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Sample Staff Report

Date

SUBJECT: 	Authorization of [NAME OF JURISDICTION] to sign-on to Association of Bay Area Governments (ABAG) Regional Collaborative Services Agreement (RCSA) with Residential PACE Providers (RPPs) for the purpose of ensuring consistent application of consumer protection and data provision policies, and supporting existing ratepayer funded energy efficiency programs and related matters.

Dear Councilmembers,

RECOMMENDATION: 
Approve and sign acknowledgement addendum of RCSA, as executed between ABAG and RPPs.

SUMMARY: 
Property Assessed Clean Energy (PACE) is rapidly growing in popularity with local governments as a means for local home and business owners to finance the upfront coast of energy efficiency, water conservation, and renewable energy improvements to their properties and repay the funds (as level principal and interest payments over a term that generally matches the average useful life of the installed improvements) via a special voluntary property tax assessment. Currently over $1.5 billion in residential PACE has been financed in California, primarily in the single family home market.

In an effort to streamline and support consistent application of these best management practices throughout the Bay Area region, ABAG, through the Bay Area Regional Energy Network (BayREN) developed ”Regional Collaborative Services Agreement” (RCSA). Executed by and between ABAG and RPPs active in the Bay Area, the RCSA now affords ABAG member jurisdictions who sign on (“Participating Entities”, or “PE’s”) the opportunity to ensure these PACE best management practices apply to RPPs active within their communities.

ABAG to Act as Liaison to RPPs on behalf of Bay Area Local Governments for the purpose and intent of the RCSA
As residential PACE programs continue to grow and more RPPs enter the marketplace, local governments can participate in PACE to promote energy efficiency, local energy supply, workforce development, and make progress towards climate action goals. Under the most popular model for PACE adoption, local jurisdictions make residential PACE available to their property owners by passing an authorizing resolution to “opt in” to JPA’s that have partnered with private PACE Providers, who arrange capital, administer programs, vet and work with installation contractors, and service assessments in partnership with county tax collectors. This makes the proposition to local governments more attractive since there is almost zero cost to them to participate.

However, since the RPPs primary relationship is with the JPA partner (who issues bonds or related financial instruments to RPP’s, and provides oversight of the financing and administration activities), the local jurisdiction has also given up control and oversight opportunities over local PACE activities. The intent of the RCSA, as administered by ABAG, is to collaborate on behalf of member with RPPs to: monitor RPP activities in regards to consumer protections practices; improve program reporting and transparency; and support complementary clean energy efforts in local communities.

At this time five RPPs have signed on to the RCSA with ABAG. They are:  PACE Funding Group LLC; Western Riverside Council of Governments (HERO Program); Ygrene Energy Fund California LLC; and CounterPointe Energy Solutions (CA) LLC (AllianceNRG Program).

DISCUSSION: 
Regional Collaborative Services Agreement for Residential PACE
In order to safeguard consumer interests and promote program success, ABAG and BayREN stakeholders developed the “Regional Collaborative Services Agreement” (RCSA) which establishes the terms, conditions and roles each residential PACE provider (“RPP”) will follow when operating in ABAG territory. ABAG and BayREN staff have worked together to adopt a similar agreement currently in use in Sonoma and Marin Counties, and have worked with each of the PACE providers to consider suggested edits to the Agreement. While the Agreement is between ABAG and RPPs, the language of the agreement states that it also applies to actions of the RPP in participating cities/towns that chose to authorize PACE programs with RPPs.  

Features of the RCSA include:
· Designates ABAG as the liaison to the RPPs locally
· Requires all RPPs to have clearly visible disclosures regarding the FHFA’s policies on residential PACE programs
· Requires all RPPs to participate in the state’s CAEATFA PACE Loss Reserve program
· Limits claims that RPPs (or their designated contractors) can make to applicants regarding the tax deductibility of PACE assessments
· Requires data sharing between the RPPs and PEs to monitor program performance locally and report out to local stakeholders
· Requires RPPs to accept responsibility for negligence in administering PACE programs

Federal Housing Finance Authority (FHFA) and CAEATFA PACE Loan Loss Reserve
· In July 2010, the FHFA announced its opposition to PACE financing programs.  FHFA’s rationale for opposing PACE programs is based on the senior lien status afforded by California law to PACE transactions. This means that in the event of a default, borrowers could be required to repay PACE lenders prior to repaying their original mortgage lenders. FHFA fears that this priority in repayment could make mortgages on properties participating in PACE more risky for mortgage lenders. Since 2010, the State of California in conjunction with RPP’s have taken actions to ensure PACE does not pose a risk to the mortgage industry. 
· In 2013, Senate Bill 96 directed the California Alternative Energy and Advanced Transportation Financing Authority (CAEATFA) to develop the PACE Loss Reserve Program to mitigate the potential risk to mortgage lenders associated with residential PACE financing. The $10 million Loss Reserve will make first mortgage lenders whole for any losses in a foreclosure or a forced sale that are attributable to a PACE lien covered under the Program. 
· [bookmark: _GoBack]RPPs participate in the Loss Reserve Program by applying to CAEATFA and demonstrating that they meet the Program’s minimum underwriting criteria. Once a RPP is enrolled, the Loss Reserve will cover assessments issued by that program for their full terms, or until funds are exhausted. Enrolled PACE programs report their financing activity to CAEATFA semi-annually. 
· In the three years since the authorization of the CAEATFA PACE Loss Reserve, nearly all active RPPs have enrolled, and more importantly, not a single claim against it has been made. That said, it is critical that RPPs continue to use this important risk mitigation tool offered by the State; increasing program data is the best tool to demonstrate to housing finance entities that PACE does not put their financing products at risk.

FISCAL/STAFFING IMPACT: 
There is no anticipated fiscal impact to the [JURISDICTION] for signing on to the ABAG-RPP RCSA.  The [JURISDICTION/staff] will have no administrative responsibilities, marketing obligations, or financial obligations associated with the RCSA. 

The RCSA does not take the place of passing a resolution to join a residential PACE program, or any existing or future contracts or agreements that are entered into with a RPP.  The RCPA is  additive to other resolutions and/or agreements with [JURISDICTION] RPPs,  and allows the confidence that the Programs will adhere to high program standards; provide relevant data for local program performance tracking; and are minimizing risk for community members.  


SIGNATURE:

____________________________



ATTACHMENTS: 
1. Regional Collaborative Services Agreements
2. Member Acknowledgment Form  (4x)
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