YUCAIPA ENERGY INDEPENDENCE PROGRAM
INFORMATION FOR LENDERS REGARDING ASSESSMENT FINANCING

What kinds of properties/owners are eligible for assessment financing?

Assessment financing is available for residential, commercial, industrial or any
other real property that is subject to secured property taxes. Property owners
may be individuals, associations, business entities, cooperatives, and virtually
any owner which pays real property taxes.

What kinds of improvements are eligible for assessment financing?

Assessment financing is available for energy efficiency, water efficiency and
renewable energy improvements that are permanently affixed to the property. In
general, eligible improvements include solar panels, high efficiency heating and
cooling systems, high efficiency windows and insulation, low flow toilets, on-
demand hot water systems, and “smart” irrigation controllers, among others.

Are there limits on the amount of financing available to the

owner through assessment financing?

Improvement costs must be reasonable in relation to property value. As a
guideline, proposed Improvements should not exceed 10 percent of assessed
valuation. If more costly Improvements are proposed, the Program Administrator
may require additional information supporting the reasonable relationship of the
Improvements to the property, and the ability of the property owner to repay the
assessment. Projects under $50,000 may be approved by Program
Administrator. Projects between $50,000 and $100,000 must be approved by the
City Manager. Financing over $100,000 must be reviewed and approved by the
Yucaipa City Council at a public meeting.
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Are there eligibility requirements for property owners to receive

assessment financing?

Applicants must be current on property taxes and any mortgages for the property. For
commercial properties, the property owner is required to provide written
documentation of consent from a first lender, unless the lender has agreed to have
property owners participate in the Program without further review by the lender.
Property owners may not be in bankruptcy and the property may not be an asset in a
bankruptcy proceeding.

How long does the assessment lien remain in place?

The assessment lien remains until the financing is paid off, which is scheduled to be ten,
fifteen, or twenty years.

What is the priority of the assessment lien compared to the lien held by

my institution?

The contractual assessment lien has the same priority as property taxes and other
assessments. See Streets & Highways Code section 5898.30. This means that in the
event of a default or foreclosure, the contractual assessment lien would have priority
over your liens.

If in the event my institution forecloses on a property, must we pay off

the assessment?

In the event of a foreclosure by your institution, as with any outstanding property tax
liens, only the amount of the assessment that is due or in default would need to be paid
at the time of the foreclosure. The remainder of the assessment remains a lien on the
property, assumed by the purchaser.

In the event of a default on payment of the assessment, the City would normally treat
the default in the same manner as a default in property taxes. Generally, properties are
sold for failure to pay taxes after the taxes remain unpaid for five years. In the event the
City proceeded to foreclose on property because of the unpaid assessment lien (i.e., if
covenants in bonds sold to finance the Program required foreclosure), you as a lien
holder would receive notice, and have an opportunity to cure the non-payment.

Why is assessment financing a benefit to my institution?

There are several benefits to your institution by allowing the Program to finance
improvements on properties for which you hold a security interest. First, of course,
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unlike a home equity line of credit, the funds provided by the City Program can only be
spent on renewable energy or energy efficiency improvements that are permanently
affixed to the property. These improvements will add market value to the property, or
extend the life of the existing property.

Second, generally, the lien periods are shorter than the useful life of the Improvements
installed, so your institution will enjoy the extra value as added security interest after
the assessment has been paid and the lien removed.

Finally, we all need to participate in the effort to reverse climate change and reduce
dependence on fossil fuel. In the current difficult fiscal environment, there are very few
avenues open to property owners to finance the types of improvements needed to
“green” their property. Supporting a program that facilitates these changes will benefit
our whole community. We would be proud to acknowledge your support in this
endeavor.

If you have additional questions, please contact Greg Franklin or Dustin Gray at (909)
797-2489.
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