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SENATE GOVERNANCE & FIN. COMMITTEE:  5-0, 6/1/22 

AYES:  Caballero, Nielsen, Durazo, Hertzberg, Wiener 

 

SENATE APPROPRIATIONS COMMITTEE:  6-0, 8/11/22 

AYES:  Portantino, Bates, Bradford, Jones, Laird, Wieckowski 

NO VOTE RECORDED:  McGuire 

 

ASSEMBLY FLOOR:  75-0, 1/31/22 - See last page for vote 

  

SUBJECT: Property taxation:  affordable housing:  welfare exemption 

SOURCE: California Community Land Trust Network 

DIGEST: This bill provides that a unit in a property owned by a community land 

trust continues to be treated as occupied by a lower income household when the 

income of those occupants increases, for the purposes of the welfare exemption 

from property tax for property used for rental housing. 

Senate Floor Amendments of 8/16/22 alter legislative findings and declarations for 

purposes of complying with Section 41 of the Revenue and Taxation Code. 

ANALYSIS:   

Existing law: 

1) Provides that all property is taxable unless explicitly exempted by the 

Constitution or federal law (California Constitution, Article XIII, Section 

One). 

2) Allows the Legislature to exempt property used exclusively for charitable 

purposes so long as it is owned by non-profit entities organized and operated 



AB 1206 

 Page  2 

 

for charitable purposes, such as universities, hospitals, and libraries, known as 

the “welfare exemption” (California Constitution, Article XIII, Section Four). 

3) Allows owners of rental housing to claim the exemption, when: 

a) It is financed with tax-exempt mortgage revenue bonds; general obligation 

bonds; federal, state, or local grants; or federal low-income housing tax 

credits (LIHTCs) finance the housing, with specified exemptions; 

b) The property is enforceably restricted for use and made continuously 

available for low-income housing, relying on the definition for "lower 

income households" in the Health and Safety Code, which links to 

qualifying limits for lower income families under Section 8 of the United 

States Housing Act of 1937.  In the event the federal standards are 

discontinued, the Department of Housing and Community Development 

must establish income limits by regulation for lower income households for 

all geographic areas of the state at 80% of area median income (AMI), 

adjusted for family size and revised annually; 

c) Rents do not exceed those prescribed in enforceable restrictions; and 

d) The property owner certifies that funds that would have been used to pay 

property taxes are used to maintain the affordability of the units or reduce 

rents. 

4) Requires property owners to annually file a claim with the assessor to receive 

the exemption, stating the number of units serving low-income households, 

including vacant units, and a list of qualified households.  To qualify, the 

property owner must obtain a signed statement from each household certifying 

that the family household income did not exceed the income limits for that 

year, 

5) Allows taxpayers who provide project capital to low-income rental housing 

projects to claim LIHTCs against the Personal Income Tax, Corporation Tax, 

and Gross Premiums Tax.  Federal law, which the state conforms to, sets the 

states that a rental housing project is eligible for LIHTCs when: 

a) A project qualifies if 20% or more of the residential units in the project are 

both rent-restricted and occupied by individuals whose income is 50% or 

less of area median gross income; or  
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b) 40% or more of the residential units in such project are both rent-restricted 

and occupied by individuals whose income is 60% or less of area median 

gross income.   

6) Provides that for purposes of the welfare exemption from property tax for 

rental housing, but only when the property owner is eligible for and has 

received LIHTCs, that a unit shall continue to be treated as occupied by a 

lower income household, which can then continue to qualify the owner for the 

exemption, if (AB 1193, Gloria, Chapter 756, Statutes of 2017): 

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

year in which their occupancy of the unit commenced; and  

b) The unit continues to be rent restricted, notwithstanding an increase in the 

income of the occupants of the unit to 140 percent of area median income, 

adjusted for family size. 

7) Ceases the unit’s qualification as a lower income unit, which can then result in 

the unit no longer making the owner eligible for the exemption, if the income 

of the occupants of the unit increases above 140 percent of area median 

income, adjusted for family size. 

8) Requires property owners claiming an exemption under AB 1193 to 

accompany the exemption claim with a confidential affidavit containing a list 

of all units for which the exemption is claimed, that will continue to be treated 

as low-income units due to the bill, as well as specified non-personally 

identifiable information, including unit name or number, actual household 

income of the unit’s occupants, maximum rent for the unit, and actual rent 

charged. 

9) Requires assessors to consider the value impact of enforceable restrictions 

imposed by a Community Land Trust (CLT), and added a definition of a CLT 

into property tax law (AB 2818, Chiu, Chapter 701, Statutes of 2016). 

10) Authorizes the CLT welfare exemption applies for property owned by a 

community land trust, under specified circumstances (SB 196, Beall, Chapter 

669, Statutes of 2019): 

This bill: 

1) Provides that for the purposes of the welfare exemption from property tax for 

property used for rental housing, that a unit continue to be treated as occupied 
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by a lower income household when the income of those occupants increases up 

to 140% of AMI if: 

a) The owner is a CLT; 

b) The property is leased to a low-income household pursuant to a contract 

that meets the requirements in existing law that direct assessors to consider 

the value impact of the CLT enforceable restriction; and 

c) The unit continues to be rent-restricted.   

2) Provides that the unit ceases to be treated as a lower income unit if the 

occupants’ income increases above 140% of AMI, adjusted for family size.     

3) Extends to CLTs claiming an exemption under the bill the same annual 

reporting requirements on property owners AB 1193 added for LIHTC 

properties. 

4) Applies its change commencing in the 2022-23 fiscal year, and sunsets after 

the 2027-28 fiscal year. 

5) Makes legislative findings and declarations regarding Section 41 of the 

Revenue and Taxation Code, and that welfare exemption claim forms 

remaining confidential is consistent with the state’s public meetings and 

records laws. 

Background 

Formed by local agencies, employers, nonprofits, or grassroots organizations, 

CLTs are typically non-profit organizations that seek to promote affordable 

housing by acquiring and retaining ownership of real property in a specific 

geographic area using capital or land from private donations or public sources.  

While the first CLTs were formed in rural areas in the 1970s, nearly 200 exist 

nationwide today, with approximately 20 in California.  CLTs mostly operate in 

higher-income urban and suburban areas, and under federal law, must: 

 Not be sponsored by a for-profit organization; 

 Be established to acquire parcels of land, held in perpetuity, primarily for 

conveyance under long-term ground leases; transfer ownership of any 

structural improvements located on such leased parcels to the lessees; and 

retain a preemptive option to purchase any such structural improvement at a 
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price determined by formula that is designed to ensure that the improvement 

remains affordable to low- and moderate-income families in perpetuity; and 

 Have corporate membership that is open to any adult resident of a particular 

geographic area specified in the bylaws of the organization; and whose board 

of directors must be equally comprised of leaseholders, community 

representatives, and other individuals representing the public interest.   

Because the welfare exemption claim for a rental housing unit depends on its 

occupant’s annual income, the property owner can lose an exemption for a unit 

when its occupant’s income increases beyond what is specified in the contract, 

deed restriction, or legal document restricting rents  In response, the Legislature 

enacted AB 1193, which expanded eligibility of the welfare exemption from 

property tax for property owners of units occupied by individuals who meet 

income limits when they begin occupying a unit, but whose income subsequently 

increases.  However, AB 1193 only applies to property owners qualifying for the 

welfare exemption because their projects are eligible for and have received 

LIHTCs, meaning that other properties used for rental housing that qualify for the 

welfare exemption, such as CLT-owned property, could lose the exemption or have 

it reduced when the incomes of individuals occupying exempt units increase. 

FISCAL EFFECT: Appropriation: No Fiscal Com.: Yes Local: Yes 

According to the Senate Appropriations Committee: 

 The Board of Equalization (BOE) indicates that it would incur minor and 

absorbable administrative costs to update claim forms, the Assessors 

Handbook, and Publication 149: Property Tax Welfare Exemption.  

 BOE indicates that this bill would result in lower property taxes relative to 

current law; however, the magnitude of the decline is unknown. Lower local 

property tax revenues lead to increased 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, which in turns depends upon a variety 

of economic, demographic and budgetary factors). 

 By changing the manner in which assessors value real property, this bill creates 

a state-mandated local program. To the extent the Commission on State 

Mandates determines that the provisions of this bill create a new program or 

impose a higher level of service on local agencies, local agencies could claim 

reimbursement of those costs (General Fund). The magnitude of these costs is 

unknown. 
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SUPPORT: (Verified 8/16/22) 

California Community Land Trust Network (source) 

Bay Area Regional Health Inequities Initiative  

California Reinvestment Coalition 

East Bay Community Law Center 

Housing California 

Inland Equity Partnership 

Northern California Community Land Trust 

Oakland Community Land Trust 

Oakland Tenants Union 

Policylink 

San Diego Housing Federation 

State Board of Equalization 

Sustainable Economies Law Center 

OPPOSITION: (Verified 8/16/22) 

None received 

ARGUMENTS IN SUPPORT: According to the author, “California is facing an 

affordable housing crisis, and we cannot build our way 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, and stay 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.” 

 

 

ASSEMBLY FLOOR:  75-0, 1/31/22 

AYES:  Aguiar-Curry, Arambula, Bauer-Kahan, Bennett, Berman, Bigelow, 

Bloom, Boerner Horvath, Mia Bonta, Bryan, Burke, Calderon, Carrillo, 

Cervantes, Chen, Choi, Cooley, Cooper, Cunningham, Megan Dahle, Daly, 

Davies, Flora, Fong, Friedman, Gabriel, Gallagher, Cristina Garcia, Eduardo 

Garcia, Gipson, Gray, Grayson, Holden, Irwin, Jones-Sawyer, Kalra, Kiley, 
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Lackey, Lee, Levine, Low, Maienschein, Mathis, Mayes, McCarty, Medina, 

Mullin, Muratsuchi, Nazarian, Nguyen, O'Donnell, Petrie-Norris, Quirk, Quirk-

Silva, Ramos, Reyes, Luz Rivas, Robert Rivas, Rodriguez, Blanca Rubio, Salas, 

Santiago, Seyarto, Smith, Stone, Ting, Valladares, Villapudua, Voepel, 

Waldron, Ward, Akilah Weber, Wicks, Wood, Rendon 

NO VOTE RECORDED:  Patterson 

 

Prepared by: Colin Grinnell / GOV. & F. / (916) 651-4119 

8/17/22 15:46:33 

****  END  **** 
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