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Effect of Proposed Board Policy B-29 on Solar Power Plant Projects  

 

 

Introduction 

 

The Riverside County Board of Supervisors is considering a policy that would require 

utility scale solar power plants to annually pay the County up to $640/acre for each acre 

used in the power production process. Proponents of these projects claim that the 

proposed payment would make the projects uneconomic and drive them out of the 

County. 

 

The analysis presented here suggests that the County’s proposed payment will have a 

minimal impact on solar power plants and will not affect the County’s ability to attract 

and retain those projects. Moreover, the impact of the payment will be reduced by 

property tax credits and can be even further reduced if the projects take advantage of the 

incentive programs the County is proposing: a local employment incentive, property tax 

credit and collocation incentive. 

 

Background 

 

California State Senate Bill 1078
1
 initially established the Renewables Portfolio Standard 

(RPS), requiring investor owned utilities (IOUs) to increase renewable purchases by one 

percent per year until the total reaches 20 percent of their retail sales by 2017.  The 2003 

Energy Action Plan accelerated the target date from 2017 to 2010.  

 

Two legislative bills, SB 14 and AB 64, passed the California legislature in September 

2009, both of which would have increased the RPS to 33 percent by 2020. However, the 

Governor vetoed these bills, criticizing their complexity and their failure to streamline the 

permitting process.  Governor Schwarzenegger subsequently issued Executive Order S-

21-09, instructing the California Air Resources Board (CARB) to use its authority under 

AB 32, California’s Green House Gas (GHG) legislation, to adopt regulations requiring 

the state's load serving entities to meet a 33 percent renewable energy standard (RES) 

target by 2020.   

 

CARB was originally scheduled to vote on the proposed regulation in July 2010 but 

Governor Schwarzenegger requested that CARB postpone the vote until its September 

23, 2010 board meeting, due to the momentum surrounding Senate Bill 722 (SB 722), 

which would have, among other things, codified a 33 percent RPS by 2020.  SB 722 did 

not pass the legislature before it went to permanent recess on September 1, 2010. The 

CARB did pass the RES at its September, 2010 meeting, although questions remained 

regarding the extent to which those regulations would be implemented by a new 

Governor, the legality of CARB’s authority to implement such a regulation and the 

outcome of state Proposition 23 to delay the implementation of AB 32.  

 

                                                   
1 Sher, Chapter 516, Statutes of 2002. 
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In the November 2010 elections, Proposition 23 was defeated and Jerry Brown was 

elected governor. Most key state-level stakeholders, including the California Public 

Utilities Commission (CPUC), the California Energy Commission, the legislature and 

CARB, expressed a preference for a statutory RPS goal versus an executive order.  

 

On April 12, 2011, Governor Brown signed Senate Bill X1-2 (aka SB 2), codifying into 

law an increase of the RPS mandate to 33 percent by 2020.  

 

SB 2 made major modifications to the RPS program, including the use of multi-year 

compliance periods with incremental targets, the specification of a minimum product 

content for retail sellers’ RPS portfolios that changes with each compliance period and 

the requirement to enter into contracts with 10-year or longer duration.  

 

SB 2 also imposed a requirement for in-state resources, modified delivery requirements 

for out-of-state resources and required the CPUC to establish cost containment limits. SB 

2 formally extended the RPS program to publicly owned utilities.    

 

Requiring 75 percent of all renewable resources to be from in-state sources by 2017 has 

set off a land rush by solar power plant developers to identify and site facilities. Solar 

power plants cannot be sited just anywhere. Photovoltaic projects require between 5 and 

7 acres of land per mega-watt (MW) or between 250 and 350 acres for a typical 50 MW 

project.  

 

Solar power plants cannot be located near major air routes or military installations 

because they interfere with visibility.  They cannot be located near urban areas with high 

pollution because the efficiency of the solar collection equipment is adversely affected.   

They must be sited in areas with no shade, hills or mountains that interfere with the 

amount of solar energy received.  They must also be located near existing transmission 

lines or the developer has to pay the cost of building expensive interconnection facilities.  

 

Eastern Riverside County is one of the more attractive areas for solar power plants in 

California. Major transmission lines from the east pass through the I-10 corridor with 

significant new lines proposed in the 2013-2014 time period. The area has sufficient flat, 

open areas with high levels of solar radiation. The County is also close to the coastal load 

centers of Los Angeles, Orange and San Diego counties, helping minimize the need for 

expensive transmission line upgrades. 

 

While other areas of California are attempting to attract solar and other renewable 

developers, transmission constraints and the complexities of finding areas with the 

necessary environmental attributes and transmission access will continue to make 

Riverside County a preferred area for solar development even with the County’s modest 

payment proposal. 
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Types of Solar Power Plants 

 

Solar power plants can be divided into two categories, photovoltaic (PV) and solar 

thermal. PV plants convert the sun’s energy into electricity without the need for 

generation facilities. Solar thermal plants use solar energy to create a high temperature 
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liquid that is used to create steam and turn a generator. Solar thermal generation tends to 

be more efficient than PV, but PV is easier to construct and operate. 

 

 

 
 

 

 

In the past few years, the efficiency of PV has increased and costs have declined making 

PV plants more competitive with solar thermal plants. A number of solar thermal plants 

have been re-designed as PV plants to take advantage of the declining costs of PV. The 

price decline of PV has been due to reduced PV demand in Spain and Germany as well as 

increased PV production capacity in China. 

 

Solar thermal plants use land more intensively and have much higher initial capital costs 

than PV plants. However, solar thermal plants produce more energy than PV plants and 

tend to match the needs of utilities better than PV plants. 
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Capacity versus Energy  

 

In California, wholesale electricity is priced and sold based upon energy or on a dollar 

per MWh basis. To understand what this means, it is helpful to see the relationship 

between land use, capacity and energy. 

 

A generating facility’s capacity is the maximum amount of electricity that a generator can 

produce. A 50 mega-watt (MW) plant can then produce 50 MW at maximum output. 

Energy is the amount of electricity that it produces during a period, measured in MWh. A 

50 MW plant generating 50 MW for 1 hour produces 50 MWh. A 50 MW plant 

producing 50 MW for 24 hours produces 1,200 MWh. 

 

Most thermal plants can produce during all hours of the day, so they produce more 

energy than a PV plant.  A PV plant can only produce during the day-light hours and 

even then only reaches full capacity for a few hours during the summer months.  

 

Over a year, a PV plant will only produce energy at around a 23 – 25 percent capacity
2
. A 

50 MW PV plant might produce 100,700 MWh over the entire year (as compared to a 

traditional gas-fired plant that would produce around 394,000 MWh when accounting for 

maintenance and unplanned outages). 

 

As already noted, PV plants require between 5 and 7 acres of land per MW. So a 50 MW 

PV plant would need 250 – 350 acres. Solar thermal plants generally require much less 

land although the amount of land depends upon the technology. 

 

Acreage Based Payment 

 

The County has proposed an annual acreage-based payment of $640/acre escalating at the 

CPI. For a typical 50 MW PV project, this equates to an annual payment of 

approximately $160,000 (5 acres per MW times 50 MW [250 acres] times $640/acre).  

This size and type of project is used throughout this report as the basis for analysis.   

 

Impact of Payment on Solar Power Plant Projects 

 

Electricity in California is priced and sold on a dollar per MWh basis ($/MWh). 

Currently, major utilities are purchasing solar energy at a cost of around $105 - 

$115/MWh with an annual escalation of around 2 percent. This price is substantially 

lower than even 5 years ago when solar developers were able to enter into long-term 

power purchase agreements (PPAs) for $135 - $145 MWh or more. 

 

Obviously, there are many ways to structure payments, financing costs and other cost 

associated with a project. Some entities may choose a higher $/MWh cost with lower 

escalation rates or a flat payment over time. Others may choose a lower initial $/MWh 

rate with higher escalation. 

                                                   
2
 A single axis, fixed PV project. Dual axis PV projects with tracking capability have higher capacity factors 
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Regardless, from the developer’s viewpoint, the key is minimizing the cost of land and 

transmission interconnection and maximizing generation for the particular technology 

being employed.  Of these factors, the cost paid for transmission interconnection is the 

most significant. 

 

At $105/MWh, revenues from a 50 MW PV project will be around $10,600,000 per year.  

 

The County’s proposed payment for a 50 MW PV plant will be around $160,000 per 

year.  

 

This base payment translates into a cost per MWh of $1.59 to the solar developer. Or, at 

current market levels of $105-$115.MWh, the payment is approximately 1.4 to 1.5 

percent of total sales revenues. 

 

Incentives to Reduce the Base Payment 

 

The County has identified incentives to solar generator developers that could reduce the 

base payment. These incentives, which have been discussed with developers during 

negotiations, provide a credit for property taxes and reward developers that employ 

Riverside County residents or that are willing to minimize the construction of 

interconnection facilities by sharing (or collocating) transmission facilities.  

 

Property Tax Payment Credit 

 

To avoid double-charging solar developers for County services, a credit of the County’s 

12.44 percent and the Fire Departments 2.58 percent of the 1.00 percent general purpose 

property tax (or possessory interest taxes) paid in the prior year would be credited to the 

developer.  These credits would be site specific and cannot be valued precisely.
3
  

 

Local Hire Incentive 

 

During the construction phase each developer may receive a credit of up to $1,500 

against the base payment for each full time employee (equivalent). The value of this 

credit will depend upon the number of employees hired by the developer. For a 250 acre 

project that required 50 workers for two years to construct a new project the value of the 

incentive would be $75,000 per year.  

 

Collocation Incentive 

 

One of the major problems with multiple generation facilities located in a region is the 

visual blight caused by multiple transmission lines used to interconnect the projects. To 

minimize the number of interconnection facilities, a collocation incentive of up to 5 

                                                   
3
 For a 250 acre facility with a land cost of $5,000/acre, property taxes will be around $12,500 per year of 

which the County will credit its 1`2.44 percent share and the Fire Departments 2.58 percent share, resulting 

in an annual credit of around $1,880. 
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percent of the base pay is proposed. This incentive, which would be up to $8,000 per year 

for a 250 acre project, would be given to projects that share transmission facilities and 

would be applied to each generator that collocates transmission lines and jointly uses 

transmission right-of-ways. 

 

Impact of the Proposed Incentives  

 

The three proposed incentives have the potential to reduce the base payment to 

approximately $80,000 during the construction phase $150,120 during the operations 

phase of the project, as shown in the following table. 

 

 
 

Additional Incentives 

 

Other incentives could be offered to the solar developers to further reduce the base 

payment. These incentives include an early construction incentive and a permanent 

employee incentive during the operations phase. 

 

Early Construction Incentive 

 

A possible incentive to encourage solar developers to aggressively build their projects is 

an early construction incentive. This incentive would be provided to a solar developer 

who began construction prior to a specific date and then worked continuously on their 

project. 

 

The proposed incentive could be a percentage of the base payment for projects that begin 

construction within a designated time frame of the County policy being implemented.   

 

The purpose of this incentive would be to encourage solar projects to begin construction 

as soon as possible to provide needed construction jobs during the current stagnant 

economic conditions. 

 

 

 

 

Number of  
Employees 

Credit per  
Employee ($) Construction Phase Operations Phase 

Annual Base Payment 160,000 $                    160,000 $                 
Less Annual Incentives for: 
   Local Hire During Construction 50 1,500 $                 

  (75,000) $                          
  

   Property Tax Payment Credit (1,880) $                            
  (1,880) $                        

  
   Collocation Credit (8,000) $                            

  (8,000) $                        
  

Total Value of Incentives (84,880) $                          
  (9,880) $                        

  

Recommended Limit on Incentives 80,000 $                           
  80,000 $                       

  
(Based upon 250 acres) 

Estimated Annual Payment 80,000 $                      150,120 $                 

Figures based upon a 50 MW PV Facility with 250 acres 
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Permanent Employment Incentive 

 

Permanent jobs offer a substantial benefit to the County’s economy. An incentive for 

creating permanent positions at the solar generation project could be offered at a specific 

amount a year per job, perhaps a higher amount than the incentive offered for short-term 

jobs created during the construction phase. 

 

The purpose of this incentive would be to recognize the benefits to the County of creating 

permanent employment opportunities to County residents with the secondary income 

effects on the County economy. 

 

Total Impact of All Incentives 

 

The following table illustrates the potential annual value of all identified incentives to 

solar developers for a typical 50 MW PV facility with the following assumptions: an 

early construction incentive that reduces the base payment by 10 percent, a $2,500 

reduction for each permanent job created and 15 permanent jobs created. The values 

presented below are illustrative and will vary from project to project depending upon a 

variety of factors.  They would likely be greater for a solar thermal facility. 

 

The Table shows that the proposed base payment could be reduced by 50 percent during 

the construction phase and 30 percent (or more) during the operations phase as a result of 

the additional incentives.  

 

 

 

 
 

As noted, solar thermal plants will benefit more from these credits and incentives than 

PV plants. Depending upon the technology, thermal storage plants may use anywhere 

from 65 – 80 percent of the land required by PV facilities on a kW basis. In addition, 

solar thermal plants generally employee more people than PV plants. Finally, the 

Number of 

Employees

Credit per 

Employee ($) Construction Phase Operations Phase

Annual Base Payment 160,000$                  160,000$               

Less Annual Incentives for:

   Local Hire During Construction 50 1,500$                 (75,000)$                          

   Property Tax Payment Credit (1,880)$                            (1,880)$                        

   Collocation Credit (8,000)$                            (8,000)$                        

   Early Construction Incentive (10 percent of base payment) (16,000)$                          

   Permanent Employee 15 2,500$                 (37,500)$                     

Total Value of Incentives (100,880)$                       (47,380)$                     

Recommended Limit on Incentives 80,000$                           80,000$                       

(Based upon 250 acres)

Estimated Annual Payment 80,000$                    112,620$               

Figures based upon a 50 MW PV Facility w ith 250 acres
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advantage of solar thermal plants is that they produce more energy per MW than PV 

plants. 

 

Limitation on Incentive Payments 

 

Even if a developer takes advantage of all the different incentives offered, it has been 

recommended that the base payment not be reduced by more than 50 percent.  This is 

appropriate to ensure that the County is properly compensated for the use of its property 

and does not disproportionately bear the burden of solar energy production. 

 

Summary 

 

The County is attempting to work with solar developers to identify incentives that could 

be implemented. These incentives can substantially reduce the base payment over time if 

the developer chooses to make use of them. 

 

The major driver of locating solar projects within California will continue to be 

transmission interconnection costs. To the extent Riverside County offers better access to 

new transmission facilities it will continue to have an advantage over other parts of the 

state in attracting solar projects after the proposed payment is adopted.  

 

There are currently two new transmission lines being planned for eastern Riverside 

County, the Desert Southwest Project and SCE’s Colorado River – Devers Transmission 

Project. The Desert Southwest Project hopes to be constructed by 2013 although at this 

time this appears to be optimistic and a 2014 or 2015 time frame appears more likely. 

The Colorado River – Devers Transmission Project also had a 2013 in-service date and 

also appears to be delayed by 18 to 24 months. Both of these projects anticipate providing 

wheeling services to the solar projects in the Blythe to Eagle Mountain area. Either of 

these projects will provide necessary transmission access for 1,200 – 1,400 MW of solar 

energy. 

 

Accordingly, the solar power plant payment will not have a significant impact on the size 

or number of solar projects proposed for Riverside County. It may have a greater impact 

on the types of projects proposed, with the payment providing a slight advantage for solar 

thermal plants, given the higher number of jobs created, in comparison to PV facilities. 

 

The County’s proposed solar power plant payment is a reasonable way for the County to 

ensure that it is properly compensated for the use of its property and does not 

disproportionately bear the burden of solar energy production.  

 

 

 

 

 


