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ASSEMBLY THIRD READING 

AB 1206 (Bennett) 

As Amended  January 24, 2022 

Majority vote.  Tax Levy 

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. 

Major Provisions 

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 the 2022-23 FY through the 2027-28 FY, when claiming a welfare 

exemption for units pursuant to the above provisions, in addition to giving any other 

information as prescribed by the State Board of Equalization (BOE), the claim for welfare 

exemption shall be accompanied by an affidavit providing specified information.   

6) 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. 

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

January 1, 2043, to collaborate with the 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.  

8) 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.   

9) 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,  

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

11) Provides that, notwithstanding existing law, the state shall not reimburse any local agency for 

any property tax revenues lost pursuant to this bill.   

12) Takes immediate effect as a tax levy. 

COMMENTS 

1) The welfare exemption for low-income housing:  California Constitution Article XIII, Section 

4(b) 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 
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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 

BOE has noted that a unit must be occupied by a lower income household (i.e., generally one 

with a maximum income of 80% AMI).   

2) 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. 

3) 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. 

According to the Author 
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. 

Arguments in Support 
This bill is sponsored by the California Community Land Trust Network, which notes: 



AB 1206 

 Page  4 

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. 

Arguments in Opposition 
None on file. 

FISCAL COMMENTS 

1) Annual property tax revenue loss of an unknown amount, but likely in excess of $300,000 

(costs of approximately $150,000 General Fund).  Although property tax is a local 

government revenue source, reductions in property tax revenues, in turn, increase General 

Fund Proposition 98 spending by up to roughly 50 percent (the exact amount depends on the 

specific amount of the annual Proposition 98 guarantee).   

Revenue loss depends on the number of impacted CLTs and occupants, as well as the 

location and taxable value of qualifying properties, all of which is unknown.  However, there 

are approximately 25 CLTs operating in California and one CLT reported paying 

approximately $12,000 more in annual property taxes after losing the welfare exemption due 

to income fluctuations.     

2) Minor and absorbable costs to the BOE to update claims forms and informational materials, 

and collaborate with the LAO on the report.   

3) By adding to the duties of county assessors, this bill likely creates a state-mandated local 

program.  To the extent the Commission on State Mandates determines the provisions of this 

bill create a new program or impose a higher level of service, the county could claim 

reimbursement for costs.   

4) This bill would likely complicate administration of the welfare exemption.   

VOTES 

ASM REVENUE AND TAXATION:  9-0-2 
YES:  Burke, Nguyen, Grayson, Levine, Mullin, Petrie-Norris, Quirk, Luz Rivas, Seyarto 

ABS, ABST OR NV:  Gray, Mayes 

 

ASM HOUSING AND COMMUNITY DEVELOPMENT:  8-0-0 
YES:  Wicks, Seyarto, Carrillo, Gabriel, Kalra, Kiley, Quirk-Silva, Ward 

 

ASM APPROPRIATIONS:  12-0-4 
YES:  Holden, Bryan, Calderon, Luz Rivas, Gabriel, McCarty, Levine, Quirk, Robert Rivas, 

Akilah Weber, Stone, Mullin 

ABS, ABST OR NV:  Bigelow, Megan Dahle, Davies, Fong 
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