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County of Santa Clara
Office of the County Executive

CE11 121509

Prepared by: Emily Harrison
Deputy County Executive

DATE: December 15, 2009
TO: Board of Supervisors

FROM: % .) / ) AR tn
Jeffrey V. Smith
County Executive

SUBJECT: Response to Board Direction to Develop a County Energy Efficiency Financing
Program

RECOMMENDED ACTION

Consider recommendations relating to pursuing the development of a County Energy
Efficiency Refinancing Program:

Possible action:

a.Adopt Resolution making CEQA findings and authorizing the filing of an application
for grant funds from the State Energy Program (SEP). (Roll Call Vote)

b. Direct staff to prepare and issue a Request for Proposals for qualified firms to design,
administer, market and finance a countywide AB 811 renewable energy and energy
efficiency financing district.

c. Approve Request for Appropriation Modification No. 136 - $250,000 transferring funds
from the General Fund Contingency Reserve to the Office of the County Executive
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budget relating to development of an Energy Efficient Financing Program. (4/5 Roll
Call Vote)

d. Introduction and preliminary adoption of Salary Ordinance No. NS-5.10.57 amending
Santa Clara County Salary Ordinance No. NS-5.10 relating to the compensation of
employees adding one unclassified Management Analysis Program Manager 11l positio
and one unclassified unclassified Program Manager | position in the Office of the
County Executive. Positions shall expire on June 30, 2011. (Roll Call Vote to waive
reading, Roll Call Vote to adopt)

EISCAL IMPLICATIONS

If a County AB811 assessment district is ultimately formed, the ongoing costs of
administration will be factored into the rates charged to borrowers. Start-up funding is
required to develop a financing program for Santa Clara County. In other jurisdictions, these
costs have ranged from $.5 to 1 million. This does not take into account staff support. Thes
funds would come from the General Fund contingency. It is possible that some or all of thes
funds could be repaid to the General Fund over the life of a successful program through
increased interest rates to homeowners. The grant writing resources provided by this
recommendation will be aimed at funding these start-up costs to minimize the use of Genera
Fund resources.

The estimated ongoing annual costs for a district are $220,000 to $245,000. This represents
the costs of a turnkey administrator, and assumes the use of existing staff positions across
multiple departments.

REASONS FOR RECOMMENDATION

Request for Authorization to Submit SEP 1 Grant for a Santa Clara County AB 811 Energy
Efficiency Financing Program

On December 1, the Board adopted a Resolution of Intent to form a countywide AB 811
financing assessment district and approved direction to staff proposed from the Finance and
Government Operations Committee on November 16 to develop a grant proposal on behalf ¢
the County of Santa Clara for this program. As the Board directed, staff is working with
representatives of Working Partnerships USA, Green for All and the American Leadership
Forum on the grant application, which is due December 21. There is some concern among
others involved in the Sacramento County/CaliforniaFIRST SEP 1 application process that a
separate Santa Clara County application may weaken the chances for either. Since the CEC
received approximately $2 billion in notices of intent (for $100 million), there is speculation
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that it will be looking for reasons to pass on applications. Staff is recommending that the
County submit the additional SEP 1 grant acknowledging the CaliforniaFIRST and ABAG
grants, while justifying this additional application because the County wants to pursue this
innovative public-private partnership as an additional pilot.

Request for Proposal for Turnkey Program Implementation of an AB 811 Energy Efficiency
Assessment District

Staff previously provided the Board with information on the requirements and timeline for
developing an AB811 assessment district financing program using in-house resources. Stafi
has also been in contact with the other California jurisdictions which have explored and/or
decided to form their own AB 811 assessment districts. To minimize risk to the County in
initiating a program where there is currently limited staff expertise and to fast-track the
process of implementation, staff recommends issuing a request for proposal for turnkey
development and implementation. Other jurisdictions who have chosen to explore
developing their own programs rather than participating in a regional collaborative have
issued such RFPs and staff believes these RFPs can be the basis for a County RFP that cot
be issued in January 2010. Based on the experience of other jurisdictions, an award of
contract is possible by March/April 2010. The City of San Diego started work on its district
in January 2009 and plans to start its program in March 2010 (15 months).

Request for Addition of Unclassified Energy Efficiency Program Manager |

The ABAG Energy Efficiency program is a regional program designed to take advantage of

financial benefits of scale for developing residential retrofits. The residential retrofit program
encourages and/or provides home energy audits and recommendations to allow a building
owner to reduce energy usage. Part of the program will be to educate the homeowners on
financing options, rebates and other opportunities. An application for funding the program
using State Energy Program funding (SEP2) was coordinated by ABAG, with the
participation of energy and climate change staff from several Bay Area Counties, including
Santa Clara County. The intention was to create a regional approach to energy issues so the
all the counties would benefit from grant funding availability and to create a strong market for
home energy audits and professional training (and jobs) for the workforce. By doing this
regionally, the whole house auditors will be certified and qualified and quality control will be
standard, making it easier on both consumers and contractors.
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This program was developed by a regional steering committee, including representation by
Santa Clara County for the County and the cities. The local piece of the program, still in a
skeletal planning stage, is intended to meet the needs and objectives of the communities in
Santa Clara County. In the first quarter of 2010, the skeletal program will be fully fleshed
out. Two initial countywide meetings set objectives for the program and an organizational
structure that includes an Advisory Council to guide the program and help determine the
different specific actions that will be taken. The Advisory Council will include community
groups as well as local government agencies. The County was asked to take the lead on the
grant development and the management of the program. Most of the cities have provided
letters of support for this program.

The workforce development contingent at this meeting was represented by Louise Auerhahn
of Working Partnerships, who was invited to participate by the County, and two Work2Future
staff members. The objective of “sustainable jobs” was included in the criteria for the
program, and this is also a requirement of the grant. The production of a workforce gap
analysis and development of contractor standards and a workforce development plan is
planned for early 2010 and Working Partnerships was invited to participate in this planning
when it occurs. Other potential participants would be the workforce and training
organizations and other stakeholders. Discussion would begin with the contractor
requirements identified by the grant and by ABAG for regional implementation. Additional
requirements can be imposed above these standards as desired by the County and cities.

The Energy Efficiency Program Manager will represent Santa Clara County in development
of this regional program, and will work with the AB811 Financing Program Manager to
ensure coordination with the financing programs being evaluated for funding energy retrofits
that will be identified as a result of the audits.

This program is positioned well to receive grant funding, given the regional aspect of the
program and the participation of the cities and the counties in the entire Bay Area. It also tak
advantage of economies of scale where appropriate without impinging on the rights of
counties to develop or expand their own programs and requirements. Santa Clara County w
receive $1.9 million to run the county program and will benefit from another $2 million of
service from ABAG (including grant reporting) and benefit from the regional convening of
energy programs, learning and supporting the whole region in meeting energy reduction goa

Request for Unclassified Management Analysis Program Manager 11l to Develop
CaliforniaFIRST and Energy Efficiency Opportunity Fund Financing Programs
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As the Board directed, staff is pursuing two alternatives simultaneously for financing the
energy efficiency program discussed above using the AB 811 model: 1) participation in the
CaliforniaFIRST pilot program and 2) development of a County of Santa Clara AB811
assessment district program, using the model of the Energy Efficiency Opportunity Fund
proposed by Green for All and Living Cities.

CaliforniaFIRST is ready to launch in June and has 12 counties in the pilot, including Santa
Clara County and every city in the County. If the grant that supports the pilot is funded, all
the start-up costs and legal fees will be covered for every Santa Clara County local
government, which will allow the entire County to participate. The County will receive up to
$900,000 to cover administrative and marketing costs and will benefit from the statewide
turnkey approach to managing the program and collective grant reporting. This program is
appealing to the cities because it does not require funding or staff time for their residents to
participate. It is well positioned to receive grant funding due to the statewide nature of the
program, its experienced team and the extensive local government support.

Staff believes the Energy Efficiency Opportunity Fund (EEOF) being proposed by Living
Cities and Green for All has potential as a public-private partnership approach to financing
energy efficiency improvements, either in conjunction with a debt-financed program such as
that envisioned in the CaliforniaFIRST and other county and municipal programs
implemented to date; or, if sufficient capital were available and competitive borrowing rates
could be achieved, as an alternative to a debt-financed program. Considerable work will nee
to be done to explore the procedural, financial and legal feasibility of the program since it is
basically a concept at this point. The Resolution of Intent which the Board adopted on
December 1 summarized the work required, which includes:

Designation of the program area. One district could be formed for all unincorporated
areas of the County. Any city in the county wishing to participate in the County’s AB 811
program could do so, or would have the option of forming its own AB 811 assessment
district. The County cannot create an AB 811 district for the entire county without agreemen
from the affected jurisdictions, so communications with all the cities will be required.

Program administration: To implement an AB 811 program, the County will need to
identify how it will administer the program. Staff is proposing that an RFP be issued for
turn-key administration of the district. While the AB 811 Management Analysist Program
Manager Il will oversee the consultant developing the program, County staff will need to be
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involved. Other jurisdictions who have explored or actually proceeded with the formation of
districts report hundreds of hours of in-house staff assistance from legal, financial and
administrative staff.

Financing: A financing plan to raise the capital for the energy efficiency work (bonds,
private capital, County and/or city general funds, etc) will need to be devised. The plan neec
to include the method for determining the interest rate and time period during which
contracting property owners would pay any assessment; provide for reserve funds for
delinqguencies and foreclosures; and deal with the apportionment of the costs incidental to
financing, administration, and collection for the program. Finding a way for the County to
provide the capital costs of the loans and cover all of its ongoing costs while ensuring a
competitive rate to loan to borrowers will be the challenge.

For the regional pilot program, Sacramento County will find out in March 2010 if it was
awarded the grant funding to cover the CaliforniaFIRST start-up costs; if it is not awarded,
there is a contingency in the ABAG SEP 2 grant to cover those costs. If neither grant is
successful, the County (and all the cities in the County) will need to make a decision about
whether to proceed with the pilot program using their own general fund monies. For the San
Clara County AB811 program, if a consultant is on board by April 2010 as anticipated,
months of effort will still be required to put a Santa Clara County AB811 district together.
However, the Board will be in a better position to evaluate the options available for formation
of its own AB 811 district at that time, utilizing the responses to the request for proposal for
turnkey development of an administrative structure for the financing district.

ESA supports the recommended actions to create the positions.

BACKGROUND

Request for Proposal for Development and Administration of a Santa Clara County AB 811
Energy Efficiency Financing Program

Staff has accumulated several RFPs from other local governments who have evaluated havi
their own AB 811 program rather than participating in a larger regional program. These can
serve as the basis for a County RFP that can be out for bid quickly in January 2010. Based
other jurisdictions which have followed this model, selection of a preferred team of
contractors to provide turn-key administration of the program can be made by April 2010. Th
Request for Proposal for the City of San Diego is attached as an example.
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Energy Efficiency Opportunity Fund

The Board directed staff to explore potential partners who may offer additional resources to
develop the financing program, including Working Partnerships USA, Green for All and the
American Leadership Forum. On December 2, staff met with representatives of these group
to review their proposal for an Energy Efficiency Opportunity Fund. A description of the
concept for the Fund is attached. The concept presented was a public-private partnership in
which the Fund would provide the capital for financing energy retrofit improvements, in lieu
of the County using proceeds from debt-financing or its own General Fund. As described to
staff, investors would put money into the Fund with the assurance of a return of 2 to 4%, witt
the security of a lien on the property taxes of the borrower as an incentive for their investmer
in addition to being participants in the environmental and social impacts the energy efficiency
program would make possible. The County would recover its costs of administering the
program with an additional 3-4% added to the base rate, so that homeowners who take
advantage of this financing will presumably have a borrowing rate below that of a
debt-financed bond-funded program, such as that planned by CaliforniaFIRST.

Staff believes this is an exciting concept. If it actually is realized, it could provide an
innovative way to finance energy retrofit improvements. However, the program is very much
in the development stage and many questions remain to be resolved. The Fund is targeting
raising capital of $15-25 million nationally; how much can actually be raised and how much
will be available to Santa Clara County is unknown. Even if the entire $15-25 million Fund
were provided to Santa Clara County, that would be sufficient for only 0.2% of housing units
in the County; the funding could well be depleted in a few weeks. Therefore, a County AB
811 program would likely need to be developed with additional funding sources from the
outset.

The Fund is presented as having a 10-year life, with principal returned at the end of the
Fund. How that will work with 20 year loans secured by property tax assessments remains |
be determined. Staff will work with representatives of the Fund over the next several months
to try to answer questions and operationalize a financing program, but it appears likely that t
EEOF can only provide a small part of the overall funding required for a countywide program
so that the previous information provided to the Board by the Finance Department on risks o
debt issuance for an untested debt market are still relevant.

ATTACHMENTS
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* City of San Diego RFP

» Energy Efficiency Opportunity Fund
» Appropriation Modification

» Salary Ordinance Amendment

» Resolution Authorizing Application for SEP Funding
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financing. Green for All advises employers large and small on connecting low-income people to
opportunities in the clean energy economy. Both organizations have extensive relationships with national
policymakers and leaders on the ground on building retrofits.

The senior staff at Living Cities and Green For All bring decades of experience in venture capital, social
investment, environmental sustainability, public policy and social equity.

BEN HECHT, PRESIDENT AND CEOQ OF LIVING CITIES, is an experienced non-profit executive,
author and social entrepreneur. He co-founded One Economy Corporation and served as Senior Vice
President of The Enterprise Foundation, where he expanded the scope of the organization’s activities and
grew its loan fund from $30 to $200 million. He is a CPA with a JD from Georgetown University.

PHAEDRA ELLIS-LAMKINS, CEO OF GREEN FOR ALL, is a national leader in the progressive
movement. Prior to Green for All she was head of the South Bay AFL-CIO Labor Council and Working
Partnerships USA. She currently serves on the board of the Leadership Council of California Forward
and is Chair and Co-Founder of the Parmership for Working Families.

ROBIN HACKE, DIRECTOR OF CAPITAL FORMATION FOR LIVING CITIES, is responsible for
aggregating and deploying capital in underserved urban communities. She created and manages the $22
million Living Cities Catalyst Fund. In her previous role as a venture capitalist, she raised and invested
over $72 million in capital. Prior to that she was a banker in the Public Finance Department at Shearson
Lehman Brothers. She earned 2 BA and MBA from Farvard.

MELISSA BRADLEY-BURNS, SENIOR STRATEGIST FOR GREEN FOR ALL, leads the Capital
Access Program, working to provide human, social and financial capital to create, scale and sustain
green jobs. Previously she was Founder/Managing Director of New Capitalist where she facilitated the
placement of $20 million of private equity funds to entrepreneurs and minority-owned businesses. She
holds a BS in Finance from Georgetown and an MBA from American University.

STOCKTON WILLIAMS, DIRECTOR OF GREEN ECONOMY INITIATIVES FOR LIVING CITIES,
leads Living Cities’ activities to create opportunities for low-income people in the green economy. He
previously served as Chief Strategy Officer at Enterprise Community Partners, where he was responsible
for the Green Communities initiative, which invested more than $617 million in affordable green homes.
He holds a BA from Princeton and an MS in real estate development from Columbia.

AMY CHUNG, SOCIAL INVESTMENT MANAGER FOR LIVING CITIES, is responsible for Living
Cities’ Catalyst Fund investments. Prior to Living Cities she was a Vice President at Citi Community
Capital, where she originated, structured and underwrote social investrents. She holds a BA and MBA
from Northwestern University and a Masters in Public Administration from Harvard.
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The projected outcomes mentioned in this brief are based on the following methodology:

Of the $200 million in total financing generated, 75 percent ($150 million) will be for residential retrofits and
25 percent ($50 million) will be for commercial/community facility retrofits.

15,000 homes is based on an average retrofit investment of $10,000 per unit. 2,000 commercial/community
buildings is based on an average retrofit investment of $25,000 per unit. Experience in the market suggests that
25% energy efficiency can be achieved for these levels of investment,

$6 million in total annual household savings from residential retrofits is based on average household savings
of $400 per unit, consistent with data on the Weatherization Assistance Program (WAP) from the U.S.
Department of Energy (DOE),

Carbon dioxide emissions avoided assume an average of 1.8 tons of avoided emissions per residential unit and
an average of § tons of avoided emissions for commercial/community facility buildings (assuming an average
nonresidential building size of 10,000 square feet). Research by Cleveland State University; data from DOE
on the WAP; and pilot program experience from Enterprise Community Partners suggests that these levels
of avoided emissions are achievable based on a 25 percent improvement in energy efficiency. Cars raken off
the road is based on applying the U.S. Environmental Protection Agency’s “Greenhouse Gas Equivalences
Calculator” to the aggregate projected carbon dioxide emissions avoided.

Jobs created are based on 12.5 jobs for every $1 million invested, which is within the range of estimates
in recent modeling by the Center for American Progress, the Political Economy Research Institute at the
University of Massachusetts Amherst, the National Assoctation of Homebuilders and others.

Improved health and productivity is based, broadly, on research by the DOE’s Lawrence Berkeley National
Laboratory and Fisk, “FHow IEQ Affects IHealth, Productivity,” ASHRAE Journal, May 2002. 38,000 individuals
served assumes 2 occupants per residential unitand § regular occupants of commercial/community buildings.

Preliminary-Confidential | The Energy Efficiency Cpportunity Fund, LLC
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COUNTY OF SANTA CLARA
REQUEST FOR APPROPRIATION MODIFICATION
FISCAL YEAR =

2010

Agency/Department Name: Office of the County Executive

Line
# Description

Fund

Superior
Fd Cntr

Cost
Center

G.L.
Account

Project Definition/ Amount (in Dollars)

Employee Class Revenue

Expenditure

For
Controller's

Office

Only

Contingency Reserve

0001

910

1010

5701000

(250,000.00)

Salaries without Benefits

0001

107

1107

5102000

150,000.00

Contract Services

0001

107

1107

5255500

100,000.00

© | |IN|Jo |Jo|d |WwIN |-

10

11

12

13

14

15

16

17

18

19

20

21

22

23|Transfer from trust fund (Fund #

24|Transfer from fund balance (Fund #

25|Others - Describe:

26

27|Total forwarded from other pages (Page to )

TOTAL

0

.00 0.00

[ TRecognize new expenditure/revenue (ongoing)
[_IRecognize new expenditure/revenue (one-time)
[_1Re-appropriate prior year unspent expenditures (one-time)

Others

Brief Description: Transfer funding from the Contingency Reserve for new position costs in FY 2010

SAP Document numbers

Prepared By :

FM

Entered to SAP by:

Date entered :

Name (print): Sally Logothetti

Telephone: 299-5141

Clerk of the Board

Transmittal #136

Approved by the Board of Supervisors

Clerk of the
Board By:

Date




ORDINANCE NO. NS-5.10.57

AN ORDINANCE AMENDING SANTA CLARA COUNTY ORDINANCE
NO. NS-5.10 RELATING TO THE COMPENSATION OF EMPLOYEES

The Board of Supervisors of the County of Santa Clara ordains as follows:
SECTION 1:

In SECTION 7 — COUNTY EXECUTIVE — BU 107, the following shall be added:

1 W30 Management Analysis Program Manager Il — U
1 Q03 Program Manager | — U
SECTION 2:

This Ordinance shall take effect January 12, 2010. This Ordinance shall be
implemented on January 11, 2010. Section 1 of the Ordinance shall expire June 30, 2011 at
11:59 pm.

PASSED AND ADOPTED by the Board of Supervisors of the County of Santa Clara,

State of California, this by the following vote:
AYES: Supervisors,
NOES: Supervisors,

ABSENT:  Supervisors,

Ken Yeager, President
BOARD OF SUPERVISORS

Signed and certified that a copy of this
document has been delivered by electronic
or other means to the President, Board

of Supervisors.

Attest:

Maria Marinos
Clerk of the Board of Supervisors

sb- Original 12/15/09 Form Approved by County Counsel 10/07



RESOLUTION OF THE BOARD OF SUPERVISORS OF THE COUNTY
OF SANTA CLARA MAKING CEQA FINDINGS AND AUTHORIZING
THE FILING OF AN APPLICATION FOR STATE ENERGY PROGRAM
(“SEP”) FUNDING FROM THE CALIFORNIA ENERGY COMMISSION

WHEREAS, the County of Santa Clara recognizes that it is in the interest of the regional,
state, and national economy to stimulate the economy, create and retain jobs, reduce fossil fuel
emissions, and reduce total energy usage and improve energy efficiency within our jurisdiction;
and

WHEREAS, State Energy Program (“SEP”) funds are available through the California
Energy Commission’s SEP for grants to eligible local governments for energy efficiency, energy
conservation, renewable energy, and other energy related projects and activities authorized by
the American Recovery and Reinvestment Act of 2009 (“ARRA”); and

WHEREAS, SEP allows for cities, counties, or groups of cities and counties in California
to apply for SEP funds on behalf of eligible local governments; and

WHEREAS, the County of Santa Clara is eligible for SEP funding under the California
Energy Commission’s SEP; and

WHEREAS, the County of Santa Clara is proposing implement a program for financing
the energy efficiency, energy conservation, renewable energy, and other energy related projects
and activities authorized by ARRA, which program is described in Exhibit A for the purpose of
qualifying for SEP funds from the California Energy Commission; and

WHEREAS, the County of Santa Clara has considered the applicability of the California
Environmental Quality Act (“CEQA”) to the approval of the program for financing energy
efficiency, energy conservation, renewable energy, and other energy related projects and
activities authorized by ARRA described in Exhibit A.

NOW, THEREFORE, BE IT RESOLVED by the Board of Supervisors of the County
of Santa Clara, State of California, as follows:

1. The Board finds that submitting an application for, and obtaining, SEP funding to
finance energy efficiency, energy conservation, renewable energy, and other energy related
projects and activities authorized by ARRA as described in Exhibit A is not a “project” under
CEQA because the program would be a government funding mechanism that would not involve
any commitment to any specific project which may result in a potentially significant physical
impact on the environment. (Title 14, Cal. Code Regs., § 15378(b)(4).)

2. The Board authorizes the County Executive and his designees to submit an application
on the County’s behalf to the California Energy Commission for up to $2 million in SEP funds
for the program for financing energy efficiency, energy conservation, renewable energy, and
other energy related projects and activities authorized by ARRA described in Exhibit A.

Resolution Authorizing Filing
of SEP Application for County Page 1 of2



3. If recommended for funding by the California Energy Commission, the County
Executive is authorized to accept a grant award on the County’s behalf and to enter into all
necessary contracts and agreements and amendments thereto to implement and carry out the
program for financing the projects described in Exhibit A.

PASSED AND ADOPTED by the Board of Supetvisors of the County of Santa Clara,
State of California, on , 2009, by the following vote:

AYES:
NOES:
ABSENT:
ABSTAIN:

Signed and certified that a copy of this
document has been delivered by electronic
or other means to the President, Board of
Supervisors.

ATTEST:

Maria Marinos
Clerk of the Board of Supervisors

APPROVED AS TO FORM AND LEGALITY:

iyt

Lizanne Reynolds
Deputy County Counsel

Exhibits to this Resolution:
A — Program Description

Resolution Authorizing Filing

Liz Kniss, President
Board of Supervisors

of SEP Application for County Page 2 of 2



Program Title: Green Pays Santa Clara County
Amount Request; $1,500,000

Program Description: Green Pays Santa Clara County, a pilot community financing
initiative will offer opportunity for investment in a scalable, financially self-sustaining
program that will support the residential energy efficiency retrofit program that the
County will launch in 2010 possibly in conjunction with ABAG. This Property Assessed
Clean Energy (PACE) program will support energy retrofits of homes that involve little to
no upfront cost to homeowners, transferability if property is sold, and minimal expense
to the county after initial program development. Helping residents to finance their
energy efficiency and renewable energy projects will lower their energy bills, fight giobal
warming, and create high-quality green jobs.

The County of Santa Clara is submitting a grant to the California Energy Commission
for $2 million to implement Green Pays in Santa Clara County. As an adjunct to the
ABAG regional energy efficiency program and the CaliforniaFIRST program, the Green
Pays pilot will provide the opportunity for 200 residents to finance their home retrofits
and renewable energy projects. A unigue component of the program is that funding for
Green Pays will come from an Energy Efficiency Opportunity Fund, a private investment
opportunity that allows investors to achieve a reasonable return on their funds while
participating in the provision of energy efficiency to low-moderate income homeowners
and creating green technology jobs.

Startup costs, ongoing administration costs and grants for low income housing will be
paid for by the grant funding. The Fund will provide the means for homeowners to install
proven energy efficiency and renewable energy measures in their homes such as
insulation, air sealing, lighting upgrades, efficient heating and cooling systems,
renewable energy installations and solar hot water heaters.



