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CONCURRENCE IN SENATE AMENDMENTS 

AB 1206 (Bennett) 

As Amended  August 16, 2022 

Majority vote 

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. 

Senate Amendments 
1) Remove the requirement for the Legislative Analyst to conduct annual reviews of the 

exemption's effectiveness until January 1, 2043.   

2) Provide that the Legislative Analyst shall submit a single report to the Legislature on or 

before January 1, 2025.   

3) Provide that the Legislative Analyst's review shall assess the exemption's fiscal impact and 

not its economic impact.   

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 Revenue and Taxation Code (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 (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, 
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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: 

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 

According to the Senate Committee on Appropriations: 

1) The 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.  
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2) 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). 

3) 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. 

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 

 

ASSEMBLY FLOOR:  75-0-1 
YES:  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, 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 

ABS, ABST OR NV:  Patterson 

 

SENATE FLOOR:  40-0-0 
YES:  Allen, Archuleta, Atkins, Bates, Becker, Borgeas, Bradford, Caballero, Cortese, Dahle, 

Dodd, Durazo, Eggman, Glazer, Gonzalez, Grove, Hertzberg, Hueso, Hurtado, Jones, Kamlager, 

Laird, Leyva, Limón, McGuire, Melendez, Min, Newman, Nielsen, Ochoa Bogh, Pan, 

Portantino, Roth, Rubio, Skinner, Stern, Umberg, Wieckowski, Wiener, Wilk 

 

UPDATED 

VERSION: August 16, 2022 

CONSULTANT:  M. David Ruff / REV. & TAX. / (916) 319-2098   FN: 0003871 




