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Date of Hearing: July 12, 2017

ASSEMBLY COMMITTEE ON LOCAL GOVERNMENT
Cecilia Aguiar-Curry, Chair
SB 564 (McGuire) — As Amended June 8, 2017

SENATE VOTE: 38-0
SUBJECT: Joint powers authorities: Water Bill Savings Act

SUMMARY: Establishes the Water Bill Savings Act, which Woauthorize joint powers
authorities (JPASs) to finance water conservatioproements on private property for a
customer of a local agency or its publicly owneitityt to be repaid by charges collected on a
water bill. Specificallythis bill :

1) Establishes the Water Bill Savings Act, which, nittatanding any other law, would
authorize a JPA that meets specified requiremenpsdvide funding for a customer of a
local agency or its publicly owned utility to acogyiinstall, or repair a water efficiency
improvement on a customer's property (residerdg@hmercial, industrial, agricultural, or
other real property owned, leased or licensed ¢doupancy by the customer) served by the
local agency or its publicly owned utility.

2) Requires a JPA to adopt a resolution to establigxi®nd a program to provide funding for
a customer for a water efficiency improvement, Wwhitust comply with the eligible projects
and priorities identified in the Cal Conserve Watise Efficiency Revolving Loan Program.
Requires the resolution to do all of the following:

a) State the JPA’s intent to operate the program;

b) Define the geographical scope of the operatiomefarogram as an area that is limited to
only the territories within which retail water sex® is provided by those local agencies
that have requested the JPA to provide fundinghfedocal agency’s customers through
the program;

c) Specify the types of efficiency improvements thatyrbe financed by the program;

d) Approve a standardized servicing agreement; and,

e) Authorize one or more designated officials of tR& Jo execute and deliver the
servicing agreement on behalf of the JPA.

3) Allows a JPA to make a final and conclusive deteation that its proceedings to establish
or extend a program were valid and in conformitthveipecified requirements enacted by the
bill.

4) Authorizes the legislative body of a local agermyptovide funding for its customers through
a program established by a JPA by doing all oftHewing:

a) Adopt a resolution of intention, as specified;
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b) Conduct a noticed public hearing, as specified; and
c) Adopt a resolution to authorize the program thatsdall of the following:

i) Authorize the JPA to establish or extend a prognatiin the boundaries of the local
agency;

ii) Declare that the operation of the program by th& idRhe local agency’s geographic
boundaries would provide significant public bereefit accordance with specified
statutory criteria;

iii) Specify the types of efficiency improvements thatyrbe financed by the program;

iv) Approve the standardized servicing agreement atitbeime one or more designated
officials of the local agency to execute and delihe servicing agreement with the
JPA;

v) Approve, if applicable, the pledge of water entesgprevenue as security for the
payment of the principal of, and interest and reglgon premium on, bonds issued
by the JPA in the event that efficiency chargessefficient;

vi) Authorize, if applicable, execution and deliveryoofe or more pledge agreements to
evidence a pledge; and,

vii) Allow a local legislative body, in the resolutidn,make a final and conclusive
determination that its proceedings to establisbxtend a program were valid and in
conformity with specified requirements enacted iy bill.

5) Requires a customer to repay the JPA for the adstater efficiency improvements through
an efficiency charge on the customer’s water bdltis established and collected by the local
agency or its publicly owned utility upon verifigat that the efficiency improvement was
installed.

6) Specifies that the duty to pay the efficiency cleamgust arise from and be evidenced by a
written agreement executed at the time of theiefiicy improvement’s installation with the
customer; the property owner of record, if diffeéréran the customer; the JPA; and, the local
agency or its publicly owned utility.

7) Requires the written agreement to include all efftillowing:

a) An agreement by the customer to pay an efficiemeyge for the period and in the
amount specified in the agreement, unless theigfity charge is prepaid in the manner
set forth in the agreement. Prohibits the periesighated for repayment from exceeding
the estimated useful life of the funded efficiemtyprovements;

b) A description of the financial calculation, formuta other method that the authority
used to determine the efficiency charge. Alloweséfficiency charge to include a
component for reasonable administrative expensesried by the local agency or its
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publicly owned utility and the authority in conniect with the program and the funding.
Requires the administrative expenses to be ligpdrately in the written agreement;

A description of the efficiency improvement fundeih the efficiency charge. Requires
a determination in the agreement that an improvémen efficiency improvement to be
final and conclusive;

A representation by the customer that the customtends to acquire, install, or repair
and use the efficiency improvement on the custasraoperty for the useful life of the
efficiency improvement. Prohibits any failure bétefficiency improvement by damage,
removal, or other fault of the customer during tiseful life of the efficiency
improvement from affecting the customer’s obligatio pay the efficiency charge, as set
forth in the agreement;

A requirement that any failure of the efficiencygravement not involving damage,
removal, or other fault of the customer must resuthe efficiency charge being
suspended until the efficiency improvement is regghand returned to service. Requires
the JPA’s decision on the reasons for failure eféafficiency improvement and its repair
and return to service to be final and conclusivet, a

A demonstration by the JPA that the customer's payrof the efficiency charge will be
bill neutral.

Requires the written agreement, when the propsnyi owner occupied, to provide that the
obligation to pay the efficiency charge appeahmterms by which the customer leases or
licenses the property for occupancy.

Prohibits the written agreement from being validless the JPA has verified the following
information:

a)

b)

d)

The customer entering into the agreement is thiéyutustomer at the address and that
all property owners of record have consented itingito the agreement;

The participating customer's account has beenaa gtanding for the prior 12 months,
or if the customer's occupancy is less than 12 hspmtas been in good standing for the
duration of the customer's occupancy of the site;

The person installing the efficiency improvemens baen approved to install efficiency
improvements by the JPA and the local agency guubsicly owned utility and is in
compliance with program requirements establishethbylPA,;

The efficiency improvement included in the agreenoemplies with program
requirements established by the JPA, consistehttivé requirements established by this
bill; and,

The efficiency improvement will generate total it§ilcost savings that exceed the total
cost of the efficiency charge paid by the custoowar the duration of the agreement, and
will be bill neutral for the participating customer
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10)Provides that the timely and complete payment c#féiniency charge by a customer that has
agreed to pay an efficiency charge may be a camddf receiving water service from the
local agency or its publicly owned utility.

11)Authorizes a local agency and its publicly ownetityto use their established collection
policies and all rights and remedies provided by ta enforce payment and collection of the
efficiency charge.

12)Prohibits a person liable for an efficiency chairgen withholding payment, in whole or in
part, of the efficiency charge for any reason.

13)Prohibits any portion of an efficiency charge tisgbast due at the time a property is sold or
transferred from being transferred to the trangfefrohibits the failure of a prior customer
that did not pay efficiency charges from preventimg subsequent customer from obtaining
water service from the local agency.

14)Requires a customer’s obligation to pay the efficiecharge to remain until the efficiency
charge related to the efficiency improvement hanlrepaid in full or the efficiency charge
has been transferred to a subsequent customeregbives water service at a property with
installed efficiency measures for the remaindahefobligation. Prohibits the efficiency
charge from transferring to a subsequent customereguires the charge to remain an
obligation of the previous customer if the effi@gnmprovements were removed or
damaged, and not restored to service, by the pis\dastomer.

15)Requires a local agency or its publicly owned tytilo record, no later than 10 days after
funding an efficiency improvement, a notice of #ftciency charge in the records of the
county recorder, pursuant to specified requiremesgarding the form and content of the
notice.

16)Requires the entity responsible for collecting aadricing the efficiency charge to record,
within 10 days of full repayment of the outstandaigirges, a notice of the full repayment
and removal of the efficiency charge in the recarfithe county recorder, as specified.

17)Requires, within 10 days of the JPA's decisiontaaepair or return to service a failed
efficiency improvement, when the failure did notafve damage, removal, or other fault of
the customer, the entity responsible for the ctibecand servicing of the charge to record a
notice of removal of the efficiency charge in tleeard of the county recorder, as specified.
Requires the notice of the removal of the efficienlbarge to include a reference to the
recorded notice of the efficiency charge.

18)Requires the JPA and a local agency or its pubtialped utility to enter into a servicing
agreement for the collection of one or more efficiecharges and requires the local agency
or its publicly owned utility to act as a serviciagent for purposes of collecting the
efficiency charge.

19)Requires the JPA, local agency, or utility respblesior the collection of the efficiency
charges to ensure that the contact informatiohemiotice of efficiency charge recorded in
the records of the county recorder, pursuant i, is accurate so that interested parties
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may request and promptly receive a written and rateypayoff amount or verification of the
outstanding charges associated with the recordeckenaf efficiency charge.

20)Requires the JPA, local agency, or utility to imtdla contact number where the customer
can obtain the amount of the monthly efficiencyrgeaand a description of the improvement
on each water bill issued to the customer.

21)Requires, in the event that the servicing ageentity responsible for the collection of the
efficiency charge changes, a new notice of efficyecharge to be recorded within 10 days.

22)Allows any party requesting written payoff or amouerification of outstanding charges
from the JPA, local agency, or utility identified #he contact on the recorded notice to rely
upon the written payoff amount or verification asng accurate for 45 days from the receipt
of this written information. Authorizes any partfythe JPA, local agency, or utility provides
a written amendment to the written payoff amountetfication, to rely on the written
amendment for 45 days from receipt of the writtereadment.

23)Requires moneys collected as an efficiency chardeetheld in trust, as specified.

24)Requires the local agency or its publicly ownedtytiin the service agreement, to contract
with the JPA that the local agency or its publiclyned utility will continue to operate its
utility system to provide service to customersspacified.

25)Requires the servicing agreement to provide theabtiligation to pay the efficiency charge
shall remain associated with the meter at the custs property on which the efficiency
improvement is located, until the JPA is fully repa

26)Authorizes the local agency or its publicly owndiity, in the servicing agreement, to agree
that the timely and complete payment of all efficg charges by a customer that has agreed
to pay an efficiency charge shall be a conditionegkiving service from the publicly owned
utility, and that the local agency or its publiciyned utility shall use their established
collection policies, all rights and remedies pr@ddy law, to enforce payment and the
collection of the efficiency and charge.

27)Requires the local agency or its publicly ownedltytiin its servicing agreement, to agree
that in the event of default by the local agencitopublicly owned utility, in payment of
revenues for the efficiency charge, that the JPRosder the sequestration and payment to
the beneficiaries of revenue, as specified.

28)Authorizes a JPA to issue bonds for the purpogg®fiding funds for the acquisition,
installation, and repair of an efficiency improvarhen customer property, pursuant to the
bill's provisions.

29)Specifies information that a JPA issuing a bondtrmgude in its preliminary notice and
final report for the bonds submitted to the CalifarDebt and Investment Advisory
Commission (CDIAC).

30)Authorizes a JPA to pledge one or more efficierftgrges as security for the bonds.
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31)Authorizes a local agency to pledge water entegpesenue as security for the payment of
the principal of, and interest and redemption puemon, bonds issued by the JPA if the
efficiency charges are insufficient for that purpog\llows a local agency to execute one or
more pledge agreements, pursuant to state lawhédoenefit of the JPA or for the exclusive
benefit of the persons entitled to the financingtsdo be paid from the efficiency charges.

32)Requires a local agency that pledges water enserpevenues to establish a debt service
reserve fund for the bond, as required by the msehof the bond.

33)Requires a JPA and a local agency or its publialged utility to enter into a servicing
agreement for the collection of one or more effickecharges and requires the local agency
or its publicly owned utility to act as a serviciagent for purposes of collecting the
efficiency charge.

34)Imposes requirements on the handling of funds cig@teby a servicing agent and specifies
provisions that must be included in a servicingeagrent to help ensure the collection of
efficiency charges and repayment of JPA debts.

35)Requires a JPA that issues bonds, pursuant tbithito establish a debt service reserve fund
for the bond to the extent required by the purchatthe bond.

36) Specifies the manner in which its provisions wihtinue to be enforced if a local agency for
which bonds have been issued and remain outstandaggs to operate a water utility, either
directly or through its publicly owned utility.

37)Requires a JPA administering an efficiency improgatrfinancing program to compile and
publicly post an annual report that includes alihef following:

a) The number of written agreements entered into;

b) The estimated and average water efficiency saxaoggeved;

c) The amount of upfront financing provided by the JPA

d) The amount of revenue collected by the JPA;

e) A copy of the JPA's report submitted to CDIAC, uanst to existing law;

f) A copy or summary of the JPA's process for accgmtomplaints about the program
from customers and local agencies or their publeiyed utilities; and,

g) A copy or summary of the JPA's practices and procedifor overseeing contractors'
performance and the marketing of the program.

38)Defines numerous terms, including "bill neutralmean "based on a customer's recent
billing history, the total monetary savings achigéwy the customer's efficiency
improvement is projected to be greater than or leguée efficiency charge on the
customer's monthly water bill."
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39)Exempts a local agency, its publicly owned utilapd the JPA, if they have complied with

procedures specified in the bill, from complyinglwexisting statutes that would otherwise
prohibit a JPA from authorizing bonds to constractjuire, or finance a public capital
improvement.

40)Makes findings and declarations, including thaicefhcy charges levied under the bill’'s

provisions are not taxes, assessments, fees, agyashtor the purposes of Articles X@l and
XIll D of the California Constitution and therefore grevisions of Articles XIIIC and

Xl D and Article 4.6 (commencing with Section 5375DCbapter 4 of Part 1 of Division 2
of Title 5 are not applicable to those efficientyages.

41)States that it is the intent of the Legislaturentake water efficiency improvements more

affordable and promote the acquisition, installatiand repair of those improvements by
allowing local agencies to establish a mechaniswligh they may help their water
customers acquire install, and repair water efficieimprovements on privately owned
customer properties. Provides that it is the inbéthe Legislature that this bill authorize the
development of a program to be established by atliB®provides water customers with an
alternative and voluntary means to acquire, instaliepair water efficiency improvements.

FISCAL EFFECT : None

COMMENTS:

1)

2)

Marks-Roos. The Marks-Roos Local Bond Pooling Act of 1985hawizes two or more
public agencies to exercise their common powersidpying joint powers agreements. This
agreement can create a JPA which allows local agete use JPAs to finance
infrastructure. The Marks-Roos Act authorizes JRAIsSsue bonds and loan the capital to
local agencies to finance public capital improvetagworking capital, liability, insurance
needs, or other projects. Bonds issued under MRdks are secured by a variety of
repayment sources.

Bill Summary. This bill establishes the Water Bill Savings Adtich authorizes JPAs to
provide funding to customers of a local agencyt®publicly owned utility for water
efficiency improvements on the customer's privaitgprty. This bill creates the process for
establishing a financing program; specifies therimiation that must be included in the
written agreement between a customer, a local ggamits locally owned utility, and a JPA;
provides reporting requirements for outstandingcigfiicy charges; requires a local agency
or its publicly owned utility to enter into a seririg agreement with a JPA; and, provides for
the bond issuance. Under this bill, following #stablishment of a financing program, a
JPA would provide the customer of a local agencysopublicly owned utility up front
financing for a water efficiency improvement thiaé¢ tustomer would then repay by an
efficiency charge on the water bill. JPAs wouldao¢horized to pool revenues generated by
water efficiency charges paid by participating oustrs to issue bonds, pursuant to the
Marks-Roos Act.

Under this bill, for a written agreement to be gah JPA must verify that the efficiency
improvement will generate total utility cost sawntpat exceed the total cost of the efficiency
charge paid by the customer during the duratiaime@figreement and will be bill neutral.
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An efficiency improvement must comply with the $isif eligible projects and project
priorities identified in the program guidelines tbe CalConserve Water Use Efficiency
Revolving Loan Program. These projects includé goe not limited to, efficient
dishwashers, toilets, showerheads, faucets, harwatirculating pumps, and recycled water
projects. This bill also requires a JPA that imadstering a financing program to compile
and publicly post an annual report that contairecied information.

This bill is author-sponsored.

Author's Statement. According to the author, "The recent drought sdyamspacted local
governments’ ability to balance water supplies wilstomer needs, whether those needs are
for residents, businesses or agriculture operati@espite recent rain and snowfall, major
factors will continue to contribute to our Stat@gjoing drought conditions, including the

fact that groundwater supplies are anticipatedke tyears to replenish and hit pre-drought
levels. SB 564 will provide local governments witie necessary tools to fund water savings
projects for customers who voluntarily participdtess helping the state achieve its
continued goals of reducing water use. Pay As Sawe pilots in Hayward and the Town of
Windsor have already demonstrated the potentiahisrwater efficiency model, saving
20-33% of participating customers’ water use andricing over $700,000 in water

efficiency improvements. They are also good inmesits: the pilot programs have
recovered 99.7% of the water efficiency chargesildBg upon these successes, SB 564
would expand the scope of these efforts by allowliiRgs and local water agencies to:

() pool revenues from water efficiency chargesssmultiple local agencies, thereby
lowering interest rates; and (2) centralize adniais/e activities with the JPA in order to

run the program as efficiently as possible.”

Financing Programs for Water Efficiencies. Under existing law, local governments have
several additional options to respond to concebasiathe barriers to the upfront costs of
water efficiency improvements on private property.

Modeled after a financing program in the City ofriBdey, in 2008, the Legislature granted
the statutory authority to cities and countiesrmvmle up-front financing to property owners
to install renewable energy sources or energyieffay improvements that are permanently
fixed to their properties, which is repaid througk property tax bill. The Legislature has
expanded PACE (Property Assessed Clean Energyggadential and commercial property
owners as an option to pay for renewable energyadeg, energy and water efficiency
retrofits, water efficiency improvements, and otbpecified improvements for their homes
or buildings. Local agencies create PACE assedstincts or establish a Community
Facilities District (CFD), allowing the local aggnio issue bonds to finance the up-front
costs of improvements. In turn, property owneitgemto a voluntary contractual
assessment agreement with the local agency or tmesmex their property into a CFD to
re-pay the bonds via an assessment or speciadedred by a priority lien, on their property
tax bill. The intent of the program is that theessment or parcel tax remains with the
property, even if it is sold or transferred, and itmprovements must be permanently fixed to
the property. In California, there are several ai@dvailable to local governments in
administering a PACE program. Only the countieSafioma and Placer administer their
own PACE programs. The majority of local governtsesontract with a private third-party
or join a JPA, which contracts with a private thpalrty to carry out their PACE programs.
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Additionally, AB 2636 (Gatto), Chapter 825, Statit# 2014, created the CalConserve
Water Use Efficiency Revolving Fund, administergdhe Department of Water Resources,
to be a sustainable funding source for water usaegicy projects. The Legislature
allocated $10 million to provide loans to local agies to provide water efficiency updates to
eligible residents at no upfront costs, and tollagencies to implement water use efficiency
loan programs through on-bill financing.

Pay As You Save (PAYS) Pilot Programs According to their website, the Bay Area
Regional Energy Network (BayREN) is a collaboratodmine counties in the San Francisco
Bay Area. Led by the Association of Bay Area Gowveents (ABAG), BayREN implements
energy savings programs on a regional level. thtih to single family and multifamily
rebate programs BayREN offers several financingetsodFor example, commercial
property owners can utilize PACE, and single faraitgl multifamily owners with select
water utilities can utilize the PAYS on-bill finang program. The Town of Windsor has the
oldest and largest PAYS program to date. The fiirsfects were initiated in October 2012
and there are 248 single family, five multifamiynd one time share participants for a total
value of $532,647 for completed projects. The GitiHayward began in May of 2014 and
has four multifamily participants for a total valoe$130,452. The East Bay Municipal
Utility District (EBMUD) on-bill financing progranhad their first participant in 2016, and
currently has two multifamily properties participey in the pilot program.

Prior Legislation. This bill is substantially similar to SB 1233 (Mci®e) of 2016, which
was held on the Assembly Appropriations Committespense file. SB 1233 was amended
in this Committee to establish oversight of thisaficing program by the Department of
Water Resources, add bill neutrality requiremeautsl, to contain additional disclosures for
customers.

Policy Considerations and Committee AmendmentsThe Committee may wish to
consider the following and to ask the author teegtthe following amendments:

a) Lessons Learned When faced with the barriers of up-front costsviater efficiency
improvements, local agencies and homeowners hai@nspo offer PACE or apply to
participate in the CalConserve Water Use EfficieReyolving Fund. The Committee
may wish to consider lessons learned from PACEthemwoluntary financing program,
which authorizes local agencies to opt into a famag program administered by a JPA.
Additionally, local agencies, like Windsor, Haywaehd East Bay Municipal Utility
District, provide their own on-bill financing pragmns. The Town of Windsor is the only
on-bill financing program that includes single fanhiomes, and has more than a handful
of participants. The Committee may wish to askah#hor to accept committee
amendments to narrow the scope of this programméaregion of the state that is already
collaborating on PAYS pilot programs, the nine deesithat participate in BayRen and
ABAG (Alameda, Contra Costa, Marin, Napa, San Fesaog San Mateo, Santa Clara,
Solano, and Sonoma). This incremental approachdaalow for regional participation
within an entity that is already administering aliimancing programs and for the
Legislature to obtain more data prior to extendhmgprogram statewide.

b) Determining Fault. Under this bill, if a customer does not pay €itiency charge, the
local agency or its publicly owned utility are aotized to use their established collection
policies, including turning off water service. $Hiill also authorizes the suspension of
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payment, in the case of any failure of the improgetthat is not the fault of the
customer, until an efficiency improvement is repdiand returned to service. This bill
requires the JPA's decision on the reasons farr&adf the improvement to be final and
conclusive. The Committee may wish to considénefe should be an appeals process
or administrative process to allow customers taestreconsideration of this
determination. The Committee may wish to ask titba to remove the final and
conclusive language from the written agreementtandstead require the JPA to include
information regarding an administrative or appgatsess available to customers to
dispute fault for the damage of an efficiency imgment.

8) Arguments in Support. BayREN states, "We believe that everyone — remtedsiow
income residents — should be able to benefit frfroiency and that customers are more
likely to invest in efficiency if there are toolsrfthem to receive measures at no up-front
cost. Your proposal to allow pooled bond finanmedustomer resource efficiency extends
customary local government levers available forawatoject to efficiency, as essential
water resource. The ability to repay these bornitts sustomer efficiency charges enables
those receiving the benefit of reduced bills to faryefficiency, and create benefits to the
water system at scale. The Water Bill Savingswititallow for a regionally efficient,
financially sustainable model to achieve watercedficy that is available to all municipal
utilities, large and small.”

9) Arguments in Opposition. None on file.
REGISTERED SUPPORT / OPPOSITION:
Support

Association of Bay Area Governments
Bay Area Regional Energy Network (BayREN)
California Apartment Association
California Association of Realtors
California Building Industry Association
California Business Properties Association
California Chamber of Commerce
Counties of Santa Clara and Sonoma
Sierra Club California

Sonoma County Water Agency
StopWaste

Opposition
None on file

Analysis Prepared by Misa Lennox / L. GOV. / (916) 319-3958



