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Introduction

Chairman Levin, Ranking Member Camp and Members of the Committee, thank you for this opportunity to
appear before you today as you examine “Energy Tax Incentives Driving the Green Economy.” We are pleased
to have the opportunity to discuss the Sonoma County Energy Independence Program, a model of multi-
jurisdictional and public-private partnership for the betterment of the community.

Sonoma County, which has long been a progressive leader in the area of green energy and environmental
stewardship, immediately identified California Assembly Bill 811 (AB 811), known nationally as PACE (Property
Assessment Clean Energy), as a tremendous strategic opportunity to help us reach our aggressive Green House
Gas reduction goals, eliminate barriers for property owners to make energy efficiency improvements and
provide jobs in the local “green” construction industry. The Sonoma County Energy Independence Program,
also known as SCEIP, was born, and opened for business on March 25, 2009.

How SCEIP Works

SCEIP uses the authority granted by AB 811 to finance renewable energy, energy efficiency, and water
conservation improvements to real property. Sonoma County was the first County in California to create an AB
811 program, and partnering with the nine cities in the County, is the first in the nation to make such a
program available to all Sonoma County residential and commercial property owners regardless of where they
live.

Sonoma County and the Sonoma County Water Agency jointly pledged $100 million to fund the program,
making it the largest of its kind. After one year of operation, SCEIP has received over 1,200 applications for
$41 million in energy improvement financing. Of that $41 million, more than $26 million of the requests have
been approved, and nearly $24 million have been disbursed to projects that are already completed. Because
long-term financing is provided through the bond market, securitization, and private placement, SCEIP can
continue to grow, allowing the energy and water conservation improvements to continue as long as there is a
demand.



By removing barriers for individuals and businesses to install energy efficient retro-fit technologies, the
Program is helping Sonoma County achieve our Green House Gas reduction goals. Coupled with the
substantial injection of funding into the local green construction economy, SCEIP has provided a significant and
real economic stimulus for our local community. Statistics provided by the California Employment
Development Department show an increase in Green Building Industry jobs in Sonoma County of 7.5% in
October 2009 as compared to January 2009. Both neighboring Napa and Solano Counties which do not have a
program similar to SCEIP experienced 3.0% and 2.6% decreases respectively for the same two months.

Participation in SCEIP is simple and completely voluntary. Any Sonoma County property owner, whether
residential or commercial, can propose energy or water efficiency improvements to their property. When the
project is approved, the owner enters into a tax assessment agreement with the County, whereby the program
pays for the project, and the property owner agrees to repay the amount through increased property
assessment included on their annual property tax bill. The assessment remains with the property, and
therefore can be passed from one property owner to the next just as the energy efficiency benefits remain
with the property.

Financing can range from a minimum amount of $2,500 up to a maximum amount that is limited to 10% of the
property value. Assessments from $2,500 to $5,000 are paid off over a period of 5 or 10 years, while
assessments over $5,000 may be paid back over 10 or 20 years. The property owner chooses the re-payment
time period at the time they submit their application. The property owner agrees to a 7% fixed interest rate on
the assessment. Through short and long term financing below the 7%, an interest rate spread is created to
finance the operating costs of the Program. By structuring the financing in this way, the County has created a
cost-neutral program that will not negatively impact other critical governmental programs and services, which
is particularly significant during these difficult financial times.

Approximately 70% of Sonoma County’s residents live inside its nine incorporated cities. We recognized that
city residents must be included in the program in order for the program to be financially viable and to achieve
the maximum environmental benefits. Coordination with the cities began early and was vigorous. The actual
process required careful coordination and timing in the passage of resolutions by each jurisdiction, along with
the placement of satellite storefronts in each jurisdiction to help inform and assist residents regarding the
program.

Partnerships for Success

From the outset, we recognized how critical partnership would be to the success of the program. In addition to
partnerships between the County and the cities within Sonoma County, the program worked to join with the
business and non-profit communities. The business community became an invaluable partner to help market
the program to the community, providing businesses with a tool to help attract and finance projects that
property owners were otherwise shying away from because of a lack of attractive private financing options.
Business associations such as the North Coast Builders Exchange were critical in helping shape and streamline
the program to ensure efficiency, ease, and accessibility for participants. Non-profits in the environmental
community, in particular, Solar Sonoma County, have also been key technical advisors on the benefits of
emerging efficiency technologies, and have helped to deliver the message and benefits of the program
throughout the State and the Nation.



The building community also provided invaluable support and ideas for improving the program. One of these
ideas was the provision for “draws” or partial payments as certain phases of the project were completed; a
standard practice in the construction industry. Without this, contractors would need to fund entire project
costs and await payment after project completion, inspection and fund disbursement, which could take up to
one month. Now, partial payments are available for projects over $60,000. By ensuring this and other areas
were addressed early on, the program was able to establish a more streamlined and business-friendly
operation.

The energy community is also an active partner. Energy audits help to ensure the best choice in technology
and allow for measureable environmental results arising from the program. Currently, commercial properties
are required to conduct an energy evaluation, and the program strongly encourages energy audits for
residential participants as well — the cost of which can be included in the financing provided through the
program. As the local market of energy auditors increases, we anticipate an energy audit/plan requirement for
all residential participants.

The Federal Government can play an important role in this effort too. Through offering tax incentives for
municipalities to undertake PACE programs, the federal government would enable counties and cities to
reduce the interest rate of the financing mechanism, which would provide a very competitive rate to the
consumers. That would in turn induce more property owners to participate, and create more jobs. One such
federal incentive for PACE financing is to provide tax exempt status on PACE Municipal bonds. HR 3525,
sponsored by Congressman Mike Thompson, provides tax exempt status for PACE bonds. Sonoma County
supports HR 3525. Other possible incentives might include expanding the qualifying capital expenditures for
Build America Bonds (BAB’s), and Qualified Energy Conservation Bonds (QECB’s) to include PACE-financed
expenditures in private property. Other ways to partner with us is to offer Government guarantees of PACE
Municipal Bonds and PACE securitizations, sponsor an “Energy Bank” to invest in the Program with both long-
term and short-term “warehouse” financing and qualify programs for Community Reinvestment Act
investment to incent participation by local banks, or to develop grant or line of credit offerings for one-time
funding to encourage nationwide implementation. In all of these ways the Federal Government can support
efforts to replicate our experience nationally, stimulate local job markets and economies, and at the same time
achieve GHG reduction goals.

Conclusion

Through collaboration with government, business, and non-profit partners, Sonoma County has been able to
forge ahead with a financially sustainable program that furthers our community’s strategic priorities of
environmental sustainability and local economic vibrancy. In doing so, the program has become a shining
example of government innovation and collaboration. However, the continued success of the Program teeters
on Sonoma County’s ability to obtain constant low cost short and long term financing which, in turn, will be
passed on to the participating property owners to further encourage self-funded energy conservation, clean
energy generation and water conservation improvements to their properties. We believe expanding our
partnership to federal and state governments is essential to achieving low cost financing.

Thank you again for the opportunity to appear before you today. | am happy to answer any questions from
members of the Committee.



