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SYNOPSIS:

Under the Property Insurance and Energy
Reduction Act of Alabama, a county or municipality may
issue bonds or notes to finance necessary improvements
to existing properties in designated regions to
increase energy efficiency and resistance to
storm-related events.

This bill would enable a local government to
allow private capital to finance qualified projects
instead of using government funds.

This bill would also allow a local government to
place a lien on the qualifying property for the debt
and assign the right to payments toward the lien to the
private capital lender.

This bill would revise the application process
for qualifying projects.

This bill would prohibit the use of public funds
from the state or a local government to repay a loan
between the gqualifying property owner and the private
capital financier, and would provide that the local
government shall not guarantee repayment of the debt
and shall not be liable for actions taken pursuant to
the act.

This bill would repeal the laws allowing a

governmental entity or designee to establish a loss
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HB163 INTRODUCED

reserve fund for paying delinquent assessments and to
establish regulatory Jjurisdiction by the state.

This bill would rename the act as the Property
Insurance Reduction and Capital Expenditure Act of
Alabama.

This bill would also make nonsubstantive,
technical revisions to update the existing code

language to current style.

A BILL
TO BE ENTITLED

AN ACT

Relating to counties and municipalities; to amend
Sections 11-81-240, 11-81-241, 11-81-242, 11-81-243,
11-81-244, 11-81-245, 11-81-246, and 11-81-249, Code of
Alabama 1975, to change the name of the Property Insurance and
Energy Reduction Act of Alabama to the Property Insurance
Reduction and Capital Expenditure Act of Alabama; to enable
local governments to allow private financing of qualified
energy projects; to allow local governments to assess the
qualifying properties with a lien to secure repayment of the
private financing; to allow assignment of the repayment to the
private financier; to revise the application process for
qualifying projects; to add Sections 11-81-251 and 11-81-252
to the Code of Alabama 1975, to provide that imposition of the

local assessment is voluntary; to provide that the local
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government shall not guarantee the repayment of the financing;
to repeal Sections 11-81-247 and 11-81-248, Code of Alabama
1975, relating to provisions for a loss reserve fund and
regulatory jurisdiction by the state; to limit liability of a
local government for actions undertaken pursuant to the act;
and to make nonsubstantive, technical revisions to update the

existing code language to current style.

BE IT ENACTED BY THE LEGISLATURE OF ALABAMA:

Section 1. Sections 11-81-240, 11-81-241, 11-81-242,
11-81-243, 11-81-244, 11-81-245, 11-81-246, and 11-81-249,
Code of Alabama 1975, are amended to read as follows:

"§11-81-240

This article shall be known and may be cited as the

Property Insurance Reduction and—FErergy—Reduetion Capital

Expenditure Act of Alabama."

"§11-81-241
For the purposes of this article, the following words
shatt—have the following meanings:

(1) ASSESSMENT CONTRACT. The contractual agreement

between a local government and a property owner in which the

property owner voluntarily agrees to have the local government

place an assessment and lien on the benefited property to

secure repayment of Property Insurance Reduction and Capital

Expenditure financing to a capital provider.

(2) CAPITAL PROVIDER. The private third-party entity or

entities, including their designee, successor, and assigns,

that provide private financing for Property Insurance and
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423 (3) DESIGNATED REGION. An area approved by a local
government for qualified projects pursuant to Section
11-81-242.

(4) FINANCING AGREEMENT. The contract between a

property owner and a capital provider in which the property

owner agrees to repay the capital provider for the financing

of qualifying improvements. The term includes, but is not

limited to, details of financing charges, fees, debt

servicing, interest and penalties, terms related to prepayment

and partial payments, billing, collection, and enforcement of

the repayment of the financing.

4323+ (5) LOCAL GOVERNMENT. Any incorporated municipality,
county, or improvement district in this state.

44> (6) PROGRAM. A program for Property Insurance

Reduction and Capital Expenditure authorized and created by a

local government under this article.

(7) PROGRAM ADMINISTRATOR. The department or individual

within a local government designated to administer the
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program, or a private independent third party designated by

the local government, provided that the administrative

procedures used conform to this article.

(8) PROGRAM GUIDEBOOK. A comprehensive document that

outlines the applicable program and establishes appropriate

guidelines, specifications, underwriting, and approval

criteria, along with standard application forms consistent

with the administration of the program and not detailed in

this article, including the following:

a. An assessment contract form between the local

government and the property owner, specifying the terms of

assessment under the program, terms of the financing provided

by a third party, and remedies for default or foreclosure;

b. A local government Notice of Assessment and Property

Insurance Reduction and Capital Expenditure lien form; or

c. A Notice of Assignment of Assessment and Property

Insurance Reduction and Capital Expenditure lien form between

a2 local government and a capital provider.

h 1o n
Tt TS Ot

45+ (9) QUALIFIED PROJECT—ex=—PROIECTE.
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werament— A property that has at least one qualifying

¢

improvement installed. The term includes a new construction,

the adaptive reuse of eligible property with the improvement,

or a property where the qualifying improvement has been

installed and is operational before the application date.

46+ (10) QUALIFYING IMPROVEMENT. An improvement fixed to

or used—upern by an existing building—es, facility, or new
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construction that is part of the-—s=eat qualified property and

intended to increase energy and water efficiency, lower energy

cost, —erd—eceommunity increase building resilience, and harden

or upgrade a property to withstand—=e storm-related events+

such as high winds and flooding—iretuding,. This term

includes, but is not limited to;—arnyeof—theFfolltowing:

a. Resiliency improvements, including:

1. Wind—resistant resistance improvements or programs

that qualify the structure for insurance discounts, including+

b+ n +
oot —To=T

timited—+e, the FORTIFIED Program;

2 sz ments Improvements that increase—+theJtife

safety—eof—oeceupants occupant safety during tornados,

(

[
H
q

HO)
@®
d
0}

including, but not limited to, safe rooms that comply with the
International Code Congress (ICC-500) as mandated by the
Alabama Building Commission+ or are manufactured or site built
under the supervision of a professional or producer member of
the National Storm Shelter Association; and

3. Battery or generator storage, electric vehicle

charging infrastructure, or other resilience measures as

deemed acceptable by a local government to provide

strengthening or resilience of a structure against natural

disasters or pandemics.

b. Flood mitigation, including:

1. Raising a structure above the base flood elevations

to eliminate flood damage;

2. Installation of a flood diversion apparatus;

3. Electrical, mechanical, plumbing, or other system

improvements that reduce flood damage;
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4. Improvements to mitigate or eliminate the potential

for microbial growth or reduce flood insurance premiums; and

5. Any other improvement that reduces repetitive loss

and is recognized by the National Flood Insurance Program,

Community Rating System, or the Federal Emergency Management

Agency (FEMA) .

Tt

b+—c. Energy conservation and efficiency—imprevemen

’

= m

which 3 s——ameasure improvements installed on the qualifying

property to reduce consumption—threugh—econservation—or o mor

S £ by conserving or using electricity, natural

N
=

gas, propane, or other forms of energy sources more

efficientlyen—+the—real prepertsy, including, but not limited
™~ I

to, any of the following:

1. Air sealing.

2. Installation of insulation.

3. Installation of energy-efficient heating, cooling,
or ventilation systems.

4. Building modifications to increase the use of
daylight.

5. Replacement of windows.

6. Installation of energy controls or energy efficient
lighting systems.

7. Installation of electric vehicle charging equipment.

8. Installation of efficient lighting equipment.

9. Other improvements that are intended to lead to

demonstrable energy savings.
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and water quality

efficiency,

d. Water conservation,

264

improvements.
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4+ (11) REAE QUALIFYING PROPERTY. Real property that

266

and multifamily

agricultural,

includes commercial, industrial,

267

The term excludes residential property consisting

buildings.
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273

The governing body of a local government may

(a) (1)

274

designate an area of the local government or may designate the

275

entire area of the local government, including the

2776

unincorporated and incorporated area of the local government

277

as a region—witkhin in which the local

if applicable,

278

government may—previde make available Property Insurance

279

Reduction and Capital Expenditure financing to the record

280
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£ o
¥

WREeES a+—preperty owner of any qualifying property who

voluntarily agrees to have—eand—impoese assessments and a lien

imposed on the owner's property for the repayment of-—eests—of

PP, B
&y \iuu_l__LJ__L\_,

a
A3

proFeet the funds advanced for qualified projects.

(2) For the purpose of this article, the costs of a

qualifying project shall include, but are not limited to, all

of the following:

a. All costs of acquisition, by purchase or otherwise,

construction, assembly, installation, modification,

renovation, rehabilitation, or new construction incurred in

connection with any qualified project or any part of any

qualified project.

b. All costs associated with the gqualifying property,

fixtures, or personal property used by, connected with, or

necessary for any qualified project or for any related

facilities, including, but not limited to, the following:

1. The cost of all land, estates for years, easements,

rights, improvements, water rights, connections for utility

services, fees, franchises, permits, approvals, licenses, and

certificates.

2. The costs associated with securing any franchises,

permits, approvals, licenses, or certificates.

3. The cost of preparing any application and the cost

of all fixtures, machinery, equipment, furniture, and other

property used by, connected with, or necessary for any

qualified project.

c. All financing charges, fees, and all interest on

financing provided by a capital provider under this article.
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336
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d. All costs of engineering, surveying, and

architectural and legal services, and all expenses incurred by

engineers, surveyors, architects, and attorneys in connection

with any gqualified project.

e. All expenses for inspection of any qualified

project.
f. All fees of fiscal agents, paying agents, and

trustees for bondholders under any trust agreement, indenture

of trust, or similar instrument or agreement; all expenses

incurred by any fiscal agents, paying agents, trustees, and

all other costs and expenses related to the issuance of any

revenue bonds, notes, or other obligations for any qualified

project.
g. All fees of any type charged by a local government

related to any qualified project.

h. All expenses incurred in determining the feasibility

or practicability of any qualified project.

i. All costs of plans and specifications for any

qualified project.

5. All costs of title insurance and examinations of

title related to any qualified project.

k. Repayment of any assessments made for the advance

payment of any part of the costs provided specified in this

section, including interest thereon and any other expenses of

the assessments.

1. Administrative expenses of the local government and

other expenses as may be necessary or incidental to any

qualified project, its financing, or placing the project in
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the right to payments from the assessment of a property owner

with a gualified project to the capital provider that finances

the qualifying improvements.

e (c) This article does not apply to residential

H-

property consisting of fewer than five units—er—irndividua

£ oA~ g oo
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"§11-81-243

(a) To establish a program under this article, the
governing body of a local government must take the following
actions in the following order:

(1) Adopt a resolution of intent that includes all of
the following:

a. A finding that financing qualified projects through
assessments i1is a valid public purpose.

b. A statement that the local government intends to
make assessments to repay financing for qualified projects

available to—xea+ voluntary and willing qualifying property

owners.

c. A description of the types of qualified projects
eligible for the program.

d. A description of the boundaries of the designated
region.

e. A statement of the time and place for a public
hearing on the proposed program.

(2) Hold a public hearing at which the public may

comment on the proposed program.
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HB163 INTRODUCED

(3) Adopt a resolution establishing the program and the
terms of the program, including a description of each aspect
of the program that may be amended only after another public
hearing is held.

(b) Subject to the terms of the resolution establishing
the program, the governing body of a local government may

amend a program by resolution and may allow the program

administrator to amend the program guidebook without approval

of the local government.

(c) A local government may—de—both of +the folleowing:

(1) Hire and set the compensation of a program
administrator and program staff-; and

(2) Contract for professional services necessary to
administer a program.

(d) A local government may impose fees to offset the

costs of administering a program in an amount equal to the

lesser of one percent of the principal amount financed or

fifty thousand dollars ($50,000) . Fhe—fees—authorized by —this
SRR SN I HNE N I concand oo £ + 1 fFoll ozt e
[CAv S wyw) C LT OUTT lllu_Y Ly L% A w e ) oL T (_/LLL_Y - CTIT - _L_L\JVV_LLJ.S
(1) BSroacram el 2 Ao 2~ £ EENENE I 2N + ol N~ g
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(e) For the purposes of this section, the governing

body of a local government is not required to review, approve,

or ratify any individual application by a property owner. The
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resolution establishing the program shall specify that all

subsequent actions for implementation of the program,

including review and approval, shall be delegated to the

executive or administrative staff of the local government."

"§11-81-244

(a) A—reat+ qualifying property owner and a capital

provider in a designated region may apply to a local

government under a program for—funding approval to finance a

qualified project and enter into a written contract with the
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F+—-84+-242 in which the property owner consents to the local

government imposing an assessment and lien on the qualifying

property to repay the financing.

(b) A local government may enter into a partnership
with one or more other local governments for the purpose of
providing and financing qualified projects.

(c) A gqualified program may be administered by a
for-profit or nonprofit organization on behalf of and at the

discretion of the local government.
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+e3(d) A local government may only enter into a

contract—enty with the record owner of the affected—xest

qualifying property in a designated region. A contract entered
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into pursuant to this section or a summary memorandum of the
contract must be recorded in the public records of the court

of probate in the county in which the-—sxeat qualifying property

is located by the-—spoensering—unit—of local government—within

h
[
g
D.
n

Hh

4
C

er—+h ewbtieon—-of—+the—econtracet. The recorded

agreement—must shall provide:

(1) —zmetse s oo s Constructive notice that the

assessment to be levied on the—reat qualifying property

constitutes a lien as described in Section 11-81-246;-+—Fhe

o oA maoant 1
Ay et ——=

+
C

maa oy
TITCro

@
]

R R or e
T T T

(2) previde—= A legal description of the—s=eat

qualifying property covered by the lien;

(3)+—%tke The amount secured by the lien;

(4)+—%the The maturity date for payment of all amounts
secured by the lien;

(5) +—*khe The names and addresses of the current owners

of the—=ead qualifying property subject to the assessment;

(6)+—*thre The person or entity owed the assessment;

(7)+—*tre The person or entity filing the notice; and

(8) 7=nd—= A reference to the statutory assessment lien
provided under this article.

++£-(e) Prior to entering into a contract, the local

government shall—reasenakty determine all of the following

based solely upon information provided in the application:

(1) That all property taxes and any other assessments

levied on the same bill as property taxes are paid-—earnd—have

nat ndalimne s £ 1 Srocaoadl e o PN r = 1
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(2) That there are no involuntary liens, including, but

not limited to, construction liens on the—=ea+ qualifying

property, which will not be expunged as a consequence of the

financing.

(Y M4 FEE P £ A7+ = T PPN za Ao ~ £

\ Vi [ S N Ny @ Ry Wy T T LS [=J - L\ 5 WP Sy @ B U R S ey A o CIT - = i L W B N A A\ -
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44+ (3) That the—seat+ gualifying property owner is

current on all mortgage debt on the property.

LN Th a+ + 3y zoamant o S naot EEERN an oo £ +
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4+ (f) A qualifying improvement shall be affixed to an
existing building or facility that is part of the-—reat

qualifying property and shall-—eenstituste be considered an

improvement to the building or facility-—es, a fixture attached

to the building or facility, or part of a new construction of

a building or facility.

A (g) An installation of a qualifying improvement
requiring a license or certification of work under applicable
law or building code must be performed by a contractor or

evaluator properly certified, licensed, or registered in this

state.

31 (h) —= TR S PN NP £ arm; oot Lo o]
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property—appraiser An applicant must provide the following

Page 18



505
506
507
508
509
510
511
512
513
514
515
516
517
518
519
520
521
522
523
524
525
526
527
528
529
530
531
532

HB163 INTRODUCED

documents to demonstrate that the project intends to benefit

the public through energy or water resource conservation,

lowering public health costs or risks, or reducing public

emergency response costs or risks:—

(1) For an existing building where energy or water

usage improvements are proposed:

a. An energy analysis from a licensed engineering firm,

engineer, or other qualified professional listed in the

program guidebook; and

b. A statement by the author of the analysis that the

proposed gqualifying improvements are intended to enhance

energy or water efficiency or conservation, or to incorporate

renewable resources.

(2) For resilience improvements, certification from a

licensed professional engineer or another qualified

professional listed in the program guidebook stating that the

qualifying improvements are intended to result in improved

resilience.

(3) For a new construction, a certified study from a

licensed professional engineer, engineering firm or other

qualified professional stating that the proposed gqualifying

improvements are intended to enable the project to exceed the

current building code requirements for: (i) energy efficiency;

(ii) water efficiency; or (iii) utilizing renewable energy or

renewable water; or that the proposed improvements are

intended to meet or exceed resilience standards of the local

government's building codes or if none are available, comply

with nationally recognized resiliency standards.
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The approval by the local government shall be based

551

on the application and a finding that the applicant has

552

le and

ic

t

is ar

d under th

ion require

formati

in

provided all the

553

this approval shall constitute

in

Nothing

program guidelines.

554

that the materials

icit,

impl

an endorsement, explicit or

555

An approval

true and correct.

i10on are

in the applicat

provided

556

validation or

guarantee,

under this section is not a warranty,

557

if

or conclusions,

endorsement of the information, findings,

558

in the application."

any,

559

"§11-81-245
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HB163 INTRODUCED

(a) (1) Before entering into a written contract with a

local government, the—seadt gqualifying property owner shall

provide, or the local government shall obtain, a verified

abte copy of a written consent—eandsubeordination

agreement signed by the holder of each existing mortgage or

other lien on the relevant—sea+ gqualifying property stating

that the mortgagee or other lienholder consents to the

imposition of the assessment and understands that the priority

of the mortgage or other lien is subordinated to the

assessment lien.—s—= The form and substance of the consent

ar

shall be approved by the local government.-—saeceeptabt

St—a-—aer—Jl-—eahe—cepr— The consent—asd—sweesdar—a3

ook
T

agreement must be in a form that may be recorded in the

appreopriate recording office—4# of the county or counties

where the—=ead qualifying property is located.s——ard—the The

consent and-—svberdination—agreement—with the qualifying

property owner's assessment contract shall be recorded in that
office.

(2) This subsection does not limit in any way the
rights or authority of any mortgagee or other lienholder under

any agreement or applicable law, except that a provision of a

deed of trust, mortgage, or other agreement between a

lienholder and a qualifying property owner which provides for

the acceleration of any payment solely as a result of entering

into an agreement to finance an assessment pursuant to this

article is unenforceable if the mortgagee or lienholder

executes a consent agreement pursuant to subdivision (1).

(b) At or before the time a purchaser executes a
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HB163 INTRODUCED

contract for the sale and purchase of any—xea+ gqualifying

property for which a non-ad valorem assessment has been levied
under this article and has an unpaid balance due, the seller
shall give the prospective purchaser a written disclosure
statement in the following form, which shall be set forth in
the contract or in a separate writing:

"QUALIFYING IMPROVEMENTS FOR ENERGY AND WATER

EFFICIENCY, RENEWABLE ENERGY, AND RESILIENCY—Fo0—SFoRM-RELATED

EVENES. This—eat+ qualifying property being purchased is

located within the jurisdiction of a local government that has

placed an assessment on the—sead+ qualifying property pursuant

to Section 11-81-242. The assessment is for a qualifying
improvement to the—seald property relating to energy and water

efficiency, renewable enerqgy, or—and—eommunity resilience—te

tovm o +aod nt o careal o el e o o £ A3 e and iS
(S s 3 s cCtr 757 SHEH e oSS WG S——ahS—=T = ST S

@D

1
T

o
=}

not based on the value of the—xe=s+ qualifying property. You

are encouraged to contact the county property appraiser's
office to learn more about this and other assessments that may
be provided by law."

"§11-81-246

(a) An assessment under this article-—end, including any

interest or penalties on the assessment, shall constitute a

lien on the qualifying property for the principal amount of

the financing, subject to the requirement in Section 11-81-245

to obtain a signed consent from all lienholders. This lien:

(1)—+= Shall be a lien against the—xeat+ qualifying

property on which the assessment is imposed effective from the

earliest of: (i) the date of the assessment contract; (ii) the
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HB163 INTRODUCED

ol7 summary memorandum date; or (iii) the date on which the notice
618 of contractual assessment is recorded+;

619 (2) —SubFeet—+to—the reguirement—Fn—Section

620 H—81 24541 —Fto—-ebtainand Frecord—ir—the proper recording
621 offiee—an exted—econsentand—subordination agreement—+trom
622 sEiRrgmortgagees—anad—other dienhelders+—has Shall have the
623 same priority status as a lien for any other ad valorem or

624 non-ad valorem tax-; and

625 (3) Fs—a—tien—+that—runs Shall run with the—=eat

626 qualifying property.——eand—the The portion of the assessment

627 under the assessment contract that has not yet become due
628 shall not be included in any enforcement action and is not
629 accelerated or eliminated by foreclosure of a property tax
630 lien or any other foreclosure, public or private.
631 (b)—te——srermees o ges L lon poo b S B e B S =
632 goverament—Fn—the same manner that an ad vatoremor non—ad
sz raom = 1= oo oo = 1 nroanrnao e m o N nfarana Iy
633 atorem—tax—lien against real property may be—-enforeedby—£h
634 1 | oo rmmant oo+l 7 1 radam+ o raobht o ~parza A~ e
[ S N N @ R S\JV\_,J_LLLLI\_,J.,l\, W I CTT % g e - \_A.\_,lll.th,_L T _L_Lvlj.k,x_) t/_l_ VIO oL U_Y
635 QAR ] n 40 10 |l 1+ S or © + 1 r Al 1~ 1 otz rama 1o 1N
oo T I OTT YA = == T =] \1. A\ o CTT - T tJ_L_Lbu)\J_L L Cr VvV Ay - ) @ e i S

i
636 effeet The billing, collection, and enforcement of the

637 assessment lien shall be delegated to the capital provider or

638 its assigns. The capital provider's rights and remedies

639 related to any contractual default by the gqualifying property

640 owner shall be governed by the terms of the financing

641 agreement and state law. Assessments under this article shall
642 be considered a statutory assessment and shall be superior to
643 all other liens except tax liens.

644 (c) Delinquent installments of the assessments incur
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HB163 INTRODUCED

oo man ey oo AT 3o A
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interest and penalties—=»—+th

[0)]

atorem—tasxes as specified in the financing agreement.

d 1 | oo oot a7 Atz ot o o Al non oo o
Iy rrotCtoTr—S e o veT eaere) T ISACFEIeATTe N

EEE S T o o =
=+ 11 + o
57 TH—a—Sta =+t —=Tt T c—a—

aHtment——eof—an—assessment Delinguent interest and penalties

incurred as specified in the financing agreement shall be

included in any enforcement action.

(e) —Previgded—however—that—3+n In any action to enforce

an assessment lien, the person—ex—erntity enforcing the
assessment lien must serve the holders of all mortgages and
other liens with notice—e=keuwt of the enforcement action at
least 60 days before any hearing or other action is taken with
respect to the enforcement action. Service upon a domestic or
foreign corporation or other entity shall be made by serving
the registered agent of the entity if a registered agent has

been appointed.i—etherwise If no registered agent has been

appointed, service shall be in accordance with Rule 4 of the

Alabama Rules of Civil Procedure."

"§11-81-249

The imposition of an assessment pursuant to this
article is to be made solely at the request of the owner of

record of—seat+ the gqualifying property within a designated

region. A local government shall not compel a person who owns

reat+ qualifying property in a designated region to enter into

a contract to repay the financing of any cost or assessment

through assessments under this article.™
Section 2. Sections 11-81-251 and 11-81-252 are added

to the Code of Alabama 1975, to read as follows:
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HB163 INTRODUCED

§11-81-251

Public funds from the state or any local government
shall not be used to fund or repay a loan between a capital
provider and a qualifying property owner. A state or local
government shall not pledge, offer, or encumber its full faith
and credit for a lien amount through a Property Insurance
Reduction and Capital Expenditure program.

§11-81-252

The members of the governing body of a local government
as well as employees and officials of the local government are
not liable, in their official or individual capacity, for any
decision, exercise of discretion, or exercise of any rights or
responsibilities granted under this chapter.

Section 3. Sections 11-81-247 and 11-81-248, Code of
Alabama 1975, providing for a loss reserve fund and regulatory
jurisdiction by the state, are repealed.

Section 4. This act shall become effective on June 1,

2026.
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