms of the

-5- CSHB 118(FIN)
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program, including each item included in the report required under AS 29.49.070,
which may be incorporated by reference.
(b) A municipality may

(1) hire and set the compensation of a program administrator and
program staff; or

(2) contract for professional services necessary to administer a
program.

(¢) A municipality may impose fees to offset the costs of administering a
program. The fees authorized under this subsection may be assessed as a

(1) program application fee paid by the property owner applying to the
program;

(2) component of the interest rate on the assessment in the written
contract between the municipality and the property owner; or

(3) combination of (1) and (2) of this subsection.

Sec. 29.49.070. Report regarding assessment program. (a) The report for a
proposed program required by AS 29.49.060 must include

(1) a map showing the boundaries of the proposed region;

(2) a form for a contract between the municipality and the property
owner specifying the terms of

(A) assessment under the program; and
(B) financing provided by a third party or the municipality, as
appropriate;

(3) if the proposed program provides for third-party financing, a form
for a contract between the municipality and the third party regarding the servicing of
the debt through assessments;

(4) a description of projects that may qualify for contractual
assessments;

(5) a plan for ensuring sufficient capital for third-party financing and,
if appropriate, raising capital for municipal financing for qualified projects;

(6) if bonds will be issued to provide capital to finance qualified

projects as part of the program as provided by AS 29.49.140,

CSHB 118(FIN) -6-
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(A) a maximum aggregate annual dollar amount for municipal
financing repaid by contractual assessments under the program;

(B) if requests appear likely to exceed the authorization
amount, a priority order for ranking a property owner's application for
financing repaid by contractual assessments; and

(C) a formula for calculating

(i) the interest rate and period during which contracting
owners would pay an assessment; and
(ii) the maximum amount of an assessment;

(7) a method for ensuring that the period of the contractual assessment
does not exceed the useful life of the qualified project that is the basis for the
assessment;

(8) a description of the application process and eligibility requirements
for financing of qualified projects repaid by contractual assessments under the
program;

(9) a method under (b) of this section for a property owner applying to
participate in the program to demonstrate the property owner's ability to fulfill
financial obligations repaid by contractual assessments;

(10) a statement explaining the manner in which property will be
assessed and assessments will be collected;

(11) a statement explaining the lender notice requirement under
AS 29.49.080;

(12) a statement explaining the review requirement under
AS 29.49.090;

(13) a description of marketing and participant education services to be
provided for the program;

(14) a description of quality assurance and antifraud measures to be
instituted for the program; and

(15)  the procedures for collecting the proposed contractual
assessments.

(b) The municipality shall establish a method by which a property owner shall

-7- CSHB 118(FIN)
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demonstrate financial ability based on appropriate underwriting factors, including
(1) wverification that the property owner applying to participate in the
program is
(A) the legal owner of the benefited property;
(B) current on mortgage and property tax payments; and
(C) not insolvent or in bankruptcy proceedings; and
(2) an appropriate ratio between the amount of the assessment and the
assessed value of the property.
(¢) The municipality shall make the report available for public inspection
(1) on the Internet website of the municipality; and
(2) at the primary governing offices of the municipality.

Sec. 29.49.080. Notice to mortgage holder required for participation.
Before a municipality may enter into a written contract with a record owner of real
property to impose an assessment to repay the financing of a qualified project under
this chapter, the property owner shall

(1) give the holder of a mortgage lien on the property at least 30 days'
written notice of the intention of the property owner to participate in a program under
this chapter before the written contract for assessment between the owner and the
municipality is executed; and

(2) obtain a written consent from the holder of a mortgage lien on the
property.

Sec. 29.49.090. Review required. (a) A program established under this
chapter must require a review of the energy baseline conditions for each proposed
qualified project and the projected energy savings to establish the projected energy
savings.

(b) After a qualified project is completed, the municipality shall obtain
verification that the qualified project was properly completed and is operating as
intended.

(¢) An independent third party must conduct both a baseline energy review
and a verification review under this section.

Sec. 29.49.100. Direct acquisition by owner. The proposed arrangements for

CSHB 118(FIN) -8-
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financing a qualified project may authorize the property owner to

(1) purchase directly the related equipment and materials for the
installation or modification of a qualified improvement; and

(2)  contract directly, including through lease, power purchase
agreement, or other service contract, for the installation or modification of a qualified
improvement.

Sec. 29.49.110. Recording of notice of contractual assessment. (a) A
municipality that authorizes financing through contractual assessments under this
chapter shall file written notice of each contractual assessment in the real property
records of the recording district in which the property is located.

(b) The notice under (a) of this section must contain

(1) the amount of the assessment;

(2) the legal description of the property;

(3) the name of each property owner; and

(4) a reference to the statutory assessment lien provided under this
chapter.

Sec. 29.49.120. Lien. (a) Contractual assessments under this chapter and any
interest or penalties on the assessments are liens on the property assessed and are prior
and paramount to all liens except municipal tax liens and special assessments.
Contractual assessment liens may be enforced as provided in AS 29.45.320 -
29.45.470 for enforcement of property tax liens.

(b) Contractual assessment liens run with the land, and that portion of the
assessment under the assessment contract that has not yet become due is not
eliminated by foreclosure of a property tax lien.

(c) Penalties and interest may be added to delinquent installments of the
assessments in the same manner as provided in AS 29.45.250.

(d) A municipality may recover costs and expenses, including attorney fees, in
a suit to collect a delinquent installment of an assessment in the same manner as in a
suit to collect a delinquent property tax.

Sec. 29.49.130. Collection of assessments. The governing body of a

municipality may contract with the governing body of another taxing unit to perform

9. CSHB 118(FIN)
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the duties of the municipality relating to collection of assessments imposed by the
municipality under this chapter.

Sec. 29.49.140. Bonds or notes. (a) A municipality may issue bonds or notes
to finance qualified projects through contractual assessment under this chapter.

(b) Bonds or notes issued under this section may not be general obligations of
the municipality. The bonds or notes must be secured by one or more of the following,
as provided by the governing body of the municipality in the resolution or ordinance
approving the bonds or notes:

(1) payments of contractual assessments on benefited property in one
or more specified regions designated under this chapter;

(2) reserves established by the municipality from grants, bonds, or net
proceeds or other lawfully available funds;

(3) municipal bond insurance, lines of credit, public or private
guaranties, standby bond purchase agreements, collateral assignments, mortgages, or
any other available means of providing credit support or liquidity; and

(4) any other funds lawfully available for purposes consistent with this
chapter.

(c) A municipal pledge of assessments, funds, or contractual rights in
connection with the issuance of bonds or notes by the municipality under this chapter
is a first lien on the assessments, funds, or contractual rights pledged in favor of the
person to whom the pledge is given, without further action by the municipality. The
lien is valid and binding against any other person, with or without notice.

(d) Bonds or notes issued under this chapter further an essential public and
governmental purpose, including

(1) improvement of the reliability of local electrical systems;

(2) reduction of energy costs;

(3) reduction of energy demand on local utilities;

(4) economic stimulation and development;

(5) enhancement of property values; and

(6) enhancement of employment opportunities.

Sec. 29.49.150. Joint implementation. (a) Any combination of municipalities

CSHB 118(FIN) -10-
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may agree to jointly implement or administer a program under this chapter.

(b) If two or more municipalities jointly implement a program, a single public
hearing held jointly by the cooperating municipalities is sufficient to satisfy the
requirement of AS 29.49.060(a)(2).

(¢) One or more municipalities may contract with a third party, including
another municipality, to administer a program.

Sec. 29.49.160. Prohibited acts. A municipality that establishes a region under
this chapter may not

(1) make the issuance of a permit, license, or other authorization from
the municipality to a person who owns property in the region contingent on the person
entering into a written contract to repay the financing of a qualified project through
contractual assessments under this chapter; or

(2) otherwise compel a person who owns property in the region to
enter into a written contract to repay the financing of a qualified project through
contractual assessments under this chapter.

Sec. 29.49.890. Application of chapter. This chapter applies to home rule and
general law municipalities.

Sec. 29.49.900. Definitions. In this chapter,

(1) "program" means a program established under this chapter;

(2) "qualified improvement" means a permanent improvement fixed to
real property and intended to decrease energy consumption or demand, including a
product, device, or interacting group of products or devices that uses energy
technology to generate electricity, provide thermal energy, or regulate temperature;

(3) "qualified project" means the installation or modification of a
qualified improvement;

(4) "real property" means privately owned commercial or industrial
real property;

(5) "region" means a region designated under this chapter.

Sec. 29.49.995. Short title. This chapter may be cited as the Municipal
Property Assessed Clean Energy Act.

* Sec. 6. This Act takes effect immediately under AS 01.10.070(c).

-11- CSHB 118(FIN)
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LEGAL SERVICES

DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY

(907) 465-3867 or 465-2450 STATE OF ALASKA State Capitol
FAX (907) 465-2029 Juneau, Alaska 99801-1182
Mail Stop 3101 Deliveries to: 129 6th St., Rm. 329
MEMORANDUM April 2, 2015
SUBJECT: Amendments regarding areawide v. nonareawide power

(CSHB 118(CRA); Work Order No. 29-GH1021\E)

TO: Representative Cathy Tilton
Chair of the House Community and Regional Affairs Committee
Attn: Heath Hilyard

FROM: Susie L. Shutts
Legislative Counsel

Enclosed is the Community and Regional Affairs Committee Substitute for HB 118 that
you requested.

I want to bring to your attention that the amendments incorporated into CSHB 118(CRA)
that were adopted by the committee conflict.

Amendment H.1 adds establishment of an energy improvement assessment program
under AS 29.49 to the list of powers that a first class borough and second class borough
may exercise on an areawide basis.

The second amendment amends AS 29.49.050 so that a borough may establish a program
under AS 29.49 on an areawide basis only. But the second amendment also provides that
a city within a borough can opt out or opt back into a program established in the borough
under AS 29.49, permits a city to establish a program under AS 29.49, which must be
applied on a citywide basis, and states that if a borough establishes a program under
AS 29.49 after a city within the borough establishes a program under AS 29.49, then the
borough succeeds to all rights, powers, duties, assets, and liabilities of the city existing
under the city's program.

If a city "opts out" of a program that is established by a borough on an areawide basis,
then the borough will only be exercising its authority to establish a program on a
nonareawide basis. "Nonareawide" means "throughout the area of a borough outside all
cities in the borough."! A power that is exercised by a borough on a nonareawide basis is
exercised throughout the borough, except for within cities that are within the borough.
"Areawide" means "throughout a borough, both inside and outside all cities in the

' AS 29.71.800(14).




Representative Cathy Tilton
April 2, 2015
Page 2

borough."? A power that is exercised by a borough on an areawide basis is exercised
throughout the entire borough, including within cities that are within the borough.

It is contradictory to both require that a borough exercise its authority only on an
areawide basis and allow a city to opt out, leaving the borough the ability to exercise its
authority only on a nonareawide basis. I have therefore made the inconsistent provisions
notwithstanding the other contrary provisions in the bill. You may, however, wish to
review the amendment as incorporated into the CS to determine whether the result is as
the committee intended.

In addition, under AS 29.35.250, a city inside a borough may exercise any power that is
not otherwise prohibited by law, but, when a borough adopts an ordinance to exercise a
power on an areawide basis a city may not exercise the power "unless the borough
ordinance provides otherwise or the borough by ordinance ceases to exercise the power."
Under AS 29.35.340(a), once a first or second class borough acquires an areawide power,
the first or second class borough "succeeds to all of the rights, powers, and duties of any
city or service area with respect to that power." Once a first or second class borough
acquires an additional areawide power, the borough must, "in consultation with the city
or service area personnel [. . .] arrange for an orderly and equitable transfer of rights,
assets, liabilities, powers, duties, and other matters related to acquisition of the areawide
powers." However, this committee substitute does not allow for the possibility of a city
to provide an energy improvement assessment program under AS 29.49 even if a borough
ordinance permitted a city to provide a program under this chapter.

SLS:Ind
15-307.Ind

Enclosure

2 AS 29.71.800(1).




Municipality of Anchorage

Office of the Mayor Ethan Berkowitz, Mayor

April 5, 2016

Representative Mark Neuman

State Capitol, Room 505

Juneau, Alaska 99801

Representative Steve Thompson

State Capitol, Room 515

Juneau, Alaska 99801

Dear Co-Chairs Neuman and Thompson,

[ write in support of House Bill 118, adopting the Municipal Property Assessed Clean Energy
(PACE) Act, which allows commercial property owners to finance qualifying energy efficiency
improvements - through voluntary property tax assessments.

PACE legislation opens the door for local governments to foster economic growth and supports
local economies through partnerships with banks and contractors. We have identified $19 million
in savings from potential building upgrades within the Municipality of Anchorage. HB 118 requires
zero state funds to implement and participation is voluntary.

PACE is a proven piece of legislation, passed in thirty-five other states.

Sincerely,

e

Ethan Berkowitz

P.O. Box 196650 | Anchorage, Alaska 99519-6650 | http://www.muniorg | Phone: 907-343-7100 | FAX: 907-343-7180




April 8, 2015

Emily Ford

Energy Policy and Outreach Manager

Alaska Energy Authority

813 W Northern Lights Blvd, Anchorage, AK 99503
Phone: 907-771-3961

eford@aidea.org

RE: Support for HB 118 - Property Assessed Clean Energy Act and SB56

My work insulating and replacing lights in buildings I own had a quick payback. There were
immediate benefits in terms of efficient use of the buildings and 4-5 year paybacks in the direct
costs. I have been fortunate that my small business was able to pay for this work out-of-pocket.
Many small businesses (and that’s most businesses in Alaska), don’t have the cash flow to take
advantage of the tremendous benefits of modern lights and insulation. Anything that can help
with that is good for business and good for Alaska.

There are some energy efficiency projects that have long payback times that may exceed the time
a small business is likely to own a building. The feature of this act that ties the reimbursement to
the building instead of the owner should encourage property owners to get more ambitious in the
efficiency projects they pursue.

The PACE routine would be a nice tool for any city that wants to encourage energy efficiency.

Thank you,

John Weddleton
President

Main Store: 2301 Spenard Rd, Anchorage, Alaska 99503 907-274-4112 Fax 907-274-4117
also in the Dimond Center 349-3963 and www.boscos.com mailorders@boscos.com
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Alaska Hortel & Lodging Association

April 6, 2015

The Honorable Steve Thompson, Co-Chair
The Honorable Mark Neuman, Co-Chair
House Finance Committee

Alaska State Capitol

Juneau, AK 99801-1182

RE: Support for HB 118 - Municipal Energy Improvement Assessments/Bonds
Dear Representatives Thompson and Neuman:;

The Alaska Hotel and Lodging Association is the leading voice and resource for
Alaska's lodging industry, providing jobs to 12,000 Alaskans and investing millions in
infrastructure each year.

Hotel and lodging businesses are major consumers of energy, and the threat of rising
energy costs risk our industry's long-term viability. AKHLA supports the Governor and
Legislature in their effort to advance policies leading to the long-term reduction and
stabilization of energy costs, and appreciates the introduction of HB 118.

We view the property-assessed clean energy (PACE) model as an innovative
mechanism for financing energy efficiency and renewable energy improvements on our
private properties. In local jurisdictions that chose to participate, HB 118 would allow
hotel properties, large and small alike, to implements such improvements without having
to make large, upfront cash payments. This would help eliminate a key disincentive to
investing in energy improvements resulting in savings over time.

Passage of this legislation will help move our industry and Alaska's economy forward,
and we urge you to take action and pass HB 118 this legislative session.

Sincerely,

Alicia Malts, Executive Dire§

Alaska Hotel & Lodging Association

330 E. 4" Avenue, Suite 201 — Anchorage, AK 99501
Tel: (907) 272-1229 * Fax: (907) 272-1289 * Email: akhla@4aha.org
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Sponsored by: Mayor Ward
Introduced and Adopted: March 16, 2015

CITY OF NORTH POLE

RESOLUTION 15-10

A RESOLUTION OF THE NORTH POLE CITY COUNCIL SUPPORTING
HOUSE BILL 118 AND SENATE BILL 56 "AN ACT ADOPTING THE
MUNICIPAL PROPERTY  ASSESSED CLEAN ENERGY ACT;
AUTHORIZING MUNICIPALITIES TO ESTABLISH PROGRAMS TO
IMPOSE ASSESSMENTS FOR ENERGY IMPROVEMENTS IN REGIONS
DESIGNATED BY MUNICIPALITIES; IMPOSING FEES; AND PROVIDING
FOR AN EFFECTIVE DATE”

WHEREAS, HB 118 and SB 56 was introduced by Governor Walker to create the
Property Assessed Clean Energy (PACE) program to help Alaska businesses finance
retrofits on their buildings to make them more energy efficient; and

WHEREAS, assessed clean energy programs allow property owners to finance
qualifying energy efficiency improvements overtime through a voluntary assessment on
the property tax bill; and

WHEREAS, implementation of the PACE program is voluntary by municipalities and
commercial property owners; and

WHEREAS, mortgage holder consent is required before applications are approved and
assessments are placed; and

WHEREAS, improvements can include lighting upgrades, renewable energy,
conversion to natural gas, high-efficiency boilers, and additional energy efficiency
improvements; and

WHEREAS, the repayment obligation transfers with the sale of property; and

WHEREAS, PACE programs were named one of the top 20 “world-changing ideas by
Scientific American magazine”; and

WHEREAS, energy efficiency upgrades are financed with capital secured by a primary
lien on the property, lower-interest capital and favorable repayment terms that can be
raised from the private sector; and

WHEREAS, PACE allows for longer repayment periods allowing the building owner
to recognize immediate operating savings while repaying the debt; and

WHEREAS, PACE can use traditional lending sources; and

WHEREAS, PACE Programs in Alaska, provide consistency with state energy policy,
energy efficiency and renewable energy goals; and

City of North Pole
Resolution 15-10

Page 1
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Sponsored by: Mayor Ward
Introduced and Adopted: March 16, 2015

WHEREAS, 31 states have authorized PACE programs; and

WHEREAS, the Alaska State Legislature must provide authority for local governments
to establish and operate commercial PACE programs; and

WHEREAS, in the State of Alaska there are 24 eligible local governments with a total
population of 639,314; and

WHEREAS, Improvements may not be made to vacant lots or property undergoing
development at the time of assessment; and

WHEREAS, PACE programs may not be used to finance the purchase of temporary
products or anything not permanently fixed to real property

NOW THEREFORE BE IT RESOLVED, that the North Pole City Council supports
implementation of House Bill 118 and Senate Bill 56.

PASSED AND APPROVED by a duly constituted quorum of the North Pole City
Council this 16" day of March, 2015.

Wiy,

\Y e l"'
“"‘\‘{._,Q.E.'.N..OOQ) ‘l,o

O RPORATE 0%

Bryce]. Ward, Mayor

ATTEST:

(/7
%y,
s,
:,,‘"

'a, " 4ZA.SK.“ ‘\\\\\

",
KUDR

PASSED/FAILED
. Weber, MMC
North Pole City Clerk No: 0

Absent: 1 - McGhee

Yes: 6-McCarthy, Smith, Holm, Hunter, Welch, Ward

W
City of North Pole
Resolution 15-10

Page 2




b
[/ALASKA CHAMBER

April 6, 2015

The Honorable Mark Neuman The Honorable Steve Thompson
Co-Chair, House Finance Committee Co-Chair, House Finance Committee
State Capitol, Room 505 State Capitol, Room 515

Juneau, AK 99801 Juneau, AK 99801

Re: HB 118 - An Act adopting the Municipal Property Assessed Clean Energy Act
Dear Co-Chairs Neuman and Thompson:

The Alaska Chamber is an organization dedicated to improving the business environment
in Alaska. The Chamber represents hundreds of businesses from Ketchikan to Barrow that
share a common goal: to make Alaska a viable and competitive place to do business.

The Alaska Chamber is not opposed to HB 118 in its current form, which allows
municipalities the option to establish a commercial Property Assessed Clean Energy
(PACE) program. As the bill moves forward, it is important that the provisions that protect
Alaskans from municipalities forcing energy efficiency standards onto property owners
through a PACE program remain intact.

On behalf of Alaska’s business community, thank you for your efforts to promote a
positive business environment.

Sincerely,

=R E

Rachael Petro
President and CEO

471 W. 36" Ave., Suite 201, Anchorage, AK 99503 » (907) 278-2722 » alaskachamber.com




HB 118 Property Assessed Clean Energy (PACE)

Gene Therriault, director of energy policy and outreach
Emily Ford, energy policy and outreach manager

House Finance Committee
April 7, 2015



What is Commercial PACE?

= PACE was named one of the top 20 “world-changing ideas by Scientific
American magazine.”

= Commercial Property Assessed Clean Energy programs (PACE) allows
commercial property owners to finance qualifying energy efficiency
improvements over time through a voluntary assessment on the property tax

bill.

= \oluntary participation by municipalities AND commercial property owners

= Mortgage holder consent is required before applications are approved and assessments
are placed | |

= Improvements can include lighting upgrades, renewable energy, conversion to natural gas,
high-efficiency boilers, and additi_onal energy efficiency improvements
= The repayment obligation transfers with the sale of property

: © emmmD ENERGY AUTHORITY



Benefits

= Energy efficiency upgrades are financed with capital secured by a
primary lien on the property, lower-interest capital and favorable
repayment terms can be raised from the private sector '

= Allows for longer repayment periods allowing the building owner to
recognize immediate operating savings while repaying the debt

= Can use traditional lending sources

= In Alaska, provides consistency with state energy policy, energy
efficiency and renewable energy goaIs

= AR

-y ENERGY AUTHORITY




Creating a PACE Program

= 31 states have authorized PACE programs

= State legislatures must provide authority for local governments to
establish and operate commercial PACE programs

= Municipalities to create the program and select financing models

- Re’sources: U.S. Department of Energy, PaceNow.org, C-Pace.com




Potential PACE Models

= Local-government driven

= Either property assessment office or a PACE office used as interface with
commercial property owners and potential lenders

= Bond financing

= Private-sector driven
= Third-party administrator under contract with local government

= Private financing

= Hybrid model

= Smaller local governments can contract with other commumtles or regional
| - organlzatlons to admlmster the program

= Identn‘y all potentlal fundlng sources (bonds revolvmg Ioan funds, private capltal)

@mmms ENERGY AUTHORITY




House Bill 118

= HB 118: Muni Energy Improvement Assessments/Bonds

= Authorizing legislation for local governments who collect
property taxes to choose to create a PACE program and allow
commercial property owners to opt-in

= 24 eligible local governments with a total population of
639,314




House Bill 118

\ = Section 1: Amends existing AS 29.10.200 to add PACE financing to the list
‘ of items that Home Rule Municipalities are allowed to engage in

[ = Sectioh 2: Amends AS 29.35.200 (b) to add PACE financing to the list of
‘ items that first class boroughs are allowed to engage in, on an area-wide
basis.

= Section 3: Amends AS 29.35.210 (b) to add PACE financing to the list of
items that second class boroughs are allowed to engage in, on an area-
| wide basis.

| = Section 4 amends AS 29 by adding a new chapter:
| AS 29.49: Municipal Property Assessed Clean Energy Act
| | _ :

¥ emmm ENERGY AUTHORITY



House Bill 118

= AS 29.49.010 Exercise of Powers allows municipalities to exercise powers
under AS 29.40.060 (Judicial Review)

= AS 29.49.020 Authorized Assessments would allow for a property tax
assessment to be added for financing of qualified projects on real
property.
= Improvements may not be made to vacant lots or property undergoing
development at the time of assessment

= Not to finance purchase of temporary products or anything not permanently
fixed to real property

= AS 29.49.030 Written Contract for Assessment Required would require a
written contract between the local government and record owner of the
real property




House Bill 118

= AS 29.49.040 Establishes the program

= Authorizes local government to choose to establish a commercial PACE program and
enter into a contract with a property owner to impose an assessment. Financing can
be provided by the municipality or a third-party.

= |f third-party financing is used, the municipality, third-party financer and real property
owner must all enter into a contract

= The assessment imposed may cover some costs for the commercial property owner,
including permit and lenders fees, administration, and project development and
engineering costs - -

= AS 29.49.050 Applicability of Program

= |f they choose to participate in the program, municipalities are required to implement
- PACE on an area wide basis | -

= Cities within a boroUgh are allowed to opt out of a borough program through Eassage
of an ordinance. If previously opted-out, they can opt in at a later date through
another ordinance. - o -

= Aborough succeeds to all rights and obligations of the city program. ‘-



House Bill 118

= AS 29.49.060 Defines the Procedure to Create the Program
= |f the municipality chooses to create a PACE program the governing body of a
municipality must (in order):
= 1) Adopt a resolution of intent that

= shows that providing the PACE program serves a valid public purpose

includes a statement the municipality intents to make PACE available to property owners
= includes a description of qualified projects
| = describes the boundaries of the region
= describes the available financing for qualified projects (i.e. bonds, local lenders, etc.)
| = describes the municipal debt servicing procedures if third-party financing is used '
= describes how the public can access the program report required by AS 29.49.070
= |dentifying thé'jti’me and place for a public hearing

= identifies public contacts regarding the collection of the proposed contractual assessments

;. ,— ENERGY AUTHORITY



House Bill 118

= AS 29.49.060 Defines the Procedure to Create the Program

= The governing body of a municipality must:
= 1) hold a public hearing with opportunity for public comment

« 2) adopt an ordinance establishing the terms of the program, including each item included in
the publicly-available program report required by AS 29.45.070

= Each aspect of the program can only be amended after another public hearing

= A municipality may hire and set compensation for a program administrator, staff
or contract for professional services

= A municipality may impose fees to offset the costs of administering the program,
to include an application fee and/or a component of the interest rate

LASKA\
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House Bill 118

= AS 29.49.070 Requires a Publicly-Available Program Report (as required by
AS 29.49.060)

= The report must include:
= a map of the program region boundaries

a form contract between the municipality and the property owner that specifies the terms of the
assessment and any financing, including third-party and municipal

« if appropriate a form contract between the municipalities and the third-party financer regarding
the servicing of the debt through assessments

= adescription of qualified projects
= a plan for ensuring sufficient capital
= if bonds are used the report must include:
* a maximum aggregate annual dollar amount for financing
= a method for ranking requests from property owners
= a method for determining the lnterest rate and maximum amount of an assessment

= 3 method for ensurmg the repayment perlod does not exceed the useful life of the quallﬁed
project ' ' : — ; - , -

,— ENERGY AUTHORITY.




House Bill 118

= AS 29.49.070 Requires a Publicly-Available Program Report (continued)
= The report must include:

a description of the application process and eligibility requirements

a method for ensuring qualified appllcants can demonstrate financial ability to fulfill financial
obligations and verify the applicant is the legal owner of the property, is current on
mortgage and property taxes and is not insolvent or in bankruptcy

an explanation of the assessment and collection process

an explanation of the lender notice requirement provided by AS 29.40.080

an explanation of the review requirerrient provided by AS 29.45.090

a description of the marketing and education services to be provided

a description of quality assurance and antifraud measures

collection procedures

a requirement for an appropriate ratio between the assessment and property value

. The report must be avazlable online and at the mumapal ofﬂces

= ENERGY AUTHORITY -




House Bill 118

= AS 29.49.080 Notice to Mortgage Holder Required

= The holder of any mortgage lien on the property must be given written notice
within 30 days before the contract is executed

= Written consent from the mortgage lien holder must be obtained

= AS 29.49.090 Review Required

= A third-party baseline energy audit and projected energy savings are required
= Once a qualified project is complete, the municipality shall obtain third-party
verification that the project was properly completed and operating as intended

- AS 29.49.100 Direct Acquisition by Owner

= The property owner may be authorized to purchase directly the related
equipment and materials or contract directly, including through lease, power
purchase agreement or other service contract for the installation or

modlflcatlonofaquahfled:mprovement o




House Bill 118

= AS 29.49.110 Contractual Assessment must be Noticed

= Written notice of each contractual assessment shall be filed by the municipality in the real
proEerty records, including the assessment amount, legal description of the property, name of
eﬁc property owner and the reference to the statutory assessment lien provided under this
chapter

= AS 29.49.120 Contractual Assessments and any Interest or Penalties are Primary
Liens on the Property
= exceptions are municipal tax liens and special assessments
= enforcement provided in AS 29.45.320-470
= contractual assessment liens stay with the land and not eliminated by foreclosure
= penalties and interest may be added to delinquent installments, as provided in AS. 29.45.250

= municipalities may recover cost and expenses, including attorney fees to collect a delinquent
installment

= AS 29.49.130 Collection of Assessments &
= The governing body of a municipality may contract with the governing body of another taxing

unit to collect assessments as outlined under this chapter _ o
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House Bill 118

= AS 29.49.140 Municipalities may Issue Bonds or Notes to Finance Qualified
Projects
= These may not be general obligations bonds and must be secured by one or more of the
following:
= payments of the contractual assessments
= municipal reserves from grants, bonds, or net proceeds and other lawfully available funds

= municipal bond insurance, lines of credit, public or private guarantees, standby bond purchase
agreements, collateral assignments, mortgages, or available means of providing credit support or liquidity

= any other funds lawfully available for purposes consistent with this chapter

= A municipal pledge of assessments, funds, or contractual rights in connection with the issuance
of bonds is a first lien valid and binding against any other person, with or without notice

= Bonds or notes issued must further an essential public and governmental purpose, including
reducing energy costs, improving electrical reliability, reduction of energy demand on utlhtles
economlc development employment and enhancement of property values

I—teueaov AUTHORITY =
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= AS 29.49.150 Joint Implementation

= Any combination of municipalities may agree to jointly lmplement or administer a program or
contract with a third party. A public hearing as outlined in AS 29.49.060 is required.

= AS 29.49.160 Prohibited Acts states that the program must be voluntary

= A municipality that establishes a PACE region may not compel a property owner to use PACE or,
make any permit, license, or authorization contingent on a property owner using PACE.

= AS 29.49.890 Allows the proposed PACE provisions to be available to Home Rule
and General Law Municipalities

= AS 29.49.900 Adds Definitions of Program, Qualified Improvement, Qualified
PrOJect Real Property and Region.

= AS 29.49.995 Adds the Short Title ”I\/Iumupal Property Assessed Clean Energy Act ¢

= Sectlon 5 Establlshes an Immedlate Effective Date
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Fairbanks North Star Borough Mayor’s Office

809 Pioneer Road P.O. Box 71267 Fairbanks, AK 99707-1267 T.(907)459-1300 F. (907)459-1102

March 10, 2015

Ms. Emily Ford

Legislative Coordinator
Alaska Energy Authority

813 W. Northern Lights Blvd.
Anchorage, AK 99503

Dear Ms. Ford

On behalf of the Fairbanks North Star Borough, | am writing to support the Property
Assessed Clean Energy Act (PACE financing legislation contained in House Bill 118 and
its companion, Senate Bill 56. The Fairbanks North Star Borough is the second largest
municipality in the state, and faces some of the highest energy costs in the nation. Our
community eagerly awaits delivery of natural gas to our city gates. When it arrives,
numerous businesses-as well as home, utilities and government entities- will begin
upgrading and replacing their power and heating systems. Additionally, assisting our local
businesses to convert to more efficient natural gas energy will help improve our local air
quality.

It is precisely for these reasons that | write in support of HB 118 and SB 586.

A well-conceived and executed Property Assessed Clean Energy (PACE) program will
help Alaska businesses achieve needed energy retrofits, resulting in greater efficiencies
and cost savings-all of which will make our businesses more successful and our economy
more secure.

It is my understanding that similar programs in other states have resulted in reduction of
energy costs, reduction of energy demand on local utilities, enhancement of property
values and economic stimulation and development.

I strongly commend the concept of Property Assessed Clean Energy, and | thank the
Administration for their work in bringing this idea forward.

Sincer

Luke Hopkins
Mayor
Fairbanks North Star Borough




CITY OF FAIRBANKS
John Eberhart, Mayor

800 CUSHMAN STREET
FAIRBANKS, ALASKA 99701-4615
OFFICE: 807-459-6793
FAX: 907-459-6787
mayor@ci.fairbanks.ak.us

March 11, 2015

Ms. Emily Ford
Legislative Coordinator
Alaska Energy Authority
813 West Northern Lights
Anchorage, Alaska 99503

Re:  Senate Bill 56 and House Bill 118 - City of Fairbanks Support
Dear Ms. Ford:

I am writing to express the City of Fairbanks’ support for the proposed legislation for PACE financing as
detailed in Senate Bill 56 and House Bill 1118.

In the City of Fairbanks, energy efficiency is key to the financial viability of businesses, given our current
high rates for heating and fuel costs. The proposed creation of a Property Assessed Clean Energy (PACE)
program to help Alaska businesses finance retrofits on their buildings to make them more energy efficient
would be a boon to our local businesses. There are currently few state programs aimed at helping commercial
buildings become more efficient and this legislation would create another tool to increase the energy
efficiency of businesses.

PACE would give business owners the opportunity to borrow from their local tax assessment district, and
then pay the loan back through an additional tax assessment on their property. The program would be
revenue neutral for the municipality, and would allow the loan to be attached to the building, rather than the
building’s owner. PACE programs in other states provide important benefits including reduction of energy
costs and enhancement of property values and economic stimulation and development.

This opportunity for local businesses in the Golden Heart community is appreciated, and I thank the Alaska
Energy Authority for supporting this program. [ also applaud Governor Walker for introducing this
legislation to help the City of Fairbanks become more energy efficient, while also bringing operating costs
into a more reasonable range of expenditure.

Please encourage your colleagues in the Senate and House of Representatives to support this legislation.

Yours sincerely, —
\S‘(\'\ M

Mayor John Eberhart

Cc:  City Council




' March 3, 2015
(élx'l'icl:mn Gas Urary

Ms. Emily Ford
Legislative Coordinator
Alaska Energy Authority
813 West Northern Lights
Anchorage, Alaska 99503

Dear Ms. Ford,

The Interior Gas Utility is a municipal utility in the Fairbanks North Star Borough tasked by the borough
and the community to deliver “low cost natural gas, to as many people possible, as quickly as possible.”
As part of that mission, | offer my support on behalf of the Interior Gas Utility for HB 118/SB 56.

The IGU service area incorporates the City of North Pole and areas within the FNSB surrounding the City
of Fairbanks. Phase | of the project incorporates downtown North Pole and several commercial properties
that would be classified as high demand users. While 40 commercial structures are anticipated to convert
to natural gas in Phase |, this accounts for slightly less than 50% of the gas demand for the entire phase.

It is critical that high volume structures convert to natural gas as soon as possible to increase the demand
for the project. Currently, no resources are available for commercial and multi-family structures, and the
PACE Act will fill that void to assist in more rapid conversions. By the third year of natural gas availability
in Phase |, 100% of commercial and 95% of multi-family homes are expected to be using natural gas as
their primary heating source, a trend that is supported by the Cardno Entrix Conversions Analysis Report
and ENSTAR's rate of conversion in Homer, AK.

The PACE Act eases financial roadblocks from the business community and property owners allowing them
to convert to natural gas more rapidly with these financing options. Not only does this legislation provide
a way for the larger users of natural gas to convert faster, it stimulates the economic wellbeing of the
community, improving air quality and lowering heating costs for residents in the Interior.

It is without reservation that IGU offer to support this legislation to accomplish our mission for the
benefit of the state, and specifically the FNSB community.

Sincerely,
Steven Haagenson
General Manager

PO Box 70200
Fairbanks, AK 99707

907 374 4474
interiorgas.com




Alaska Bankers Association
P.O. Box 241489 o Anchorage, Alaska 99524-1489 ¢ T: 907-261-3525 a F: 907-562-1758

March 16, 2015

The Honorable Click Bishop, Chair

Senate Community and Regional Affairs Committee
Alaska State Capitol

Juneauy, AK 99801-1182

Re: Senate Bill 66 - Municipal Energy Improvement Assessments/Bonds

Dear Senator Bishop:

The Alaska Bankers Association supports aconomic development initiatives
that lower the cost of energy and ensure adequate and reliable deliverability.

In response to the question raised by the Senate Community and Regional
Affairs Committee on March 12, the Alaska Bankers Association is not
opposed to Senate Bill 56 in its current form, which proposes ta establish a
commerclal Property Assessed Clean Energy (PACE) program in Alaska that
requires written consent from the lien holder.

Sincerely,

teve Lundgren, President
Alaska Bankers Association




ALASKA
MUNICIPAL

217 Second Street, Suite 200 ¢ Juneau, Alaska 99801

Tel (907) 586-1325 ¢ Fax (907) 463-5480 ¢ www.akml.org

March 27, 2015

House C& RA Committee

Chair — Representative Cathy Tilton
Alaska State Capitol Building
Juneau, Alaska 99811

RE: HB 118 - Property Assessed Clean Energy Act

Dear Committee Members,

The Alaska Municipal League would like to offer our complete support to this bill. Ina
time of large deficits, both within the State and municipalities, which yet still finds many
municipalities paying huge amount of money for traditional energy means and
businesses and municipalities must have more “tools” to make our communities healthy,
inviting, business friendly places in which to live.

This bill, leave the PACE program as an optional program. Municipalities that feel they
cannot afford this program do not have to take part. But, those who can afford to do so,
have the opportunity to create a much-better business environment. Members of AML
have spent the last few years doing what we can to build a better relationship with the
businesses that make our communities healthy. This aiso helps that mission.

Again, we would hope that your vote would be a positive vote on this legislation. Thank
you for the opportunity to comment.

Sincerely,
o e XL xS N LR B RO TV
Kathie Wasserman

Executive Director
Alaska Municipal League

Member of the National League of Cities and the National Association of Counties



Renewable Energy
Alaska Project

{OREAP

Ms. Emily Ford
Legislative Coordinator
Alaska Energy Authority
813 West Northern Lights
Anchorage, Alaska 99503

February 26, 2015
Dear Ms. Ford:

On behalf of Renewable Energy Alaska Project (REAP), I am writing to support the
PACE financing legislation contained in House Bill 118 and its companion, SB 56. As
you know, REAP is a statewide non-profit coalition of over 80 electric utilities,
independent power producers and developers, Alaska Native organizations, businesses
and NGOs with the goal of increasing renewable energy development and promoting
energy efficiency in Alaska.

REAP has been advocating for over two years for the creation of a Property Assessed
Clean Energy (PACE) program to help Alaska businesses finance retrofits on their
buildings to make them more energy efficient. There are currently few state programs
aimed at helping commercial buildings become more efficient and this legislation would
create another tool to increase the energy efficiency of the state’s building stock.

PACE would give business owners the opportunity to voluntarily borrow from their local
tax assessment district, and then pay the loan back through an additional tax assessment
on their property. The program would be revenue neutral for the municipality, and would
allow the loan to be attached to the building, rather than the buildings owner.

PACE programs in other states are already providing important benefits including
reduction of energy costs, reduction of energy demand on local utilities, enhancement of
property values and economic stimulation and development.

Thanks to the Alaska Energy Authority for promoting PACE, and to Governor Walker
for introducing this legislation to help Alaska be more efficient, and keep energy dollars
circulating in the state’s economy.

Sincerely,

7y N

Chris Rose
Executive Director

308 G Street, Suite 225, Anchorage, AK 99501 www . REalaska.org p: 907.929.7770 f: 907.929.1646




House Bill 118- Muni Energy Improvement Assessments/Bonds

The Governor's transmittal letter dated February 17, 2015, follows:

Dear Speaker Chenault:

Under the authority of Article III, Section 18 of the Alaska Constitution, I am transmitting a
bill relating to establishing a municipal property assessed clean energy program.

Implementing energy efficiency measures in commercial buildings offers an opportunity
for owners to reduce energy consumption. This not only can reduce operating costs to the
building owner, but also can reduce energy demand on local utilities and improve the
reliability of local energy and electrical systems. Financing energy efficiency measures can
be a substantial barrier for building owners.

The bill would empower local governments to establish property assessed clean energy
programs. These local programs would enable building owners to more easily borrow
money from either the municipality or a private lender to implement energy efficiency
measures by making property tax assessments available to ensure repayment of the debt
obligation. Municipalities may issue bonds to fund a municipal lending. Building owners
would voluntarily allow the local municipality to impose a tax assessment on their
property. The tax assessment would be payable annually with property taxes, with the
proceeds used to repay the lender or bond holders over the full life of the loan. Because the
lender or bondholder would have a more assured revenue source for loan repayment, the
financing costs should be reduced. The net effect of the program is that commercial
building owners will be able to more easily implement energy efficiency measures. The
owners will reap benefits from reduced energy and financing costs associated with the
energy efficiency improvements.

The program would be known as the Municipal Property Assessed Clean Energy Act.
[ urge your prompt and favorable action on this measure.

Sincerely,

/s/

Bill Walker
Governor
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CS House Bill 118 CRA - Muni Energy Improvement Assessments/Bonds

DETAILED SECTIONAL ANALYSIS

Section 1:

Section 2:

Section 3:

Section 4:

Amends existing AS 29.10.200 to add PACE financing to the list of items that Home Rule
municipalities are allowed engage in.

Amends AS 29.35.200(b) to add PACE financing to the list of items that first class boroughs
are allowed to engage in on an area wide basis.

Amends AS 29.35.210(b) to add PACE financing to the list of items that second class
boroughs are allowed to engage in on an area wide basis.

Amends AS 29 by adding a new chapter 48. Municipal Assessed Clean Energy Act and adds:

Sec 29.29.010, Exercise of Powers, which allows municipalities to exercise powers under
AS 29.40.060 (Judicial Review).

Sec 29.49.020 Authorized Assessments, allowing for an assessment to be imposed to repay
the financing of qualified projects on real property in the municipality or local government
that adopts this program. Qualified projects do not include undeveloped lots or lots
undergoing development at the time of assessment or the purchase of products or devises
that are not a permanent part of the property.

Sec. 29.49.030, Written Contract for Assessment Required, requires a written contract
between the municipality and record owner of the real property before the PACE
mechanism can be utilized.

Sec. 29.49.040 Establishment of Program, authorizes municipalities to choose to establish a
property assessed clean energy (PACE) program that would require a written contract with
arecord owner of real property. The financing for the PACE mechanism may be provided
by a third party, or if authorized by the program, by a municipality. Repayment of third-
party or municipal financing must be assured through a written contract with the property
owner to finance the qualified project through a voluntary property tax assessment.

The financing may include project costs, materials, labor, permit fees, inspection fees,
lender’s fees, program application and administrative fees, project development and
engineering fees, third-party review fees, including verification review fees under AS
29.49.090 and any other fees that may be incurred by the property owner relating to the
installation, modification, or improvement, as determined by the municipality.




CS House Bill 118 CRA Sectional Analysis

o Sec. 29.49.050 Applicability of Program, requires municipalities to implement PACE on an
area wide basis if they choose to participate in the program. Cities within a borough are
allowed to opt out of a borough program through passage of an ordinance. Cities may opt
in to a borough program, by ordinance, if they previously opted out. A borough that
assumes a city PACE program succeeds to all rights and obligations of the city program.

. Sec. 29.49.060 Procedure for Establishment of Program, defines the necessary actions for a
municipality to establish a property assessed clean energy finance program. These are:
o Adopt a resolution of intent that includes:

a finding that financing of qualified projects through contractual assessments
is a valid public purpose;

a statement that the municipality intends to make contractual assessments to
repay financing for qualified projects available to property owners;

a description of the types of qualified projects;

a description of the region boundaries;

a description of any proposed arrangements for third-party financing or
municipal financing;

a description of the municipal debt servicing procedures if third-party
financing is provided and assessments collected to service the third-party
debt;

reference on the proposed program required by AS 29.49.010 and identifying
where the report is available to the public;

identifying the time and place for a public hearing;

identifying the local official and assessor-collector for the proposed
contractual assessments with property taxes imposed on the assessed

property;

o Hold a hearing where the public has the opportunity to provide comment, including
on the report required in AS 29.49.070;

o Adopt an ordinance establishing and defining the terms of the program, including:

each item included in the report under AS 29.49.070;
a description of each aspect of the program that may only be amended after
another public hearing;

o A municipality may hire a program administrator and program staff or contract for
professional services to administer the program;

o Fees may be assessed as an application fee, a component of the interest rate or a
combination of both.

° Sec. 29.49.070 Report Regarding Assessment, defines the requirements of the
municipality’s publicly-available report on the program, as required by AS 29.49.060. The
report must include:

o] A map showing the boundaries of the proposed region;




CS House Bill 118 CRA Sectional Analysis

o A form contract between the municipality and property owner that specifies the
terms of the assessment and either the third-party or municipal financing;

o A form contract, if third-party financing is used, that must be included regarding the
servicing of the debt through assessments;

o A description of projects may qualify and a plan for ensuring sufficient capital for
third-party financing;

o If municipal bond financing is used:
. a plan for raising capital for municipal financing;
. a maximum aggregate annual dollar amount for financing to be provided by
the municipality;
. the method for ranking requests from property owners if requests will likely

exceed the available municipal funding, and the method for determining the
interest rate and maximum amount of an assessment;

o A method for ensuring that the repayment schedule does not exceed the useful life
of the qualified project;

o A description of the application process and eligibility requirements;

o A method to ensure that property owners have the capacity to participate and repay
the financing obligations;

o A statement describing the assessment and collection process provided by AS
29.49.080;

o} A statement explaining the review requirement provided by AS 29.49.090;

o A description of marketing and educational services to be provided;

o A description of quality assurance and antifraud measures;

o Collection procedures;

o} The method for ensuring the demonstration of financial ability must be based on

appropriate underwriting factors, including verification that the property owner is
the legal owner of the property, current on mortgage and property tax payments
and is not insolvent or in bankruptcy proceedings. An appropriate ration of the
assessment to the assessed value of the property must be maintained;

o The municipality shall make the report publicly available online and at the primary
governing office of the municipality.




CS House Bill 118 CRA Sectional Analysis

. Sec. 29.49.080, Notice to Mortgage Holder Required for Participation, sets a series of
requirements for the municipality before it may enter into a written contract with a record
owner of real property:

o The holder of any mortgage lien on the property must be given written notice within
30 days before the contract is executed;

o And a written consent from the mortgage lien holder must be obtained.

. Sec. 29.49.090, Review Required, requires the third-party review of baseline energy
conditions in a proposed qualified project and the projected energy savings. After project
completion the municipality must obtain a third-party verification that the project was
properly completed and is operating as intended.

. Sec. 29.49.100, Direct Acquisition by Owner, the proposed financing arrangements for a
qualified project may authorize the property owner to directly purchase necessary
equipment and materials, contract directly-including through lease- power purchase
agreement or other service contract for the installation or modification of a qualified
project.

° Sec. 49.110, Recording of Notice for Contractual Assessment Required, requires a
municipality that authorizes financing through contractual assessments to file written
notice of each contractual assessment in the real property records of the recording district
in which the property is located. This notice must contain the amount of the assessment,
legal description of the property, name of each property owner and a reference to the
statutory assessment lien.

o Sec. 29.49.120, Lien, states that contractual assessments as part of this program and any
interest and penalties are liens on the assessed property and are prior and paramount to all
liens except municipal tax liens and special assessments. Contractual assessment liens may
be enforced as provided by AS 29.45.320- 29.45.470.

o Contractual assessment liens are attached with the land and foreclosure of a
property tax lien does not eliminate outstanding assessments.

o Penalties and interest may be added to delinquent installments of the assessments,
consistent with AS 29.45.250.

o A municipality may recover costs and expenses, including attorney fees, if a suit is
filed to recover delinquent installment of assessments, consistent with the
delinquent property tax suit process.

. Sec. 29.49.130, Collection of Assessments, states that the governing body of a municipality
may contract with the governing body of another taxing unit to collect assessments as
outlined under this chapter.




CS House Bill 118 CRA Sectional Analysis

o Sec. 29.49.140, Bonds or Notes, authorizes a municipality to issue bonds or notes to finance
qualified projects.
o Bonds issued under this section must be secured by one or more of the following:
. payments of contractual assessments on benefited property in one or more
specified regions
= reserves established by the municipality from grants, bonds or net proceeds
or lawfully available funds
= municipal bond insurance, lines of credit, public or private guaranties,

standby bond purchase agreements, collateral assignments, mortgages or
any other available means of providing credit support or liquidity, and
. any other funds lawfully available for purposes consistent with this chapter.

o The governing body of the municipality must include this information in a
resolution approving the bonds or notes.

o The municipality’s contractual rights in connection with the issuance of bonds or
notes is a first lien on the property, without further action by the municipality. The
lien is valid and binding against any other person, with or without notice.

o Bonds or notes issues under this chapter further an essential public and

governmental purpose, including the:
= Improvement of the reliability of local electrical systems
. Reduction of energy costs
- Reduction of energy demand on local utilities
. Economic stimulation and development
= Enhancement of property values, and
. Enhancement of employment opportunities.

o Sec. 29.49.150, Joint Implementation, any combination of municipalities may agree to

jointly implement or administer a program under this chapter, or contract with a third-
party. If two or more municipalities jointly administer the program, a public hearing is to
be held by the cooperating municipalities sufficient to satisfy the requirements of AS
29.49.060.

. Sec. 29.49.160, Prohibited Acts, states that participation in the program must be voluntary.
A municipality that establishes a region under this chapter may not require a real property
owner in that region to participate in the assessment program outlined in this chapter in
order to issue a permit, license or other municipal authorization, or otherwise compel a
property owner in the region to enter into a written contract to repay the financing of a
qualified project through contractual assessments.

. Sec. 29.49.890, Allows the proposed PACE provisions to be available to home rule and
general law municipalities.

o Sec. 29.49.900, Definitions, defines terminology included in the chapter.




CS House Bill 118 CRA Sectional Analysis

° Sec. 29.49.995, Short Title, indicates this chapter may be cited as the Municipal Property
Assesse Clean Energy Act.

Section 5: Sets an immediate effective date. .




LEGAL SERVICES

DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY

(907) 465-3867 or 465-2450 STATE OF ALASKA State Capitol
FAX (907) 465-2029 Juneau, Alaska 99801-1182
Mail Stop 3101 Deliveries to: 129 6th St,, Rm. 329
MEMORANDUM March 25, 2015
SUBJECT: Changes based on March 21, 2015, Memo to Representative

Vazquez (CSHB 118(CRA); Work Order No. 29-GH1021\H)

TO: Representative Cathy Tilton
Chair of the House Community and Regional Affairs Committee
Attn: Heath Hilyard

FROM: Susie L. Shutts 4220 Mt

Legislative Counsel

Enclosed is the House Community and Regional Affairs Committee Substitute for
HB 118 that you requested.

As 1 discussed today with Mr. Hilyard, this CS removes the language regarding
extraterritorial jurisdiction, on page 3, lines 15 - 17 of CSHB 118(ENE), and the
language regarding public hearings, on page 4, lines 20 - 21 of CSHB 118(ENE).

Also, as I discussed today with Mr. Hilyard, this CS does not make any changes based on
the discussion of application of this bill to general law municipalities on page 2 of the
March 21, 2015, memo to Representative Vazquez. This means that a second class
borough could acquire the powers authorized under this bill either on a nonareawide
basis, under AS 29.35.210(c), by receiving voter approval by a majority of the voters
living in the borough but outside all cities in the borough, or on an areawide basis under
AS 29.35.210(d), by holding an areawide election or by transfer of the power from a city
to the borough.'

Please review these changes to make sure they reflect your intent, and let me know if you
would like any additional changes.

SLS:lem
15-197.lem

Enclosure

I A first class borough could pass an ordinance creating a program under this bill on a
nonareawide basis, under AS 29.35.200(a), and could acquire the powers authorized
under this bill on an areawide basis by holding an areawide election or by transfer of the
power from a city to the borough. AS 29.35.200(c). As discussed in the March 21, 2105,
memo, a third class borough's powers are particularly limited. Under AS 29.35.220(b), a
third class borough may not exercise a power on an areawide basis other than education
and tax assessment and collection. However, there are currently no third class boroughs,
and an area may not incorporate as a third class borough. AS 29.05.031(b).
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3/25/15

CS FOR HOUSE BILL NO. 118(CRA)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-NINTH LEGISLATURE - FIRST SESSION
BY THE HOUSE COMMUNITY AND REGIONAL AFFAIRS COMMITTEE

Offered:
Referred:

Sponsor(s): HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

A BILL
FOR AN ACT ENTITLED
"An Act adopting the Municipal Property Assessed Clean Energy Act; authorizing
municipalities to establish programs to impose assessments for energy improvements in
regions designated by municipalities; imposing fees; and providing for an effective

date.”

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 29.10.200 is amended by adding a new paragraph to read:
(65) AS 29.49 (energy improvement assessment programs).
* Sec. 2. AS 29 is amended by adding a new chapter to read:
Chapter 49, Municipal Property Assessed Clean Energy Act.
Sec. 29.49.010. Exercise of powers. A municipality that establishes a program
under AS 29.49.060 may exercise powers granted under this chapter.
Sec. 29.49.020. Authorized assessments. (a) A municipality may impose an
assessment under this chapter to repay the financing of qualified projects on real

property located in a region designated under this chapter.

-1- CSHB 118(CRA)
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(b) An assessment under this chapter may not be imposed to repay the

financing of

(1) facilities for undeveloped lots or lots undergoing development at
the time of the assessment; or

(2) the purchase or installation of products or devices not permanently
fixed to real property.

Sec. 29.49.030. Written contract for assessment required. A municipality
may impose an assessment under this chapter only under a written contract with the
record owner of the real property assessed.

Sec. 29.49.040. Establishment of program. (a) The governing body of a
municipality may establish a program under this chapter,

(b) A municipality that establishes a program under this chapter may enter into
a written contract with a record owner of real property in a region designated under
this chapter to impose an assessment to repay the financing of a qualified project on
property of the owner, The financing repaid through assessments may be provided by
a third party or, if authorized by municipal ordinance, by the municipality.

(c) If a program provides for third-party financing, when a municipality enters
into a contract under (b) of this section, the municipality shall enter into a written
contract with the third party providing for the municipality to service the debt through
assessments.

(d) If a program provides for municipal financing, the municipality shall enter
into a written contract with the record owner of the real property to finance the
qualified project through assessments.

(e) The financing for which assessments are imposed may be for costs of the
project, including '

(1) the cost of materials and labor necessary for installation or
modification of a qualified improvement;

(2) permit fees;

(3) inspection fees;

(4) lender's fees;

(5) program application and administrative fees;

CSHB 118(CRA) 2=
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(6) project development and engineering fees;

(7) third-party review fees, including verification review fees, under

AS 29.49.090; and

(8) any other fees or costs that may be incurred by the property owner
incident to the installation, modification, or improvement on a specific or pro rata
basis, as determined by the municipality. '

Sec. 29.49.050. Designation of region. (a) The governing body of a
municipality may designate an area of the municipality as a region where a record
owner of real property in the region may enter into a written contract to impose an
assessment to repay the financing of a qualified project by the owner on the owner's
property and, if authorized by the municipal program, finance the qualified projeét.

(b) An area designated as a region by the governing body of a municipality
under this section may include the entire municipality.

| (¢) A municipality may designate more than one region. If multiple regions
are designated, the regions may be separate, overlapping, or coterminous.

Sec. 29.49.060. Procedure for establishment of program, (a) To establish a
program under this chapter, the governing body of a municipality shall take the
following actions in the following order:

(1) adopt a resolution of intent that includes

(A) a finding that financing qualified projects through
contractual assessments serves a valid public purpose; |

(B) a statement that the municipality intends to allow property
owners to make contractual assessments to repay financing for qualified
projects;

(C) a description of qualified projects that may be subject to
contractual assessments;

(D) a description of the boundaries of the region; -

(E) a description of any proposed arrangements to make third-
party financing available or any financing the municipality will provide for
qualified projects;

(F) a description of municipal debt servicing procedures for
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any third-party financing and a§sessments;

(G) a notice of the report on the proposed program required
under AS 29.49.070 and the location where the report is available for public
inspection;

(H) the time and place for a public hearing on the proposed
program; and

(I) the names of the local official who administers the program
and the appropriate assessor or person who collects the proposed contractual
assessments with property taxes imposed on the assessed property;

(2) hold a public hearing at which the public may comment on the
proposed program and the report prepared under AS 29.49.070; and
(3) adopt an ordinance establishing the program and the terms of the
program, including each item included in the report required under AS 29.49.070,
which may be incorporated by reference.
(b) A municipality may
(1) hire and set the compensation of a program administrator and
program staff; or -
(2) contract for professional services necessary to administer a
program.
(¢) A municipality may impose fees to offset the costs of administering a
program. The fees authorized under this subsection may be assessed as a
(1) program application fee paid by the property owner applying to the
program;
(2) component of the interest rate on the assessment in the written
contract between the municipality and the property owner; or
(3) combination of (1) and (2) of this subsection.
Sec. 29.49.070. Report regarding assessment program. (a) The report for a
proposed program required by AS 29.49.060 must include
(1) amap showing the boundaries of the proposed region;
(2) a form for a contract between the municipality and the property

owner specifying the terms of
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(A) assessment under the program; and

(B) financing provided by a third party or the municipality, as
appropriate;

(3) if the proposed program provides for third-party financing, a form
for a contract between the municipality and the third party regarding the servicing of
the debt through assessments;

(4) a description of projects that may qualify for contractual
assessments;

(5) a plan for ensuring sufficient capital for third-party financing and,
if appropriate, raising capital for municipal financing for qualified projects;

(6) if bonds will be issued to provide capital to finance qualified
projects as part of the program as provided by AS 29.49.140,

(A) a maximum aggregate annual dollar amount for municipal
financing repaid by contractual assessments under the program;

(B) if requests appear likely to exceed the authorization
amount, a priority order for ranking a property owner's application for
financing repaid by contractual assessments; and

(C) a formula for calculating

(i) the interest rate and period during which contracting
owners would pay an assessment; and
(ii) the maximum amount of an assessment;

(7) a method for ensuring that the period of the contractual assessment
does not exceed the useful life of the qualified project that is the basis for the
assessment;

(8) a description of the application process and eligibility requirements
for financing of qualified projects repaid by contractual assessments under the
program;

(9) a method under (b) of this section for a property owner applying to
participate in the program to demonstrate the property owner's ability to fulfill
financial obligations repaid by contractual assessments;

(10) a statement explaining the manner in which property will be
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assessed and assessments will be collected;

(I11) a statement explaining the lender notice requirement under
AS 29.49.080;

(12) a statement explaining the review requirement under
AS 29.49.090;

(13) adescription of marketing and participant education services to be
provided for the program;

(14) a description of quality assurance and antifraud measures to be
instituted for the program; and |

(15)  the procedures for collecting the proposed -contractual
assessments.

(b) The municipality shall establish a method by which a property owner shall
demonstrate financial ability based on appropriate underwriting factors, including

(1) verification that the property owner applying to participate in the
program is
(A) the legal owner of the benefited property;
(B) current on mortgage and property tax payments; and
(C) not insolvent or in bankruptcy proceedings; and
(2) an appropriate ratio between the amount of the assessment and the
assessed value of the prO};erty.
(¢) The municipality shall make the report available for public inspection
(1) on the Internet website of the municipality; and
(2) at the primary governing offices of the municipality.

Sec. 29.49.080. Notice to mortgage holder required for participation.
Before a municipality may enter into a written contract with a record owner of real
property to impose an assessment to repay the financing of a qualified project under
this chapter, the property owner shall

(1) give the holder of a mortgage lien on the property at least 30 days'
written notice of the intention of the property owner to participate in a program under
this chapter before the written contract for assessment between the owner and the

municipality is executed; and

CSHB 118(CRA) -6-

New Text Underlined [DELETED TEXT BRACKETED]




O 00 1 &N L AW N

W W N o M O RN RN DN DR N o e e e e e — —_
—_— O O 0 N N b A W NN = O WO 0Ny R W NN~ O

WORK DRAFT WORK DRAFT 29-GH1021\H

(2) obtain a written consent from the holder of a mortgage lien on the
property.

Sec. 29.49.090. Review required. (a) A program established under this
chapter must require a review of the energy baseline conditions for each proposed
qualified project and the projected energy savings to establish the projected energy
savings.

(b) After a qualified project is completed, the municipality shall obtain
verification that the qualified project was properly completed and is operating as
intended.

(¢) An independent third party must conduct both a baseline energy review
and a verification review under this section.

Sec. 29.49.100. Direct acquisition by owner. The proposed arrangements for
financing a qualified project may authorize the property owner to

(1) purchase directly the related equipment and materials for the
installation or modification of a qualified improvement; and

(2) contract directly, inclﬁding through lease, power purchase
agreement, or other service contract, for the installation or modification of a qualified
improvement.

Sec. 29.49,110. Recording of notice of contractual assessment. (a) A
municipality that authorizes financing through contractual assessments under this
chapter shall file written notice of each contractual assessment in the real property
records of the recording district in which the property is located.

(b) The notice under (a) of this section must contain

(1) the amount of the assessment;

(2) the legal description of the property;

(3) the name of each property owner; and

(4) a reference to the statutory assessment lien provided under this
chapter.

Sec. 29.49.120. Lien. (a) Contractual assessments under this chapter and any
interest or penalties on the assessments are liens on the property assessed and are prior

and paramount to all liens except municipal tax liens and special assessments.
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Contractual assessment liens may be enforced as provided in AS 29.45.320 -
29.45.470 for enforcement of property tax liens.

(b) Contractual assessment liens run with the land, and that portion of the
assessment under the assessment contract that has not yet become due is not
eliminated by foreclosure of a property tax lien.

(c) Penalties and interest may be added to delinquent installments of the-
assessments in the same manner as provided in AS 29.45.250.

(d) A municipality may recover costs and expenses, including atforney fees, in
a suit to collect a delinquent installment of an assessment in the same manner as in a
suit to collect a delinquent property tax.

Sec. 29.49.130. Collection of assessments. The governing body of a
municipality may contract with the governing body of another taxing unit to perform
the duties of the municipality relating to collection of assessments imposed by the
municipality under this chapter. -

Sec. 29.49.140. Bonds or notes. (a) A municipality may issue bonds or notes
to finance qualified projects through contractual assessment under this chapter.

(b) Bonds or notes issued under this section may not be general obligations of
the municipality. The bonds or notes must be secured by one or more of the following,
as provided by the governing body of the municipality in the resolution or ordinance l
approving the bonds or notes:

(1) payments of confractual assessments on benefited property in one
or more specified regions designated under this chapter;

(2) reserves established by the municipality from grants, bonds, or net
proceeds or other lawfully available funds;

3) munigipal Bond insurance, lines of credit, public or private
guaranties, standby bond purchase agreements, collateral assignments, mortgages, or
any other available means of providing credit support or liquidity; and

(4) any other funds lawfully available for purposes consistent with this
chapter.

(¢) A municipal pledge of assessments, funds, or contractual rights in

connection with the issuance of bonds or notes by the municipality under this chapter
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is a first lien on the assessments, funds, or contractual rights pledged in favor of the
person to whom the pledge is given, without further action by the municipality. The
lien is valid and binding against any other person, with or without notice.

(d) Bonds or notes issued under this chapter further an essential public and
governmental purpose, including

(1) improvement of the reliability of local electrical systems;
(2) reduction of energy costs;

(3) reduction of energy demand on local utilities;

(4) economic stimulation and development;

(5) enhancement of property values; and

(6) enhancement of employment opportunities,

Sec. 29.49.150. Joint implementation. (a) Any combination of municipalities
may agree to jointly implement or administer a program under this chapter,

(b) If two or more municipalities jointly implement a program, a single public
hearing held jointly by the cooperating municipalities is sufficient to satisfy the
requirement of AS 29.49.060(a)(2).

(¢) One or more municipalities may contract with a third party, including
another municipality, to administer a program.

Sec. 29.49.160. Prohibited acts. A municipality that establishes a region under
this chapter may not

(1) make the issuance of a permit, license, or other authorization from
the municipality to a person who owns property in the region contingent on the person
entering into a written contract to repay the financing of a qualified project through
contractual assessments under this chapter; or

(2) otherwise compel a person who owns property in the region to
enter into a written contract to repay the financing of a qualified project through
contractual assessments under this chapter.

Sec. 29.49.890. Application of chapter. This chapter applies to home rule and
general law municipalities.

Sec. 29.49.900. Definitions. In this chapter,

- (1) "program" means a program established under this chapter;
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(2) "qualified improvement" means a permanent improvement fixed to
real property and intended to decrease energy consumption or demand, including a
product, device, or interacting group of products or devices that uses energy
technology to generate electricity, provide thermal energy, or regulate temperature;

(3) "qualified project" means the installation or modiﬁcation of a
qualified improvement;

(4) "real property" means privately owned commercial or industrial
real property;

(5) "region" means a region designated under this chapter.

Sec. 29.49.995. Short title. This chapter may be cited as the Municipal
Property Assessed Clean Energy Act.
* Sec. 3. This Act takes effect immediately under AS 01.10.070(c).
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HCS HB 118(ENE) - Muni Energy Improvement Assessments/Bonds

DETAILED SECTIONAL ANALYSIS

Section 1:

Section 2:
[ ]

Amends existing AS 29.10.200 to add PACE financing to the list of items that Home Rule
municipalities are allowed engage in.

Amends AS 29 by adding a new chapter 48. Municipal Assessed Clean Energy Act and adds:
Sec 29.29.010, Exercise of Powers, which allows municipalities to exercise powers under
AS 29.40.060 (Judicial Review).

Sec 29.49.020 Authorized Assessments, allowing for an assessment to be imposed to repay
the financing of qualified projects on real property in the municipality or local government
that adopts this program. Qualified projects do not include undeveloped lots or lots
undergoing development at the time of assessment or the purchase of products or devises
that are not a permanent part of the property.

Sec. 29.49.030, Written Contract for Assessment Required, requires a written contract
between the municipality and record owner of the real property before the PACE
mechanism can be utilized.

Sec. 29.49.040 Establishment of Program, authorizes municipalities to choose to establish a
property assessed clean energy (PACE) program that would require a written contract with
arecord owner of real property. The financing for the PACE mechanism may be provided
by a third party, or if authorized by the program, by a municipality. Repayment of third-
party or municipal financing must be assured through a written contract with the property
owner to finance the qualified project through a voluntary property tax assessment.

The financing may include project costs, materials, labor, permit fees, inspection fees,
lender’s fees, program application and administrative fees, project development and
engineering fees, third-party review fees, including verification review fees under AS
29.49.090 and any other fees that may be incurred by the property owner relating to the
installation, modification, or improvement, as determined by the municipality.

Sec. 29.49.050 Designation of Region, allows the municipality to participate in the program
and designate an area of the municipality for participation. This may include the entire
municipality or more than one region, but each must be located wholly within the
municipality’s jurisdiction.
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o Sec. 29.49.060 Procedure for Establishment of Program, defines the necessary actions for a
municipality to establish a property assessed clean energy finance program. These are:

o Adopt a resolution of intent that includes:

. a finding that financing of qualified projects through contractual assessments
is a valid public purpose;

. a statement that the municipality intends to make contractual assessments to
repay financing for qualified projects available to property owners;

. a description of the types of qualified projects;

. a description of the region boundaries;

. a description of any proposed arrangements for third-party financing or
municipal financing;

. a description of the municipal debt servicing procedures if third-party
financing is provided and assessments collected to service the third-party
debt;

" reference on the proposed program required by AS 29.49.010 and identifying
where the report is available to the public;

Ll identifying the time and place for a public hearing;

" identifying the local official and assessor-collector for the proposed
contractual assessments with property taxes imposed on the assessed
property;

o Hold a hearing where the public has the opportunity to provide comment, including

on the report required in AS 29.49.070;

o} Adopt an ordinance establishing and defining the terms of the program, including:

. each item included in the report under AS 29.49.070;

. a description of each aspect of the program that may only be amended after
another public hearing;

o A municipality may hire a program administrator and program staff or contract for
professional services to administer the program;
o Fees may be assessed as an application fee, a component of the interest rate or a
combination of both.
. Sec. 29.49.070 Report Regarding Assessment, defines the requirements of the

municipality’s publicly-available report on the program, as required by AS 29.49.060. The
report must include:

(6]

(0]

A map showing the boundaries of the proposed region;

A form contract between the municipality and property owner that specifies the
terms of the assessment and either the third-party or municipal financing;

A form contract, if third-party financing is used, that must be included regarding the
servicing of the debt through assessments;
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o A description of projects may qualify and a plan for ensuring sufficient capital for
third-party financing;

o If municipal bond financing is used:
] a plan for raising capital for municipal financing;
. a maximum aggregate annual dollar amount for financing to be provided by
the municipality;
. the method for ranking requests from property owners if requests will likely

exceed the available municipal funding, and the method for determining the
interest rate and maximum amount of an assessment;

o A method for ensuring that the repayment schedule does not exceed the useful life
of the qualified project;

o A description of the application process and eligibility requirements;

o A method to ensure that property owners have the capacity to participate and repay
the financing obligations;

o) A statement describing the assessment and collection process provided by AS
29.49.080;

o A statem.ent explaining the review requirement provided by AS 29.49.090;

o A description of marketing and educational services to be provided;

o A description of quality assurance and antifraud measures;

o Collection procedures;

o The method for ensuring the demonstration of financial ability must be based on

appropriate underwriting factors, including verification that the property owner is
the legal owner of the property, current on mortgage and property tax payments
and is not insolvent or in bankruptcy proceedings. An appropriate ration of the
assessment to the assessed value of the property must be maintained;

o] The municipality shall make the report publicly available online and at the primary
governing office of the municipality.

. Sec. 29.49.080, Notice to Mortgage Holder Required for Participation, sets a series of
requirements for the municipality before it may enter into a written contract with a record
owner of real property:

o The holder of any mortgage lien on the property must be given written notice within
30 days before the contract is executed;
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o And a written consent from the mortgage lien holder must be obtained.

o Sec. 29.49.090, Review Required, requires the third-party review of baseline energy
conditions in a proposed qualified project and the projected energy savings. After project
completion the municipality must obtain a third-party verification that the project was
properly completed and is operating as intended.

. Sec. 29.49.100, Direct Acquisition by Owner, the proposed financing arrangements for a
qualified project may authorize the property owner to directly purchase necessary
equipment and materials, contract directly-including through lease- power purchase
agreement or other service contract for the installation or modification of a qualified
project.

o Sec. 49.110, Recording of Notice for Contractual Assessment Required, requires a
municipality that authorizes financing through contractual assessments to file written
notice of each contractual assessment in the real property records of the recording district
in which the property is located. This notice must contain the amount of the assessment,
legal description of the property, name of each property owner and a reference to the
statutory assessment lien.

o Sec. 29.49.120, Lien, states that contractual assessments as part of this program and any
interest and penalties are liens on the assessed property and are prior and paramount to all
liens except municipal tax liens and special assessments. Contractual assessment liens may
be enforced as provided by AS 29.45.320- 29.45.470.

o Contractual assessment liens are attached with the land and foreclosure of a
property tax lien does not eliminate outstanding assessments.

o Penalties and interest may be added to delinquent installments of the assessments,
consistent with AS 29.45.250.

o A municipality may recover costs and expenses, including attorney fees, if a suit is
filed to recover delinquent installment of assessments, consistent with the
delinquent property tax suit process.

. Sec. 29.49.130, Collection of Assessments, states that the governing body of a municipality
may contract with the governing body of another taxing unit to collect assessments as
outlined under this chapter.

. Sec. 29.49.140, Bonds or Notes, authorizes a municipality to issue bonds or notes to finance
qualified projects.
o Bonds issued under this section must be secured by one or more of the following:
. payments of contractual assessments on benefited property in one or more
specified regions
. reserves established by the municipality from grants, bonds or net proceeds

or lawfully available funds
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" municipal bond insurance, lines of credit, public or private guaranties,
standby bond purchase agreements, collateral assignments, mortgages or
any other available means of providing credit support or liquidity, and

" any other funds lawfully available for purposes consistent with this chapter.

o The governing body of the municipality must include this information in a
resolution approving the bonds or notes.

o The municipality’s contractual rights in connection with the issuance of bonds or
notes is a first lien on the property, without further action by the municipality. The
lien is valid and binding against any other person, with or without notice.

o Bonds or notes issues under this chapter further an essential public and
governmental purpose, including the:
Ll Improvement of the reliability of local electrical systems
. Reduction of energy costs
. Reduction of energy demand on local utilities
. Economic stimulation and development
. Enhancement of property values, and
= Enhancement of employment opportunities.
. Sec. 29.49.150, Joint Implementation, any combination of municipalities may agree to

jointly implement or administer a program under this chapter, or contract with a third-
party. If two or more municipalities jointly administer the program, a public hearing is to
be held by the cooperating municipalities sufficient to satisfy the requirements of AS
29.49.060.

o Sec. 29.49.160, Prohibited Acts, states that participation in the program must be voluntary.
A municipality that establishes a region under this chapter may not require a real property
owner in that region to participate in the assessment program outlined in this chapter in
order to issue a permit, license or other municipal authorization, or otherwise compel a
property owner in the region to enter into a written contract to repay the financing of a
qualified project through contractual assessments.

. Sec. 29.49.890, Allows the proposed PACE provisions to be available to home rule and
general law municipalities.

° Sec. 29.49.900, Definitions, defines terminology included in the chapter.

o Sec. 29.49.995, Short Title, indicates this chapter may be cited as the Municipal Property
Assesse Clean Energy Act.

Section 3 sets an immediate effective date.
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March 24, 2015

Representative Cathy Tilton

House Community and Regional Affairs Committee
State Capitol, Room 424

Juneau, Alaska 99801

Re: HCS HB 118(ENE)
Dear Representative Tilton:

Thank you for placing HCS HB 118(ENE)-Muni Energy Improvement Assessments/Bonds- on the House
Community and Regional Affairs Committee for consideration this week.

The legislation would provide the opportunity for local governments to create a Property Assessed Clean
Energy (PACE) financing mechanism. PACE would incentivize energy efficiency improvements to
commercial buildings by allowing a local government financing option as part of property tax
assessments.

Thirty-two other states have created similar financing structures. Under a PACE program, interested
business owners first have their buildings audited to determine potential energy savings. They then apply
to traditional lending sources (loan programs, local lenders, etc.) for financing that is repaid through an
addition to their property tax assessment that may be in place for up to 20 years. In the Interior, the PACE
financing mechanism can incentivize conversion to natural gas.

HCS HB 118(ENE) would allow Tocal govetiithents and businesses to opt-ition a voluntary basis to adopt
PACE financing mechanisms. Lenders are provided with additional certainty of repayment while business
owners are traditionally supportive because it allows them to finance improvements over an extended
period of time with low-cost capital.

The House Energy Committee amended the bill during its meeting on March 17 and adopted HCS HB
118 today, March 24. AEA supports the CS as it clarifies that PACE financing could be considered by
home rule and general law municipalities in Alaska that exercise property tax powers.

In addition the CS streamlines the local process to create a PACE program by requiring passage of a
government resolution followed by the regular municipal ordirance process, thereby maintaining ample
public notification. HCS HB 118 (ENE) also makes numerous stylistic alterations to conform to the
Manual of Legislative Drafting. After conferring with the Department of Law, AEA agrees with these
conforming modifications.

Finally, Legislative Legal recommends further clarification of three municipal issues that the House
Energy Committee left for consideration by the House Community and Regional Affairs Committee.

These issues are:

zkenergyauthority.org

813 West Northem Lights Boulevard Anchorage, Alaska 99503 T907.771,3000 Toll Free (Alaska Only] 888.300,8534 F 907.771.3044




1. is the language on Page 4, Lines 20 — 21 necessary since municipal powers adopted by ordinance
can only be amended by a subsequent ordinance process with required public notice and
opportunity for public input;

2. do AS 29.35.200, AS 29.35.210 and AS 29.35.220 need to be amended to clarify that all
boroughs that exercise property tax powers can create PACE programs under HB 118; and

3. should the language on Page 3, Lines 16 — 17 be deleted to clarify that municipalities are not
allowed to initiate PACE programs outside of their territorial jurisdiction.

AEA stands ready to work with you and your staff to address these items in the House Community and
Regional Affairs Committee.

If you have any questions regarding this bill, please feel free to contact me at 771-3012, or AEA’s Energy
Policy and Outreach Manager, Emily Ford at 771-3961 or cell 360-2131.

Sincerely,

>Q/‘/\ % Far SFG

Sara Fisher-Goad
Executive Director
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CS FOR HOUSE BILL NO. 118(ENE)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-NINTH LEGISLATURE - FIRST SESSION
BY THE HOUSE SPECIAL COMMITTEE ON ENERGY

Offered: 3/25/15
Referred: Community and Regional Affairs, Finance

Sponsor(s): HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

A BILL
FOR AN ACT ENTITLED
"An Act adopting the Municipal Property Assessed Clean Energy Act; authorizing
municipalities to establish programs to impose assessments for energy improvements in
regions designated by municipalities; imposing fees; and providing for an effective

date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 29.10.200 is amended by adding a new paragraph to read:
(65) AS 29.49 (energy improvement assessment programs).
* Sec. 2. AS 29 is amended by adding a new chapter to read:
Chapter 49. Municipal Property Assessed Clean Energy Act.
Sec. 29.49.010. Exercise of powers. A municipality that establishes a program
under AS 29.49.060 may exercise powers granted under this chapter.
Sec. 29.49.020. Authorized assessments. (a) A municipality may impose an
assessment under this chapter to repay the financing of qualified projects on real

property located in a region designated under this chapter.
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(b) An assessment under this chapter may not be imposed to repay the

financing of

(1) facilities for undeveloped lots or lots undergoing development at
the time of the assessment; or

(2) the purchase or installation of products or devices not permanently
fixed to real property.

Sec. 29.49.030. Written contract for assessment required. A municipality
may impose an assessment under this chapter only under a written contract with the
record owner of the real property assessed.

Sec. 29.49.040. Establishment of program. (a) The governing body of a
municipality may establish a program under this chapter.

(b) A municipality that establishes a program under this chapter may enter into
a written contract with a record owner of real property in a region designated under
this chapter to impose an assessment to repay the financing of a qualified project on
property of the owner. The financing repaid through assessments may be provided by
a third party or, if authorized by municipal ordinance, by the municipality.

(¢) If a program provides for third-party financing, when a municipality enters
into a contract under (b) of this section, the municipality shall enter into a written
contract with the third party providing for the municipality to service the debt through
assessments.

(d) Ifa program provides for municipal financing, the municipality shall enter
into a written contract with the record owner of the real property to finance the
qualified project through assessments.

(e) The financing for which assessments are imposed may be for costs of the
project, including

(1) the cost of materials and labor necessary for installation or
modification of a qualified improvement;

(2) permit fees;

(3) inspection fees;

(4) lender's fees;

(5) program application and administrative fees;

CSHB 118(ENE) -2- HB0118b
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(6) project development and engineering fees;

(7) third-party review fees, including verification review fees, under
AS 29.49.090; and

(8) any other fees or costs that may be incurred by the property owner
incident to the installation, modification, or improvement on a specific or pro rata
basis, as determined by the municipality.

Sec. 29.49.050. Designation of region. (a) The governing body of a
municipality may designate an area of the municipality as a region where a record
owner of real property in the region may enter into a written contract to impose an
assessment to repay the financing of a qualified project by the owner on the owner's
property and, if authorized by the municipal program, finance the qualified project.

(b) An area designated as a region by the governing body of a municipality
under this section

(1) may include the entire municipality; and
(2) must be located wholly within the municipality's jurisdiction.

(c) For purposes of determining a municipality's jurisdiction under (b)(2) of
this section, the municipality's extraterritorial jurisdiction may be included.

(d) A municipality may designate more than one region. If multiple regions
are designated, the regions may be separate, overlapping, or coterminous.

Sec. 29.49.060. Procedure for establishment of program. (a) To establish a
program under this chapter, the governing body of a municipality shall take the
following actions in the following order:

(1) adopt a resolution of intent that includes

(A) a finding that financing qualified projects through
contractual assessments serves a valid public purpose;

(B) a statement that the municipality intends to allow property
owners to make contractual assessments to repay financing for qualified
projects;

(C) a description of qualified projects that may be subject to
contractual assessments;

(D) a description of the boundaries of the region;
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(E) a description of any proposed arrangements to make third-
party financing available or any financing the municipality will provide for
qualified projects;

(F) a description of municipal debt servicing procedures for
any third-party financing and assessments;

(G) a notice of the report on the proposed program required
under AS 29.49.070 and the location where the report is available for public
inspection;

(H) the time and place for a public hearing on the proposed
program; and

(I) the names of the local official who administers the program
and the appropriate assessor or person who collects the proposed contractual
assessments with property taxes imposed on the assessed property;

(2) hold a public hearing at which the public may comment on the
proposed program and the report prepared under AS 29.49.070; and

(3) adopt an ordinance establishing the program and the terms of the
program, including

(A) each item included in the report required under
AS 29.49.070, which may be incorporated by reference; and

(B) a description of each aspect of the program that may not be
amended unless another public hearing is held.

(b) A municipality may
(1) hire and set the compensation of a program administrator and
program staff; or
(2) contract for professional services necessary to administer a
program.
(¢) A municipality may impose fees to offset the costs of administering a
program. The fees authorized under this subsection may be assessed as a
(1) program application fee paid by the property owner applying to the
program;

(2) component of the interest rate on the assessment in the written

CSHB 118(ENE) -4- HB0118b
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contract between the municipality and the property owner; or

(3) combination of (1) and (2) of this subsection.

Sec. 29.49.070. Report regarding assessment program. (a) The report for a
proposed program required by AS 29.49.060 must include

(1) a map showing the boundaries of the proposed region;

(2) a form for a contract between the municipality and the property
owner specifying the terms of

(A) assessment under the program; and

(B) financing provided by a third party or the municipality, as
appropriate;

(3) if the proposed program provides for third-party financing, a form
for a contract between the municipality and the third party regarding the servicing of
the debt through assessments;

(4) a description of projects that may qualify for contractual
assessments;

(5) a plan for ensuring sufficient capital for third-party financing and,
if appropriate, raising capital for municipal financing for qualified projects;

(6) if bonds will be issued to provide capital to finance qualified
projects as part of the program as provided by AS 29.49.140,

(A) a maximum aggregate annual dollar amount for municipal
financing repaid by contractual assessments under the program;

(B) if requests appear likely to exceed the authorization
amount, a priority order for ranking a property owner's application for
financing repaid by contractual assessments; and

(C) a formula for calculating

(i) the interest rate and period during which contracting
owners would pay an assessment; and
(ii) the maximum amount of an assessment;

(7) a method for ensuring that the period of the contractual assessment

does not exceed the useful life of the qualified project that is the basis for the

assessment;
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(8) a description of the application process and eligibility requirements
for financing of qualified projects repaid by contractual assessments under the
program;

(9) a method under (b) of this section for a property owner applying to
participate in the program to demonstrate the property owner's ability to fulfill
financial obligations repaid by contractual assessments;

(10) a statement explaining the manner in which property will be
assessed and assessments will be collected;

(11) a statement explaining the lender notice requirement under
AS 29.49.080;

(12) a statement explaining the review requirement under
AS 29.49.090;

(13) adescription of marketing and participant education services to be
provided for the program;

(14) a description of quality assurance and antifraud measures to be
instituted for the program; and

(15)  the procedures for collecting the proposed contractual
assessments.

(b) The municipality shall establish a method by which a property owner shall
demonstrate financial ability based on appropriate underwriting factors, including

(1) verification that the property owner applying to participate in the
program is

(A) the legal owner of the benefited property;
(B) current on mortgage and property tax payments; and
(C) not insolvent or in bankruptcy proceedings; and

(2) an appropriate ratio between the amount of the assessment and the
assessed value of the property.

(¢) The municipality shall make the report available for public inspection

(1) on the Internet website of the municipality; and

(2) at the primary governing offices of the municipality.

Sec. 29.49.080. Notice to mortgage holder required for participation.
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Before a municipality may enter into a written contract with a record owner of real
property to impose an assessment to repay the financing of a qualified project under
this chapter, the property owner shall

(1) give the holder of a mortgage lien on the property at least 30 days'
written notice of the intention of the property owner to participate in a program under
this chapter before the written contract for assessment between the owner and the
municipality is executed; and

(2) obtain a written consent from the holder of a mortgage lien on the
property.

Sec. 29.49.090. Review required. (a) A program established under this
chapter must require a review of the energy baseline conditions for each proposed
qualified project and the projected energy savings to establish the projected energy
savings.

(b) After a qualified project is completed, the municipality shall obtain
verification that the qualified project was properly completed and is operating as
intended.

(¢) An independent third party must conduct both a baseline energy review
and a verification review under this section.

Sec. 29.49.100. Direct acquisition by owner. The proposed arrangements for
financing a qualified project may authorize the property owner to

(1) purchase directly the related equipment and materials for the
installation or modification of a qualified improvement; and

(2) contract directly, including through lease, power purchase
agreement, or other service contract, for the installation or modification of a qualified
improvement.

Sec. 29.49.110. Recording of notice of contractual assessment. (a) A
municipality that authorizes financing through contractual assessments under this
chapter shall file written notice of each contractual assessment in the real property
records of the recording district in which the property is located.

(b) The notice under (a) of this section must contain

(1) the amount of the assessment;
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(2) the legal description of the property;

(3) the name of each property owner; and

(4) a reference to the statutory assessment lien provided under this
chapter.

Sec. 29.49.120. Lien. (a) Contractual assessments under this chapter and any
interest or penalties on the assessments are liens on the property assessed and are prior
and paramount to all liens except municipal tax liens and special assessments.
Contractual assessment liens may be enforced as provided in AS 29.45.320 -
29.45.470 for enforcement of property tax liens.

(b) Contractual assessment liens run with the land, and that portion of the
assessment under the assessment contract that has not yet become due is not
eliminated by foreclosure of a property tax lien.

(c) Penalties and interest may be added to delinquent installments of the
assessments in the same manner as provided in AS 29.45.250.

(d) A municipality may recover costs and expenses, including attorney fees, in
a suit to collect a delinquent installment of an assessment in the same manner as in a
suit to collect a delinquent property tax.

Sec. 29.49.130. Collection of assessments. The governing body of a
municipality may contract with the governing body of another taxing unit to perform
the duties of the municipality relating to collection of assessments imposed by the
municipality under this chapter.

Sec. 29.49.140. Bonds or notes. (a) A municipality may issue bonds or notes
to finance qualified projects through contractual assessment under this chapter.

(b) Bonds or notes issued under this section may not be general obligations of
the municipality. The bonds or notes must be secured by one or more of the following,
as provided by the governing body of the municipality in the resolution or ordinance
approving the bonds or notes:

(1) payments of contractual assessments on benefited property in one
or more specified regions desigﬁated under this chapter;
(2) reserves established by the municipality from grants, bonds, or net

proceeds or other lawfully available funds;
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(3) municipal bond insurance, lines of credit, public or private
guaranties, standby bond purchase agreements, collateral assignments, mortgages, or
any other available means of providing credit support or liquidity; and

(4) any other funds lawfully available for purposes consistent with this
chapter.

(¢) A municipal pledge of assessments, funds, or contractual rights in
connection with the issuance of bonds or notes by the municipality under this chapter
is a first lien on the assessments, funds, or contractual rights pledged in favor of the
person to whom the pledge is given, without further action by the municipality. The
lien is valid and binding against any other person, with or without notice.

(d) Bonds or notes issued under this chapter further an essential public and
governmental purpose, including

(1) improvement of the reliability of local electrical systems;

(2) reduction of energy costs;

(3) reduction of energy demand on local utilities;

(4) economic stimulation and development;

(5) enhancement of property values; and

(6) enhancement of employment opportunities.

Sec. 29.49.150. Joint implementation. (a) Any combination of municipalities
may agree to jointly implement or administer a program under this chapter.

(b) If two or more municipalities jointly implement a program, a single public
hearing held jointly by the cooperating municipalities is sufficient to satisfy the
requirement of AS 29.49.060(a)(2).

(¢) One or more municipalities may contract with a third party, including
another municipality, to administer a program.

Sec. 29.49.160. Prohibited acts. A municipality that establishes a region under
this chapter may not

(1) make the issuance of a permit, license, or other authorization from
the municipality to a person who owns property in the region contingent on the person
entering into a written contract to repay the financing of a qualified project through

contractual assessments under this chapter; or
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(2) otherwise compel a person who owns property in the region to
enter into a written contract to repay the financing of a qualified project through
contractual assessments under this chapter.

Sec. 29.49.890. Application of chapter. This chapter applies to home rule and
general law municipalities.
Sec. 29.49.900. Definitions. In this chapter,

(1) "program" means a program established under this chapter;

(2) "qualified improvement" means a permanent improvement fixed to
real property and intended to decrease energy consumption or demand, including a
product, device, or interacting group of products or devices that uses energy
technology to generate electricity, provide thermal energy, or regulate temperature;

(3) "qualified project" means the installation or modification of a
qualified improvement;

(4) 'real property" means privately owned commercial or industrial
real property;

(5) "region" means a region designated under this chapter.

Sec. 29.49.995. Short title. This chapter may be cited as the Municipal
Property Assessed Clean Energy Act.
* Sec. 3. This Act takes effect immediately under AS 01.10.070(c).
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FISCAL NOTE ANALYSIS

STATE OF ALASKA
2015 LEGISLATIVE SESSION

Analysis

The legislation provides the opportunity for municipalities and businesses to voluntarily participate in a Municipal Assessed
Clean Energy finance program. The program would allow municipalities to create a structure where businesses could
finance energy efficiency upgrades to existing commercial properties (including the conversion to natural gas) through
traditional lending, or a municipal sources and repay the loan through an assessment charge on the individual annual
property tax assessment.
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HB 118 Property Assessed Clean Energy (PACE)

Emily Ford, energy policy and outreach manager
House Energy Committee
March 5, 2015




What is Commercial PACE?

= PACE was named one of the top 20 “world-changing ideas by Scientific
American magazine.”

= Commercial Property Assessed Clean Energy programs (PACE) allows
property owners to finance qualifying energy efficiency improvements
over time through a voluntary assessment on the property tax bill.

= \/oluntary participation by municipalities AND commercial property owners

= Mortgage holder consent is required before applications are approved and
assessments are placed

= |[mprovements can include lighting upgrades, renewable energy, conversion to
natural gas, high-efficiency boilers, and additional energy efficiency improvements

= The repayment obligation transfers with the sale of property

EEEEEEEEEEEEEEE




Benefits

= Energy efficiency upgrades are financed with capital secured by a
primary lien on the property, lower-interest capital and favorable
repayment terms can be raised from the private sector

= Allows for longer repayment periods allowing the building owner to
recognize immediate operating savings while repaying the debt

= Can use traditional lending sources

= |n Alaska, provides consistency with state energy policy, energy
efﬂcrency and renewable energy goals




Creating a PACE Program

= 31 states have authorized PACE programs

= State legislatures must provide authority for local governments to
establish and operate commercial PACE programs

= Municipalities to create the program and select financing models

g Reso_ur;es: U.S. Department of Energy, PaceNow.org, C-Pace.com




Potential PACE Models

= | ocal-government driven

= Either property assessment office or a PACE office used as interface with
commercial property owners and potential lenders

= Bond financing

= Private-sector driven
= Third-party administrator under contract with local government

= Private financing

1 - Hybrid model

= Smaller local governments can contract with other communities or reglonal
organizations to administer the program .

ok Identify all potential fui____n__ad|ng,“ls'c_)ur_(_:_e_s- (bond-s_, revolving_zljga'n'funds, pr’ivate capital){-_ :




House Bill 118

= HB 118: Muni Energy Improvement Assessments/Bonds

| = Authorizing legislation for local governments who collect
property taxes to choose to create a PACE program and allow
| commercial property owners to opt-in

= 24 eligible local governments with a total population of
639,314

,MA\

= ENERGY AUTHORITY




House Bill 118

Section 1: Amends existing AS 29.10.200 to add PACE financing to the list of items
that Home Rule Municipalities are allowed to engage in

Section 2 amends AS 29 by adding a new chapter:
AS 29.49: Municipal Property Assessed Clean Energy Act

AS 29.49.010 Exercise of Powers allows municipalities to exercise powers under
AS 29.40.060 (Judicial Review)

AS 29.49.020 Authorized Assessments would allow for a property tax assessment
to be added for financing of qualified projects on real property.

= |Improvements may not be made to vacant lots or property undergoing development
at the time of assessment

= Not to finance purchase of temporary products or anything not permanently fixed to
real property

AS 29.49.30 Written Contract for Assessment Required would require a written
contract between the local government and record owner of the real property

=
ENERGY AUTHORITY



House Bill 118

= AS 29.49.040 Establishes the program

= Authorizes local government to choose to establish a PACE program and enter
into a contract with a property owner to impose an assessment. Financing can
be provided by the municipality or a third-party.

= |f third-party financing is used, the municipality, third-party financer and real
property owner must all enter into a contract

= The assessment imposed may cover some costs for the commercial property
owner, including permit and lenders fees, administration, and project
development and engineering costs

= AS 29.49.050 Designates the Eligible Region

= The municipality’s governing body may designate one or more area(s) of the
munrupahty (W|th|n ItSjurISdICtlon) as a PACE-eligible reglon( )




House Bill 118

= AS 25.49.060 Defines the Procedure to Create the Program

= If the municipality chooses to create a PACE program the governing body of a
municipality must (in order):

= 1) Adopt a resolution of intent that

shows that providing the PACE program serves a valid public purpose

includes a statement the municipality intents to make PACE available to property owners
includes a description of qualified projects '

describes the boundaries of the region

~describes the available financing for qualified projects (i.e. bonds, local lenders, etc.)

describes the munlr:lpa[ debt serwcmg procedures if third- -party ﬂnancmg isused
describes how the publ[c can access the program report requnred by AS 29.29. 070
Identifymg the time and place for a pub[lc hearing

|dent|f|es public contacts regardmg the collectlon of the proposed contractual assessments : -

/= |
i @=NS ENERGY AUTHORITY




House Bill 118

= AS 29.49.060 Defines the Procedure to Create the Program

| = The governing body of a municipality must:

l = 2) hold a public hearing with opportunity for public comment

= 3) adopt an ordinance establishing the terms of the program, including each item included in
the publicly-available program report required by AS 29.49.070

| = Each aspect of the program can only be amended after another public hearing

= A municipality may hire and set compensation for a program administrator, staff
or contract for professional services

= A municipality may impose fees to offset the costs of administering the program,
to include an application fee and/or a component of the interest rate

/=
¥ s ENERGY AUTHORITY.



House Bill 118

= AS 29.49.070 Requires a Publicly-Available Program Report (as required by
AS 29.49.060)

= The report must include:

a map of the program region boundaries

a form contract between the municipality and the property owner that specifies the terms of the
assessment and any financing, including third-party and municipal

if appropriate a form contract between the municipalities and the third-party financer regarding
the servicing of the debt through assessments

a description of qualified projects
a plan for ensuring sufficient capital
if bonds are used the report must include:

= a maximum aggregate annual dollar amount for financing

= a method for ranking requests from property owners

= a method for determining the interest rate and maximum amount of an assessment _
a m‘etl';od for ensuring the repayment period does not exceed the useful life of the qualified
projec ‘ :

/=
D ENERGY AUTHORITY.



House Bill 118

= AS 29.49.070 Requires a Publicly-Available Program Report (continued)

= The report must include:
= a description of the application process and eligibility requirements

a method for ensuring qualified applicants can demonstrate financial ability to fulfill financial
obligations and verify the applicant is the legal owner of the property, is current on
mortgage and property taxes and is not insolvent or in bankruptcy

= an explanation of the assessment and collection process

| = an explanation of the lender notice requirement provided by AS 29.40.080

| = an explanation of the review requirement provided by AS 29.49.090

| = a description of the marketing and education services to be provided

| = a description of quality assurance and antifraud measures

| = collection procedures | '

‘ ' : = arequirement for an appropriate ratio between the asséSSment and property value

| = The report must be available online and at the municipal offices

- =D ENERGY AUTHORITY




House Bill 118

= AS 29.49.080 Notice to Mortgage Holder Required

= The holder of any mortgage lien on the property must be given written notice
within 30 days before the contract is executed

= Written consent from the mortgage lien holder must be obtained

= AS 29.49.090 Review Required
= A third-party baseline energy audit and projected energy savings are required

= Once a qualified project is complete, the municipality shall obtain third-party
verification that the project was properly completed and operating as intended

o AS 29.49.100 Direct Acqmsmon by Owner

= The property owner may be authorized to purchase directly the related
~ equipment and materials or contract directly, including through lease, power
purchase agreement or other service contract for the lnstallatlon or

modlftcatlonofaquallfled |mprovement - -~ L ' |
' e - /--/A‘\-Lfs%ﬂ\\j
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House Bill 118

= AS 29.49.110 Contractual Assessment must be Noticed

= Written notice of each contractual assessment shall be filed by the municipality in the real
property records, including the assessment amount, legal description of the property, name of
eﬁc property owner and the reference to the statutory assessment lien provided under this
chapter

= AS 259.49.210 Contractual Assessments and any Interest or Penalties are Primary
Liens on the Property

= exceptions are municipal tax liens and special assessments

= enforcement provided in AS 29.45.320-470

= contractual assessment liens stay with the land and not eliminated by foreclosure

= penalties and interest may be added to delinquent installments, as provided in AS. 29.45.250

. municlzipalities may recover cost and expenses, including attorney fees to collect a delinquent
installment -'

= AS 29.49.130 Collection of Assessments

= The governing body of a municipality may co'rift'r;ct with the governing body"of another taxing
~unit to collect assessments as outlined under this chapter . e -




House Bill 118

= AS 29.49.140 Municipalities may Issue Bonds or Notes to Finance Qualified
Projects

= These may not be general obligations bonds and must be secured by one or more of the
following:

= municipal reserves from grants, bonds, or net proceeds and other lawfully available funds

= municipal bond insurance, lines of credit, public or private guarantees, standby bond purchase

|

1 = payments of the contractual assessments

\

| agreements, collateral assighments, mortgages, or available means of providing credit support or liquidity

’ = any other funds lawfully available for purposes consistent with this chapter
|

= A municipal pledge of assessments, funds, or contractual rights in connection with the issuance
| of bonds is a first lien valid and binding against any other person, with or without notice

= Bonds or notes issued must further an essential public and governmental purpose, including
reducing energy costs, improving electrical reliability, reduction of energy demand on utilities,
economic development, employment and enhancement of property values

amms ENERGY AUTHORITY
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House Bill 118

= AS 29.49.150 Joint Implementation

= Any combination of municipalities may agree to jointly implement or administer a program or
contract with a third party. A public hearing as outlined in AS 29.49.060 is required.

= AS 29.49.160 Prohibited Acts states that the program must be voluntary

* A municipality that establishes a PACE region may not compel a property owner to use PACE or,
make any permit, license, or authorization contingent on a property owner using PACE.

= AS 29.49.890 Allows the proposed PACE provisions to be available to Home Rule
and General Law Municipalities

= AS 29.49.900 Adds Definitions of Program, Qualified Improvement, Qualified
Project, Real Property and Region.

= AS 29.49.995 Adds the Short Title “Municipal Property Assessed Clean Energy Act.”

= Section 3 Establishes an Immediate Effective Date

EEEEEEEEEEEEEEE
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Shutts
3/21/15

CS FOR HOUSE BILL NO. 118(ENE)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-NINTH LEGISLATURE - FIRST SESSION
BY THE HOUSE SPECIAL COMMITTEE ON ENERGY

Offered:
Referred:

Sponsor(s): HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

A BILL
FOR AN ACT ENTITLED
"An Act adopting the Municipal Property Assessed Clean Energy Act; authorizing
municipalities to establish programs to impose assessments for energy improvements in
regions designated by municipalities; imposing fees; and providing for an effective

date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 29.10.200 is amended by adding a new paragraph to read:
(65) AS 29.49 (energy improvement assessment programs).
* Sec. 2. AS 29 is amended by adding a new chapter to read:
Chapter 49. Municipal Property Assessed Clean Energy Act.
Sec. 29.49.010. Exercise of powers. A municipality that establishes a program
under AS 29.49.060 may exercise powers granted under this chapter.
Sec. 29.49.020. Authorized assessments. (a) A municipality may impose an
assessment under this chapter to repay the financing of qualified projects on real

property located in a region designated under this chapter.
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(b) An assessment under this chapter may not be imposed to repay the

financing of

(1) facilities for undeveloped lots or lots undergoing development at
the time of the assessment; or

(2) the purchase or installation of products or devices not permanently
fixed to real property.

Sec. 29.49.030. Written contract for assessment required. A municipality
may impose an assessment under this chapter only under a written contract with the
record owner of the real property assessed.

Sec. 29.49.040. Establishment of program. (a) The governing body of a
municipality may establish a program under this chapter.

(b) A municipality that establishes a program under this chapter may enter into
a written contract with a record owner of real property in a region designated under
this chapter to impose an assessment to repay the financing of a qualified project on
property of the owner. The financing repaid through assessments may be provided by
a third party or, if authorized by municipal ordinance, by the municipality.

(c) Ifa program provides for third-party financing, when a municipality enters
into a contract under (b) of this section, the municipality shall enter into a written
contract with the third party providing for the municipality to service the debt through
assessments.

(d) If a program provides for municipal financing, the municipality shall enter
into a written contract with the record owner of the real property to finance the
qualified project through assessments.

(¢) The financing for which assessments are imposed may be for costs of the
project, including

(1) the cost of materials and labor necessary for installation or
modification of a qualified improvement;

(2) permit fees;

(3) inspection fees;

(4) lender's fees;

(5) program application and administrative fees;
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(6) project development and engineering fees;

(7) third-party review fees, including verification review fees, under
AS 29.49.090; and

(8) any other fees or costs that may be incurred by the property owner
incident to the installation, modification, or improvement on a specific or pro rata
basis, as determined by the municipality.

Sec. 29.49.050. Designation of region. (a) The governing body of a
municipality may designate an area of the municipality as a region where a record
owner of real property in the region may enter into a written contract to impose an
assessment to repay the financing of a qualified project by the owner on the owner's
property and, if authorized by the municipal program, finance the qualified project.

(b) An area designated as a region by the governing body of a municipality
under this section

(1) may include the entire municipality; and
(2) must be located wholly within the municipality's jurisdiction.

(c) For purposes of determining a municipality's jurisdiction under (b)(2) of
this section, the municipality's extraterritorial jurisdiction may be included.

(d) A municipality may designate more than one region. If multiple regions
are designated, the regions may be separate, overlapping, or coterminous.

Sec. 29.49.060. Procedure for establishment of program. (a) To establish a
program under this chapter, the governing body of a municipality shall take the
following actions in the following order:

(1) adopt a resolution of intent that includes

(A) a finding that financing qualified projects through
contractual assessments serves a valid public purpose;

(B) a statement that the municipality intends to allow property
owners to make contractual assessments to repay financing for qualified
projects;

(C) a description of qualified projects that may be subject to
contractual assessments;

(D) a description of the boundaries of the region;
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(E) a description of any proposed arrangements to make third-
party financing available or any financing the municipality will provide for
qualified projects;

(F) a description of municipal debt servicing procedures for
any third-party financing and assessments;

(G) a notice of the report on the proposed program required
under AS 29.49.070 and the location where the report is available for public
inspection;

(H) the time and place for a public hearing on the proposed
program; and

(I) the names of the local official who administers the program
and the appropriate assessor or person who collects the proposed contractual
assessments with property taxes imposed on the assessed property;

(2) hold a public hearing at which the public may comment on the
proposed program and the report prepared under AS 29.49.070; and

(3) adopt an ordinance establishing the program and the terms of the
program, including

(A) each item included in the report required under
AS 29.49.070, which may be incorporated by reference; and

(B) a description of each aspect of the program that may not be
amended unless another public hearing is held.

(b) A municipality may
(1) hire and set the compensation of a program administrator and
program staff; or
(2) contract for professional services necessary to administer a
program.
(¢) A municipality may impose fees to offset the costs of administering a
program. The fees authorized under this subsection may be assessed as a
(1) program application fee paid by the property owner applying to the
program;

(2) component of the interest rate on the assessment in the written
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contract between the municipality and the property owner; or

(3) combination of (1) and (2) of this subsection.

Sec. 29.49.070. Report regarding assessment program. (a) The report for a
proposed program required by AS 29.49.060 must include

(1) a map showing the boundaries of the proposed region;

(2) a form for a contract between the municipality and the property
owner specifying the terms of

(A) assessment under the program; and

(B) financing provided by a third party or the municipality, as
appropriate;

(3) if the proposed program provides for third-party financing, a form
for a contract between the municipality and the third party regarding the servicing of
the debt through assessments;

(4) a description of projects that may qualify for contractual
assessments;

(5) a plan for ensuring sufficient capital for third-party financing and,
if appropriate, raising capital for municipal financing for qualified projects;

(6) if bonds will be issued to provide capital to finance qualified
projects as part of the program as provided by AS 29.49.140,

(A) a maximum aggregate annual dollar amount for municipal
financing repaid by contractual assessments under the program;

(B) if requests appear likely to exceed the authorization
amount, a priority order for ranking a property owner's application for
financing repaid by contractual assessments; and

(C) a formula for calculating

(i) the interest rate and period during which contracting
owners would pay an assessment; and
(i) the maximum amount of an assessment;

(7) a method for ensuring that the period of the contractual assessment

does not exceed the useful life of the qualified project that is the basis for the

assessment;
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(8) adescription of the application process and eligibility requirements
for financing of qualified projects repaid by contractual assessments under the
program;

(9) a method under (b) of this section for a property owner applying to
participate in the program to demonstrate the property owner's ability to fulfill
financial obligations repaid by contractual assessments;

(10) a statement explaining the manner in which property will be
assessed and assessments will be collected;

(11) a statement explaining the lender notice requirement under
AS 29.49.080;

(12) a statement explaining the review requirement under
AS 29.49.090;

(13) a description of marketing and participant education services to be
provided for the program;

(14) a description of quality assurance and antifraud measures to be
instituted for the program; and

(15) the procedures for collecting the proposed contractual
assessments.

(b) The municipality shall establish a method by which a property owner shall
demonstrate financial ability based on appropriate underwriting factors, including

(1) verification that the property owner applying to participate in the
program is

(A) the legal owner of the benefited property;
(B) current on mortgage and property tax payments; and
(C) not insolvent or in bankruptcy proceedings; and

(2) an appropriate ratio between the amount of the assessment and the
assessed value of the property.

(c) The municipality shall make the report available for public inspection

(1) on the Internet website of the municipality; and

(2) at the primary governing offices of the municipality.

Sec. 29.49.080. Notice to mortgage holder required for participation.
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Before a municipality may enter into a written contract with a record owner of real
property to impose an assessment to repay the financing of a qualified project under
this chapter, the property owner shall

(1) give the holder of a mortgage lien on the property at least 30 days'
written notice of the intention of the property owner to participate in a program under
this chapter before the written contract for assessment between the owner and the
municipality is executed; and

(2) obtain a written consent from the holder of a mortgage lien on the
property.

Sec. 29.49.090. Review required. (a) A program established under this
chapter must require a review of the energy baseline conditions for each proposed
qualified project and the projected energy savings to establish the projected energy
savings.

(b) After a qualified project is completed, the municipality shall obtain
verification that the qualified project was properly completed and is operating as
intended.

(c) An independent third party must conduct both a baseline energy review
and a verification review under this section.

Sec. 29.49.100. Direct acquisition by owner. The proposed arrangements for
financing a qualified project may authorize the property owner to

(1) purchase directly the related equipment and materials for the
installation or modification of a qualified improvement; and

(2)  contract directly, including through lease, power purchase
agreement, or other service contract, for the installation or modification of a qualified
improvement.

Sec. 29.49.110. Recording of notice of contractual assessment. (a) A
municipality that authorizes financing through contractual assessments under this
chapter shall file written notice of each contractual assessment in the real property
records of the recording district in which the property is located.

(b) The notice under (a) of this section must contain

(1) the amount of the assessment;
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(2) the legal description of the property;

(3) the name of each property owner; and

(4) a reference to the statutory assessment lien provided under this
chapter.

Sec. 29.49.120. Lien. (a) Contractual assessments under this chapter and any
interest or penalties on the assessments are liens on the property assessed and are prior
and paramount to all liens except municipal tax liens and special assessments.
Contractual assessment liens may be enforced as provided in AS 29.45.320 -
29.45.470 for enforcement of property tax liens.

(b) Contractual assessment liens run with the land, and that portion of the
assessment under the assessment contract that has not yet become due is not
eliminated by foreclosure of a property tax lien.

(c) Penalties and interest may be added to delinquent installments of the
assessments in the same manner as provided in AS 29.45.250.

(d) A municipality may recover costs and expenses, including attorney fees, in
a suit to collect a delinquent installment of an assessment in the same manner as in a
suit to collect a delinquent property tax.

Sec. 29.49.130. Collection of assessments. The governing body of a
municipality may contract with the governing body of another taxing unit to perform
the duties of the municipality relating to collection of assessments imposed by the
municipality under this chapter.

Sec. 29.49.140. Bonds or notes. (a) A municipality may issue bonds or notes
to finance qualified projects through contractual assessment under this chapter.

(b) Bonds or notes issued under this section may not be general obligations of
the municipality. The bonds or notes must be secured by one or more of the following,
as provided by the governing body of the municipality in the resolution or ordinance
approving the bonds or notes:

(1) payments of contractual assessments on benefited property in one
or more specified regions designated under this chapter;
(2) reserves established by the municipality from grants, bonds, or net

proceeds or other lawfully available funds;
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(3) municipal bond insurance, lines of credit, public or private
guaranties, standby bond purchase agreements, collateral assignments, mortgages, or
any other available means of providing credit support or liquidity; and

(4) any other funds lawfully available for purposes consistent with this
chapter.

(¢) A municipal pledge of assessments, funds, or contractual rights in
connection with the issuance of bonds or notes by the municipality under this chapter
is a first lien on the assessments, funds, or contractual rights pledged in favor of the
person to whom the pledge is given, without further action by the municipality. The
lien is valid and binding against any other person, with or without notice.

(d) Bonds or notes issued under this chapter further an essential public and
governmental purpose, including

(1) improvement of the reliability of local electrical systems;

(2) reduction of energy costs;

(3) reduction of energy demand on local utilities;

(4) economic stimulation and development;

(5) enhancement of property values; and

(6) enhancement of employment opportunities.

Sec. 29.49.150. Joint implementation. (a) Any combination of municipalities
may agree to jointly implement or administer a program under this chapter.

(b) If two or more municipalities jointly implement a program, a single public
hearing held jointly by the cooperating municipalities is sufficient to satisfy the
requirement of AS 29.49.060(a)(2).

() One or more municipalities may contract with a third party, including
another municipality, to administer a program.

Sec. 29.49.160. Prohibited acts. A municipality that establishes a region under
this chapter may not

(1) make the issuance of a permit, license, or other authorization from
the municipality to a person who owns property in the region contingent on the person
entering into a written contract to repay the financing of a qualified project through

contractual assessments under this chapter; or
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(2) otherwise compel a person who owns property in the region to
enter into a written contract to repay the financing of a qualified project through
contractual assessments under this chapter.

Sec. 29.49.890. Application of chapter. This chapter applies to home rule and
general law municipalities.
Sec. 29.49.900. Definitions. In this chapter,

(1) "program" means a program established under this chapter;

(2) "qualified improvement" means a permanent improvement fixed to
real property and intended to decrease energy consumption or demand, including a
product, device, or interacting group of products or devices that uses energy
technology to generate electricity, provide thermal energy, or regulate temperature;

(3) "qualified project" means the installation or modification of a
qualified improvement;

(4) 'real property" means privately owned commercial or industrial
real property;

(5) "region" means a region designated under this chapter.

Sec. 29.49.995. Short title. This chapter may be cited as the Municipal
Property Assessed Clean Energy Act.
* Sec. 3. This Act takes effect immediately under AS 01.10.070(c).
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CS FOR HOUSE BILL NO. 118(ENE)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-NINTH LEGISLATURE - FIRST SESSION

BY THE HOUSE SPECIAL COMMITTEE ON ENERGY

Offered:
Referred:

Sponsor(s): HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

A BILL

FOR AN ACT ENTITLED
"An Act adopting the Municipal Property Assessed Clean Energy Act; authorizing
municipalities to establish programs to impose assessments for energy improvements in
regions designated by municipalities; imposing fees; and providing for an effective

date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 29.10.200 is amended by adding a new paragraph to read:

(65) AS 29.49 (energy improvement assessment programs).

* Sec. 2. AS 29 is amended by adding a new chapter to read:
Chapter 49. Municipal Property Assessed Clean Energy Act.

Sec. 29.49.010. Exercise of powers. A municipality that establishes a program

in—accordance—with-the—requirements—provided-byunder AS 29.49.060 may exercise
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powers granted under this chapter.

Sec. 29.49.020. Authorized assessments. (a) A®nA municipality may impose

an assessment under this chapter-may-be—mpesed to repay the financing of qualified
projects on real property located in a region designated under this chapter.

(b) An assessment under this chapter may not be imposed to repay the
financing of

(1) facilities for undeveloped lots or lots undergoing development at
the time of the assessment; or

(2) the purchase or installation of products or devices not permanently
fixed to real property.

Sec. 29.49.030. Written contract for assessment required. A municipality
may impose an assessment under this chapter only under a written contract with the
record owner of the real property to-be-assessed.

Sec. 29.49.040. Establishment of program. (a) The governing body of a
municipality may determine—that—it—is—convenient—and—advantageous—to—establish a
program under this chapter.

(b) FheA municipality that establishes a program under this chapter may enter
into a written contract with a record owner of real property in a region designated
under this chapter to impose an assessment to repay the financing by-an-ewner-of a
qualified project on property of the owner. The financing te—be—repaid through
assessments may be provided by a third party or, if authorized by the
pregrammunicipal ordinance, by the municipality.

(¢) If thea program provides for third-party financing, thewhen a municipality
that-enters into a written-contract with-a-preperty-owner-under (b) of this section-ust
alse. the municipality shall enter into a written contract with the third party that

provides—fnaneing—for—a—equalified—projeet—under—the—pregram—providing for the

municipality to service the debt through assessments.

(d) If thea program provides for munieipabitymunicipal financing, the
municipality shall enter into a written contract desertbed-by—(bjwith the record owner
of this—seetion—must-be—a—econtraetthe real property to finance the qualified project

through assessments.
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(e) The financing for which assessments are imposed may inehadebe for costs

of the project, including

(1) the cost of materials and labor necessary for installation or
modification of a qualified improvement;

(2) permit fees;

(3) inspection fees;

(4) lender's fees;

(5) program application and administrative fees;

(6) project development and engineering fees;

(7) third-party review fees, including verification review fees, under
AS 29.49.090; and

(8) any other fees or costs that may be incurred by the property owner
incident to the installation, modification, or improvement on a specific or pro rata
basis, as determined by the municipality.

Sec. 29.49.050. Designation of region. (a) The governing body of a

municipality may determine—that-it—is—convenient-and-advantageous—to—designate an
area of the municipality as a region withinwhich-the-munieipality-andwhere a record

ewnersowner of real property in the region may enter into a written eentractscontract
to impose assessmentsan assessment to repay the financing of a qualified
proejeetsproject by ewnersthe owner on theirthe owner's property and, if authorized by
the munieipatitymunicipal program, finance the qualified project.
(b) An area designated as a region by the governing body of a municipality
under this section
(1) may include the entire municipality; and
(2) must be located wholly within the municipality's jurisdiction.
(c) For purposes of determining a municipality's jurisdiction under (b)(2) of
this section, the municipality's extraterritorial jurisdiction may be included.
(d) A municipality may designate more than one region. If multiple regions
are designated, the regions may be separate, overlapping, or coterminous.
Sec. 29.49.060. Procedure for establishment of program. (a) To establish a
program under this chapter, the governing body of a municipality sustshall take the
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following actions in the following order:
(1) adopt a resolution of intent that includes-a

(A) a finding that—f-apprepriate; financing qualified projects
through contractual assessments isserves a valid public purpose;

(B) a statement that the municipality intends to allow property
owners to _make contractual assessments to repay financing for qualified
projects-available-to-property-owners;

(C) adescription of the-types-ef-qualified projects that may be
subject to contractual assessments;

(D) adescription of the boundaries of the region;

(E) a description of any proposed arrangements ferto make
third-party financing te—be—available or any financing the municipality
financing-to-be-providedwill provide for qualified projects;

(F) a_description of wmunieipatitymunicipal debt servicing
procedures #for any third-party financing witl-be—provided-and assessments

e " ! e third e lobt:

(G) refereneetea notice of the report on the proposed program
as-previded-byrequired under AS 29.49.070; and-a-statement—identifying the
location where the report is available for public inspection;

(H) statement-of-the time and place for a public hearing on the
proposed program; and

(I) a-—statement—identifiing-the appropriatenames of the local

official who administers the program and the appropriate assessor-eoHeetorfor

purpeses—of—consulting—regarding—coleeting_or person who collects the

proposed contractual assessments with property taxes imposed on the assessed

property;
(2) hold a public hearing at which the public may comment on the
proposed program-—inechuding and the report required-byprepared under AS 29.49.070;
and
(3) adopt a—reselutionan ordinance establishing the program and the

terms of the program, including
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(A) each item included in the report required under

AS 29.49.070. which may be incorporated by reference; and

(B) a description of each aspect of the program that may not be
amended enby-afterunless another public hearing is held.

£d(b) A municipality may
(1) hire and set the compensation of a program administrator and
program staff; or
(2) contract for professional services necessary to administer a
program.
(ec) A municipality may impose fees to offset the costs of administering a

program. The fees authorized byunder this subsection may be assessed as a

(1) program application fee paid by the property owner
requestingapplying to partieipaten-the program;
(2) component of the interest rate on the assessment in the written
contract between the municipality and the property owner; or
(3) combination of (1) and (2) of this subsection.
Sec. 29.49.070. Report regarding assessment_program. (a) The report for a
proposed program required by AS 29.49.060 must include
(1) a map showing the boundaries of the proposed region;
(2) a form_for a contract between the municipality and the property
owner specifying the terms of
(A) assessment under the program; and
(B) financing provided by a third party or the municipality, as
appropriate;
(3) if the proposed program provides for third-party financing, a form
for a contract between the munieipatitiesmunicipality and the third party regarding the

HBOH8a -5- HBCSHB 118(ENE)
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servicing of the debt through assessments;

(4) a description of types—of-qualified—projects that may be-subjeet
tequalify for contractual assessments;

(5) a plan for ensuring sufficient capital for third-party financing and,
if appropriate, raising capital for munieipatitymunicipal financing for qualified
projects;

(6) if bonds will be issued to provide capital to finance qualified
projects as part of the program as provided by AS 29.49.140,-a

(A) amaximum aggregate annual dollar amount for municipal
financing threughrepaid by contractual assessments te—be—provided—by—the
marteipatity-under the program;

B)—methed—(B) if requests appear likely to exceed the
authorization amount. a priority order for ranking requests—frema property

ewnersowner's application for financing threughrepaid by contractual
assessments—m—priority—order—H—requests—appear—hkely—to—execeed—the
autherization-ameount; and

(C) metheda formula for determiningcalculating

(i) the interest rate and period during which contracting

owners would pay an assessment; and
(ii) the maximum amount of an assessment;

(7) a method for ensuring that the period of the contractual assessment
does not exceed the useful life of the qualified project that is the basis for the
assessment;

(8) a description of the application process and eligibility requirements
for financing of qualified projects te—be-repaid threushby contractual assessments
under the program;

(9) a method as-preseribed-by-under (b) of this section for ensuring
thata property ewners—requestingowner applying to participate in the program to
demonstrate the finaneialproperty owner's ability to fulfill financial obligations te-be

repaid threughby contractual assessments;

(10) a statement explaining the manner in which property will be
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1 assessed and assessments will be collected;
2 (11) a statement explaining the lender notice requirement provided
3 byunder AS 29.49.080;
4 (12) a statement explaining the review requirement provided-byunder
5 AS 29.49.090;
6 (13) adescription of marketing and participant education services to be
7 provided for the program;
8 (14) a description of quality assurance and antifraud measures to be
9 instituted for the program; and
10 (15)  the procedures for collecting the proposed contractual
11 assessments.
12 (b) The municipality shall establish a method for-ensurine—ademonsteation
13 ofby which a property owner shall demonstrate financial ability under—{a Mol this
14 seetion-ust-be-based on appropriate underwriting factors, including
15 (1) previdingforverification that
16 tA)- the property owner requestingapplying to participate waderin the
17 program is
18 (#A) the legal owner of the benefited property;
19 (#B) current on mortgage and property tax payments; and
20 (#C) not insolvent or in bankruptcy proceedings; and
21 (2) requiring—an appropriate ratio efbetween the amount of the
22 assessment teand the assessed value of the property.
23 (¢) The municipality shall make the report available for public inspection
24 (1) on the Internet website of the municipality; and
25 (2) at the primary governing offices of the municipality.
26 Sec. 29.49.080. Notice to mortgage holder required for participation.
27 Before a municipality may enter into a written contract with a record owner of real
28 property to impose an assessment to repay the financing of a qualified project under
29 this chapter, the property owner shall
30 (1) give the holder of asnya mortgage lien on the property must—be
31 givenal least 30 days' written notice of the intention of the property owner to
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participate in a program under this chapter netlater—than-30-days-before the datethe

written contract for assessment between the owner and the municipality is executed;
and
(2) obtain a written consent from the holder of thea mortgage lien on
the property-must-be-obtained.
Sec. 29.49.090. Review required. (a) A program established under this

chapter must require for—each—proposed—qualified—project—a review of the energy

baseline conditions_for each proposed gualified project and the projected energy

savings to establish the projected energy savings.

(b) After a qualified project is completed, the municipality shall obtain
verification that the qualified project was properly completed and is operating as
intended.

(¢) An independent third party must conduct both a baseline energy review
and a verification review under this section.

Sec. 29.49.100. Direct acquisition by owner. The proposed arrangements for
financing a qualified project may authorize the property owner to

(1) purchase directly the related equipment and materials for the
installation or modification of a qualified improvement; and

(2)  contract directly, including through lease, power purchase
agreement, or other service contract, for the installation or modification of a qualified
improvement.

Sec. 29.49.110. Recording of notice of contractual assessment-reguired. (a)
A municipality that authorizes financing through contractual assessments under this
chapter shall file written notice of each contractual assessment in the real property
records of the recording district in which the property is located.

(b) The notice under (a) of this section must contain

(1) the amount of the assessment;

(2) the legal description of the property;

(3) the name of each property owner; and

(4) a reference to the statutory assessment lien provided under this

chapter.

CSHB 118(ENE) -8- HBOH8a
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Sec. 29.49.120. Lien. (a) Contractual assessments under this chapter and any
interest or penalties on the assessments are liens on the property assessed and are prior
and paramount to all liens except municipal tax liens and special assessments.
Contractual assessment liens may be enforced as provided in AS 29.45.320 -
29.45.470 for enforcement of property tax liens.

(b) Contractual assessment liens run with the land, and that portion of the
assessment under the assessment contract that has not yet become due is not
eliminated by foreclosure of a property tax lien.

(¢) Penalties and interest may be added to delinquent installments of the
assessments in the same manner as provided in AS 29.45.250.

(d) A municipality may recover costs and expenses, including attorney fees, in
a suit to collect a delinquent installment of an assessment in the same manner as in a
suit to collect a delinquent property tax.

Sec. 29.49.130. Collection of assessments. The governing body of a
municipality may contract with the governing body of another taxing unit to perform
the duties of the municipality relating to collection of assessments imposed by the
municipality under this chapter.

Sec. 29.49.140. Bonds or notes. (a) A municipality may issue bonds or notes
to finance qualified projects through contractual assessment under this chapter.

(b) Bonds or notes issued under this section may not be general obligations of
the municipality. The bonds or notes must be secured by one or more of the following,
as provided by the governing body of the municipality in the resolution or ordinance
approving the bonds or notes:

(1) payments of contractual assessments on benefited property in one
or more specified regions designated under this chapter;

(2) reserves established by the municipality from grants, bonds, or net
proceeds or other lawfully available funds;

(3) municipal bond insurance, lines of credit, public or private
guaranties, standby bond purchase agreements, collateral assignments, mortgages, or
any other available means of providing credit support or liquidity; and

(4) any other funds lawfully available for purposes consistent with this

HBOH8a -9- HBCSHB 118(ENE)
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chapter.

() A munieipalitymunicipal pledge of assessments, funds, or contractual
rights in connection with the issuance of bonds or notes by the municipality under this
chapter is a first lien on the assessments, funds, or contractual rights pledged in favor
of the person to whom the pledge is given, without further action by the municipality.
The lien is valid and binding against any other person, with or without notice.

(d) Bonds or notes issued under this chapter further an essential public and
governmental purpose, including

(1) improvement of the reliability of local electrical systems;
(2) reduction of energy costs;

(3) reduction of energy demand on local utilities;

(4) economic stimulation and development;

(5) enhancement of property values; and

(6) enhancement of employment opportunities.

Sec. 29.49.150. Joint implementation. (a) Any combination of municipalities
may agree to jointly implement or administer a program under this chapter.

(b) If two or more municipalities jointly implement a program4eintly, a single
public hearing held jointly by the cooperating municipalities is sufficient to satisfy the
requirement of AS 29.49.060(a)(2).

(c) One or more municipalities may contract with a third party, including
another municipality, to administer a program.

Sec. 29.49.160. Prohibited acts. A municipality that establishes a region under
this chapter may not

(1) make the issuance of a permit, license, or other authorization from
the municipality to a person who owns property in the region contingent on the person
entering into a written contract to repay the financing of a qualified project through
contractual assessments under this chapter; or

(2) otherwise compel a person who owns property in the region to
enter into a written contract to repay the financing of a qualified project through
contractual assessments under this chapter.

Sec. 29.49.890. Application of chapter. This chapter applies to home rule and

CSHB 118(ENE) -10- HBOHS8a
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general law municipalities.

Sec. 29.49.900. Definitions. In this chapter,

(1) "program" means a program established under this chapter;

(2) "qualified improvement" means a permanent improvement fixed to
real property and intended to decrease energy consumption or demand, including a
product, device, or interacting group of products or devices on-the-customer'sside-of
the-meter-that uses energy technology to generate electricity, provide thermal energy,
or regulate temperature;

(3) "qualified project" means the installation or modification of a
qualified improvement;

(4) "real property" means privately owned commercial or industrial
real property;

(5) "region" means a region designated under this chapter.

Sec. 29.49.995. Short title. This chapter may be cited as the Municipal

Property Assessed Clean Energy Act.

* Sec. 23. This Act takes effect immediately under AS 01.10.070(c).
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DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY

(907) 465-3867 or 465-2450 STATE OF ALASKA State Capitol
Juneau, Alaska 99801-1182
Deliveries to: 129 6th St., Rm. 329

MEMORANDUM March 21, 2015

SUBJECT: Edits to conform to the Manual of Legislative Drafiing and style
used in the Alaska Statutes
(CSHB 118(ENE); Work Order No. 29-GH1021\W)

TO: Representative Liz Vazquez
Attn: Joshua Walton

FROM: Susie L. Shutts

Legislative Counsel
Enclosed is the House Energy Committee Substitute for HB 118 that you requested.
Edits to conform to the Manual of Legislative Drafting and the Alaska Statutes

This version has been edited to conform to the Manual of Legislative Drafiing and to the
style used in the Alaska Statutes.

As a general rule, the Alaska Statutes use the active rather than the passive voice and
identify the actor who has a duty.! There are several instances where this bill benefits
from replacing the passive voice with an active construction. For example, page 6,
lines 21 - 22 currently reads "The method for ensuring a demonstration of financial
ability under (a)(9) of this section must be based on appropriate underwriting factors."
This version changes that phrase so that the municipality is identified as the actor: "The
municipality shall establish a method by which a property owner shall demonstrate
financial ability based on appropriate underwriting factors."

There are other instances where edits in this CS aim to clarify ambiguities in the bill,
including the deletion of unnecessary language. For example, on page 4, line 13, the
"collector for purposes of collecting the proposed contractual assessments" now reads
"person who collects the proposed contractual assessments." In addition, terms have
been edited to be more consistent and concise. For example, a property owner is now
described as "applying to the program" throughout the bill instead of, as on page 4,
line 30, "requesting to participate in the program."”

In other instances, this CS eliminates repetition and alters syntax to prevent confusion.

! See the Manual of Legislative Drafting (2015), p. 66 ("As a general rule, use the active
rather than the passive voice. This is especially important where it would otherwise be
unclear just who is to do what the statute seeks to have done.").




Representative Liz Vazquez
March 21, 2015
Page 2

Public hearing provision
On page 4, lines 21 - 22, under AS 29.49.060(a)(3)(B), a municipality must adopt an

ordinance that establishes the program and its terms, including "a description of each
aspect of the program that may be amended only after another public hearing is held."

This requirement seems unnecessary since under AS 29.25.020, the general procedure for
adopting an ordinance, except for an emergency ordinance, requires that the ordinance
"be set by the governing body for a public hearing by the affirmative vote of a majority of
the votes authorized on the question,"? "at least five days before the public hearing a
summary of the ordinance shall be published together with a notice of the time and place
for the hearing," "copies of the ordinance shall be available to all persons present at the
hearing, or the ordinance shall be read in full," and "during the hearing the governing
body shall hear all interested persons wishing to be heard."s AS 29.25.020 only applies
to general law municipalities. AS 29.20.020, which applies to home rule and general law
municipalities, requires that meetings be public as provided in AS 44.62.310 and that the
governing body "provide reasonable opportunity for the public to be heard at regular and
special meetings."

General law municipalities

AS 29.49.890 of this bill states that AS 29.49 applies to home rule and general law
municipalities. And AS 29.49.010 states that "[a] municipality that establishes a program
under AS 29.49.060 may exercise powers granted under this chapter." Despite these
provisions, it is unclear whether all general law municipalities would be authorized to
establish programs under AS 29.49 by mere passage of CSHB 118(ENE) or whether a
municipality would still need to acquire the powers otherwise authorized under AS 29.49.
It is also unclear whether the powers granted by AS 29.49 could be exercised by all
general law boroughs on an areawide basis.

If the intent of this bill is to authorize all boroughs to establish programs under this
chapter, then it might be better to amend AS 29.35.200, AS 29.35.210, and AS 29.35.220
and specifically provide that these general law boroughs may provide for energy
improvement assessment programs on an areawide basis.$

2 AS 29.25.020(b)(2).
3 AS 29.25.020(b)(3).
+ AS 29.25.020(b)(4).
5 AS 29.25.020(b)(5).
¢ A third class borough's powers are particularly limited. Under AS 29.35.220(b), a third

class borough may not exercise a power on an areawide basis other than education and
tax assessment and collection.




Representative Liz Vazquez
March 21, 2015
Page 3

Extraterritorial jurisdiction

AS 29.35.020(a) permits a municipality that is otherwise authorized by law to provide a
facility or service outside its boundaries to regulate their use and regulation to the extent
that the jurisdiction where the facilities or services are located does not regulate them.
However, the powers in AS 29.49 are not included in AS 29.35.020(a). For this reason,
the meaning of AS 29.49.050(c), which permits a municipality to exercise
"extraterritorial jurisdiction," is unclear.

SLS:dla
15-197.dla
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Fairbanks North Star Borough mayors ofice

809 Pioneer Road PO Box 71267 Fairbanks, Alaska 99707-1267 (907)459-1300 FAX 459-1102

DATE: lune 26, 2014

To: Department of Energy
From: Fairbanks North Star Borough
Re: Support for Alaska Energy Authority Grant Application

To whom it may concern,

This letter is written in support of the grant application submitted by the Alaska Energy Authority (AEA) to the
Department of Energy (DOE) to support implementation of a Property Assessed Clean Energy (PACE) program in the
Fairbanks North Star Borough (FNSB).

The FNSB is Alaska’s 2™ largest metropolitan arca in Alaska with over 100,000 people and more than 1,300 privately
owned commercial properties currently heating with diesel fuel. The high and unpredictable expense of fossil fuels,
coupied with our harsh northern climate, make the cost of energy a severe burden in our community,

The Interior Energy Project, another energy project being implemented by the state, will expand the availability of
natural gas to consumers in the FNSB by 2016. Development of a PACE program can offer an important financing tool
to help businesses transition to this less expensive and cleaner burning fuel as soon as possible.

The faster the business community is able to convert from diesel to natural gas the sooner residential properties will sce
the benefits of access to natural gas for space and water heat. The more businesses that sign up for natural gas the better
the economics for expanding the distribution system to encompass more residences.

The City of Fairbanks and the City of North Pole, both within the FNSB, were designated PM2.5 non-attainment areas
in 2009, meaning they excced the limit of 35 micrograms/cubic meter for fine particulate matter. This is a serious
concern for public health as well as cconomic development. The Alaska Division of Air Quality analysis *...shows that
local emission from wood stoves, burning distillate oil, industrial sources, and mobile emissions contribute to
particulate pollution.” Conversion from diesel to natural gas will improve air quality in the FNSB.

I encourage the DOE to give favorable consideration to the AEA grant application that will support development of a
PACE program in the Fairbanks North Star Borough. Funds for this effort could be critical in incentivizing businesses
to invest in conversion 1o natural gas in the short run and create a financing mechanism to ease implementation of
additional efficiency measures for years to come.

uke Hopkins, Mayor Fairbanks North Star Borough




———— Limited

LEADER in All We Do

*

June 27, 2014

Department of Energy
1000 Independence Ave SW
Washington, DC 20585

Re: Support for Alaska Energy Authority Grant Application

To whom it may concern,

This letter is written in support of the grant application submitted by the Alaska
Energy Authority (AEA) to the Department of Energy (DOE) to support
implementation of a Property Assessed Clean Energy (PACE) program in the
Fairbanks North Star Borough (FNSB).

The FNSB is Alaska’s 204 largest metropolitan area in Alaska with over 100,000
people and more than 1,300 privately owned commercial properties currently
heating with diesel fuel. The high and unpredictable expense of fossil fuels, coupled
with our harsh northern climate, make the cost of energy a severe burden in our
community.

The Interior Energy Project, another energy project being implemented by the state,
will expand the availability of natural gas to consumers in the FNSB by 2016.
Development of a PACE program can offer an important financing tool to help
businesses transition to this less expensive and cleaner burning fuel as soon as
possible.

The faster the business community is able to convert from diesel to natural gas the
sooner residential properties will see the benefits of access to natural gas for space
and water heat. The more businesses that sign up for natural gas the better the
economics for expanding the distribution system to encompass more residences.

The City of Fairbanks and the City of North Pole, both within the FNSB, were
designated PM2.5 non-attainment areas in 2009, meaning they exceed the limit of
35 micrograms/cubic meter for fine particulate matter. This is a serious concern for
public health as well as economic development. The Alaska Division of Air Quality
analysis “...shows that local emission from wood stoves, burning distillate oil,

1 Doyon Place, Suite 300 | Fairbanks, Alaska 99701-2941 | ($07) 459-2000 WWW.DOYON.COM




industrial sources, and mobile emissions contribute to particulate pollution.”
Conversion from diesel to natural gas will improve air quality in the FNSB.

Doyon is one of the thirteen Native regional corporations established by
Congress under the terms of the Alaska Native Claims Settlement Act (“ANCSA”"),
Pub. L. No. 92-203, 85 Stat. 688 (1971), as amended. Headquartered in Fairbanks,
Doyon has more than 18,500 shareholders, many of whom reside in remote villages
with few economic opportunities. Doyon is the largest private landowner in Alaska,
with a land entitlement under ANCSA of more than 12.5 million acres. Doyon’s
mission is to promote the economic and social well-being of its shareholders and
future shareholders, to strengthen its Native way of life, and to protect and enhance
its land and resources. Doyon believes this program has the potential to positively
impact our shareholders and communities living in our region.

I encourage the DOE to give favorable consideration to the AEA grant application
that will support development of a PACE program in the Fairbanks North Star
Borough. Funds for this effort could be critical in incentivizing businesses to invest
in conversion to natural gas in the short run and create a financing mechanism to
ease implementation of additional efficiency measures for years to come.

Sincerely,

—E

Aaron Schutt
President & CEO
Doyon, Limited

1 Doyon Place, Suite 300 | Fairbanks, Alaska 99701-2941 | (907) 459-2000 WWW.DOYON.COM




THE STATE Department of Environmental

of AL ASKA Conservation

DIVISION OF AIR QUALITY
Director’s Office

GOVERNOR SEAN PARNELL
410 Willoughby Avenue, Suite 303

PO Box 111800

Juneau, AK 99811-1800

Main; 907-465-5100

Toll free: 866-241-2805

fax: 907-465-5129

http://dec.alaska.gov/air/index.htm

June 23, 2014

U.S. Department of Energy
1000 Independence Ave. SW
Washington, DC 20585

Subject:  Support for Alaska Energy Authority Grant Application
To Whom It May Concern:

This letter is written in support of the grant application submitted by the Alaska Energy Authority (AEA)
to the Department of Energy (DOE) to support implementation of a Property Assessed Clean Energy
(PACE) program in the Fairbanks North Star Borough (FNSB). The FNSB is the 2™ largest metropolitan
area in Alaska with over 100,000 people and more than 1,300 privately owned commercial properties
currently heating with diesel fuel. The high and unpredictable expense of fossil fuels coupled with our
harsh northern climate make the cost of energy a severe burden in the community.

The Interior Energy Project, another energy project being implemented by the state, will expand the
availability of natural gas to consumers in the FNSB by 2016. Development of a PACE program can offer
an important financing tool to help businesses transition to this less expensive and cleaner burning fuel as
soon as possible. The faster the business community is able to convert from diesel to natural gas the sooner
residential properties will see the benefits of access to natural gas for space and water heat. The more
businesses that sign up for natural gas the better the economics for expanding the distribution system to
encompass more residences.

The City of Fairbanks and the City of North Pole, both within the FINSB, are within the EPA-designated
fine particulate matter (PM2.5) air quality non-attainment area, meaning they exceed the limit of 35
micrograms/cubic meter for PM2.5. This is a serious concern for public health as well as economic
development. Division of Air Quality analysis shows that local emissions from wood stoves, burning
distillate oil, industrial sources, and mobile emissions contribute to particulate pollution. Conversion of
space heating from diesel to natural gas will improve PM2.5 air quality in the FNSB.

In addition to the benefits of reduced heat cost and improved air emissions associated with conversion to
natural gas, establishment of a PACE program has the added benefit of creating a tool for financing other
types of efficiency measures including lighting and weatherization. Efficiency measures reduce power
demand and heating needs that result in less fuel burned and a reduction in PM2.5 air pollution.

I encourage the DOE to give favorable consideration to the AEA grant application that will support

development of a PACE program in the FNSB. Funds for this effort could be critical in incentivizing
businesses to invest in conversion to natural gas in the short run and create a financing mechanism to ease

Clean Azr




U.S. Department of Energy 2 June 23, 2014

implementation of additional efficiency measures for years to come. The co-benefits that would result to air
quality in the FNSB will help the state and local community to achieve their PM2.5 attainment goals.

Sincerely,

e N et

Alice Edwards
Director
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February 19, 2015

Representative Jim Colver
House Energy Committee
State Capitol, Room 424
Juneau, Alaska 99801

Representative Liz Vazquez
House Energy Committee
State Capitol, Room 428
Juneau, Alaska 99801

Re: HB 118 Muni Energy Improvement Assessments/Bonds
Dear Representatives Colver and Vazquez: 7

Please accept this request for your consideration to schedule House Bill 118- Muni Energy
Improvement Assessments/Bonds- before the House Energy Committee at your earliest convenience.

The legislation would provide the opportunity for local governments to create a Property Assessed
Clean Energy (PACE) financing mechanism. PACE would incentivize energy efficiency
improvements to commercial buildings by allowing a local government financing option as part of
property tax assessments.

Thirty-two other states have created similar financing structures. Under a PACE program, interested
business owners first have their buildings audited to determine potential energy savings. They then
apply to traditional lending sources (loan programs, local lenders, etc.) for financing that is repaid
through an addition to their property tax assessment that may be in place for up to 20 years. In the
Interior, the PACE financing mechanism can incentivize conversion to natural gas.

HB 118 would allow local governments and businesses to opt-in on a voluntary basis to adopt PACE
financing mechanisms. Lenders are provided with additional certainty of repayment while business
owners are traditionally supportive because it allows them to finance improvements over an extended
period of time with low-cost capital.

If you have any questions regarding this bill, please feel free to contact me at 771-3012, or AEA’s
Energy Policy and Outreach Manager, Emily Ford at 771-3961 or cell 360-2131.

Sincerely,

A

Sara Fisher-Goadé"/
Executive Director

akenergyauthority.org

813 Weést Northern Lights Boulevard Anchorage, Alaska 99503 T 907.771.3000 Toll Free {Alaska Only) 888.300.8534 F 907.771.3044
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House Bill 118- Muni Energy Improvement Assessments/Bonds

DETAILED SECTIONAL ANALYSIS

» Section 1: Amends AS 29 by adding a new chapter 48. Municipal Assessed Clean Energy Act and adds:

Sec 29.29.010, Exercise of Powers, which allows municipalities to exercise powers under
AS 29.40.060 (Judicial Review).

Sec 29.49.020 Authorized Assessments, allowing for an assessment to be imposed to repay
the financing of qualified projects on real property in the municipality or local government
that adopts this program. Qualified projects do not include undeveloped lots or lots
undergoing development at the time of assessment or the purchase of products or devises
that are not a permanent part of the property.

Sec. 29.49.030, Written Contract for Assessment Required, requires a written contract
between the municipality and record owner of the real property before the PACE
mechanism can be utilized.

Sec. 29.49.040 Establishment of Program, authorizes municipalities to choose to establish a
property assessed clean energy (PACE) program that would require a written contract with
arecord owner of real property. The financing for the PACE mechanism may be provided
by a third party, or if authorized by the program, by a municipality. Repayment of third-
party or municipal financing must be assured through a written contract with the property
owner to finance the qualified project through a voluntary property tax assessment.

The financing may include project costs, materials, labor, permit fees, inspection fees,
lender’s fees, program application and administrative fees, project development and
engineering fees, third-party review fees, including verification review fees under AS
29.49.090 and any other fees that may be incurred by the property owner relating to the
installation, modification, or improvement, as determined by the municipality.

Sec. 29.49.050 Designation of Region, allows the municipality to participate in the program
and designate an area of the municipality for participation. This may include the entire
municipality or more than one region, but each must be located wholly within the
municipality’s jurisdiction.

Sec. 29.49.060 Procedure for Establishment of Program, defines the necessary actions for a
municipality to establish a property assessed clean energy finance program. These are:

o Adopt a resolution of intent that includes:
. a finding that financing of qualified projects through contractual assessments
is a valid public purpose
= a statement that the municipality intends to make contractual assessments to
repay financing for qualified projects available to property owners
. a description of the types of qualified projects
. a description of the region boundaries

ergyauthority.org

813 West Nosthern Lighta Boulevard Anchorsge, Alaska 99503 T 907.771.3000 Toll Free (Waska Only) 888.300.8534 F907.771.3044
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. a description of any proposed arrangements for third-party financing or
municipal financing

. a description of the municipal debt servicing procedures if third-party
financing is provided and assessments collected to service the third-party
debt

. reference on the proposed program required by AS 29.49.010 and identifying
where the report is available to the public

. identifying the time and place for a public hearing

. identifying the local official and assessor-collector for the proposed
contractual assessments with property taxes imposed on the assessed
property

Hold a hearing where the public has the opportunity to provide comment, including

on the report required in AS 29.49.070

Adopt a resolution establishing and defining the terms of the program, including:

. each item included in the report under AS 29.49.070

= a description of each aspect of the program that may only be amended after
another public hearing

The resolution may incorporate the report or the amended version of the report as

reference.

The program and terms may be amended by a resolution from the governing body

of the municipality.

A municipality may hire a program administrator and program staff or contract for

professional services to administer the program.

Fees may be assessed as an application fee, a component of the interest rate or a

combination of both.

Sec. 29.49.070 Report Regarding Assessment, defines the requirements of the
municipality’s publicly-available report on the program, as required by AS 29.49.060. The
report must include:

o}
o}

a map showing the boundaries of the proposed region

a form contract between the municipality and property owner that specifies the

terms of the assessment and either the third-party or municipal financing

. If third-party financing is used, a form contract must be included regarding
the servicing of the debt through assessments.

A description of the types of qualified projects and a plan for ensuring sufficient

capital for third-party financing

If appropriate and municipal bond financing is used, the report must identify:

. A plan for raising capital for municipal financing.

. A maximum aggregate annual dollar amount for financing to be provided by
the municipality




. The method for ranking requests from property owners if requests will likely
exceed the available municipal funding, and the method for determining the
interest rate and maximum amount of an assessment.

o A method for ensuring that the repayment schedule does not exceed the useful life
of the qualified project.

) A description of the application process and eligibility requirements

o A method to ensure that property owners have the capacity to participate and repay
the financing obligations.

o A statement describing the assessment and collection process provided by AS

29.49.080.

A statement explaining the review requirement provided by AS 29.49.090.

A description of marketing and educational services to be provided.

A description of quality assurance and antifraud measures.

Collection procedures.

The method for ensuring the demonstration of financial ability must be based on

appropriate underwriting factors, including verification that the property owner is

the legal owner of the property, current on mortgage and property tax payments

and is not insolvent or in bankruptcy proceedings. An appropriate ration of the

assessment to the assessed value of the property must be maintained.

o The municipality shall make the report publicly available online and at the primary
governing office of the municipality.

Sec. 29.49.080, Notice to Mortgage Holder Required for Participation, sets a series of

requirements for the municipality before it may enter into a written contract with a record

owner of real property:

Q g © a

o The holder of any mortgage lien on the property must be given written notice within
30 days before the contract is executed.
o And a written consent from the mortgage lien holder must be obtained.

Sec. 29.49.090, Review Required, requires the third-party review of baseline energy
conditions in a proposed qualified project and the projected energy savings. After project
completion the municipality must obtain a third-party verification that the project was
properly completed and is operating as intended.

Sec. 29.49.100, Direct Acquisition by Owner, the proposed financing arrangements for a
qualified project may authorize the property owner to directly purchase necessary
equipment and materials, contract directly-including through lease- power purchase
agreement or other service contract for the installation or modification of a qualified
project.

Sec. 49.110, Recording of Notice for Contractual Assessment Required, requires a
municipality that authorizes financing through contractual assessments to file written
notice of each contractual assessment in the real property records of the recording district
in which the property is located. This notice must contain the amount of the assessment,




legal description of the property, name of each property owner and a reference to the
statutory assessment lien.

Sec. 29.49.120, Lien, states that contractual assessments as part of this program and any
interest and penalties are liens on the assessed property and are prior and paramount to all
liens except municipal tax liens and special assessments. Contractual assessment liens may
be enforced as provided by AS 29.45.320- 29.45.470.

o Contractual assessment liens are attached with the land and foreclosure of a
property tax lien does not eliminate outstanding assessments.

o Penalties and interest may be added to delinquent installments of the assessments,
consistent with AS 29.45.250.

o A municipality may recover costs and expenses, including attorney fees, if a suit is

filed to recover delinquent installment of assessments, consistent with the
delinquent property tax suit process.
Sec. 29.49.130, Collection of Assessments, states that the governing body of a municipality
may contract with the governing body of another taxing unit to collect assessments as
outlined under this chapter.
Sec. 29.49.140, Bonds or Notes, authorizes a municipality to issue bonds or notes to finance
qualified projects.

o Bonds issued under this section must be secured by one or more of the following:
. payments of contractual assessments on benefited property in one or more
specified regions
= reserves established by the municipality from grants, bonds or net proceeds
or lawfully available funds
. municipal bond insurance, lines of credit, public or private guaranties,

standby bond purchase agreements, collateral assignments, mortgages or
any other available means of providing credit support or liquidity, and

© any other funds lawfully available for purposes consistent with this chapter.
o The governing body of the municipality must include this information in a
resolution approving the bonds or notes.
o The municipality’s contractual rights in connection with the issuance of bonds or

notes is a first lien on the property, without further action by the municipality. The
lien is valid and binding against any other person, with or without notice.

o Bonds or notes issues under this chapter further an essential public and
governmental purpose, including the:
. Improvement of the reliability of local electrical systems
" Reduction of energy costs
" Reduction of energy demand on local utilities
. Economic stimulation and development
" Enhancement of property values, and

| Enhancement of employment opportunities.




Sec. 29.49.150, Joint Implementation, any combination of municipalities may agree to
jointly implement or administer a program under this chapter, or contract with a third-
party. If two or more municipalities jointly administer the program, a public hearing is to
be held by the cooperating municipalities sufficient to satisfy the requirements of AS
29.49.060.

Sec. 29.49.160, Prohibited Acts, states that participation in the program must be voluntary.
A municipality that establishes a region under this chapter may not require a real property
owner in that region to participate in the assessment program outlined in this chapter in
order to issue a permit, license or other municipal authorization, or otherwise compel a
property owner in the region to enter into a written contract to repay the financing of a
qualified project through contractual assessments,

Sec. 29.49.900, Definitions, defines terminology included in the chapter.

Sec. 29.49.995, Short Title, indicates this chapter may be cited as the Municipal Property
Assesse Clean Energy Act.

> Section 2 sets an immediate effective date.






