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Part I:  Measure Information

	Bill Request #:
	1576


	Bill #:
	HB 404 HCS 1


	Bill Subject/Title:
	An Act relating to energy project assessment districts.


	Sponsor:
	Representative James Kay


	Unit of Government:
	x
	City
	x
	County
	x
	Urban-County

	
	x
	Charter County
	x
	Consolidated Local
	x
	Unified Local Government


	Office(s) Impacted:
	Offices relating to or responsible for property taxation, assessments, lien enforcement, bonding authority, sheriffs' offices, county clerk


	Requirement:
	 
	Mandatory
	x
	Optional


	Effect on
	
	
	
	
	
	

	Powers & Duties:
	 
	Modifies Existing
	x
	Adds New
	 
	Eliminates Existing


Part II:  Purpose and Mechanics
HB 404 HCS 1 retains the original provisions of HB 404, except that it:

Clarifies public purpose language and provides that no provision of the Act can be interpreted to expand the statutory powers of eminent domain belonging to a local government, state agency, or private entity;

Provides that any fees imposed on participating property owners by the local government may not exceed the costs of services performed. These fees may also defray the costs incurred by various county offices relating to the collection of the assessments; and

Requires that a local government may only engage financing to administer a program from financial institutions whose deposits are insured by the Federal Deposit Insurance Corporation.
The provisions of HB 404 HCS 1 are modeled on the national Property Assessed Clean Energy (PACE) program.  HB 404 HCS 1 is enabling legislation providing for the creation of energy projects financed by additional property tax assessments on real property. The bill calls this Act the “Energy Project Assessment District Act.”

The bill defines a number of terms, including “energy improvement,” which means “any permanent improvement fixed to real property and intended to increase the efficiency of energy use or decrease water or energy consumption or demand.”  “Energy project assessment district” means “a geographic area designated by a local government within which energy projects may be undertaken and financed through the imposition of an assessment”  “Real property” is defined to exclude residential property having fewer than five units. 
Energy projects may exist within a single government district or may be jointly developed and operated by combined districts. Essentially, an energy project (within a declared “energy project assessment district”) is provided funding through local government or a third party lender to a property owner for creation of a project. In turn, the property owner is assessed an ad valorem tax to pay back the lender (in nearly all cases, this is a local government which has issued bonds to fund energy projects). In addition to a tax assessment for the cost of the project creation, a local government may also impose fees for the cost of administering the program. To enforce payment of the tax assessment, local governments would levy a first and prior lien against the property. Existing mortgage lien holders would have to agree to this imposition of an assessment and the first lien provision.
Part III:  Fiscal Explanation, Bill Provisions, and Estimated Cost
All provisions of HB 404 HCS 1 relating to energy project districts, projects, and program creation are voluntary; therefore, there is no unfunded local government mandate. However, in the event a local government elects to establish an energy program there are numerous minimal to moderate costs involved, with minimal to moderate off-setting revenue.  The size and fiscal strength of a local community, the financial security of the funding mechanisms, and the viability and type of project undertaken would all be important factors. 

Costs would be incurred in:

1. Program development;

2. Ordinance development, publication, and taking up of ordinances at meetings;

3. Personnel to administer the program;

4. Legal and administrative fees related to the issuance of bonds and subsequent management of bonds to finance the project;

5. The identification, collection, and distribution of additional assessed taxes by the sheriffs’ office, PVA, and county clerk’s office; and

6. Possible lien enforcement and collection.

With the success of an energy project may come a decrease in taxes or fees associated with utility usage, as a consequence of increased energy efficiency.

The following revenues and benefits can be expected:
1. According to the Greater Cincinnati Energy Alliance there would be job growth (retro-fitting infrastructure), improved property values (more comfortable, energy efficient environments increasing property values), local revenue generation from increasing property value assessments (over time), and other related economic develop enhancements;
2. Increased water conservation and perhaps water quality;

3. Taxes and fees established to offset the project and administration costs; and
4. Reduced greenhouse gas emissions in the area served by local government.
Because PACE programs such as the one provided for in this bill are funded through grant funding and issuance of bonds paid off by property owners’ tax assessments (enforced by a first and prior lien), the provisions create protections for local government from financial liability.
	Data Source(s):
	LRC staff, Frost, Brown and Todd (law Offices, Lexington, Kentucky), Brickler and Eckler (law offices, Toledo Ohio), PACE Now New York) National Renewable Energy Laboratory (Golden Colorado), Cincinnati Energy Alliance
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