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Property Assessed Clean Energy (PACE) Loss Reserve Program

Summary
Program Goals

The PAGE Logs Reserve Program (he Program launched in March 2014 1o support residential PACE financing for energy or water efficiency improvements, the
instatigtion of distrituted ge o renewabis energy sources, and electric vehicle charging infrastructure following concerms raised by the Fedarat Housing
Financing Agency (FHEA) cegarding the polential risks PALE financing may pose to first montgage holders, The Progeam is intended to mitigate polential risk 1o firsl
mongage lenders by making Bem whoig for ingses incured due io the existence of a frst-prionty PAGE lien on a property during g forsclogurs or forced sale.

I communications with the California Alternative Energy antt Advanced Transportation Financing Authority (CAEATFAY, FHFA has indicated that the Program rines
not address alt of its concerns and that it retaing its position regarding the first-priority ten structure inherent to PACE. CAEATFA will continue o operate the
reserve as a first-slep in addressing any risks to first morigage lenders associated with PACE. During this ime, CABEATEA will aise eollect necessary data on he
pariorrance of PACE financig over tima to better understant e actual sk o mongage kndars and nform futlrs best practioes and standards for residentiat
PACE financing

Function of the Reserve

The PAGE Loss Reserve (he Reserve) makes first mortgage lenders whols for any direct losses incurrad due [o the existence of a PACE Hen on a property during
a foreclosure or forced sale, The Reserve covers the following losses:

1. PALE payments paid while a first mortgage lender is in possession of a foreciosed home,
2. Any losses jo the first mortgage lender up 1o the amound of putslanding PACE assessments in 8 forced sale far unpald taxes or special assessments,

PACE amministrators subemit ciaims directly te CARATFA and provide satisfactory evidence of an elighble loss, inctuding but not imited 10 the foss amount, the name
of ihe first mongags lender and the daie of loss or losses, Payment from the Reserve may be used as a reimbursement 1o the PAGE administrator or a5 a frags-
through W the firsl morigage lender,

Coverage of PACE Porifolios by the Reserve

Each eligible financing originated by an enrolled PACE adminlstrator and inchuded In its sembannual reports may be coversd by the Reserve for s fl fernt,
Additanally, PACE administeators that applisd o the Program on or hefore June 8, 2014 wers allowed to have thelr entire exisling portfolios included under the
Reserve to maximize the Program's effectiveness. To aliow new PACE programs {created on or after March 10, 2014} to enrall in the Frogram without delaying
thelr operations, the Reserve afso covers financings originated up to 30 days befers their enroliment date

Appiication to Participate

To enroll in the Program, a PACE administrator must submit an apgl)

with the foflowing altachments:

1. The formation docunments recuired pursuant o
a. Streets and Mighways Code Sections S898.20 - 584R.22 and 589824 or,
b, Chapter 2.5 (commencing with Section 53311} of Part 1 of Division 2 of Title 5 of the Government Gode: or,
c. Far charder cities only: a copy of a resolution or oiher document adopte by the city's governing board evidencing approval of the PACE Program.
2. ot incheded in the documantation required i (a) above:
a. Documents showing tat the undeneriling criteria fisted i Section 1008 1(k) of the Program regulations are met;
b Adetalied description of the PACE Program’s ransactions! activites and costs assodated wilh financing:
. Adelaied description of the PACE Program's quality assurance and consumer protection requirements as retated 1o achivving efficiency and clean
anergy praduction; and
4. Adelailed dascriplion of any cradit enhancement associated with the PACE Program,
3. Hthe PACE Program is administored by a third-paty, the letter described in Section 1008¥(5) of the Program reguiations cerifying that the PACE Progeam
has tha ability o gudit the records of the third-party administrator signed By an appropriate public official,
A4 A certificate incuding the signatures of individuals authorized to sign on behalf of the PACT Program

Reposting

Enrofied PACE programs must report 1o CAEATEA on the size and status of their portfolios in March and Octeber of each year. Each report includes detaiied
mfornation on the financings issued during the reporting period. The Cotober report will aise include infarmation on the size and value of he cumulative finaneing
partfalio and information on energy and water savings resulting from the funded projocts. As of Janugry 30, 2015, the Program’s administrative fee is stisprended

Funding Level

The Gudget Act of 2013 funded the Program with $10 million. CAEATFA anticipates the $10 milion will lest beyond ten years in most scenaris. Even in VerY
conservative scenarios with Mgh PAGE porffolio grow and enroliment and high caim rates, the Reserve 1s expacted (o last though the Program's eighth year.
After & lew years of aperation, CAEATFA should have a better understanding of actual PACE portfolio growth, parformance and sacollment, s wel as caisi rates
and amounds, which will afow for more predse projections.
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