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Climate & Air Quality Committee

Monday, August 9, 2010 at 10:00 a.m.

Roll Call: Directors Karpinski-Costa, McBride, Montna, Payne, Scherer, West, Vice

Chair Cosgrove and Chair Gray

Members of the public may comment on any item on the agenda at the time that it is
taken up by the Committee. We ask that members of the public come forward to be
recognized by the Chair and keep their remarks brief.

1. | Minutes of the August 9, 2010 Meeting €

2. | Scenario Results and Final Targets for Regional Greenhouse Gas Targets
(Mr. Garry)

3. | Greenwise Sacramento (Yvette Rincon, City of Sacramento)

4. | Status of Metropolitan Transportation Plan Scenario Development (Ms. Lizon)

Update on HUD Regional Planning Grant Application (Mr. McKeever)

|

Sacramento Emergency Clean Air and Transportation Program (SECAT)
Enhancements to Address Emissions Using Land Use Strategies (Larry
Greene, SMAQMD)

7. |Update on Property Assessed Clean Energy Programs (PACE) (Mr. Porter)

8. Other Matters
9. Adjournment

<« Indicates Action

Prepared by: Approved by:
Mike McKeever Jim Gray
Executive Director Chair

Next committee meeting: August 30, 2010 (in lieu of September 6)

The Meridian Plaza Building is accessible to the disabled. If requested, this agenda, and documents in the agenda packet can
be made available in appropriate alternative formats to persons with a disability, as required by Section 202 of the Americans
with Disabilities Act of 1990 and the Federal Rules and Regulations adopted in implementation thereof. Persons seeking an
alternative format should contact SACOG for further information. In addition, a person with a disability who requires a
modification or accommodation, including auxiliary aids or services, in order to participate in a public meeting should contact
SACOG by phone at 916-321-9000, e-mail (sacog@sacog.org) or in person as soon as possible and preferably at least 24
hours prior to the meeting.

Parking is available at 15" & K Streets
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ltem #10-08-1

Climate & Air Quality Committee Action
July 29, 2010

Minutes of June 7, 2010 Meeting

Issue: The Climate & Air Quality Committee met on June 7, 2010.

Recommendation: Approve the minutes of the meetings as submitted.

Discussion: Attached are the Draft Action Minutes of the June 7, 2010 meeting for approval.

Approved by:

Mike McKeever
Executive Director

MM:GG:le
Key Staff: Gordon Garry, Director of Research & Analysis, (916) 340-6230

Attachment

S\SACOG\Board\Climate & Air Quality\2010\August\1-Minutes.doc



SACRAMENTO AREA COUNCIL OF GOVERNMENTS
CLIMATE & AIR QUALITY COMMITTEE

DRAFT ACTION MINUTES

The SACOG Climate & Air Quality Committee met on June 7, 2010, in the Rivers Rooms on the
Third Floor of the Meridian Plaza Building, located at 1415 L Street, Sacramento, CA, at 10:00
a.m.

CALL TO ORDER: Chair Gray called the meeting to order at 10:03 a.m.

ROLL CALL: Present: Directors Karpinski-Costa, McBride, Payne, West, Vice Chair
Cosgrove and Chair Gray
Absent: Director Montna and Scherer

1. Minutes of April 5, 2010 Meeting

Upon motion by Director McBride, seconded by Director Cosgrove, the Climate & Air
Quality Committee unanimously approved the minutes of the May 10, 2010 meeting.

Director Karpinksi-Costa was not present for this item.
2.  Recommended Targets to Submit to California Air Resources Board

The committee received and reviewed this report, presented by Mike McKeever, SACOG
Executive Director.

3. Update on Metropolitan Transportation Plan Focus Groups

The committee received and reviewed this report, presented by Monica Hernandez,
SACOG staff.

4.  SECAT Program Enhancements to Address Emissions Using Land Use Strategies
The committee received and reviewed this report, presented by Larry Greene, SMAQMD
Executive Director.

5. Federal Climate Bill

The committee received and reviewed this report, presented by Mike McKeever, SACOG
Executive Director.



Other Matters:
None
Adjournment

Chair Gray adjourned the meeting at 11:14 a.m.
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Climate & Air Quality Committee Information

July 29, 2010

Scenario Results and Final Targets for Regional Greenhouse Gas Targets

Issue: What are the scenario results and final targets for the regional greenhouse gas targets?
Recommendation: None; this is for your information only.

Discussion: This item will be forwarded to the committee prior to the meeting.

Approved by:

Mike McKeever
Executive Director

MM:GRG:le

Key Staff: Gordon Garry, Director of Research and Analysis, (916) 340-6230
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Climate & Air Quality Committee Information
July 29, 2010

Greenwise Sacramento

Issue: The Greenwise Sacramento initiative is designing a strategy to boost a “green economy”
in the region.

Recommendation: None; this is for information only.

Discussion: In an effort to develop a shared regional vision to boost the economy, create green
jobs, develop innovative policy and raise the public’s Green 1Q, Sacramento Mayor and SACOG
Director Kevin Johnson has launched the Greenwise Sacramento initiative. Yvette Rincon,
Sustainability Manager for the City of Sacramento and a core staff member for the initiative, will
present additional information at the Committee meeting.

The initiative will culminate in an action plan that will be developed over 8 months and involve
over 300 participants. The plan will be unveiled in January 2011 at the Sacramento State of the
City address.

Five policy areas are central to the initiative: Energy; Waste & Recycling; Green & Clean
Technology; Water & Nature; and Urban Design & Green Building. SACOG’s Executive
Director Mike McKeever is serving as the team leader for Urban Design and Green Building.

At the August 19, 2010 SACOG Board meeting, Director Johnson will provide a workshop on
the initiative.

Approved by:
Mike McKeever
Executive Director
MM:GRG:le

Key Staff: Gordon Garry, Director of Research & Analysis, (916) 340-6230

S:\SACOG\Board\Climate & Air Quality\2010\August\3-Greenwise Sacramento.doc 1100713
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ltem #10-8-4
Climate & Air Quality Committee Information
July 29, 2010

Status of Metropolitan Transportation Plan Scenario Development

Issue: Update on development of land use and transportation scenarios for use in public workshops for the Metropolitan
Transportation Plan (MTP).

Recommendation: None; this item is for information only.

Discussion: At its June 17, 2010, meeting, the SACOG Board directed staff to develop land use and transportation
scenarios using the framework in Attachment 1. The scenarios will be used for public outreach and education in the MTP
update public workshops which will be conducted this October. Since then, staff has been creating three scenarios with
additional input from member and partner agency staffs. In addition, performance measures will be developed that will
describe the three scenarios, based in part on the input received through the MTP focus groups and SACOG advisory
committees and the data and models available to us. Staff developed a set of working draft memoranda that describe in more
detail the method for building the scenarios. They are attached and briefly described below:

A Summary of Draft Growth Projections and Comparison to Past Projections, Attachment 2: Explains the
differences between the regional population, household and employment projections used in the Blueprint study, the
adopted MTP, and those used in this MTP update.

A Method for Developing MTP Update Growth Projections, Attachment 3: Provides the method and rationale for
creating the MTP growth projections and the relationship of this standard process to the MTP update scenarios.

A Land Use Framework for Alternative Scenarios for the MTP update, Attachment 4: Provides the framework for
creating the land use component of the MTP update scenarios and provides definitions of terms and the data sources that
will inform the land uses in the scenarios.

A Draft Criteria for the MTP Common Projects List, Attachment 5: Provides the method that will be used to develop
a list of transportation projects that are common to all of the scenarios.

A Transportation Framework for Alternative Scenarios for the MTP Update, Attachment 6: Provides land use-
transportation thresholds and definitions of terms that will be used to create three unique transportation scenarios with the
remaining budget not allocated to the common project list.

The month of August will be focused on refining the scenarios and developing the workshop exercises for soliciting public
input. In early September, the MTP focus group participants will be invited back to help refine the workshop exercises and
materials. The balance of September will be focused on refining the workshop exercises and materials preparation.

Approved by:

Mike McKeever
Executive Director

MM:GRG:le

Attachments

Key Staff: Gordon Garry, Director of Research and Analysis, (916) 340-6230
Bruce Griesenbeck, Principal Transportation Analyst, (916) 340-6268
Kacey Lizon, Senior Planner, (916) 340-6212
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Attachment 1

PRoOPOSED FRAMEWORK FOR MTP PuBLIC WORKSHOP SCENARIOS

Scenario Local Streets Bridges and
Name Land Use Transit Ped/Bike Freeways
Compact A Shuttles A Bike Lanes A TS
Development A Commuter bus A ITS A Auxiliary Lanes
Sample Mixed Use A Fixed route bus A Complete Streets | A HOV Lanes
Projects/ Developmentin | A BRT A Street widening A Interchanges
Measures Transit Priority A Street car A Bridges
Areas A LRT A New Mixed Flow
Compact A Emphasis on A Complete streets A Balance of
housing share = shuttles, commuter opportunities in projects between
61% (same as bus, fixed route new growth areas existing and
2008 MTP) bus A Some opportunity future
1 Compared to A BRT, street car and for complete streets bottlenecks
MTP: LRT where “remodeling”
Smallest share density/mix A Conventional street
of growth in supports it widening for
TPAs of the 3 bottlenecks
scenarios
Compact housing | A More opportunities | A Similar to #1 A Emphasis on
share = 68% for higher frequency | A More opportunities existing
(similar to bus and street car for complete streets bottlenecks
2 Blueprint)
More growth in
TPAs than #1
Higher share of | A More opportunities | A More opportunities | A Greater
growth in TPAs for streetcar and for complete streets emphasis on
TPA growth more LRT, and other rail | A Greater reliance on existing
3 focused in services ITS/management bottlenecks and
location, higher urban core

density—more
transit-oriented
development




Attachment 2 will be provided before or at the committee meeting.



Attachment 3

METHOD FOR DEVELOPING MTP UPDATE GROWTH PROJECTIONS
(FOR SCHEDULED ADOPTION IN DECEMBER 2011)

1. Purpose: This describes the general framework SACOG will use to develop the land use
component, or growth pattern, for the next Metropolitan Transportation Plan (MTP). The
update to the MTP is expected to be adopted by the SACOG Board no later than December
2011. Every MTP contains a description of the expected growth pattern for the years
covered by the plan. This update cycle, the land use issues will be especially influenced by
SACOG’s new draft growth projections for the region and the requirements of SB 375. This
memo may be refined and expanded as the process moves forward. SACOG wants to be as
transparent as possible in this process.

2. Regional Growth Projections: SACOG typically updates its growth projections on four-
year cycles. For the last few cycles, SACOG has contracted with The Center for the
Continuing Study of the California Economy (CCSCE) to lead this work. Under the
leadership of its director, Stephen Levy, CCSCE prepares draft projections of future
employment (by major employment sector), population and household growth at the six-
county regional scale. This draft information is reviewed by the SACOG staff and Board,
member cities and counties, and stakeholders, and is ultimately adopted by the SACOG
Board. Demographic projections (e.g., household size, age, income) are included and used
by SACOG to estimate demand for new housing units.

The four-year update cycle is largely driven by federal Clean Air Act requirements, which
require Metropolitan Planning Organizations such as SACOG to update regional
transportation plans at least every four years to demonstrate compliance with federal
regulations affecting regions not currently in attainment with federal standards for all criteria
pollutants (i.e., pollutants regulated by the Clean Air Act). SACOG may amend its plan
whenever it chooses, so long as its amended plan continues to demonstrate “conformity” with
Clean Air Act requirements.

The time period covered by SACOG’s MTP must be at least 20 years. Because SACOG
typically updates the MTP every four years, it chooses to have a minimum time period of 24
years on the date it is adopted. Sometimes a longer period is used. When SACOG adopted
its current MTP in 2008, it purposely chose a time horizon of 2035 so that the same horizon
year could be used in the 2011 update cycle.

3. Allocation of Regional Growth Projections throughout the Region: In each MTP update
cycle, SACOG also prepares an estimated growth pattern for the region (i.e., where
throughout the region the projected amount of employment and housing will occur during the
planning period). This process has always been governed by federal requirements related to
regional transportation plans and the Clean Air Act (23 CFR part 450 and 40 CFR part 93).
This MTP update will also be affected by SB 375, and specifically its requirements to include
a Sustainable Communities Strategy (SCS), and possibly an Alternative Planning Strategy
(APS), and to document and analyze the effects of the SCS on several natural resources.
[Gov. Code, 8§ 65080, subd. (b)(F)(2)(B)].
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SACOG considers a number of factors in developing the estimated growth pattern. Existing
public policies and regulations are important. Local general plans, spheres of influence,
community and specific plans, land division and development codes, and design guidelines
affect the type and intensity of future land uses. State and federal policies and regulations
also are considered, most notably (but not limited to) those relating to development in
floodplains and other natural hazard areas (e.g., fire), federal Clean Water Act and
Endangered Species Act permit requirements, Transportation Control Measures in air quality
plans under the Federal Clean Air Act, and state housing requirements.

While local, state and federal policies and regulations have a strong influence on the
estimated growth pattern, it is more accurate to state that they are the start, not the end, of the
process. There are many reasons for this, but essentially the sum of all those policies and
regulations never yields a growth pattern exactly consistent with the projected amount of
employment and housing growth for the entire region. For example, the sum of retail-
designated lands typically exceeds forecasted quantities. The time horizon of general plans
seldom exactly match the time horizon for an MTP. All of these plans and regulations are
also likely to change many times throughout the 24-year planning horizon of the MTP. So
assuming that they are, in effect, frozen for two or more decades on the date the MTP is
adopted is not likely to be accurate.

Many other factors are therefore documented, analyzed and considered in creating the growth
forecast. These sometimes include an estimate of the direction and magnitude of future
changes to the policy and regulatory environment. If a major local general plan update is in
process but not yet adopted, SACOG may consider the probable substance of the updated
plan in addition to the currently adopted plan. Market and economic considerations are also
analyzed. Practical considerations affecting the cost and timing of providing infrastructure
(e.g., water, sewer, transportation) are analyzed. Market considerations are also analyzed,
such as people’s interest in different types of housing and developers’/builders’ ability to
deliver that housing at prices people can afford. Future demographic trends (i.e., percentage
of households with children, older heads of households, etc.) are an important part of this
analysis.

The policy priorities for the transportation funds covered by the MTP also influence the
projected future growth pattern. Through the last two MTP updates, the overall policy
priorities for SACOG funds and the establishment of specific programs reflect a commitment
to support Blueprint principles. One early example of this commitment is through the
Community Design Grant program SACOG established six years ago to incentivize
development projects that support Blueprint implementation. During this period of
increasing SACOG Board support for linking Blueprint principles to the MTP, a trend
towards performance-based outcomes linking integrated land use and transportation
decisions has become increasingly evident in federal and state transportation policies and
investment priorities.

Through its MTP and short-term funding decisions for transportation projects, SACOG
emphasizes high performance in reducing vehicle miles traveled; increasing transit, walk and
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bike, and high-occupancy vehicle mode shares; and reducing congestion at key bottlenecks.
These transportation infrastructure investments will have some influence on shaping the
future growth pattern.

Taken together, SACOG estimates to the best of its ability what the future growth pattern is
likely to be. It is a process that includes consideration of many variables.

In addition to estimating a 2035 growth pattern, SACOG also must estimate growth phasing
for several near-term years: 2011, 2014, 2017, 2018, and 2025 under Federal Clean Air
requirements, and 2020 under SB 375. Because SB 375 requires SACOG’s Regional
Housing Needs Allocation (RHNA) to be consistent with the new SCS, it must also estimate
a growth pattern for the next RHNA horizon year (to be determined by the California
Department of Housing and Community Development). All of the considerations that affect
the 2035 growth forecast are also addressed for these interim year forecasts, including
transportation infrastructure. Under federal and state law, SACOG is required to create and
maintain a Metropolitan Transportation Improvement Program (MTIP). The MTIP covers a
four or five year period and is governed by fairly stringent rules that require SACOG to
prove that funds are reliably available in the near term to construct projects in the MTIP. To
the extent that transportation projects in the MTIP have strong influences on shaping growth,
this can be an important factor in these interim growth forecasts. Federal rules also require
the entire MTP, out to the year 2035 in this cycle, to be financially constrained. However,
the federal government interprets the financial constraint requirements most strictly in the
earlier years, especially during those years until transportation and air quality modeling
indicates the region will attain federal clean air standards.

Three land use and transportation scenarios will be developed during the summer of 2010
utilizing the factors listed above. The scenarios will be evaluated with a set of performance
measures that are based on the legislative actions listed here, plus other measures that are
important to staff, stakeholders, and the SACOG Board. The performance metrics from these
scenarios are an opportunity to learn some strengths and weaknesses of the growth
allocations that are part of the scenarios. The learning process is another factor that will be
used to allocate growth for the draft plan, the SCS, and possibly the APS.

4. MTP Amendments and Consistency Issues: In part because SACOG’s MTP growth
forecast can never be just the sum of its 28-member local governments’ adopted general
plans at any given point in time, the question often arises, “What are the implications for a
land use project that is not shown in the MTP growth forecast?” Several issues must be
considered in answering this question. The most important answer is that cities and counties
have land use authority, and that nothing in the MTP alters that fact. So, for example, if a
city has a general plan with a 50-year planning horizon, it would not be surprising if the
MTP2035 growth forecast only indicated growth on a portion of the land designated in the
city’s general plan for future growth. The reverse may also be true. The MTP2035 growth
forecast may show growth in areas that are not yet formally included in a county’s or city’s
general plan if SACOG estimates there is market demand for growth in that location and the
entitlement process is underway and is projected to be successfully completed.
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Including growth within the MTP is not a guarantee it will happen, and growth that is not
included in the MTP does not mean that SACOG has any authority to prohibit that growth
from occurring. It is also important to remember that MTPs are updated on a federally-
controlled cycle of at least every four years. This means that if new information about
individual development projects, for instance, becomes available after an MTP is adopted,
SACOG is obligated to address that information in the next MTP update cycle. The planning
work for the next update cycle typically starts approximately two years after the current MTP
is updated.

There are at least two other issues to consider when analyzing the effect of SACOG’s growth
forecast, which in any given update, may expand or contract. For the purpose of our current
MTP update, the growth forecast is smaller than projected in the current MTP growth
assumptions. First, the growth forecast does have a significant effect on the content, phasing,
and performance of the transportation system improvements in the MTP, which are designed
to best serve the projected growth pattern. To the extent that growth not identified in the
MTP is approved by local jurisdictions, transportation improvements in the MTP may need
to be rescheduled or phased, modified in form, or otherwise changed. Changes and
amendments to the MTP, and the programming documents which are based on the MTP,
must comply with the federal Clean Air Act, California Environmental Quality Act (CEQA),
and other regulations, which may limit the ability to adapt quickly to unforeseen growth.
Second, SB 375 also provides CEQA benefits to certain housing and mixed-use projects that
are consistent with either an SCS or APS that meets the greenhouse gas emissions reduction
target that will be established by the California Air Resources Board by September 30 of this
year. But this is a carrot, not a stick. In other words, there is nothing explicit in SB 375 that
changes how CEQA applies to projects that are inconsistent with the SCS or APS. SACOG
will be publishing more information in the future regarding this consistency determination
for activating the CEQA benefits in SB 375.

5. Growth Allocation and Scenario Development: The first effort to allocate the regional
growth to subareas within the region, and to develop packages of transportation projects
which support the growth, will take place this summer and fall. Three MTP scenarios,
combining different allocations of growth and packages of transportation projects, will be
developed and evaluated over the summer. The results will be reported to the region in a
series of public workshops in the fall. The basic concept for creating unique land use and
transportation scenarios was discussed at the May SACOG committee meetings and the June
SACOG Board meeting. The draft preferred scenario for the MTP will be generated in part
through evaluation and public comment on the results of the scenarios.

As approved by the SACOG Board in June, the three scenarios will vary on the land use side
by:

A Varying the amount of compact development—compact development has been shown to
be more effectively served by transit, to support potentially higher rates of walking and
bicycling, and to generate lower vehicle travel.

A Varying the amount of development in high-quality transit corridors, where residents are
more likely to use available transit.
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A Varying the amount of complementary, mixed-use development, which supports shorter
vehicle trip making, and higher rates of non-motorized travel.

Three key dimensions by which the transportation alternatives will vary are:

A The location, intensity, and type of transit service, based on the extent of transit
supportive land uses in corridors. Higher density, mixed-use corridors provide greater
opportunities for higher capacity transit, such as light rail and streetcars.

A Varying the amount, location, and type of investment in complete streets projects, which
serve multiple users in locations where land use generates a mix of travel modes.

A Varying the extent and location of roadway and other projects to alleviate major
bottlenecks and congestion points. One dimension by which the scenarios will differ in
this regard is the extent to which investments are made to alleviate existing bottlenecks,
compared to reserving investments for future bottlenecks.

A Varying the level of investment in Blueprint supportive programs and transportation
systems management (TSM) strategies, including technology and demand management
programs, that allow for greater optimization of existing transportation infrastructure.
More compact and mixed-use development patterns can allow some shifts in investment
priorities away from road extensions and expansions to improving the function of
existing roads for multi-modal travel.

The three scenarios will seek that fine line between analyzing truly distinctive alternatives, but
only within the broad bounds of the type of land development and transportation investments that
could realistically be expected to occur over a 24-year period. This concept is easier to describe
in concept than to execute in detail. Some examples that hopefully will add clarity:

A The Base Case land use pattern from the original Blueprint will not be included as a
scenario because market, policy and demographic trends strongly indicate the housing
industry has moved permanently away from large lot, single family as a dominant
product.

A Some development projects that have been planned for a long time, and were assumed for
at least partial absorption in the currently adopted MTP, may not be included in all of the
scenarios. Some may not be included in any of the scenarios. This MTP will have
150,000 fewer dwelling units and 200,000 fewer employees than the current one. New
projects, especially large master planned communities not included in the current MTP,
will have a very high bar to meet to demonstrate feasibility for inclusion.

A There are market, policy, and demographic trends towards transit-oriented development.
The CEQA reform in SB 375 gives the region the option to reduce the time, cost, and
uncertainty associated with transit-oriented development, thus presumably increasing its
potential market share. But there are limits in this development category, too. There is
little value in creating a scenario that assumes all or nearly all future growth will occur in
this manner, or that the transit-oriented development that does occur will be at such high
densities that market acceptance in the Sacramento region is unlikely.
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A For each scenario, there will likely be transportation investments in the current MTP that
are scaled back (i.e., fewer lanes, shorter distances) or eliminated due to the smaller
growth footprint and/or reduced revenues projected through 2035. As explained earlier
in this memo, this does not necessarily imply that the projects will never be built, or that
they are unimportant for the region. It does mean, given the growth and financial
parameters of this MTP cycle, that the projects are not as high performing as the projects
included in the scenarios. The Board may also decide to include some projects in an
alternative, or vision, scenario to designate them as a high priority to add to the MTP if
additional revenues are identified.

Finally, the exclusion of a development project or transportation project from all scenarios does
not definitively mean it will be excluded from the final MTP. SACOG will continue to gather
new information over the next several months before the draft preferred MTP takes shape, which
should occur towards the end of 2010 and early 2011. If new information leads to the conclusion
that the three scenarios did not accurately bound the possibilities for the next MTP, there will
still be an opportunity to address that in the final preferred scenario. It does not seem likely this
will occur in many cases, but it certainly is a possibility. And as soon as this MTP is adopted in
December 2011, SACOG will begin the process of creating the next one, which will be adopted
four years later. It will have a time horizon of at least 2039, and possibly longer.
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Attachment 4

LAND USE FRAMEWORK FOR ALTERNATIVE SCENARIOS FOR THE M TP UPDATE

For purposes of developing MTP scenarios, land use and transportation strategies and options
were described in recent memoranda to the Board. Table 1 below defines the land use
framework of the MTP scenarios in more detail.

In its June committees and board meeting, the SACOG Board of Directors also directed staff to
ensure that Scenarios 2 and 3 be distinctly different from each other, with Scenario 3 being more
aggressive on land use and transit integration, in particular. Table 1 does not prescribe how this
distinction will be made but one possible distinction is that Scenario 3 would have higher
percentages of small lot and attached housing, or that the same shares of small lot and attached
housing are at higher densities. Scenario 3 may also have more concentrated, or focused growth,
within some subareas of the Transit Priority Areas.

Definitions of Terms used in Land Use Framework (Table 1):

Housing Stock: For the MTP scenarios four categories of housing stock will be measured.
These are defined, below:

Rural Residential: Average lot size of 3 acres (range is from 1 acre to 20
acres and above)

Large-Lot Single-Family: Average lot size of 8,500 square feet (range is from 6,000
to 40,000 sq ft lots).

Small-Lot Single-Family: Average lot size of 4,000 square feet (range is from 2,000
to 5,500 square feet)

Attached Residential: Average density of 30 dwelling units per acre (range of 12
to 100+ units per acre)

Jobs-Housing Balance: The concept of “jobs-housing balance” has different applications at
different scales. At the full regional scale it means a balance of total jobs and housing, so that the
region does not have to import or export either, beyond the normal out and in-commuting that
happens in a mobile society. For large sub-regions of the region, especially around the three
largest employment centers, it is also desirable to attempt to replicate these regional balance
numbers. At smaller scales, sometimes the best mix that is realistic is to focus more on the
population serving jobs (e.g., schools, retail, etc.) and a little less on base, or primary, sector
jobs. It is, however, still a worthy goal to try to have a strong jobs-housing mix through as many
subareas of the region as possible.

Transit Priority Areas: Areas located within one-half mile of a major transit stop (rail stop) or
high quality transit corridor (bus service at 15-minute frequencies or shorter) included in the
MTP.
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Table 1: Land Use Framework for MTP Scenarios

Scenario 1

Scenario 2

Scenario 3

Major Theme —

Reflects land use pattern
of 2008 MTP (80%
consistent with

Reflects land use pattern
of Blueprint Vision
(100% consistent)

Reflects Blueprint
Vision enhanced by
additional emphasis on

Sub-Theme \ !
Blueprint) transit performance
l (100% + consistent)
Compact Of the three scenarios, Growth in urban centers Growth in urban centers

Development

growth more focused on
new growth areas
(greenfields), less on
infill and redevelopment

and small communities

more focused and compact:

More growth in infill
and redevelopment

Growth in urban and
suburban new growth
areas more compact

and small communities
more focused and
compact:

A portion of infill and
redevelopment
growth targeted to
fewer places at higher
densities to maximize
transit performance

Housing Choice

(see housing
stock definition
above)

Attached/small-lot
housing share = 61%
(same as 2008 MTP)

Attached/small-lot
housing share = 68%
(similar to Blueprint)

Attached/small-lot
housing share = higher
proportion of attached
housing relative to
small-lot single family

Jobs-Housing
Balance

(see jobs-housing
definition above)

Mostly balances growth
in jobs-rich communities
with new housing,
housing-rich
communities with new
jobs

Better balancing of new
jobs and housing in jobs-
rich communities and
housing-rich communities

Better balancing of new
jobs and housing in
jobs-rich communities
and housing-rich
communities

Transportation
Choice

(see definition of
Transit Priority
Areas above)

Smallest share of growth
in Transit Priority Areas

More growth in Transit
Priority Areas than
Scenario 1

A More focused growth
within some subareas
of TPAs

A Possibly more growth
in Transit Priority
Areas

Conserve Natural
Resources

(see Data
section, below)

Less development on and
around natural resource
and farmland than
adopted MTP

Less development on and
around natural resource
and farmland than
Scenario 1

Least development in
and around natural
resource and farmland
than Scenario 2

DRAFT - June 24, 2010

20f3




Data and Information to be used in Scenario Development:

In addition to the above global parameters, the following data will be used to inform the growth
allocations for each of the three scenarios:

Local Land Use Plans and Policies:
A Adopted and in-process general plans and specific plans.
A Adopted and in-process habitat conservation plans and natural communities’
conservation plans.

Data on Current Development Activity:

A Information from local governments on approved and proposed major development
projects, including required local, state, and federal entitlements and infrastructure
constraints/requirements (e.g., flood control levies, water supply/conveyance, road
capacity, sewer capacity).

A MetroStudy database for information on new for-sale residential construction and vacant
entitled lots in the region.

A Costar database of leasable commercial, office and industrial space for non-residential
market strength.

Historic Data:

A SACOG housing permit inventory of for-sale and for-rent housing construction in the
region.

A The California Department of Finance housing and population estimates (DOF Table E-5
for years 1990-2010) for historic growth rates and growth shares for housing in the

_ region.

A Costar for historic vacancy rates for leasable commercial, office and industrial space.

A Information from local governments on historic growth rates.

Other Data:
A Assessor land and structure value data to help identify redevelopment potential.
A Natural resources layers considered in the scenarios include wetlands, vernal pools,
hardwoods, stream corridors, floodplain, farmland and slopes.
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Attachment 5

DRAFT CRITERIA FOR THE MTP COMMON PROJECTS LIST

As described in the other MTP attachments, three distinct MTP scenarios are being developed
that have considerable diversity in the land use patterns and supportive transportation
investments they offer. Although the new MTP scenarios will be distinct, there will be a set of
transportation investments that are “common” and do not vary by scenario.

The identification of the “common” transportation project list is an important early effort that is
intended to be similar in methodology and application as common list developed in 2006 for the
MTP2035 workshops. As with the 2006 process, the common MTP transportation projects will
be a set of multi-modal investments that are included in each of the MTP scenarios. A clear
difference, however, between the common project list in 2006 and the one under development
now is the lower revenue projections that require a more limited list of projects and in some
cases, projects scheduled later and/or down-sized to fit new budget levels in lieu of being left off
the common list.

MTP Common Criteria:

1. Road and bicycle/pedestrian projects built as part of a new development. These are
projects that will be funded entirely through developer fees or in-kind construction.
Because these projects do not require federal/state/local funding they are separate from
other projects that will require some combination of local, state, and federal funds to
realize.

2.  Road projects that are already programmed in the Metropolitan Transportation
Improvement Program (MTIP), are fully funded, and are planned to be under
construction within three years.

3.  Selected road projects on bottlenecks in the existing system. Some of these projects
come from local agency plans or the 2008 MTP; others may be new projects for locations
where severe congestion may be shown for all three land use scenarios by 2035. Project
examples include key interchange improvements or a small segment road widening to close
a gap. Note that high cost projects are unlikely to be included in the common alternative,
but instead may be included in one or more of the scenario alternatives. The common
project timing and “right sizing” project (e.g., lane capacity) first, and prominently, as
approaches we will use before resorting to completely deleting projects

4. A 2035 transit network of bus and rail services that can be supported by the level of
funding available in 2008. The “common” transit network will be identified through
analysis of supportive land uses that can provide productive, cost-effective ridership.



Attachment 6

TRANSPORTATION FRAMEWORK FOR ALTERNATIVE SCENARIOS FOR THE M TP UPDATE

For purposes of developing MTP scenarios, land use and transportation strategies and options
were described in memoranda to the Board at its June meeting. This document provides more
background and detail to the transportation options, and to the data and information which will
be used to create three unique transportation scenarios.

Transportation Options

For purposes of developing MTP scenarios, land use and transportation strategies and options
were listed in recent memoranda to the Board in June. Table 1, below, is an excerpt of the memo
to the Board, listing the key strategies and options to be used to define the three MTP scenarios.
Also included at the end of this attachment are more detailed definitions of the options listed in
Table 1.

Table 1. Transportation Project Options for MTP Scenarios

Scenario Local Streets Bridges and
Name Land Use Transit Ped/Bike Freeways
Sample Compact »  Shuttles m  Bike Lanes n TS
Projects/ Development = Commuter bus — o ® Auxiliary Lanes
Measures Mixed Use »  Fixed route bus : ﬁjgemalks.- aths = HOVY Lanes
Development in = BRT . N ®»  |nterchanges
iplrinitahied e e n  Complete Streets )
Transit Priority ® Sirestcar o ) m  Bridges
Areas . LRT ® Street widening n New Mixed Flow

Revised excerpt of memorandum to SACOG Board, June 2010.

Data and Information to be Used in Developing Transportation Scenarios

For purposes of developing MTP scenarios, a few key guiding principles for combining
transportation options and land use scenarios to form three unique scenarios will be used
(shading in Table 2 for added for emphasis):

A Varying the amount of direct corridor improvements, transit investment, and road
rehabilitation funding levels to support rural mobility

o0 Scenario 1 would provide opportunities to increase capacity on select rural
corridor segments with growing urban traffic near the urban/rural edge.

0 Scenarios 2 and 3 would have higher levels of inter-community transit
investments and road rehabilitation funding to support investments in closing
shoulder gaps and intersection improvements that make corridors safer and
support farm-to-market travel.

A Varying the amount and type of growth within transit corridors, to support higher (or
lower) levels of transit service (yellow shading in “Transit” column).

o Scenario 1 would provide opportunities for expanded coverage of transit services,
relative to Scenario 2 and 3.
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o Scenario 3 would provide more opportunities for higher frequency/higher
capacity transit, relative to Scenarios 1 and 2.

Varying the mix of complete streets projects among the scenarios (pink shading in “Local
Streets, Ped/Bike” column).

o0 Scenario 1 would have relatively greater share of complete streets projects in new
growth areas.

o Scenario 3 would have a relatively greater share of complete streets “remodeling”
projects in the currently urbanized areas.

Varying the amount of demand management and ITS among the scenarios (green shading

in “Local Streets, Ped/Bike” column).

0 Scenario 3 would rely more on demand and system management options (e.g.
ITS) than Scenarios 1 and 2.

A Varying the balance of transportation options targeted to alleviating existing or future
bottleneck locations (purple shading in “Bridges and Freeways” column).

o0 Scenario 1 would have a relatively greater share of projects intended to alleviate
future bottlenecks, compared to Scenarios 2 and 3.

o Scenario 3 would have a relatively greater share of projects intended to alleviate
existing bottleneck locations in the currently urbanized areas, relative to Scenarios

1 and 2.

Table 2. Guiding Principles for Developing Transportation Scenarios

Scenario Local Streets Bridges and
Name Land Use Transit Ped/Bike Freeways
1 Compact Emphasis on Complete streets Balance of
housing share = shuttles, commuter opportunities in projects between
61% (same as bus, fixed route new growth areas existing and
2008 MTP) bus Some opportunity future
Compared to BRT, street car and for complete streets bottlenecks
MTP: LRT where ‘remodeling”
Smallest share density/mix Conventional street
of growth in supports it widening for
TPAs of the 3 bottlenecks
scenarios
2 Compact housing More opportunities Similar to #1 Emphasis on
share = 68% for higher More opportunities existing
(similar to frequency bus and for complete streets bottlenecks
Blueprint) street car
More growth in
TPAs than #1
Higher share of " More opportunities
3 growth in TPAs M?grnggrnﬁges for complete streets Sr;eatrzgis AT
TPA growth LRT. and other rail Greater reliance on existin
more focused in : ITS/management g
location, higher services bok‘;'tlenecks and
density—more urban core
transit-oriented
development

Excerpt of memorandum to SACOG Board, June 2010; shading added for emphasis.

Outlined below are data, standards and thresholds which will be applied in the development of
the MTP scenarios, based on the guiding principles.
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Transit Oriented Development. It has long been understood that the land use and demographic
characteristics in a corridor affect its potential for supporting transit, and the type of transit which
may be appropriate for the corridor. The following factors have been shown to influence the
transit ridership and productivity of different types of transit service in transit corridors: density
of development, with higher density supporting higher frequency and capacity transit services;
the mix of uses, with better mix of uses allowing transit to be used for non-work and non-peak
period trips; the income demographics of residents, with lower income residents more likely to
utilize transit service; the prevalence of paid parking, with higher levels of paid parking
generating more transit ridership; and block size and street pattern, with smaller block sizes and
finer street networks supporting higher levels of walk access to/from transit. Table 3
summarizes metrics which will be applied to evaluate transit supportive land use.

Table 3. Land Use / Transit Service Integration Guidelines

Factor Metric Thresholds

<4 du/resacre: >60 minute service
Dwelling units per | < 5,000 people/sq mi

residential acre
Density 4-15 du / res acre: 15 to 60 minute service
5,000 — 15,000 people/sq mi

Population / square
mile >15 du / res acre: 15-or-less minute service
>15,000 people/sq mi

Greater than average mix supports midday,

. Mix index ) .

Mix of Use evening service
Income Median household | Lower than average income supports more
Demographics | income frequent service, midday and evening service
Street Pattern /| Intersection Smaller block size supports walk access
Block Size density PP

;I’toézlnfenr]ployment >50,000 jobs + >20 jobs / empl acre + paid
Serves Employment parking = high capacity bus or rail
B\ZI)stor gef‘j”y akt.center <50,000 jobs or <20 jobs / empl acre =

ald parking conventional express bus

Center at center

Complete Streets Opportunities. There is no cookie cutter for complete streets projects, but there
are some common elements. Complete streets projects are intended to serve multiple modes and
users, so complete streets opportunities exist where there is a likelihood of multiple types of
users. Table A-4 lists six user groups to be considered in a complete street project (passenger
vehicles, transit vehicles, transit passengers, pedestrians, bicyclists, trucks or commercial
vehicles). In some areas, streets may serve high volumes of all six user groups (e.g. arterial
streets in urban core areas). In other areas, two or three of these user groups may be served—for
example, in a commercial district of a smaller town, overall traffic volumes may be lower, and
transit users (both vehicles and passengers) may be few in number, but streets may serve
significant volumes of automobiles, delivery trucks, pedestrians, and bicyclists. Some rural
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roadways may serve automobiles, farm vehicles, and also cater to recreational bicyclists.
Opportunity areas for complete streets will be identified by considering adjacent land uses (mix
of uses, density, etc.), presence of transit, likelihood of high volumes of pedestrians and
bicyclists, and overall traffic volumes. Many of the same metrics shown in Table 3 also apply to
identify opportunities for higher-intensity complete streets projects, since transit-oriented
development generates higher levels of pedestrian use, and higher numbers of transit passengers
and vehicles.

Bottleneck Locations. For purposes of the MTP scenarios, these areas are characterized by
congestion which persists for three hours or longer during peak periods of demand. Indications
of congestion are: on freeways, average speeds 35 miles per hour or below and stop-and-go
driving; on surface streets, average speeds 20 miles per hour or below averaged over longer
stretches of roadway, and long queues at intersections, with waits through one or more signal
cycles. Traffic counts showing volumes within 5 percent of normal hourly capacity for three
successive hours during peak demand periods are evidence of bottlenecks. Additionally,
bottlenecks must serve a minimum of daily volume of vehicles. Table 4 summarizes the
thresholds.

Table 4. Roadway Bottleneck Indicators

Variable Metric Threshold

Traffic Volume Daily Traffic Per Lane | >15,000 for freeways
>6,000 for surface streets

Hourly volumes per lane > 95% of
Duration of congestion | Peak spreading capacity for 3 successive hours

Delay Travel Speed <35mph for freeways
<20 mph for arterial streets

General Process Used to Develop Scenarios. Each of the three scenarios will start from the
common-to-all projects (see separate memo to RPP and Planners’ Committee). Transit and
complete streets investments over-and-above the common-to-all projects will be allocated to
facilities in corridors based on land use and forecasted volumes of travelers by mode. New
roadways facilities will be allocated to growth areas, based on the land use scenario. Roadway
facilities and other projects (additional transit, bicycle or pedestrian facilities) addressing existing
or future bottleneck locations will be identified for each scenario. Remaining revenues for each
budget will be allocated to projects to enhance overall performance of each scenario across a
range of performance measures.

Definitions of Transportation Options

Below are more detailed definitions of transportation options identified in the June memorandum
to the SACOG Board. For projects in the current MTP which are carried over to the
transporation scenarios for the MTP update, these options will be used to tally investment levels
by different types of projects. Planning-level descriptions of any new projects added to the MTP
transportation scenarios will be based on these definitions.
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Transit Service Types. Six service types focused on local or intra-regional service will be
incorporated in varying degrees to the three scenarios: shuttles, commuter buses, conventional
fixed route buses, bus rapid transit, street cars, and LRT. Table 5 provides service characteristics
of these types. Two primarily inter-regional service types will be included in the scenarios, as
well: conventional inter-city rail and high-speed rail.

Bike Lanes, and Pedestrian Paths. The conventional definition of bike lane types in the Caltrans
design manual will be used: Class I, 11, and 111 lanes.

Intelligent Transportation Systems (ITS). ITS includes options for efficient management of
arterial roadways, freeways, and connections between them. For local streets, these options
conform to the ITS America definition of “Arterial Management”, with emphasis on the
surveillance, traffic control, and information dissemination functions. The existing agency
transportation management centers and STARNET provide the basis for expanded
implementation (see Table 6).

Demand Management. Although not explicitly mentioned in the memorandum to the Board,
demand management was an explicit part of GHG reduction scenarios developed by SACOG,
and will be included in the MTP scenarios developed over the summer (see Table 7).

Complete Streets. A complete street is a street designed with features and amenities (not merely
accommodations) for as many users of the street as can reasonably be expected, based on the
surrounding land uses, transit system, and other factors. There is no single design for a complete
street. A complete street in a rural area, for example, will look much different from a complete
street in a denser, urban area. Information from the National Coalition for Complete Streets will
be used to identify complete streets strategies which work in different contexts. The key
elements of complete streets which will be considered for the MTP scenarios are listed in

Table 8.

Conventional Street Widening. A conventional street widening is the addition of a lane to a
surface street connecting between two or more intersections, along with improvement of other
facilities along the street such as addition of Class 2 bike lanes, sidewalk improvements, ramps at
crosswalks, etc. Conventional street widenings are implemented to address congestion on
roadway segments where bicycle, pedestrian, or transit volumes may not be high enough to
justify higher level, multi-modal amenities typically associated with a complete street
improvement.

Freeway Auxiliary Lane. Lanes which connect from an on-ramp lane at one interchange to the
next downstream off-ramp have been defined as freeway auxiliary lanes in SACOG past
planning efforts, and this definition is proposed for the development of MTP scenario
alternatives. Lanes of this sort can greatly improve operations in congested freeway segments
allowing greater distance for vehicles exiting or entering the freeway main line lanes to merge.
This extra distance is especially useful for trucks and larger vehicles entering or exiting the
freeway.
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High Occupancy Vehicle Lanes. HOV lanes are the most common sort of managed lanes. For
purposes of the development of MTP scenarios, HOV lanes will be conventional HOV lanes, as
they are currently implemented in the region now (i.e. 6:00 to 10:00 AM and 3:00 to 7:00 PM,
limited to two-plus carpools and transit vehicles, with no barrier separations).

Freeway Interchanges. Freeway interchanges are points where access is provided between local
surface streets and freeway or restricted access facilities. Interchanges can be simple (e.g. a
standard “L-9” or “split-diamond” configuration), or very complex (e.g. the recent improvements
to the 1-80 / Douglas Boulevard interchange in Roseville). Additionally, other physical or
operational features can be included with the interchanges (e.g. ramp meters, HOV bypass lanes,
or direct-to-HOV-lane-ramps). New interchange projects are often accompanied by auxiliary
lane developments (e.g. auxiliary lanes added from last upstream interchange, or to next
downstream interchange). Where present, these additional features will be called out separately.
River Crossings. Although many structured spans of roadway or rail exist in the region, for
purposes of the MTP development, the “Bridges” in Table 1 refer to structured spans which cross
major rivers in the region (American, Sacramento, Feather, Bear, Yuba rivers, or the Yolo
Causeway), and accommodate high volumes of travelers. Roadway or other structured spans
which cross minor rivers or creeks, or are constructed as part of a freeway interchange project,
will be included with the roadway or interchange project, and will not be tallied or described as
separately as “river crossing” projects. Table 9 provides a listing of river crossings in place in
Year 2005 (base year for current MTP). Future spans which accommodate similarly high
volumes of travelers would be included.

Freeway Mixed Flow Lanes. New capacity added to freeways has been dominated by HOV and
auxiliary lanes. For some MTP scenarios, new mixed flow lanes will be considered as options.
Any new, unrestricted lane which continues through at least one interchange (i.e. the lane does
not meet the definition of “freeway auxiliary lane”, above), or which connects to an existing
mixed flow lane, and effectively extends the existing lane, will be described and tallied as a new
mixed flow lane addition in the MTP scenarios.

Other Projects. The listing of project options in the memorandum to the Board, and defined in
greater detail above, covers the vast majority of projects included in the current MTP. However,
other project options not named in the memorandum to the Board are present in the current MTP
in significant numbers, and are likely to be included in the MTP scenarios:

A Freeway Operations Improvements—Projects that add new lanes or extend existing lanes,
or make other improvements which are not freeway auxiliary lanes or mixed flow lanes,
will be grouped together as operations improvements. Examples: an extension of an
existing off-ramp further upstream, but not connecting with the next upstream off-ramp;
adding an on ramp lane, but not connecting the lane through to the next downstream off-
ramp.

A Intersection Operational Improvements—Projects which add auxiliary lanes to a surface
street intersection, in order to accommodate expected queues of vehicles at peak demand
times, is an example of a common intersection improvement which does not meet the
definition of a street widening or a complete street.
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A Safety Project—Projects for which the primary purpose is amelioration of an existing
safety problem, and does not meet the definition of a street widening, freeway auxiliary
lane project, or freeway mixed flow lane project, would be defined as a safety project.

Bottleneck Locations. Bottlenecks locations are segments of the roadway system which are
heavily congested for long periods of time during normal weekdays. Indications of bottleneck
conditions are: slow speeds or stop-and-go conditions for long periods within commute hours;
long queues at intersections, with waits through one or more signal cycles. Additionally,
bottlenecks must serve high volumes of travelers, relative to their facility type.

Transit Oriented Development. It has long been understood that the land use and demographic
characteristics in a corridor affect its potential for supporting transit, and the type of transit which
may be appropriate for the corridor. The following factors have been shown to influence the
transit ridership and productivity of different types of transit service in transit corridors: density
of development, with higher density supporting higher frequency and capacity transit services;
the mix of uses, with better mix of uses allowing transit to be used for non-work and non-peak
period trips; the income demographics of residents, with lower income residents more likely to
utilize transit service; the prevalence of paid parking, with higher levels of paid parking
generating more transit ridership; and block size and street pattern, with smaller block sizes and
finer street networks supporting higher levels of walk access to/from transit.
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Table 5. Transit Service Types

Operating
Service ROW or Station/Stop Station/Stop Service
Type Vehicle Type Guideway Operating Speeds Characteristics Spacing Frequency Capacity
. . Potential route : .

Shuttle Vans, small Surface streets With traffic, plus stops deviation: some Varies Vgrles——llkely 30+ 10—15 passengers per

buses (ranges 10-25 mph) minute headways vehicle

urban bus stops
Freeways, state Line haul on HOV Park-and-ride lots

Commuter . ys, lanes (55+ mph); varies . Wide spacing + . 40-45 passengers per

Commuter Bus highways, . . and home end; urban ; Peak periods only -
Bus with traffic on freeway long line hauls vehicle

surface streets

and surface streets

bus stops at work end

Conventional

With traffic, plus stops

Curbside urban bus

Varies--
10+minutes;

35-45 passengers per

Fixed Route | Urban bus Surface streets ) 1/4 to 1/2 mile potential day-long .
BUS (ranges 10-25 mph) stops coverage, with late vehicle
Evening service
Varies: Urban . Varies: with traffic + . 1/4 to 1/2 mile Varies_,— .
s Varies: Surface . Varies: urban bus W . 10+minutes; Varies: 35-45 for "low"
bus to articulated operational . for "low" BRT; . i
BRT s streets to : stops, some loading s, potential day-long | BRT; 60-90 for
buses or "trains improvements (15- 1/2+ for "high . ; ; .
.. | busways platforms service, with late articulated vehicles
on rubber tires 30mph average) BRT . .
evening service
Varies--
Smaller train Rail-in-street, With traffic. blus stops Varies: some 10+minutes; Varies by length of
Streetcar some exclusive P P curbside or median 1/4 to 1/2 mile potential day-long | train...likely smaller
cars - (ranges 10-25 mph) - 4
rail stops, some stations coverage, with late | than LRT
evening service
Major transfers to Varies--
Liaht rail Exclusive rail, On exclusive guideway Ioca{\I bus: park-and- 10+minutes; likely 125 - 600 passenaers
Light Rail ve%icles some rail-in- up to 60mph; averages ride lots z;tpsome 1/2 to 1 mile day-long coverage, er train Iepn th g
street 20-40mph with stops . with late evening P g
stations .
service
Shared with txsé?e:rl rplytc(:irr1nt150tdoaI
Intercity Rail | California car frelght_ rail, or Upto 70mph; averages | | ... service: park- 10-20 miles Varies-- High Varies by length of
exclusive heavy | 50mph with stops doride | weekend demands | train
rail and-ride lots at most
stations
g;?lh Speed | rpa TBA TBA TBA TBA TBA X;rr']es by length of

Source: SACOG, June 2010.
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Table 6. ITS Options

Arterial or Freeway ITS Option

Candidate Locations

Arterial Management

Major arterial roadways

Ramp Metering

On ramps in congested freeway segments

Variable Message Signs

High volume decision points

Active Traffic Management

Freeways, major non-freeway locations
(e.g. river crossings)

Incident Management

High volume locations; high accident
locations

Integrated Corridor Management

Combined freeway / LRT / major parallel
arterial corridors

Traveler Information

Areawide, with targeted traveler markets

Source: SACOG, June 2010.
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Demand Management Options

Demand Management Option

Examples

Candidate Locations

Transportation Management

Agencies

TMA's currently operating in

region

Large employment centers

Work-Based Incentives

Transit fare subsidies; non-
motorized travel subsidies;
carpool subsidies

TMA's, large individual
employers

Work-at-Home and Alternative

Work Week

9/80 or 4/10 schedules; video

conferencing

Regionwide

Vanpool Support

SANDAG vanpool program

TMA's, large individual
employers

Car-Sharing Programs

Zipcar

Large employment centers

Accountability / Program
Evaluation

Regionwide

Source: SACOG, June 2010.
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Table 8. Complete Streets and Corridor Elements

User Groups

Design features

Operational features

Light Passenger Vehicles
(Cars and light duty trucks)

Appropriately sized travel
lanes in urban areas &
shoulders on rural corridors
with heavy traffic

Physical barriers (e.g.,
medians)

A

A

Traffic signal
coordination

Real time monitoring
of conditions

Transit Vehicles

Appropriately sized travel
lanes

Efficient access to/from
stations and stops and travel
lanes

Queue jumps
Signal priority

Pedestrians

> >

Appropriately sized sidewalks
or separate/parallel paths, free
from obstructions
Well-placed crosswalks
Spatial/physical separation
from vehicle travel lanes
Bulbs, curb extensions, etc.

Bicyclists

Bike lanes or paths
Lockup/storage facilities

Bike detectors

Transit Passengers

> > >

Shelters/street furniture at
stations/stops

Efficient, convenient access
to/from stations/stops and
vehicles

Real time transit
information at
stations/stops

Commercial Vehicles

Accommodation for deliveries,
etc. on commercial streets
Geometric intersection design
improvements and turn-outs to
support farm vehicles on
roadways serving agriculture
areas

Source: SACOG, June 2010.
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Table 9. Major River Crossings, Year 2005

Year 2005 Conditions

Description Travel Lanes | Weekday Volume
American River
Rainbow Bridge 2 46,700
Lake Natoma Crossing 4 33,600
Hazel Avenue Bridge 4 56,600
Sunrise Boulevard Bridge 6 89,300
Watt Avenue Bridge 6 99,700
Howe Avenue Bridge 4 65,000
H Street Bridge 4 36,700
Capital City Freeway 6 171,000
State Route 160 6 54,000
Interstate 5 10 188,000
American River Subtotal 52 840,600
Sacramento River (Excluding crossings south of 1-80)
Interstate 5 between Sacramento and Yolo Co. 4 53,400
Interstate 80 between Sacramento and Yolo Co. 6 84,800
| Street Bridge/2/ 2 16,000
Tower Bridge 4 18,000
US 50 Pioneer Bridge 8 216,000
Sacramento River Subtotal 24 388,200
Yuba River
State Route 70 S. of Marysville | 4| 64,500
Feather River
5th St. between Yuba City and Marysville 2 31,100
State Route 20 (10th St.) between Yuba City and Marysville 4 47,900
State Route 99 N. of SR70/99 "Y" 2 16,900
Feather River Subtotal 8 95,900
Bear River
State Route 70 over Bear River 2 16,800
State Route 65 E. of Bear River 2 21,400
Bear River Subtotal 4 38,200
Other
Interstate 80 Yolo Causeway 6 148,000
All Crossings 98 1,575,400

Source: SACOG, 2008.
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A

ltem #10-8-5
Climate & Air Quality Committee Information
July 29, 2010

Update on HUD Regional Planning Grant Application
Issue: SACOG is submitting a grant to the federal Department of Housing and Urban Development for regional planning.
Recommendation: None; this item is for information only.

Discussion: In July, the executive director presented a concept of work for this grant opportunity to the Strategic Planning
Committee, which then directed him to continue work and bring back more details to the four board committees in August.
The U.S. Department of Housing and Urban Development’s Sustainable Communities Regional Planning grants program is
providing $100 million in funding to regions across the country to integrate housing, land use, economic and workforce
development, transportation, and infrastructure planning. SACOG is proposing a $1.85 million request for three work
activities described below. The grant application is due August 23.

Staff is writing an application divided into three general activities: Transit Priority Area Action Plans, Natural Resources
Planning Integration, and Federal-Local Relations Recommendations. The Transit Priority Area Action Plans will analyze 6-
8 specific areas around current or planned frequent transit stops, whether bus or light rail, and assess a wide range of factors,
ranging from food and medical access to water and energy infrastructure. The Natural Resources Planning Integration will
assess the impacts of proposed transportation and land use plans on habitat, floodplain, agriculture, and other resource lands.
The Federal-Regional Relations Recommendations will document the state and federally required work done by SACOG,
identify where there are policies working at cross purposes, and make recommendations for changes.

One of the requirements of the grant is to form a consortium to better align and focus planning activities in disparate areas.
Our region is known for its broad-based work, both through the Blueprint and the MTP. However, we face two factors that
we must reconcile: specifically defined grant requirements, and an extremely expedited timeline. The grant requires a formal
agreement between the MPO, the principal city in the region, units of local government comprising 50 percent of the
population, and a nonprofit organization. We have a unique structure at SACOG in comparison to many of our peers in two
ways: the direct representation of jurisdictions on our board and the standing committees that operate at the staff level to
coordinate planning, operations, and project delivery. In order to fulfill the minimum requirements of the grant and not
devote significant resources to getting a formal agreement between all 28 jurisdictions in a short timeline, staff proposes a
minimalist agreement between SACOG, the city and county of Sacramento, and Valley Vision. SACOG would be the lead
applicant, and the agreement would detail that SACOG’s existing governance structure would be used in the policy direction
and administration of the grant. If our region is selected for a grant, we would have the opportunity to include all jurisdictions
directly in the consortium, although legal counsel is designing the MOU so that key decisions are still made by the SACOG
board.

Beyond the formal consortium, we are using this opportunity to formalize the relationships we have with many of the
government, nonprofit, education, and business organizations in our region. These stakeholders would meet as needed to
discuss common issues in four focus areas: Economic Competitiveness & Revitalization, Social Equity, Inclusion & Access
to Opportunity, Energy Use & Climate Change, and Public Health & Environmental Impact. SACOG and Valley Vision
would work collectively on convening these groups and using the information to help improve the execution of this grant, as
well as continue a broad conversation on regional issues. In addition, staff is working with the other 3 largest MPOs in the
state to establish staff-level working groups to meet about regional planning issues.

Approved by:

Mike McKeever
Executive Director

MM:EJ:le
Key Staff: Gordon Garry, Director of Research & Analysis, (916) 340-6230
Erik Johnson, Government & Media Affairs Coordinator, (916) 340-6247






2.0 INTRODUCTION / BACKGROUND
2.1 Purpose of the SECAT Program

Although air quality in the Sacramento Federal Nonattainment Region (SFNA) for ozone has improved
significantly over the last 10 years, we continue to experience violations of the federal 8-hour and 1-hour
ozone standards. Most of the pollution is created by mobile sources, including heavy-duty vehicles. Over
30% of NOx emissions from mobile sources come from heavy-duty vehicles.

In 1994, the five air districts within the SFNA adopted a federally mandated State Implementation Plan
(SIP), which requires the region to decrease emissions from heavy-duty vehicles as one part of a larger
strategy to attain the federal one hour ozone standards by 2005 as mandated by the federal Clean Air
Act. In 1997, the U.S. Environmental Protection Agency (USEPA) adopted a new 8-hour ozone standard.
The regional air districts approved a new 8-hour SIP in 2008, which will include requirements to reduce
heavy-duty vehicle emissions.

Sacramento Area Council of Governments (SACOG) is the designated planning organization for the
region responsible for ensuring that transportation projects and plans do not impede the region’s clean air
goals. SACOG evaluates all projects included in the Federal Metropolitan Transportation Plan and the
Metropolitan Transportation Improvement Program to ensure consistency with air quality objectives and
the SIP.

As part of the region's overall effort to meet clean air standards and achieve conformity with
transportation plans, SACOG also partners with the air districts to promote clean-fuel vehicles and
develop mobile source control measures.

One such measure is the development and implementation of the Sacramento Emergency Clean Air
Transportation (SECAT) Program. The SECAT Program was created as part of the SIP effort to provide
incentives to help on-road heavy-duty truck owners purchase technologies to reduce emissions in the
SFNA in order to meet federal air quality standards.

This document sets out the policies and guidelines of the SECAT Program. The SECAT Program
includes a variety of options to help truck owners and fleet managers reduce emissions:

¢ Replacing older, higher polluting vehicles with newer, lower-emission vehicles (Fleet
Modernization);

e Purchasing new, low or zero-emitting vehicles;

o Retrofitting of existing heavy-duty vehicles with aftertreatment systems to reduce NOx; and

¢ Implementing other verifiable, enforceable, and cost-effective technology for reducing NOx
emissions from heavy-duty on-road vehicles.

The following policies and guidelines in this document include minimum qualifications for a vehicle to
enter the SECAT Program, the responsibilities of vehicle owners, vehicle dealerships, engine dealerships,
salvage yards, and surplus sale entities such as auction yards and information on how funding amounts
are determined.

2.2 SECAT Program Funding

The $70 million allocated under the 2000 SECAT Program has been fully allocated. In 2008, the newest
phase of SECAT funding of $3.2 million was awarded by SACOG'’s Air Quality Funding Program. SECAT
is expected to receive annual funding under the Congestion Mitigation and Air Quality (CMAQ) program
through 2018. Applications for new projects will be accepted once funding becomes available.

2.3 Revisions and Updates to the SECAT Program
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Staff continuously evaluate the implementation procedures, participant qualifications, and overall
effectiveness of the SECAT Program in order to ensure that the SFNA achieves the highest emission
benefit possible. Listed below is a summary of changes that have been made since 2000 to enhance the
SECAT Program’s effectiveness.

Fleet Modernization: In 2002, the Fleet Modernization program was adopted as another option for truck
owners to reduce emissions. This option allowed for the purchase of newer, cleaner vehicles as a
replacement for older, higher polluting vehicles.

Updated emissions model: The original mobile sources emissions model (EMFAC7F) was replaced with
an updated emissions model (EMFAC2002). Now, the SECAT Program will use the most current
emission model (EMFAC2007) used by the Carl Moyer Program to evaluate projects. The updated model
offers more accurate emissions information based upon the latest research completed on car and truck
surveys.

Revised Fleet Modernization participant requirements: Participants will be required to provide more
information on the operational history of their original vehicles in order to be approved to participate in the
program. Additional information required will include a full registration and insurance history of the original
vehicle from the previous three years and stricter proof of actual historic usage including, if necessary,
submitting to a trial period of three months to one year where mileage will be recorded.

Revised Fleet Modernization replacement vehicle requirements: The replacement vehicles must
have engines certified to model year 2007 or retrofitted to meet 2007 emission standards or better. This
new requirement is designed to help participants comply with future California Air Resources Board
guidelines and to maximize the emission reductions per project.

Revised Vehicle Inspection Procedures: Inspections will only be performed by District personnel,
unless SMAQMD waives this requirement. Most projects will require at least three separate inspections —
pre-inspection of the old vehicle, post-inspection of the replacement vehicle, and pre-salvage inspection
of the old vehicle to verify its condition prior to salvage.

In October 2007 revisions and updates to the SECAT Program included, eliminating engine repowers as
an option, requiring that replacement trucks in the Fleet Modernization option comply with 2007 heavy-
duty diesel vehicle emission standards, incorporating updates to the inspection, survey and audit
procedures, and increasing funding by 10% for vehicles that meet the U.S. Environmental Protection
Agency SmartWay truck certification standards.

For the October 2009 Revision, the SECAT Program is implementing the following changes:

1. Expand the Fleet Modernization Option to include all heavy-duty diesel vehicles with 2002
or older engines. Consistent with the Proposition 1B: Goods Movement Emission Reduction
Program (GMERP), SECAT will cover all heavy-duty vehicles equipped with 2002 or older
engines to be replaced with heavy-duty vehicles equipped with 2007 or newer engines, or
equivalent. The ARB Truck & Bus Rule determined that emissions from all 2002 and older heavy-
duty diesel engines are nearly equal for NOx emissions.

2. Applications will need to be surplus to all ARB mobile source regulations with at least one
year of surplus emission reductions to qualify for funding. The Statewide Truck & Bus Rule
and Drayage Truck Rule both require truck owners to replace their trucks with 2007-compliant
and cleaner trucks over the next several years, and applicants will be required to show that their
purchase under the SECAT Program is not required for at least one year.

3. Require SmartWay Certified Tires on all replacement truck-tractors. The ARB Greenhouse
Gas Rule requires that all heavy-duty truck-tractors operating in California use SmartWay certified
tires beginning in 2010. These tires are available in both single and dual tire formats from five
manufacturers and are available on nearly all vehicles and configurations. Using these tires will
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3.2.3 Applicant Compliance Checks

All applicants will be subject to verification of compliance with all local and state air quality rules, including
compliance with air district rules and regulations based on the applicant’s business address. Applicants
will be required to resolve all outstanding Notices of Violation or other citations with all agencies to
receive incentive funding. Potential applicants are advised to check for violations with CARB and/or their
local air district prior to applying for funding.

In addition, the SECAT Program may reject applications from applicants that have previously received
incentive funding from SECAT or any other incentive program if they are not in compliance with their
contracted performance requirements. Applicants may also be required to reimburse the SMAQMD or
SECAT any deficient balance prior to receiving additional incentive funding.

3.2.4 Funding Awards Based on Historic Usage Based on Miles Driven

Funding awards are based upon historic usage of an individual vehicle within the Sacramento Federal
Non-attainment Area (SFNA). Documentation supporting the claimed historic usage for the previous three
(3) years must be provided prior to application approval. The old vehicle must have operated at least
three (3) months per twelve (12) month period to qualify.

3.2.5 Funding Awards Based on Historic Usage Based on Hours Operated — PTO Operation

The SECAT Program will allow certain vocational trucks to use hours of Power Take Off (PTQO) operations
instead of miles to determine funding. Examples include 10-wheel dump trucks, water trucks, mixer
trucks, crane trucks, and other trucks as determined by SMAQMD to have dedicated PTO operation.
Trucks funded using PTO must use the drive engine to perform PTO; auxiliary or “pony” motors are not
eligible for funding. Each hour of PTO will be converted into 28 driving miles for emission calculations;
however, participants will be required to meet annual hour operational commitments. Applicants cannot
combine both hours and mileage for calculation purposes and must choose at the time of application
which one to use. Trucks funded using PTO are required to have a separate hour meter recording actual
PTO operation (not total engine hours) to record compliance. SECAT does not fund projects based on
engine idle time.

3.3 Program Requirements & Reimbursement Procedures

Following application approval, each participant will be required to enter into a funding agreement with
SACOG and SMAQMD. Each participant is required to read and understand the funding agreement. If the
participant does not fully understand the agreement terms, conditions, and requirements, it is the
participant’s responsibility to seek guidance from staff or from a contract law attorney. Although
dealership representatives help provide assistance with the application process, they are not authorized
to interpret or provide guidance on the agreement terms, conditions, and requirements to participants. All
questions and clarifications should be directed to staff for further explanations.

The following is a brief summary of the program requirements.
3.3.1  Program Requirements

o Participation in the SECAT Program will require a minimum five (5) year commitment to operate
in the SFNA. Funding for the project will be issued at the beginning of this five year commitment.
Throughout the contract period, the participant will be required to meet its performance
requirements (miles per year). Projects that fail to meet the agreed performance requirements
may be required to refund some or all of the funds issued under the SECAT Program. The
participant should contact SMAQMD immediately if it knows or has reason to know that the
performance requirements will not be met. The start date for performance will be the date the
funds are released to the participant, unless an alternative start date is specified in the funding
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3.3.2

agreement. Some projects may have a minimum operational commitment less than five years
depending on special circumstances.

Any emission reduction credits in the SFNA resulting from participating in the SECAT Program
will be retired in the interest of air quality improvement. The participant will be required to waive
any right to claim emission reduction credits which may accrue at anytime as a result of the
project. The applicant will also agree not to apply to SMAQMD, any other Air Quality
Management District, Air Pollution Control District, or any other public or private entity for any
credits based on reductions generated as a result of participating in the SECAT Program.

Participants are required to maintain liability and replacement value insurance coverage for the
vehicle(s) participating in the SECAT Program. Self-insurance can satisfy these requirements, but
must be approved by SMAQMD prior to execution of the agreement. Additionally, SACOG must
be listed as a Loss Payee and Additional Insured on the Participant’s insurance policy. Participant
will be required to maintain the following levels of insurance:

o $1,000,000 General Business Liability (commonly referred to as Umbrella) coverage

o $1,000,000 General Liability per occurrence for bodily injury, personal injury, and
property damage

o $1,000,000 Automobile Liability per accident for bodily injury and property damage

o Comprehensive and Collision coverage sufficient to replace the vehicle(s) and emission
control system(s) funded by SECAT — including diesel engine retrofits

Participants will be required to document actual usage in the SFNA (see map on Page 24) for
each year of the agreement term. The Program will claim annual emission reductions that must
be achieved based on the participant’s projected usage in the SFNA. Participants will be required
to return annual usage reports at least once a year. Projects that fail to meet the agreed
performance requirements or submit usage reports may be required to refund some or all of the
funds issued under the SECAT Program.

All participants must keep a driver’s log with actual mileage, fuel consumption records, and any
other records identified in the contract pertaining to maintenance, down time, and miles traveled
in the SFNA. Participants funded using engine hours must also log hours performed in the SFNA
and total hours operated. SMAQMD may waive the usage log requirements if the applicant
installs a SMAQMD approved Electronic Monitoring Unit. A log must be kept of the maintenance
and down time throughout the contract period.

SMAQMD at its option may require the installation of an Electronic Monitoring Unit capable of
tracking the operation of the vehicle within the SFNA and transmitting the data to SMAQMD. If
eligible units are identified, the SECAT Program may increase the funding available to the project
to include the cost of the system as part of the total incentive amount as long as the total project
cost plus the cost of the Electronic Monitoring Unit does not exceed cost effectiveness limits.

The participant is required to inform SMAQMD of any changes in business name, address, phone
number, or contact person within 10 business days of the change. Furthermore, the participant is
required to inform the SMAQMD prior to any sale of funded equipment or change in ownership
that would require a contract amendment. The participant will also be required to inform the
SMAQMD of any problems or issues resulting in the failure to meet the performance
requirements as soon as possible.

Reimbursement Procedures

A reimbursement invoice will only be issued after an agreement has been executed, the vehicle or engine
is replaced, and adequate dealership invoices for the purchase of the vehicle or equipment have been
submitted to SMAQMD. The participant must submit a Sacramento County Payee Data Form along with
their signed funding agreements before the project can be funded. Invoices must include a copy of the
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final purchase order detailing the actual purchase price of the vehicle or emission control technology and
cannot be processed until after inspection of the funded technology. Reimbursement checks can be
issued to either one party (the applicant) or to two parties (the applicant and the dealership).
Reimbursement may take between 4-8 weeks from the time the reimbursement invoice is received by
project staff. Prompt submittal of all required documentation is the best way to speed processing
of the reimbursement check.

Any funds issued through the SECAT Program may only be used to purchase the vehicle or equipment
identified in the participant’s contract. If any funds are used for vehicles or equipment that is not identified
in the contract, the participant will be required to refund all incentive amounts. If a program participant
wishes to change the vehicle or equipment to be funded, he or she may request a contract amendment.
Any contract amendment must be approved in writing and the vehicle or equipment must meet all of the
SECAT eligibility requirements.

34 Audit Procedures

At any time during the agreement term, SACOG or SMAQMD (or both) may conduct an audit of the
participant’s operations, including all paperwork documenting actual operation within the SFNA, to verify
that the applicant is complying with all contract terms. Any audits will be conducted at a reasonable time
and with reasonable notice to the participant.

3.5 Participating Dealerships

Local vehicle, engine and salvage yard dealerships play a vital role in the operation and success of the
SECAT Program. Dealerships who wish to become a Participating Dealership must be trained by the staff
of the SECAT Program, and must be able to assist the applicants in filling out the application, making
sure all program requirements have been met, and advising applicants on the SECAT Program
performance requirements as required in Section 5. Each Participating Dealership must sign a master
agreement with the SECAT Program and must provide any information requested by the Program relating
to an application or approved project.

3.6 Environmental Justice Policies

SACOG and SMAQMD are committed to accomplishing Environmental Justice goals through the SECAT
Program. The Fleet Modernization program has historically funded projects in the construction and
agriculture industries which have a disproportionate impact on communities of color and low income
populations. The mobile nature of heavy-duty diesel vehicle projects also impact populations living near
regional freeways and major thoroughfares. Reductions in regional ozone formation, fine particulate
matter, and toxic air contaminants attained through the Fleet Modernization program improve air quality
and human health for all people in the SFNA.

SACOG and SMAQMD will make every effort to achieve Environmental Justice goals through the Fleet
Modernization program. Staff will provide outreach and give funding priority to applicants based or
operating within Qualifying Areas as defined in Section 4.1.4 of SMAQMD adopted “Guidelines for
Implementing AB 1390 (Firebaugh) Requirements for the Carl Moyer Memorial Air Quality Incentive
Program”. These guidelines meet the directives outlined in “Executive Order 12898: Federal Actions to
Address Environmental Justice in Minority Populations and Low-Income Populations”. Participating
dealers and other stakeholders will also be informed of these objectives.

3.7 Inter-District Projects

Inter-district projects are projects where the participant operates their vehicle in the SFNA and in one or
more other adjoining air districts. These projects may be funded by two different incentive programs that
will claim the resulting emission reduction credits. For example, if a vehicle normally operates in the
SFNA and the San Joaquin Region, the applicant may apply to both regions for funding. Funding
distribution will be based on the percentage of operation in each region and on the total emission
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reductions that are achieved. For more information, contact district staff prior to completing an application.
Participants are prohibited from receiving funding from other districts without written approval
from the SECAT Program.

3.8 Program Documentation

All forms used under the SECAT Program (i.e. applications, agreements, invoices) are subject to change
at any time. Potential applicants or other interested parties may contact the SECAT Program to request
sample copies of any forms at any time.

3.9 SECAT Interaction with ARB Rules & Regulations

Due to the recent adoption of several mobile source rules by the California Air Resources Board, the
SECAT Program will require that applicants demonstrate that the purchase of the equipment on their
application is not required for compliance. Staff will use the following chart to determine eligibility;
however, any changes or modifications to the regulations may affect the eligibility of the project at the
time of application. Please contact the SECAT Program for the latest information.

Truck .
Engine Old Truck in Drayage Truck Registry Old Truck NgT In Drayage Truck
egistry
Model Year
Prior to 12/31/2009:
All trucks are eligible for funding.
GVWR > 33,000 Ibs:
Ineligible for SECAT Funding After 12/31/2009:
Pre-1994 Only trucks in Small Fleets (3 or fewer
GVWR < 33,000 Ibs: trucks) are eligible for SECAT funding.
All vehicles are eligible through 12/31/2009 | Trucks in Large Fleets may be eligible if the
applicant can show the purchase is surplus
to the rule.
Prior to 12/31/2009:
Eligible for SECAT Funding if:
1) Old trucl:_k 's already eql.leped with a All vehicles are eligible through 12/31/2011
evel 3 VDECS; or . e .
. , : (funding opportunities beyond this date are
1994-1999 2) Applicant provides a valid quote for a limited to projects being surplus to a rule or
Level 3 VDECS installation with the cost lation)
deducted from the maximum SECAT reguiatio
incentive amount
. After 12/31/2009: All vehicles are eligible through 12/31/2012
9000-2002 Eligible for SECAT Funding only if the truck | (funding opportunities beyond this date are
is equipped with a Level 3 VDECS and is | |imited to projects being surplus to a rule or
fully compliant with the rule regulation)

VEHICLES EXEMPT FROM THE ARB TRUCK & BUS REGULATION (OR OTHER RULES) WILL BE
ELIGIBLE FOR FUNDING UP TO ONE (1) YEAR PRIOR TO THEIR EXEMPTION EXPIRATION DATE.

Applicants may also be subject to other rules, including but not limited to the Transit Bus Fleet Rule, Solid
Waste Collection Vehicle Rule, or the Public Fleet Vehicle ATCM. Staff will evaluate each application to
determine whether the proposed project is surplus to these regulations.

Applicants will need to have executed SECAT funding agreements at least one year prior to the first
compliance deadline of the applicable rule or regulation to secure project funding. Project funding must
then be liquidated within 180 days of the agreement execution or the agreement will be terminated with
funding reallocated to other projects.
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4.0 FLEET MODERNIZATION DEALER AND SALVAGE YARD POLICIES AND PROCEDURES

41 General Information

Vehicle dealers, salvage yards, and approved sale entities are an important part of the SECAT Program.
New vehicle dealers are responsible for providing low emission diesel trucks meeting the needs of
program participants. The salvage yards are responsible for ensuring proper destruction of the old
vehicle. Because of their importance, the SECAT Program has special guidelines for them designed to
preserve the integrity of the program and provide maximum emission reductions.

4.2 Vehicle Dealership Requirements

Vehicle dealerships are a key partner in the SECAT Program because they help market, qualify, and
facilitate Fleet Modernization and Engine Retrofit projects. Representatives of the dealership will often
meet with potential applicants and provide information about SECAT and the process. They are also
suppliers of new vehicles and engine technology and have the most knowledge about what is appropriate
for each applicant. Because of this responsibility, the SECAT Program has Master Agreements with many
dealerships to ensure that they are eligible to market their equipment and services to applicants.

Participants are not required to purchase technology from an Approved Vehicle Dealership, but working
with an Approved Vehicle Dealership may benefit applicants. For example, Approved Vehicle Dealerships
can accept old vehicles for salvage. Without this, participants are fully responsible for working with the
salvage yard and will be required to schedule multiple pre-salvage inspections to ensure the condition of
the old vehicle, rather than just sending the old truck to the Approved Vehicle Dealership.

Also, if a participant does not use an Approved Vehicle Dealership, the SECAT Program will not deliver
the incentive funds until SMAQMD has received the vehicle title (or a copy from the Finance/Lease
Company) listing SMAQMD as a lien holder. Vehicles purchased from an Approved Vehicle Dealership
may be paid before the title is processed since the dealership has an agreement with the SECAT
Program to ensure SMAQMD is listed as a lien holder. Approved Vehicle Dealerships are also allowed to
handle the paperwork and are trained to handle any potential issues with the application process.
To become an Approved Vehicle Dealership, dealers must meet the following requirements:

e Owner has had a valid California business license for a minimum of the last two years.

e A minimum of one (1) employee has been trained by the District regarding the SECAT Program.

e Owner agrees to allow the District to inspect vehicles covered under this agreement during
normal business hours.

e The business must be licensed by the California Department of Motor Vehicles as a vehicle
dealership.

¢ Owner must possess a valid State of California seller’s permit issued by the Board of
Equalization.

Approved Vehicle Dealerships must agree to:
o Assist the Program Participant in the preparation and submission of its SECAT Program
Application. As part of this process for new vehicles, Dealership must prepare an invoice signed
by the Participant and submit it to the SECAT Program.

e Provide the District with a copy of the Vehicle Purchase documents, invoices, and DMV
registration for the New Vehicle.
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e Promptly submit to the District and the Program Participant invoices for all work performed by
Dealership or its subcontractors.

4.3 Salvage Yard Requirements

Approved Salvage Yards under the SECAT Program are responsible as applicable (see section 5.12) for
destroying the old vehicle in an environmentally responsible manner to permanently remove the vehicle
from operation. Because of the special requirements, Approved Salvage Yards must be under a Master
Agreement with the SECAT Program. The Master Agreement allows an Approved Salvage Yard to be
eligible to market its services to Program participants and receive fees or materials for salvage. All
vehicles funded under the SECAT Program must be destroyed by an Approved Salvage Yard, unless
SMAQMD approves an alternative disposal method that ensures emission reductions.

To become an Approved Salvage Yard, salvage yards must meet the following requirements:

¢ Owner possesses a current, valid auto dismantler’s license issued by the California Department
of Motor Vehicles.

e Owner possesses a current, valid Hazardous Material Generator and Storage Permit issued by
the California Environmental Protection Agency.

e Owner has a current, approved State of California Storm Water Pollution Control Plan.
e Owner has had a valid California business license for a minimum of the last two years.
e A minimum of one (1) employee has been trained by the District regarding the SECAT Program.

e Owner agrees to allow the District to inspect vehicles covered under this agreement during
normal business hours.

Approved Salvage Yards must agree to:

o Complete the vehicle destruction within 30 days of the date the salvage yard received the vehicle.
Destruction must comply with the SECAT Program Policies and Guidelines and include cutting a
jagged-edged hole in the engine block that is at least three inches in diameter and cutting the
frame rails completely through in half.

e Surrender the certificate of title to the DMV by submitting a Report of Vehicle to be Dismantled
and register the vehicle as non-repairable — where the Vehicle Identification Number (VIN) can no
longer be registered or titled. All forms required by DMV to render the vehicle as non-repairable
must be filed by the owner or salvage operator within 30 days of the old vehicle delivery. A DMV
receipt or non-repairable certificate verifying the vehicle can no longer be registered or titled must
be made available to District staff upon request.

4.4 Program Disclaimer

The SECAT Program does not review the operations or reach any conclusions regarding the quality of
the product or service of Approved Vehicle Dealerships , Approved Salvage Yards, or Approved Sales
Entity such as an auction yard. The participant is solely responsible for the quality and performance of the
low emission vehicle and/or engine technology funded under the SECAT Program and may not hold the
SECAT Program liable for any issues encountered with Approved Vehicle Dealerships and Approved
Salvage Yards.
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5.0 FLEET MODERNIZATION PROGRAM POLICIES AND GUIDELINES

The following are the policies and guidelines specific to the Fleet Modernization option under the SECAT
Program. Projects such as retrofits or any other emission reduction projects must comply with the general
program policies and guidelines.

The Fleet Modernization Program provides incentives to reduce emissions by replacing older vehicles
with newer, lower-emission vehicles. In place since 2002, this program has been the most popular option
to reduce emissions for owners operating older, higher polluting vehicles. With the help of participating
engine dealerships, salvage yards, and vehicle dealerships, more than 700 old vehicles have been
replaced with newer, lower-emission vehicles. A list of participating dealerships can be found on the
SECAT website at www.4secat.com.

All applicants must meet the requirements and follow all of the policies and guidelines in order to be
approved for funding under the SECAT Program. Vehicle dealerships are specifically trained on the
provisions of the SECAT Program and can help participants throughout the application process. Please
contact program staff or participating vehicle dealerships with any questions during the application
process.

5.1 Participant Requirements

The following is a summary of the requirements that must be met prior to approval of a submitted
application. If any information is missing or an applicant does not qualify for the program, the application
will be mailed back to the applicant.

e Old vehicle must have an engine model year of 2002 or earlier

¢ Old vehicle must have been owned and operated by the applicant within the SFNA for the past
three years at the time of application*

e Old vehicle must still be operating on at least a part-time or seasonal basis defined as being
registered with the DMV for on-road operation at least 3 months per 12 month period

e Old vehicle must be turned into the vehicle dealership in the same condition that it was in at the
time of the pre-inspection (see Section 5.4)

* If the applicant has purchased another business that possessed trucks meeting this requirement
and provides documentation that the entire business has been purchased by the applicant, staff may
approve the application without three years of ownership by the applicant. Purchasing vehicles from
another business for the purpose of receiving SECAT funding is prohibited.

5.2 Application Requirements

The following items must accompany the completed original application at time of submittal. FAXED OR
COPIED APPLICATIONS ARE NOT ACCEPTED.

Signed and dated application

Signed and dated Sacramento County Payee Data Record

Copy of old vehicle title

Vehicle Registration Information Record from the DMV including the last three years

Mileage verification for previous three years (i.e. maintenance records, fuel receipts, mileage log
books, job invoices, etc.)

o If verification is not provided, applicant may opt into tracking mileage for 3 to 12 months
based on estimated historic mileage on a case-by-case basis as approved by a project
manager — FUNDS ARE NOT AVAILABLE UNTIL AFTER THE TRACKING PERIOD

e Proof of vocation — verify the normal operation of the vehicle (i.e., business letterhead, job
receipts or tags, delivery invoices)
e Proof of vehicle insurance for previous three years
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e If engine tag is missing, applicant may be required to provide a printout of the engine horsepower
from a participating engine dealership or provide official dynamometer test data performed within
the previous 90 days

53 Application Evaluation

SMAQMD will use its best efforts to evaluate applications within 3-5 business days after receipt. Staff may
request additional information of the applicant and can deny the application if the requested information is
not provided. Incomplete and illegible applications will be returned to the applicant or the vendor. If the
applicant does not respond within 30 days, the application will be automatically terminated and the
application process will have to be reinitiated in order for the project to be reconsidered.

After evaluating the application, staff will conduct a Pre-Inspection of the old vehicle. The old vehicle will
be inspected to determine the condition of the vehicle. The vehicles will be reinspected immediately prior
to salvaging, and if the condition of the vehicle has changed, SMAQMD may withhold payment until the
vehicle is restored to the condition documented during the Pre-Inspection (see Section 5.4).

4.4 Requirements for Turning In Old Vehicle

The applicant must agree NOT to remove or replace the tires, rims, seats, fifth wheel, engine parts, hood,
fenders, fuel tanks, horn, exhaust pipes, mirrors, grill, cab air shield, or any other accessory or item on the
vehicles between the Pre-Inspection and the date of the Pre-Salvage inspection. At the time of the Pre-
Salvage inspection and when the vehicle is turned over to the SECAT Approved Salvage Yard for
salvage, the vehicle must be in operational condition, all tires must be road worthy and the vehicle must
be able to pass a California Highway Patrol Inspection (see sections 27452 and 27465 of the California
Vehicle Code listed below). These items, at minimum, cannot be removed or replaced after the Pre-
inspection:

Hood

Fuel tanks

Tire rims

Horns

Chrome exhaust pipes
Mirrors

Girill

Seats

Air shield on top of cab
5th wheel

Any parts that would hinder vehicle operation

California Vehicle Code

Section 27452
The required thickness of rubber shall extend evenly around the entire periphery of the tire. The entire
solid tire shall be securely attached to the channel base and shall be without flat spots or bumpy rubber.

Section 27465

(a) No dealer or person holding a retail seller’s permit shall sell, offer for sale, expose for sale, or install on
a vehicle axle for use on a highway, a pneumatic tire when the tire has less than the tread depth specified
in subdivision (b). This subdivision does not apply to any person who installs on a vehicle, as part of an
emergency service rendered to a disabled vehicle upon a highway, a spare tire with the disabled vehicle
was equipped

(b) No person shall use on a highway a pneumatic tire on a vehicle axle when the tire has less than the
following tread depth, except when temporarily installed on a disable vehicle as specified in subdivision

(a):
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(1) One thirty-second (1/32) of an inch of tread depth in any two adjacent grooves at any location of the
tire, except as provided in paragraphs (2) and (3).

(2) Four thirty-second (4/32) of an inch tread depth at all points in all major grooves on a tire on the
steering axle of any motor vehicle specified in Section 34500, and two thirty-second (2/32) of an inch
tread depth at all points in all major grooves on all other tires on the axles of these vehicles.

5.5 Replacement Vehicle Requirements

The applicant must submit a vehicle information form and ensure that the replacement truck meets the
following requirements:

o All replacement vehicles are required to comply with heavy-duty diesel vehicle emission
standards as defined below:

0 “2007 Model Year NOx Emissions Equivalent” means:
A A heavy-duty diesel engine certified by the California Air Resources Board to a
standard or FEL at or below 1.4 g/bhp-hr NMHC+NOx and 0.01 g/bhp-hr PM; or
A Emissions from an engine certified to the 2003 or prior model year heavy-duty
diesel engine emissions standard that is equipped with a VDECS that reduces
NOx exhaust emissions by at least 70 percent and PM exhaust emissions by at
least 85 percent (Level 3, Mark 4); or
A Emissions from an engine certified to the 2004 through 2006 model year heavy-
duty diesel engine emissions standard that is equipped with a VDECS that
reduces NOx exhaust emissions by at least 40 percent and PM exhaust
emissions by at least 85 percent (Level 3, Mark 2).
0 “2010 Model Year NOx Emissions Equivalent” means:
A A heavy-duty diesel engine certified by the California Air Resources Board to a
standard or FEL at or below 0.20 g/bhp-hr NOx and 0.01 g/bhp-hr PM; or
A Emissions from an engine certified to the 2004 through 2006 model year heavy-
duty diesel engine emissions standard that is equipped with a VDECS that
reduces NOx exhaust emissions by more than 85 percent and PM exhaust
emissions by at least 85 percent (Level 3, Mark 5); or
A Emissions from an engine certified to the 2007 through 2009 model year heavy-
duty diesel engine emissions standard that is equipped with a VDECS that
reduces NOx exhaust emissions by more than 70 percent and PM exhaust
emissions by at least 85 percent (Level 3, Mark 4).
o Emission data for all engines and diesel emission control systems are available from the
engine manufacturer or by contacting SECAT staff.

e Horsepower Requirements: The horsepower of the old and replacement vehicles must be the
same, unless a different horsepower rating is approved by program staff, because emissions
produced by a vehicle are related to engine horsepower. Horsepower information should be
available on the old engine tag. If the engine tag is missing, program staff may opt to determine
the horsepower of the replacement vehicle based on engine manufacturer data, or may require
the applicant to provide proof of horsepower through a chassis dynamometer test that takes into
account a 15% loss in actual horsepower based on transmission loss. Only in limited cases,
where no certified engines are available for any vehicle, will staff approve a horsepower rating on
the replacement vehicle that is more than 20% greater than on the old engine tag. The test must
have been completed within 90 days prior to submitting the application. The horsepower of the
engine can not be increased throughout the term of the agreement.

e System Modifications: Modifications to the following are not allowed: engine performance
characteristics (including changes in horsepower), emission characteristics, engine emission
components (not including repairs with like original equipment manufacturer replacement parts)
or any other modifications that cause the engine’s emission control system to be modified.
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e Truck Weight Requirements: Heavy-duty trucks in the SECAT Program are separated into two
classes for emission purposes:

0 Medium Heavy-Duty Diesel Vehicles are defined as all vehicles with a Gross Vehicle
Weight Rating (GVWR) between 14,001 — 33,000 Ibs and equipped with a certified
Medium Heavy-Duty Diesel Engine.

0 Heavy Heavy-Duty Diesel Vehicles are defined as all vehicles with a GVWR over 33,000
Ibs or any truck-tractor equipped with a fifth-wheel (DMV Registered Body Type Model =
DS) and equipped with a certified Heavy Heavy-Duty Diesel Engine.

0 The replacement vehicle must be in the same weight class as the old vehicle.

e Truck Axle and Body Configuration Requirements: The replacement vehicle may have a
different axle and/or body configuration than the old vehicle as long as the replacement vehicle
will operate at least the same number of miles or hours as the old vehicle through the contract
term.

e Body Funding: The SECAT Program will not pay for any body value. Additionally, an applicant
may purchase a replacement vehicle equipped with a sleeper cab regardless of the configuration
of the old vehicle; however, the SECAT Program will not pay for the cost of the sleeper cab.

e Engine Warranty Requirements: All applicants must purchase a minimum of a 1-year / 100,000
mile major component engine warranty as part of the SECAT Program. Even though it is not a
requirement, the SECAT Program suggests that the highest grade warranty be purchased in
order to avoid any problems in the future. The SECAT Program is not responsible for any failure
of the replacement vehicle, engine or any part, component or accessory. The applicant takes sole
responsibility for ensuring that the truck is in operational condition throughout the agreement
period. No additional funds will be issued for maintenance or repairs related to the operation of
the vehicle.

e Particulate Matter Control Device: All replacement vehicles funded under the SECAT Fleet
Modernization program are required to comply with heavy-duty diesel vehicle emission standards
which require the use of diesel particulate filters, so no additional requirements are necessary.

e SECAT Program Decals: Two SECAT Program decals will be placed on each side of the new
vehicle by District staff. These decals must be easily viewed by the public and remain on the
vehicle during the life of the contract.

e Pictures of the new vehicle: Staff or a participating dealership will take pictures of the new
vehicle prior to delivery to the applicant. Pictures taken by the participating dealership must be
submitted in digital format, and must show: (This requirement will be waived if SMAQMD
personnel inspect the vehicle.)

Front, rear, right and left sides of vehicle — hood down

Vehicle Identification Number — tag inside cab and on vehicle frame
Model year — tag inside cab

Gross Vehicular Weight Rating

Odometer and hour meter reading

Vehicle and engine date of manufacture
Engine — right and left sides

Engine model year — tag on engine

Engine emission family number — tag on engine
Engine serial number — tag on engine

Engine horsepower — tag on engine
Aftertreatment exhaust system information
Emission certification — tag on engine

OO0OO0OO0OO0OO0OO0ODOO0ODOO0OOO

SECAT Guidelines — October 2009 Revision Page 20 of 24



Electronic Monitoring Unit (if applicable)

Particulate matter control device — serial number (if applicable)
Additional modifications / body

SECAT Program decals applied to the vehicle body

Drayage Truck Registry label (if applicable)

Other identification labels (if applicable)

O O0OO0O0O0O0

5.6 Funding Requirements

Funding amounts will be based on the following criteria:

1. The SECAT Program’s cost-effectiveness limit of $100,000 / 1-year ton of NOx; or
2. Maximum vehicle cost cap of:

For 2010 Model Year NOx Emissions Equivalent replacement trucks purchased with Federal
Excise Tax, no more than 50% of the final purchase price of the vehicle (excluding body cost and
other ineligible costs) not to exceed $60,000 per vehicle; or

For all other new replacement trucks or used 2010 Model Year NOx Emissions Equivalent
replacement trucks, no more than 50% of the invoice price of the vehicle (excluding taxes, body
cost, and other ineligible costs) not to exceed $50,000 per vehicle; or

For all used trucks, no more than 50% of the invoice price of the vehicle (excluding taxes, body
cost, and other ineligible costs) not to exceed $40,000 per vehicle

The SECAT Program will pay the lesser amount of either 1 or 2 towards the project. All funds issued by
the SECAT Program must be applied towards the stated vehicle.

5.7 Legal Ownership of the Replacement Vehicle

The participant must own and operate the replacement vehicle or engine. The participant may obtain
financing to assist in the purchase. The SECAT Program requires that the Sacramento Area Council of
Governments and the SMAQMD be added as a lien holder on the title of the replacement vehicle
throughout the term of the agreement (usually five years). The Participant must provide proof by
submitting either a copy of the replacement vehicle title or the invoice documents listing the lien holder(s)
on the replacement vehicle.

SACOG and the SMAQMD should be listed on the vehicle title as follows:

Sacramento Area Council of Governments/SMAQMD
1415 L St, Ste 300

Sacramento, CA 95814

(916) 321-9000

If the participant uses either a Finance Company or Leasing Company to provide their cost share to
purchase the replacement vehicle, the Finance/Leasing Company must agree to list SACOG and
SMAQMD as lien holders on the vehicle title. The SECAT Program will allow most types of vehicle
financing and leasing, however, specific parties should contact the SMAQMD to determine if their
program is eligible. A Memorandum of Understanding between the Finance/Leasing Company and the
SMAQMD is available to define the relationship between the two parties.

5.8 Certificate of Existing Vehicle Acceptance and Salvage

When a vehicle is turned in for salvage, this certificate must be signed by both the vehicle dealership at
the time the existing (old) vehicle is turned in and by the salvage yard at the time the old vehicle is
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destroyed. The old vehicle must be turned in within 30 days of taking possession of the new vehicle. The
old vehicle must be in the same operating condition as it was during the first inspection. If the truck is
stripped, parts are taken off, or the tires are found not to be road worthy, the applicant will be in breach of
the contract and will either be required to reinstall all missing or defective parts to the participating
salvage yards or repay the total incentive amount. (This certificate requirement will be waived if
SMAQMD personnel inspect the vehicle.)

The salvage yard has 30 days to destroy the truck by cutting the frame rails completely in half and
punching a jagged-edged hole in the engine block large enough to prevent repairs (minimum 3-inch
diameter hole). The salvage yard must also take pictures of the destroyed vehicle and register the title
with DMV as a non-repairable vehicle so that the VIN number can no longer be registered or titled for
operation in California. A Non-Repairable Vehicle Notice or a Report of Vehicle to be Dismantled must be
filed by the owner or salvage yard within 30 days of delivery. Once a DMV non-repairable title or DMV
receipt showing the vehicle has been junked is received, a copy must be provided to SMAQMD. Pictures
of the vehicle must include the following:

Front of vehicle with hood down

Right side of vehicle with hood down

Left side of vehicle with hood down

Vehicle Identification Number (VIN) on tag inside of cab and on frame rail
Odometer reading

License plate

Engine, including engine serial number on tag or stamped on block

Hole in engine

Frame rails cut into two pieces

5.9 Certificate of Vehicle / Equipment Inspection Form

This certificate must either be signed by SMAQMD staff or a participating vehicle or equipment dealership
as designated by the SECAT Program. This certificate provides verification of the condition of the old and
new vehicles and equipment. Old vehicles must be inspected under normal operating conditions. (This
certificate requirement will be waived if SMAQMD personnel inspect the vehicle.)

5.10  Performance Requirements and Contractual Obligations of the Participant

All participants in the Fleet Modernization Program will be required to agree to the following terms for a
minimum of five years. These requirements are in addition to the requirements in the general guidelines.
If these provisions conflict with the general requirements, these requirements will control.

e The participant must agree to operate the replacement vehicle for a minimum of five (5) years in
the SFNA meeting a minimum performance requirement equal to the amount listed in the
application. This requirement may be met with either mileage or hours depending on the vehicle
type and configuration.

e The participant is required to meet both an annual commitment and a lifetime commitment.
Because of this, the SECAT Program recommends using a low estimate of vehicle operation
when applying for funding.

e The participant cannot sell or otherwise encumber the replacement vehicle without written
authorization from the SECAT Program.

e The replacement vehicle may operate outside the SFNA and outside the State of California;
however, the participant is responsible for meeting their minimum annual SFNA performance.

e If there is a significant event for the participant — including, but not limited to bankruptcy, sale of
business, or contact information change — the participant must notify the SECAT Program.

e If the replacement vehicle is involved in an accident, the applicant will need to report the accident
to program staff within 10 business days. The applicant will be required to provide a police report
of the accident, a letter from the insurance company regarding the accident, and any additional
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information requested by SMAQMD. Down time due to an accident will be credited toward the
performance requirements as long as the information is reported as requested and the participant
repairs the vehicle as soon as possible. The participant will be required to repair the vehicle and
return it to operation if possible. If the vehicle is totaled, SMAQMD may demand repayment of a
pro rated portion of the incentive funds.

511 EPA SmartWay® Certified Tires

The SECAT Program is now requiring that all replacement [‘% US EPA Certified
truck-tractors be equipped with EPA SmartWay® Certified 5\ S ®
~SmartWay

Tires. This requirement is consistent with the ARB regulation
requiring the use of these tires on vehicles subject to the

regulation. Only replacement vehicles equipped with a fifth-wheel capable of towing a trailer are required
to have certified tires. Incomplete trucks, vocational trucks, and medium heavy-duty vehicles are not
required to have certified tires, however, their use is strongly recommended.

Certified tires are available in both single and dual tire configuration from several manufacturers. The

SECAT Program does not require the use of single-wide tires; however, their weight and fuel savings may
make them an attractive option for fleets. Please contact staff for more information.

512 Enhanced Fleet Modernization

As an alternative to destruction of the old vehicle, the SECAT Program is now implementing Enhanced
Fleet Modernization (EFM). The purpose of EFM is to recover the residual value of the old truck to assist
the cities and counties in the SACOG region in streamlining the zoning codes and ordinances in targeted
areas to facilitate infill development. EFM is also designed to maintain the original air quality benefit of the
Fleet Modernization program by ensuring that the old vehicles will not operate in California. This section
will describe the process for vehicles selected for participation.

Prior to payment, the SECAT Program or their designee may direct the Participant to deliver their old
vehicle to an approved point of sale such as an auction yard for participation in the EFM. The Participant
will be required to transfer the old vehicle title to the approved point of sale instead of sending the vehicle
to a Salvage Yard for destruction. No additional SECAT funding will be provided to the Participant nor will
the Participant receive any compensation resulting from his or her participation in the EFM.

All approved points of sale participating in the EFM must have an executed agreement with SACOG and
the SMAQMD prior to delivery of any old vehicles. Upon receipt of the old vehicle, the approved point of
sale shall sell the vehicle at the next available auction. In order to reduce the potential for trucks making
return trips to California, the EFM reserves the right to require that trucks be sold east of the Continental
Divide of the United States as defined by the United States Geological Survey. Proceeds will be
submitted to the SMAQMD pursuant to the terms of the Auction Yard Agreement.

Any contractors found to violate the requirements or intent of the EFM will be terminated immediately and

may be subject to penalty. Additionally, any EFM vehicles found to be operating in California will not be
claimed for credit under the Sacramento SIP.
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Attachment B

Enhanced SECAT Changes
to Select Provisions of the SECAT Guidelines

2.1 Purpose of the SECAT Program

The following policies and guidelines in this document include minimum qualifications for a vehicle to
enter the SECAT Program, the responsibilities of vehicle owners, vehicle dealerships, engine dealerships,
salvage yards, and surplus sale entities such as auction yards and information on how funding amounts
are determined.

3.2.1 Application Instructions
Application Procedure Overview

8. Fleet Modernization Only: The old vehicle will also be inspected again by an Inspector prior to
its delivery to an approved salvage yard to verify that it still meets program requirements unless the
vehicle is assigned for sale through an approved entity such as an auction yard.

4.1 General Information

Vehicle dealers, salvage yards, and approved sale entities such as auction yards are an important part of
the SECAT Program. New vehicle dealers are responsible for providing low emission diesel trucks
meeting the needs of program participants. The salvage yards are responsible for ensuring proper
destruction of the old vehicle. Because of their importance, the SECAT Program has special guidelines
for salvage yards designed to preserve the integrity of the program and provide maximum emission
reductions.

4.3 Salvage Yard Requirements

Approved Salvage Yards under the SECAT Program are responsible, as applicable (see section 5.12
Enhanced Fleet Modernization), for destroying the old vehicle in an environmentally responsible manner
to permanently remove the vehicle from operation. Because of the special requirements, Approved
Salvage Yards must be under a Master Agreement with the SECAT Program. The Master Agreement
allows an Approved Salvage Yard to be eligible to market its services to Program participants and receive
fees or materials for salvage. All vehicles funded under the SECAT Program must be destroyed by an
Approved Salvage Yard, unless SMAQMD approves an alternative disposal method that ensures
emission reductions.

4.4 Program Disclaimer

The SECAT Program does not review the operations or reach any conclusions regarding the quality of
the product or service of Approved Vehicle Dealerships, Approved Salvage Yards, or Approved Sale
Entities such as an auction yard. The participant is solely responsible for the quality and performance of
the low emission vehicle and/or engine technology funded under the SECAT Program and may not hold
the SECAT Program liable for any issues encountered with Approved Vehicle Dealerships, Approved
Salvage Yards, or Approved Sale Entities.

5.4 Requirements for Turning In Old Vehicle

The applicant must agree NOT to remove or replace the tires, rims, seats, fifth wheel, engine parts, hood,
fenders, fuel tanks, horn, exhaust pipes, mirrors, grill, cab air shield, or any other accessory or item on the
vehicles between the Pre-Inspection and the date of the Pre-Salvage inspection. At the time of the Pre-
Salvage inspection and when the vehicle is turned over to the SECAT Approved Salvage Yard for
salvage or Approved Sales Entity such as an auction yard, the vehicle must be in operational condition,
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all tires must be road worthy and the vehicle must be able to pass a California Highway Patrol Inspection
(see sections 27452 and 27465 of the California Vehicle Code listed below).

5.8 Certificate of Existing Vehicle Acceptance and Salvage

When a vehicle is turned in for salvage, this certificate must be signed by both the vehicle dealership at
the time the existing (old) vehicle is turned in and by the Approved Salvage Yard at the time the old
vehicle is destroyed. The old vehicle must be turned in within 30 days of taking possession of the new
vehicle. The old vehicle must be in the same operating condition as it was during the first inspection. If the
truck is stripped, parts are taken off, or the tires are found not to be road worthy, the applicant will be in
breach of the contract and will either be required to reinstall all missing or defective parts to the
participating salvage yard or repay the total incentive amount. (This certificate requirement will be
waived if SMAQMD personnel inspect the vehicle.)

5.12 Enhanced Fleet Modernization

As an alternative to destruction of the old vehicle by an Approved Salvage Yard, the SECAT Program is
now implementing Enhanced Fleet Modernization (EFM). The purpose of EFM is to recover the residual
value of the old truck to assist the cities and counties in the SACOG region in streamlining the zoning
codes and ordinances in targeted areas to facilitate infill development. EFM is also designed to maintain
the original air quality benefit of the Fleet Modernization program by ensuring that the old vehicles will not
operate in California. This section will describe the process for vehicles selected for participation.

Prior to payment, the SECAT Program or their designee may direct the Participant to deliver their old
vehicle to an approved point of sale with an Approved Sale Entity such as an auction yard for participation
in the EFM. The Participant will be required to transfer the old vehicle title to the approved point of sale
instead of sending the vehicle to a Salvage Yard for destruction. No additional SECAT funding will be
provided to the Participant nor will the Participant receive any compensation resulting from his or her
participation in the EFM.

All Approved Sale Entities participating in the EFM must have an executed agreement with SACOG and
the SMAQMD prior to delivery of any old vehicles. Upon receipt of the old vehicle, the Approved Sale
Entity shall sell the vehicle at the next available auction. In order to reduce the potential for trucks making
return trips to California, the EFM shall require that trucks be sold east of the Continental Divide of the
United States as defined by the United States Geological Survey. Proceeds will be submitted to the
SMAQMD pursuant to the terms of the Auction Yard Agreement.

Any contractors found to violate the requirements or intent of the EFM will be terminated immediately and

may be subject to penalty. Additionally, any EFM vehicles found to be operating in California will not be
claimed for credit under the Sacramento State Implementation Plan (SIP).
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Attachment C

SACRAMENTO METROPOLITAN AIR QUALITY
MANAGEMENT DISTRICT

For the Agenda of: July 22, 2010

To: Board of Directors
Sacramento Metropolitan Air Quality Management District

From: Larry Greene
Executive Director/Air Pollution Control Officer

Subject: Adopt a Resolution Authorizing the Executive Director/Air Pollution Control
Officer to Sign a Contract Extension with the Local Government Commission to
Provide Project Services for the Enhanced SECAT Pilot Program

Recommendation

1. Approve the attached resolution authorizing the Executive Director/Air Pollution Control
Officer to extend an existing contract with the Local Government Commission (LGC) through
June 2012, with added tasks to develop and implement the Enhanced SECAT Pilot
Program.

2. Authorize the Executive Director/Air Pollution Control Officer to amend the District budget
and the LGC contract based on the revenue received for the Enhanced SECAT Pilot
Program and report any such amendments during the Executive Report of a subsequent
meeting of the Board of Directors.

3. Direct the Clerk of the Board to transmit the fully executed documents to concerned parties.

Purpose

The attached resolution will authorize the Executive Director/Air Pollution Control Officer to
amend an existing contract with the Local Government Commission (LGC) allowing them to
continue the work described in the existing scope of work, with added tasks: (1) assist in
development of the Enhanced SECAT Pilot Program and (2) execute the program for two years
pending a six month review of the initial program development by the SMAQMD and SACOG
Boards.

This contract will include a provision for mileage reimbursement of necessary travel expenses
as part of overall reimbursement provisions in the contract. All requests would be submitted on
the monthly billing document for review and approval by the project officer at the District.

Background

The LGC has a long history of assisting local agencies with efforts to facilitate infill including
writing the first national guide on infill development in 1996, developing zoning codes and
ordinances, writing vision plans that support infill and increase walking, bicycling and transit,
conducting community outreach efforts and informing oversight boards and elected
representatives.
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The SMAQMD has historically used the Local Government Commission’s expertise to assist
with a number of land use, smart growth and healthy community tasks related to the District’s
mission. We have also been sponsors of a number of LGC managed events such as the annual
New Partners for Smart Growth conferences. Because of this relationship, staff feels that the
most prudent way to ensure success of the Enhanced SECAT Pilot Program is to extend the
current contract with the LGC to cover the new tasks necessary to develop and execute the pilot
program (with SMAQMD and SACOG Board review at the six month mark). It is important to get
this program development underway quickly for a number of reasons.

Funds from truck sales should be available as early as September 2010.

Cities and counties need near term assistance to support the infill programs required by
the regional SB375 and MTP efforts.

We must begin program development immediately after Board approval (SMAQMD in
July, SACOG in August) in order to meet the time line for getting back to the SACOG
and SMAQMD Boards in six months with the initial set of infill project proposals.

Once we have a viable program, we will have an ideal opportunity to apply for grants
and other funding opportunities to add capability to the program. Several have already
been available at the state and federal level, but without an operating program in place
our ability to sell the program as a funding opportunity to other agencies has been
limited.

On August 28, 2008 the Board approved Resolution No. 2008-041 and based on that authority
the APCO executed Contract No. E2008020 with the LGC in January 2009 to provide project
services related to Public Health and Climate Change, Complete Streets, School Siting,
Parking, and Emergency Response/Narrow Streets. On May 27, 2010, the District’s Board of
Directors approved Resolution 2010-022 to extend the existing contract with the LGC for one
year until June 2011. This extension did not include any increase in funding. Staff is requesting
an extension of this contract and the addition of tasks to assist in the development of the
Enhanced SECAT Pilot Program.

On May 27, 2010 the SMAQMD Board also adopted Resolution 2010-021 authorizing the
Executive Officer/Air Pollution Control Officer with the advice and consent of District Counsel to
sell, rather than scrap newer vehicles that are turned in through the SECAT Program,
contingent on approval by the District’'s and the Sacramento Area Council of Government’s
(SACOG) Boards.

As part of the Board presentation on this item, staff also committed to return to your Board at
the July 22, 2010 Board meeting to present a plan for the use of the revenue from the sale of
the vehicles that are turned in through the SECAT Program. The program outlined below
describes how the District staff proposes to use funding generated through the sale of trucks to
develop and execute the Enhanced SECAT Pilot Program.
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Program Proposal

The requested contract extension includes two new tasks covering the development and
implementation of the Enhanced SECAT Pilot Program to assist local jurisdictions in the
Sacramento Federal Non-attainment Area for ozone (SFNA) and the SACOG region in creating
specific plans, zoning codes and other regulatory mechanisms to promote infill development.
This program will be executed in two phases: (1) Development of an Enhanced SECAT Pilot
Program, and (2) a review of this pilot program in six months by both the SACOG and
SMAQMD Boards, followed by action authorizing staff to implement the pilot program for two
years.

The Contract extension includes two tasks:

Enhanced SECAT Pilot Program development — The proposed Enhanced SECAT Pilot

Program would begin with a 6-month period to fully develop the program structure and begin

initial implementation. Components of this task would include:

e Creation of a work program, timetable and funding program.

o Creation of a Technical Advisory Committee (TAC) with a staff member from each SFNA air
district and from SACOG, to select infill projects for assistance.

e Creation of a Policy Committee with a Board member from each SFNA air district to approve
TAC project selections and provide guidance to the TAC.

o Development of project selection criteria.

e Conduct the initial call for projects and project selection.

Enhanced SECAT Pilot Program On-going Implementation — This task provides for the
implementation of the Enhanced SECAT Pilot Program following a review and approval by the
District's and SACOG’s Boards at the six month review.

Fiscal Impact

The current contract with the LGC is budgeted at $47,000 in FY 2010/11. This proposal will
support the work plan by increasing the program funding level by up to $300,000 per year for
two years for a total of up to $647,000. The initial 6-month pilot program will require
approximately $91,000, which would be part of the $300,000 for the first year of program
funding.

The $300,000 per year in program funding will fund both the management of the Enhanced
SECAT Pilot Program and the creation of other regulatory mechanisms to promote infill
development. The District may use a portion of this revenue to cover the cost of district staff to
manage the contract and oversee the Enhanced SECAT Pilot Program. The revenue will come
from the sale of newer used vehicles that are turned in through the SECAT Program, therefore
all revenue in this program will be new revenue, and will not adversely impact the current district
budget.

We intend to begin the Enhanced SECAT Pilot Program development on August 20, 2010, if the
SACOG Board approves the program. The first sale of trucks is expected to occur in mid-
September. In the unlikely event that program implementation costs are billed to the District
between the time that program development begins and the time that the District receives the
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revenue from the first truck sale, these costs will be paid from Land Use Mitigation fees. Any
Land Use Mitigation Fees that are used will be replenished by truck sale revenue.

Thirty eight trucks will be sold in the first truck sale. These are anticipated to bring well over
$200,000 in revenue. Fifty to one hundred more trucks will likely be strong candidates to be sold
late in 2010 and during the first half of 2011. Staff will be returning to your Board with a report
on program implementation at the six month point. If there is a shortfall in revenue, your Board
will have an opportunity to modify the program accordingly.

Additionally, grant opportunities that would fund this type of program are frequently announced
by the federal government including the Environmental Protection Agency, the Department of
Transportation and the Department of Housing and Urban Development. The District will pursue
these and other grant opportunities, as appropriate, to augment the funding available from the
sale of SECAT turn-in trucks.

Respectfully submitted,

Larry Greene
Executive Director/Air Pollution Control Officer

Reviewed By:

Kathrine Pittard
District Counsel
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SACRAMENTO METROPOLITAN AIR QUALITY MANAGEMENT DISTRICT

Resolution No.

RESOLUTION AUTHORIZING THE AIR POLLUTION CONTROL OFFICER TO SIGN
A CONTRACT EXTENSION WITH THE LOCAL GOVERNMENT COMMISSION TO
PROVIDE PROJECT SERVICES

WHEREAS, Health and Safety Code Section 40961 designates the District as the local
agency within the boundaries of the Sacramento Metropolitan Air Quality Management
District with the primary responsibility for the development, implementation, monitoring,
and enforcement of air pollution control strategies, clean fuels programs, and motor
vehicle use reduction measures; and

WHEREAS, the District is authorized by Health and Safety Code Sections 41062 and
41082 to implement programs to reduce transportation emissions, including programs to
encourage the use of alternative fuel and low-emission vehicles; and

WHEREAS, the District currently operates a number of regional ozone attainment
programs on behalf of the several air districts in the Sacramento Federal Nonattainment
Area for ozone (SFNA) including the Carl Moyer Air Quality Standards Attainment
Program (Moyer), the Low Emission School Bus Program (LESBP), the Goods
Movement Emission Reduction Program (GMERP) and the Sacramento Emergency
Clean Air and Transportation Act Program (SECAT); and

WHEREAS, the SFNA is essentially the same geographic area as the area served by
the Sacramento Area Council of Governments (SACOG); and

WHEREAS, there is a growing recognition that a key strategy in reducing air pollution in
the Sacramento region is to lower vehicle trips and Vehicle Miles Traveled (VMT) by
designing and retrofitting neighborhoods to support walking, bicycling and transit use
(Smart Growth approaches); and

WHEREAS, Smart Growth approaches have received strong support from policymakers
and residents in the region through the Blueprint Process undertaken by SACOG; and

WHEREAS, the regional Metropolitan Transportation Plan (MTP) adopted by SACOG
anticipates reduced average household VMT through designing and retrofitting
neighborhoods to support Smart Growth approaches; and

WHEREAS, properly designed infill development reduces the average length and
number of vehicle trips and consequently reduces emissions of 0zone precursors, green
house gases and air toxics; and



WHEREAS, infill development that emphasizes mixed uses, convenient and safe
walking and cycling, and density around transit nodes has been demonstrated to be
safer and healthier and to have lower emission levels than land uses that require more
rather than less vehicle use; and

WHEREAS, the District wishes to develop a program to assist local agencies in the
region with efforts to facilitate infill including designing/retrofitting neighborhoods to
improve safety, exploring innovative parking strategies, designing neighborhood friendly
schools and complete streets and other support to local agencies; and

WHEREAS, the Local Government Commission (LGC) has a long history of assisting
local agencies with efforts to facilitate infill including writing the first national guide on
infill development in 1996, developing zoning codes and ordinances, writing vision plans
that support infill and increase walking, bicycling and transit, conducting community
outreach efforts and informing oversight boards and elected representatives; and

WHEREAS, the District wishes to contract with the LGC on a sole source basis because
it possesses unique experience and resources that allow it to facilitate infill streamlining
for jurisdictions in the region; and

WHEREAS, under District Purchasing Policy, adopted by the Board on June 6, 1996,
the Air Pollution Control Officer (APCQO) may waive the competitive bid process if prior
experience and current research show that the desired services are only available from
the sole source or if the cost of labor for preparing the documents exceeds the possible
savings that could be derived from such detailed documents; and

WHEREAS, travel by staff and sub-consultants to conduct meetings and workshops in
the SFNA jurisdictions will be an important part of the duties that the Local Government
Commission will need to perform for the District, and the District wishes to include a
provision for mileage reimbursement as part of overall reimbursement provisions in the
contract; and

WHEREAS, the Board adopted a Resolution authorizing the Air Pollution Control Officer
with the advice and consent of District Counsel to develop enhancements to the SECAT
Program to assist local agencies with infill development on May 27, 2010; and

WHEREAS, the proposed enhancements to the SECAT Program include a new
Enhanced SECAT Pilot Program that would begin with an initial six month program
development phase to establish operations and would continue at least until June 2012
as an on-going program to assist local agencies with infill development for the purpose
of reducing vehicle miles traveled and associated polluting emissions; and

WHEREAS, after the initial six month program development phase, the District and
SACOG Boards will review the program and decide whether to approve the full two-year
pilot program; and



WHEREAS, the Enhanced SECAT Pilot Program would be funded primarily using the
revenue from the sale of used vehicles turned in through the SECAT Program and
secondarily from other grants that may become available as identified by the Air
Pollution Control Officer; and

WHEREAS, the revenue from the sale of vehicles turned in through the SECAT Program
will vary depending on the quantity, age, mileage, equipment and condition of the
vehicles that are turned in and on the market demand for such used vehicles; and

WHEREAS, the sale of the vehicles and the initiation of the Enhanced SECAT Pilot
Program will commence only after approval by the SACOG Board of Directors; and

WHEREAS, in the unlikely event that program implementation costs are billed to the
District between the time that program development begins and the time that the District
receives the revenue from the first vehicle sale, these costs will be paid from Land Use
Mitigation fees; however, any such fees used will be replenished by the vehicle sale
revenue; and

WHEREAS, the Enhanced SECAT Pilot Program may be eligible for supplemental
funding via federal grant opportunities, and the District may pursue these opportunities
as appropriate to augment the funding available from the sale of vehicles turned in
through the SECAT Program.

NOW, THEREFORE, BE IT RESOLVED AND ORDERED by the Board of Directors of
the Sacramento Metropolitan Air Quality Management District that the Air Pollution
Control Officer is authorized, in consultation with District Counsel, to negotiate and sign
a contract amendment and extension with the Local Government Commission.

BE IT FURTHER RESOLVED AND ORDERED by the Board of Directors of the
Sacramento Metropolitan Air Quality Management District that the Air Pollution Control
Officer is authorized, in consultation with the District Counsel, to make any amendments
to the contract that may be necessary to fully implement the intent of the resolution.

BE IT FURTHER RESOLVED AND ORDERED by the Board of Directors of the
Sacramento Metropolitan Air Quality Management District that the Air Pollution Control
Officer is authorized to amend the District budget in the amount of the revenue received
from the sale of vehicles that are turned in through the SECAT Program and any related
expenditures and report any such amendments during the Executive Report of a
subsequent meeting of the Board of Directors.

BE IT FURTHER RESOLVED AND ORDERED that the Board of Directors of the
Sacramento Metropolitan Air Quality Management District authorizes the Chair of the
Board of Directors to sign the resolution on behalf of the District.



ON A MOTION by Director , seconded by Director
, the foregoing Resolution was passed and adopted by

the Board of Directors of the Sacramento Metropolitan Air Quality Management District,
State of California, this 22nd day of July 2010 by the following vote, to wit:

AYES: Directors

NOES: Directors

ABSENT: Directors

Chair, Board of Directors
Sacramento Metropolitan
Air Quality Management District
(SEAL)

ATTEST.
Clerk of the Board of Directors
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Enhanced SECAT Pilot Program

Status
- Board approved sale of trucks at the May 27, 2010 meeting

- Briefed SACOG Transportation and Climate and Air Quality
Committees in June

- Will take appropriate language changes to the SACOG
Board in August to completely implement the program. (With
SMAQMD Board approval



Program Outline

- Pilot program will address barriers for the infill
development community. (Identified in SMAQMD Study)

- Project proposals typically run up against code and
planning barriers that raise costs for developers and
delay projects.

- Pilot program will allow cities and counties to nominate
Infill project areas for review, fund a review in selected
areas, and depending on the project size and available
funding from truck sales, fund the necessary work to
update codes and other planning processes.



Enhanced SECAT Pilot Program

Program Outline (continued)

- Pilot program is broken into two phases.

- Phase one: develop the project documents, solicit projects from cities and
counties, review by Technical Advisory Committee (APCQO'’s from the regional air
districts and Board Committee (member from each air board and SACOG), select
first set of projects.

- Phase one ends with a six-month report back to SMAQMD and SACOG Boards
for permission to move forward to second phase.

- Second phase includes: review proposals to identify code and planning work
needed, assign work to staff/contractor, complete projects as funding is available,
deliver projects to cities/counties (depending on funding).

Key Points for this Decision

- LGC contract allows us to begin the program immediately with good assurance for
pilot project completion.

- Significant Board oversight is built into the process

- Opportunities exist for additional funding when the program is underway



Funding Opportunities

- Federal Partnership for Sustainable Communities Grants

L. Michele, FaficyinMotion com -

Federal Grant Opportunities
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SMAOMD Study

- Study was completed in 2007

- Identified a range of barriers to infill development

- Worked with infill development community for their perspective
- Pilot Study would address at least two identified barriers:

- CEQA requirements raise too many barriers or offer
opponents too many opportunities to delay projects

- Zoning codes do not allow higher density projects (density,
setbacks, parking)



About the LGC

Community
Design

The Local Government Commission (LGC) is a nonprofit, nonpartisan,
membership organization that provides inspiration, technical assistance,
and networking to local elected officials and other dedicated community
leaders who are working to create healthy, walkable, and resource-
efficient communities.

The LGC's membership is composed of local elected officials, city and
county staff, planners, architects, and community leaders who are
committed to making their communities more livable, prosperous, and
resource-efficient.

Community experience: San Mateo County Department of Parks, City of
Salinas, City of Baldwin Park, City of Firebaugh, City of La Mesa, City of
Fowler, among others.



Keeping Trucks Out of California after they are
sold

- To eliminate the odds of these trucks returning to California they
would be sold east of the Rockies

- State Regulations make older trucks essentially un-saleable in
California.
“At this time any used truck older than 2007 we are marketing out of the state of
California. The statewide regulations have basically eliminated that used truck

market in California so | don't think it's likely these older SECAT turn-in trucks that
are sold east of the Rockies would return to California.

- Tom Bertolino, Vice President, NorCal Kenworth

- Federal DOT Federal Motor Carrier Safety Administration regulations
make it difficult and costly to drive a truck without a sleeper berth over
long distances. Initial trucks we are selling are “day cabs”.

- However, SMAQMD will continue to pursue a “VIN Stop” option
through ARB staff but as of this meeting we have not gained that
approval.



A

ltem #10-8-/
Climate & Air Quality Committee Information
July 29, 2010

Update on Property Assessed Clean Energy Programs (PACE)

Issue: A directive from the Federal Housing and Finance Agency (FHFA) has put a stop to all
PACE programs made possible under AB 811.

Recommendation: None; this is for information only.

Discussion: A number of cities and counties from the SACOG region had implemented, or
were considering, property tax based loan programs for the purchase of energy efficient or
renewable energy improvements. These include Placer County’s mPower, and Yolo and
Sacramento County’s involvement in the CaliforniaFIRST statewide pilot program.

The issue began in May when Fannie Mae and Freddie Mac informed loan holders they were
prohibited from any loan that placed a senior lien on the mortgage. FHFA continued to work
with Fannie and Freddie, as well as state and local agencies before releasing its opinion in early
July, asking all PACE programs to be placed on hold.

SACOG staff will continue to track this, and work with our member jurisdictions and partner
agencies as the issue resolves.

Attached is the official comment released by FHFA.
Approved by:

Mike McKeever

Executive Director

MM:RP:le

Attachment

Key Staff: Gordon Garry, Director of Research & Analysis, (916) 340-6230
Raef Porter, Senior Research Analyst, (916) 340-6261

S:\SACOG\Board\Climate & Air Quality\2010\August\7-PACE.doc 1100713



FEDERAL HOUSING FINANCE AGENCY

STATEMENT

For Immediate Release Contact: Corinne Russell (202) 414-6921
July 6, 2010 Stefanie Mullin (202) 414-6376

FHFA Statement on Certain Energy
Retrofit Loan Programs

After careful review and over a year of working with federal and state government agencies, the
Federal Housing Finance Agency (FHFA) has determined that certain energy retrofit lending
programs present significant safety and soundness concerns that must be addressed by Fannie
Mae, Freddie Mac and the Federal Home Loan Banks. Specifically, programs denominated as
Property Assessed Clean Energy (PACE) seek to foster lending for retrofits of residential or
commercial properties through a county or city’s tax assessment regime. Under most of these
programs, such loans acquire a priority lien over existing mortgages, though certain states have
chosen not to adopt such priority positions for their loans.

First liens established by PACE loans are unlike routine tax assessments and pose unusual and
difficult risk management challenges for lenders, servicers and mortgage securities investors.
The size and duration of PACE loans exceed typical local tax programs and do not have the
traditional community benefits associated with taxing initiatives.

FHFA urged state and local governments to reconsider these programs and continues to call for
a pause in such programs so concerns can be addressed. First liens for such loans represent a
key alteration of traditional mortgage lending practice. They present significant risk to lenders
and secondary market entities, may alter valuations for mortgage-backed securities and are not
essential for successful programs to spur energy conservation.

While the first lien position offered in most PACE programs minimizes credit risk for investors
funding the programs, it alters traditional lending priorities. Underwriting for PACE programs
results in collateral-based lending rather than lending based upon ability-to-pay, the absence of
Truth-in-Lending Act and other consumer protections, and uncertainty as to whether the home
improvements actually produce meaningful reductions in energy consumption.

Efforts are just underway to develop underwriting and consumer protection standards as well
as energy retrofit standards that are critical for homeowners and lenders to understand the
risks and rewards of any energy retrofit lending program. However, first liens that disrupt a
fragile housing finance market and long-standing lending priorities, the absence of robust
underwriting standards to protect homeowners and the lack of energy retrofit standards to
assist homeowners, appraisers, inspectors and lenders determine the value of retrofit products
combine to raise safety and soundness concerns.



On May 5, 2010, Fannie Mae and Freddie Mac alerted their seller-servicers to gain an
understanding of whether there are existing or prospective PACE or PACE-like programs in
jurisdictions where they do business, to be aware that programs with first liens run contrary to
the Fannie Mae-Freddie Mac Uniform Security Instrument and that the Enterprises would
provide additional guidance should the programs move beyond the experimental stage. Those
lender letters remain in effect.

Today, FHFA is directing Fannie Mae, Freddie Mac and the Federal Home Loan Banks to
undertake the following prudential actions:

1. For any homeowner who obtained a PACE or PACE-like loan with a priority first lien
prior to this date, FHFA is directing Fannie Mae and Freddie Mac to waive
their Uniform Security Instrument prohibitions against such senior liens.

2. In addressing PACE programs with first liens, Fannie Mae and Freddie Mac should
undertake actions that protect their safe and sound operations. These include, but are
not limited to:

- Adjusting loan-to-value ratios to reflect the maximum permissible PACE loan
amount available to borrowers in PACE jurisdictions;

- Ensuring that loan covenants require approval/consent for any PACE loan;

- Tightening borrower debt-to-income ratios to account for additional obligations
associated with possible future PACE loans;

- Ensuring that mortgages on properties in a jurisdiction offering PACE-like programs
satisfy all applicable federal and state lending regulations and guidance.

Fannie Mae and Freddie Mac should issue additional guidance as needed.

3. The Federal Home Loan Banks are directed to review their collateral policies in order to
assure that pledged collateral is not adversely affected by energy retrofit programs that
include first liens.

Nothing in this Statement affects the normal underwriting programs of the regulated entities or
their dealings with PACE programs that do not have a senior lien priority. Further, nothing in
these directions to the regulated entities affects in any way underwriting related to traditional
tax programs, but is focused solely on senior lien PACE lending initiatives.

FHFA recognizes that PACE and PACE-like programs pose additional lending challenges, but
also represent serious efforts to reduce energy consumption. FHFA remains committed to
working with federal, state, and local government agencies to develop and implement energy
retrofit lending programs with appropriate underwriting guidelines and consumer protection
standards. FHFA will also continue to encourage the establishment of energy efficiency
standards to support such programs.

###
The Federal Housing Finance Agency regulates Fannie Mae, Freddie Mac and the 12 Federal Home Loan Banks.

These government-sponsored enterprises provide more than $5.9 trillion in funding for the U.S. mortgage markets
and financial institutions.
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