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Date of Hearing:  January 10, 2022  

 

ASSEMBLY COMMITTEE ON REVENUE AND TAXATION 

Autumn R. Burke, Chairwoman 

 

AB 1206 (Bennett) – As Amended January 3, 2022 

 

Majority vote.  Tax levy.  Fiscal committee.   

SUBJECT:  Property taxation:  affordable housing:  welfare exemption 

SUMMARY:  Requires, for the 2022-23 fiscal year (FY) through the 2027-28 FY, that a 

residential unit continue to be treated as occupied by a lower income household, as specified, if 

the owner is a community land trust (CLT) whose land is leased to low-income households, 

subject to a contract that complies with specified requirements.  Specifically, this bill:   

1) Provides that, in the case of a CLT whose property is leased to a lower income household 

subject to a contract complying with Revenue and Taxation Code (R&TC) Section 

402.1(a)(11), a unit shall continue to be treated as occupied by a lower income household 

notwithstanding an increase in the occupants' income to 140% of area median income (AMI), 

adjusted for family size, if: 

a) The occupants were lower income households on the lien date in the FY in which 

occupancy began; and,  

b) The unit continues to be rent restricted.   

2) Provides that a unit shall cease to be treated as a lower income unit if the income of the 

occupants of the unit increases above 140% of the AMI, adjusted for family size. 

3) Provides that the above provisions shall only be operative from the 2022-23 FY through the 

2027-28 FY.   

4) Defines “CLT” by reference to R&TC Section 402.1.   

5) Provides that, for purposes of complying with R&TC Section 41, the Legislature finds and 

declares the following: 

a) The specific goals, purposes, and objectives that the tax exemption will achieve are as 

follows: 

i) Reducing the cost to produce housing units affordable to lower income residents; 

ii) Reducing the rents of existing housing units to make them affordable to lower income 

and moderate-income residents; and,  

iii) Relieving part of the significant financial burden that lower and moderate-income 

households face for rent costs they often cannot afford. 
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b) Detailed performance indicators for the Legislature to use in determining whether the tax 

exemption meets the goals, purposes, and objectives described above are: 

i) The number of new and acquired properties claiming the exemption; 

ii) The number of housing units in properties claiming the exemption; and, 

iii) The assessed value of property claiming the exemption. 

6) Requires the Legislative Analyst, on an annual basis beginning January 1, 2023, and until 

January 1, 2043, to collaborate with the State Board of Equalization (BOE) to review the 

effectiveness of this bill's tax exemption.  This review shall include, but not be limited to, an 

analysis of the demand for the tax exemption, the economic impact of the tax exemption, and 

the performance indicators described above.  

7) Requires the Legislative Analyst to submit a report of their review to the Legislature in 

compliance with Government Code Section 9795.  Any individually identifiable information 

that is used in the report shall be complied in an aggregate or anonymized manner to preserve 

confidentiality.   

8) Provides that the data collection requirements for determining whether the tax exemption 

allowed by this bill is meeting, failing to meet, or exceeding the goals, purposes, and 

objectives described above are as follows: 

a) To assist the Legislature in determining whether the tax exemption meets the goals, 

purposes, and objectives described above, and in carrying out their duties under this bill, 

the Legislative Analyst may request information from the BOE; 

b) Notwithstanding any other law, the BOE shall provide any data requested by the 

Legislative Analyst under this bill; 

c) To assist the Legislature in determining whether the tax exemption meets the goals, 

purposes, and objectives described above, and in carrying out its duties under this bill, the 

BOE may request information from each county assessor; and,  

d) Each county assessor shall provide any data requested by the BOE under this bill.  

9) Provides that, if the Commission on State Mandates determines that this bill contains costs 

mandated by the state, reimbursement for those costs shall be made pursuant to specified 

statutory provisions.   

10) Provides that, notwithstanding existing law, the state shall not reimburse local agencies for 

property tax revenues lost by them under this bill.   

11) Takes immediate effect as a tax levy.   

EXISTING LAW:   

1) Limits, as a general matter, ad valorem taxes on real property to 1% of that property's full 

cash value.  
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2) Provides, in accordance with the California Constitution, for a "welfare exemption" for 

property used exclusively for religious, hospital, scientific, or charitable purposes and that is 

owned or operated by certain types of nonprofit entities, if certain qualifying criteria are met. 

3) Specifies that property meeting the above requirements and used exclusively for rental 

housing and related facilities is entitled to a partial exemption, based on the percentage of 

residential units serving lower income households.  The partial exemption is available in 

years that any of certain criteria apply, including that the property be subject to a legal 

restriction providing that units designated for use by lower income households be 

continuously available to or occupied by lower income households, at rents not exceeding 

specified limits.   

4) Provides, for the 2018-19 FY through the 2027-28 FY, in the case of an owner of property 

receiving a low-income housing tax credit under specified federal law, existing property tax 

law requires that a unit continue to be treated as occupied by a lower income household for 

these purposes if the occupants were lower income households on the lien date in the FY in 

which their occupancy commenced and the unit continues to be rent restricted, 

notwithstanding an increase in the income of the occupants of the unit to 140% of AMI, 

adjusted for family size.   

FISCAL EFFECT:  Pending  

COMMENTS:   

1) The author has provided the following statement in support of this bill: 

California is facing an affordable housing crisis, and we cannot build our way [out] of it 

simply by building more market rate housing.  Affordability was a concern for hard 

working Californians before our housing crisis, and it will continue to be one no matter 

how many market rate units we build.  To solve this problem, we must think creatively.  

Community Land Trusts provide innovative models that keep housing affordable.  In fact, 

in my district the Housing Trust Fund of Ventura County is beginning to acquire property 

to build affordable housing units for local residents.  Like all land trusts, they will have a 

99-year renewable ground lease on the land that requires all housing built to be 

affordable.  Future residents of that land trust should be able to receive the same benefits 

as residents of housing built using funds from the Low Income Housing Tax Credit.  AB 

1206 ensures that housing remains affordable by making sensible exceptions in the tax 

code.   

2) This bill is sponsored by the California Community Land Trust Network, which notes: 

Some CLT rental properties are exempt from property tax under the state "welfare 

exemption" and this tax exemption is often vital for keeping rents affordable to low-

income residents.  However, sometimes a property can partially or fully lose its property 

tax exemption when just one or a few residents experience even a modest increase in 

income or have a partner move into the unit (thus increasing the unit's household 

income), because the welfare exemption has strict income limits.   

3) Committee Staff Comments: 
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a) The welfare exemption for low-income housing:  Article XIII, Section 4(b) of the 

California Constitution authorizes the Legislature to exempt from taxation property used 

exclusively for religious, hospital, or charitable purposes, as specified.  The Legislature 

has implemented this "welfare exemption" in R&TC Section 214.  

 

AB 2144 (Filante), of the 1987-88 Regular Session, amended R&TC Section 214 

specifically to exempt low-income housing developments operated by non-profit 

organizations.  As noted in the Senate Revenue and Taxation Committee analysis, AB 

2144's proponents argued that the property tax funds then being paid "could better be 

used in furtherance of the goals of providing low-income housing."  

 

Generally, to qualify for the welfare exemption, the law requires that the rental housing 

be financed with specified tax-exempt bonds, government loans, or grants, or that the 

property's owner receives a Low-Income Housing Tax Credit (LIHTC) under Internal 

Revenue Code (IRC) Section 42.   

 

The welfare exemption extends to "units serving lower income households".  To qualify, 

the State Board of Equalization has noted that a unit must be occupied by a lower income 

household (i.e., generally one with a maximum income of 80% AMI).   

 

b) What happens if household income increases after a unit is occupied?  In 2017, the 

Governor signed into law AB 1193 (Gloria), Chapter 756, Statutes of 2017.  AB 1193 

provided that, in cases where a property owner is eligible for the LIHTC, a unit shall 

continue to be treated as occupied by a lower income household if the occupants were 

lower income on the lien date in the FY in which occupancy began and the unit continues 

to be rent restricted, notwithstanding an increase in the income of the occupants to 140% 

of AMI.  However, under AB 1193, if the occupants' income increases over this 

threshold, the unit ceases to be treated as a lower income unit.  This law was designed to 

provide income flexibility roughly in line with federal law governing the LIHTC. 

 

c) What would this bill do?  This bill would extend income-flexibility provisions similar to 

those authorized for LIHTC properties to specified CLT properties.  Specifically, this bill 

provides that, in the case of a CLT whose property is leased to a lower income household 

subject to a contract complying with R&TC Section 402.1(a)(11), a unit shall continue to 

be treated as occupied by a lower income household notwithstanding an increase in the 

occupants' income to 140% of AMI, adjusted for family size, if the occupants were lower 

income on the lien date in the FY in which occupancy began, and the unit continues to be 

rent restricted.   

d) What is a CLT?  R&TC Section 402.1 defines a “CLT” as a nonprofit corporation 

organized under IRC Section 501(c)(3) that satisfies all of the following conditions: 

 

i) Has as its primary purposes the creation and maintenance of permanently affordable 

single-family or multifamily residences; 

 

ii) All dwellings and units located on the land owned by the nonprofit corporation are 

sold to a qualified owner to be occupied as the qualified owner's primary residence or 

rented to persons and families of low or moderate income; and, 
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iii) The land owned by the nonprofit corporation, on which a dwelling or unit sold to a 

qualified owner is situated, is leased by the nonprofit corporation to the qualified 

owner for the convenient occupation and use of that dwelling or unit for a renewable 

term of 99 years.  

 

CLTs use an affordability housing model that generally uses ground leases to retain 

ownership of land upon which housing is constructed.  As of 2019, about 25 CLTs 

operated in California, including one that is municipally backed by the City of Irvine.  

This model for creating affordable housing differs from others in that the affordability 

restrictions are permanent.  For example, rental housing developed with LIHTCs 

generally have affordability restrictions that expire.  Thereafter, the rental housing can be 

converted to market-rate housing.   

 

e) CLT homeownership programs:  The CLT acquires and develops properties for sale to 

income-qualified households, but retains ownership of the underlying land and leases the 

land to the homebuyer for a nominal fee ($50 a month) through a long-term ground lease 

(usually a 99-year term).  The home is, therefore, more affordable because the 

homeowner is only buying the building and leasing the land underneath.  If the 

homeowner decides to sell the property, the home must be resold to another income-

qualified household, and the resale price restriction limits the owner's share of the home's 

appreciated value.  Additionally, since the CLT owns the land, it is a party to all future 

sales and is able to enforce the resale restrictions.  This model allows CLTs to provide 

affordable housing to low- and moderate-income households otherwise unable to afford 

to buy a home. 

 

REGISTERED SUPPORT / OPPOSITION: 

Support 

California Community Land Trust Network (sponsor)  

Inland Equity Community Land Trust 

Opposition 

None on file 

Analysis Prepared by: M. David Ruff / REV. & TAX. / (916) 319-2098 


