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February 17, 2012

Via Electronic & U.S. Mail

Sherrie Kinkle

State Board of Equalization

Property and Special Taxes Department
450 N Street

P.O. Box 942879

Sacramento, CA 94279-0064

Re: Proposed Guidelines for Active Solar Energy Systems New Construction Exclusion
Dear Ms. Kinkle:

The County of Riverside respectfully submits the following comments concerning the above-
referenced guidelines.

As currently written, the guidelines accurately reflect that an active solar energy system within
the meaning of Revenue and Taxation Code section 73 is a system which enables a residential,
commercial or industrial use to reduce its on-site consumption of electricity. First Solar, in a
comment letter dated November 22, 2011, characterizes the guidelines as “overly narrow” and
requests that they be modified to reflect that Revenue and Taxation Code section 73 also applies
to facilities that generate electricity exclusively for sale “to an off-taker.” Nextera Energy, in a
letter dated November 23, 2011, requests that the guidelines be modified to add a separate
section addressing large scale stand-alone solar facilities “built solely for the purpose of
generating electricity to be supplied to the power grid for sale.” The State Board of Equalization
should decline to make these requested modifications or any similar modifications.

On November 4, 1980, California voters adopted Proposition 7 authorizing the legislature to
exclude from the definition of “newly constructed” the construction or addition of any active
solar energy system. The California Ballot Pamphlet, a copy of which is attached for your
convenience, clearly indicates that voters were asked to approve a property tax exclusion for
homeowners and businesses that would otherwise “see their entire energy savings disappear
through higher property taxes.” On-site use of the solar energy produced was explicitly
contemplated. Voters were not asked to approve a property tax exclusion for large scale solar
generation facilities that would exclusively sell power off-site. Unless such an exclusion is
approved by the voters, large scale solar generation facilities should be subject to full
assessment. A more complete analysis of this issue has been provided to you by the County of
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Inyo and the County of Riverside joins in the arguments made and conclusions reached in that
analysis.

The guidelines must be consistent with Proposition 7 and we urge their adoption without the
requested modifications.
Sincerely,

PAMELA J. WALLS
County Counsel

fK”“ A

KATHERINE A. LIND
Assistant County Counsel
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Dear Californians:

This is the English version of the California ballot pamphlet for
the Movembher 4, 1880, General Election. It contains the ballot
title, 2 short summary, the Legislative Analyst’s analysis, the pro

" and con arguments and rebuitals, and the complete text of each

proposition. It also contains the legislative vote cast for and against
any measure proposed by the Legislature.

If you wish to receive a Spanish language ballot pamphlet, sim-
ply il out and mail the card enciosed between pages 40 and 41
of this pamnphlet. No postage is needed.

Read carefully each of the measures and the information about
them contained in this pamphlet. Legislative propositions and
citizen-sponsored initiatives are designed specifically to give you,
the electorate, the opportunity to influence the laws which regu-
late us all.

Take advantage of this opportunity and vote on NMovember 4,

1980,
MARCH FONG EU

Sacretary of State
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Taxation. Real Property Valuation. Solar Energy Systems

Gieisl Title and Summary Prepaved by the Attorney General

TARATION. REAL PROPERTY VALUATION. SOLAR ENERGY SYSTEMS. LECISLATIVE CONSTITUTIONAL
AMENDMENT. Armends Asticle XII A, Section 2, to authorize Legislature to provide that, in valuing real property,
the term “newly constructed” shall not include the construction or addition of any active solar energy system. Fiscal
jmpact on state and local governments: Depending upon legislation enacted, local property tax revenues could be
reduced and state school district aid increased.

FINAL VOTE CAST BY THE LECGISLATURE ON SCA 28 (PROPOSITION 7)
Assembly—Aves, 59 Senate—Ayes, 34
Noes, 9 Noes, ©

Aﬁm‘i‘ysﬁs by the Legislative Analvst

Backpround: )

Article XIH A was added to the California Constitu-
tion by Proposition 13 which was approved by the vot-
ers on June 6, 1978, That article provides that veal
property (that is, land and buildings} shall be reap-
praised, for purposes of property taxation, when it is
purchased, newly constructed, or a change in owner-
ship has ccourred. Otherwise, the full cash value of the
property may be increased by not more than 2 percent
per year.

Solar energy systerns utilize energy from the sun for

purposes of heating or cooling. These systems may be
cither “active” or “passgive.” Active systems are gener-
ally those with moving parts, such as water pumps, de-
signed for the collection, storsge, and distribution of
sobar energy for heating or cooling. A number of local
jurisdictions currently require the installation of solar
energy systems, such as water heaters, on new construc-
Homn. '

Proposal

This srnendment authorizes the Legislature to ex-
clude the construction or addition of any active sclar
energy system from the ferm “newly constructed” for
purposes of reappraisal undes Article XHY A. Thus, if
the Legislature acts to implement this measure, the
econsitruction or addition of an active soler energy sys-
termn to an existing property, by itself, would not lead to
a revaiuation of the property for purposes of property
mxation. The amendment would not affect the valua-

tion of solar energy systems for property taxation pur-
poses when a change in property ownership ocours. In
other words, the value of a solar energy system would
be reflected in the property appraisal made following

. the sale of the property t0 2 new owner.

Fiscal Effect:

This measure would have no direct fiscal effect on
state or local governments because it simply authorizes
the Legislature to alter the definition of new construc-
tion with respect to active solar energy systems. Any
fiscal effect resulting from this measure would depend
on whether and how the Legidature implements its
provisfons. '

if the Legislature acts to-exclude the construction or
addition of active solar energy systems from the term
“newly comsbructed,” local property tax revefimes
would be reduced by an unknown amount. The magni-
tede of the revenue loss would depend on how the
Legislature implements the measure.

County assessors would probably experience nominal
savings in administrative cosis because they would no
longer revalue preperties to which active solar energy
systems have been added. These savings would, again,
depend on the specific actions taken by the Legislature.

Finally, under existing law state costs for aid to local
school districts could be inecreased by an unknown
amount to replace any local property tax revenues lost
as 2 result of this measure.




Text of Proposed Law

This amendment propesed by Senzte Constitutional
Amendment 28 (Statutes of 1980, Resolution Chapter
48) expressly amends an existing section of the Consti-
tntion by adding a subdivision thereto; therefore, new
provisions proposed o be added are printed in safie
iype to indicate that they are new.

PROPOSED AMENDMENT TG
ARTICLE XY A, SECTION 2 -

(e} For mpposes of sazbdivisﬁam fa}, the Legislatire
may provide that the term “newly constructed™ shall
not incliede the construction or addition of any active
solar energy systerm,

Apply early for an absentee ballot:
Contact yvour County Clerk or
Registrar of Voters




Taxation. Real Property Valuation. Solar Energy Systems

Argument in Favor of Propasition 7

The possibility of a crippling energy shortage is per-
haps the most serious threat facing California in the
1980's. An energy shortage could bring commerce and
trangportation to o standstill, throw thousands of Cali-
fornians out of work, and imperil the health, safety, and
Lvelihood of all citizens in our state. To reduce this
dengerous dependence upon expensive and unreliable
foreign sources of ol and gas, we must do all we can to
develop domestic energy sources as well as promote the
commercialization of new and promising alternative
energy technologies.

Proposition 7 will encourage the expansion of an en-
ergy technology vital to us all by providing & tax incen-
tive to homeowners and businesses for the installation
of salar energy systerng. Present law ailows the value of
& building to be increased anytime someone makes an
addition or performs any new construction. Under
Progosition 7 the Legislature can exempt solar energy
systems from being considered “new construction” for
the purposes of increased property taxes. ‘

Everyone benefits from the increased use of solar
energy. When a business or individual employs solar
technolopy, energy from conventional sources is freed
for consumption by others and our valnerability to for-
eign energy supply interruptions is decreased.

Unfortunately, the expansion of solar technology in
California has been impeded by the high initial capital
costs. In addition, the installation of a solar energy sys-
tem has often meant an increase in the assessed prop-
erty value and thus an increase in property taxes.
Throughout this state, many homeowners are interest-
ed in, or have installed, complete solar space and water
heating systems, only to find out that the property tax

collector has taken a large bite out of the expected
savings which would be derived by using solar.

In effect, the consurner is getting mixed signals from
government. On the one hand the state and federal
governments allow an income tax break for mst&ﬁlmg
solar, while on the other hand local government is tax-
ing consummers specifically for adding a solar device. In
some cases the added property tax burden can become
a significant deterrent o the parchase decision.

We need o take short-term steps to reduce the cost
and ereate a demand for solar energy equipment. Even-
fually the demand on its own will eut the cost, and tax
incentives will no longer be needed. Until then, this
property tax exemption coupled with the existing solar -
income tax credit will provide a small but important
encouragement to potential investors in solar energy.

The State Public Utilities Comumission has developed
& program to retrofit 80 percent of all residential water
heaters with solar energy systems. The realization of
this goal would save over 21 million barrels of oil per
year. That's 20 percent of the current utility consump-
tion ratel However, this goal will never be achieved as
long as solar energy is beyond the financial reach of the
average taxpaver. Proposition 7 will help reduce that
cost and will provide all taxpayers with an incentive to
invest in solar energy.

ALFRED B, ALQUIST
State Senator, Pth District

PHIL. WYMAN
MMember of the Assembly, 34th District

TOM BRADLEY
AMayor, Gty of Los Angeles

Mo rebuttal to argument in favor of Proposition 7 was submitted

- Hemember to vote on Election Day
Tuesday, November 4, 1980

39 Argument printed on this page is the opinjon of the authom and has not been checked for accuracy by any official Rgency



Taxation.

teal Property Valuation. Solar Energy Systems

Argument Agsinst Proposition 7

This amendment makes a change in Proposition 13,
When Propositdon 13 was up for a vote, the legistators
and the bureaucrats were orying about the 197576 tax

year cutoff date for appraising real property full cash

value. It would cut down the tax ake.

Mow, they want to grandfather any newly construct-
ed active solar energy systemn under the 1975-76 full
cash value. 7

- While this amendment proposal may seem innocu-
ous, it does set & precedent for attempting further ex-

emptions. And the more exemptons there are, the
mare the property tax load is going to be shifted to
existing homeowners.

As an incentive to construction of active solar energy
systems, the effect of this amendment would be mini-
mal. If active solar energy systems aren't cost effective
standing on their own merits—forget it

Letss not tolerate any tampering with Proposition 13
PERIODH

FRED E. HUNTLEY

Rebuttal to Argument Against Proposition 7

The opposition arguwment implies that Proposition 7
will interfere with the intent of Proposition 13, In fact,
Proposition 7 will have exactly the opposite effect!
When California’s voters approved Proposition 13 in
1978, they hoped to halt unfair and unjustified hikes in
property assessments. Many backers of Proposition 13
now support Proposition 7 becsuse it pursues this same
goal. By exempting investments in active solar energy
systems from consideration as new construction, Propo-
sition 7 assures that businesses or individuals will not
pay higher property taxes simply because they seek to
improve energy efficiency by employing solar technol-
ogy.

g%he opposition argument also claims that, if solar en-
ergy systems are not cost effective on their own, they
should not be encouraged. THIS 15 EXACTLY WHY

WE NEED TO APPROVE PROPOSITION 7! The
threat of reassessment currently places a powerful die-
incentive against investment in solar systemns. Af
present, businesses and homeowners who make solay
nvestments may see their entive energy savings disap-
pear through higher properiy taxes. By eliminating
these disincentives, Froposition 7 will make the state’s
solar policy more consistent and encourage the in-
creased development of an essential future energy
souree,

VOTE YES ON PROPOSITION 7.

ALFRED K. ALQUIST
State Senstor, 13k Dhctrips

| PHIEL WYMAN
MMember of the Assembly, 3dth District

Polls are open from 7 a.m. to § p.m.
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