AMENDED IN ASSEMBLY MAY 2, 2016
AMENDED IN ASSEMBLY MARCH 18, 2016

CALIFORNIA LEGISLATURE—2015—16 REGULAR SESSION

ASSEMBLY BILL No. 2818

Introduced by Assembly Member Chiu

February 19, 2016

An act to add Sections 401.21 and 214.17 to the Revenue and
Taxation Code, relating to taxation, to take effect immediately, tax levy.

LEGISLATIVE COUNSEL’S DIGEST

AB 2818, as amended, Chiu. Property taxation: community land
trust.

Existing law requires the county assessor to consider, when valuing
real property for property taxation purposes, the effect of any
enforceable restrictions to which the use of the land may be subjected,
including, but not limited to, zoning, recorded contracts with
governmental agencies, and various other restrictions imposed by
governments

a bill, for
lien dates occurrmg on and after January 1, 2017 in assessmg an
owner-occupied single-family dwelling or owner-occupied unit in a
multifamily-ekwetting dwelling, and the land on which-t the dwelling
or unit issituatedthat+s required for the convenient occupation and use
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tow-er-moderate-theemeas-defined: unit by persons and families of
low or moderate income, would require the value of the dwelling or
unit and theland to be presumed to be the purchase price of the dwelling
or unit.

This bill, for lien dates occurring on and after January 1, 2017, in
assessing a dwelling or unit owned by a limited equity housing
cooperative or by a member-occupant or resident shareholder of the
limited equity housing cooperative, and the land on which the dwelling
or unit is situated required for the convenient occupation and use of
the dwelling or unit by personsand families of low or moderate income,
would also require the value of the dwelling or unit and the land to be
presumed to be the purchase price of the share conveying an exclusive
right to occupancy and possession of that dwelling or unit.

Existing property tax law, in accordance with the California
Constitution, provides for a “welfare exemption” for property used
exclusively for religious, hospital, scientific, or charitable purposes and
that isowned or operated by certain types of nonprofit entities, if certain
qualifying criteria are met.

This bill, on and after January 1, 2017, would provide that property
iswithin the welfare exemption if that property is owned and operated
by a nonprofit corporation, otherwise qualifying for the welfare
exemption, that—
has as one of its primary purposes the creating and maintaining of
permanently affordable single-family or multifamily residencesto which
specified conditions apply.—Fhis The bill, in the case of property not
previously designated as open space, would prohibit this exemption
from being denied on the basis that the subject property does not
currently include a single-family or multifamily residence as so
described or a single-family or multifamily residence as so described
that isin the course of construction. The bill would require the exemption
to apply to a property for no more than 5 years from the date any of
certain restrictions are recorded against the property.

By imposing new duties upon local government officials, this bill
would impose a state-mandated local program.

The Cdlifornia Constitution requires the state to reimburse local
agencies and school districts for certain costs mandated by the state.
Statutory provisions establish proceduresfor making that reimbursement.

This bill would provide that, if the Commission on State Mandates
determines that the bill contains costs mandated by the state,
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—3— AB 2818

reimbursement for those costs shall be made pursuant to these statutory
provisions.

Section 2229 of the Revenue and Taxation Code requires the
Legidature to reimburse local agencies annually for certain property
tax revenues lost as a result of any exemption or classification of
property for purposes of ad valorem property taxation.

This bill would provide that, notwithstanding Section 2229 of the
Revenue and Taxation Code, no appropriation is made and the state
shall not reimburse local agencies for property tax revenues lost by
them pursuant to the bill.

This bill would take effect immediately as atax levy.

Vote: majority. Appropriation: no. Fiscal committee: yes.
State-mandated local program: yes.

The people of the Sate of California do enact as follows:

SECTION 1. Section 401.21 is added to the Revenue and
Taxation Code, to read:

401.21. (a) When—valding-In assessing an owner-occupied
single-family dwelling or owner-occupied unit in a multifamily
dwel+'mg dwelling, and the land on which-# the dwelling or unit
is situated that is required for the convenient occupation and use

of that dwel li ng orﬁnﬂ—ﬁ—theelwelhng-enunﬁ—rsemand%ased—te

1

2

3

4

5

6

7

8

9 v
10 unlt by persons and
11 families of low or moderate income, the vaI ue of the dwelling or
12 unit and the land shall be presumed to be the purchase price of
13 the dwelllng or unlt
15
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(b) In assessing a dwelling or unit owned by a limited equity
housing cooperative or by a member-occupant or resident
shareholder of the limited equity housing cooperative, and the
land on which the dwelling or unit is situated that is required for

21 the convenient occupation and use of the dwelling or unit by
22 persons and families of low or moderate income, the value of the
23 dwelling or unit and the land shall be presumed to be the purchase
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price of the share conveying an exclusive right to occupancy and
possession of that dwelling or unit.

(c) For purposes of this section, all of the following definitions
shall apply:

(1) “Affordability restrictions’ include, but are not limited to,
any of the following:

(A) The dwelling or unit can only be-seld-er rented, sold, or
resold to persons and families of low or moderate income to be
occupi ed-by—the-ewner—as-his-er-her as a principal place of
residence.

(B) Thesaleor resale price of the dwelling or unit isdetermined
by aformulathat ensures-afferdabttity the dwelling or unit has a
purchase price that is affordable to persons and families of low
or moderate income.

(C) Therent collected fromthe dwelling or unit does not exceed
the maximum rent allowable to be collected from persons and
families of low or moderate income.

(S

(D) Thereisapurchase option for the dwelling or unit in favor
of the community landrust: trust intended to preserve the dwelling
or unit as affordable to persons and families of low or moderate
income.

(E) Anyrestriction that ensuresthedwelling or unitisto remain
affordable to persons and families of low or moderate income by
recorded deed, deed restriction, ground lease, covenant,
memorandum, or other recorded instrument.

(F) Anyrestriction in arecorded instrument from which one of
the following public agencies or officials has made a finding that
the restriction serves the public interest to create and preserves
the affordability of residential housing for persons and families
of low or moderate income:

(i) The director of the local housing authority or equivalent
agency.

(if) The county counsel.

(iii) Thedirector of a county housing department.

(iv) Thecity attorney.

(v) Thedirector of a city housing department.

(2) “Community land trust” means a nonprofit corporation,
otherwise qualifying for exemption under Section 214, that—s

erganized-for-the-specific-and-primary-purpese-ef has as one of
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its primary purposes the creating and maintaining of permanently
affordable single-family or multifamily residences to which both
of the following conditions apply:

(A) All residences on the land are sol d-te;-and-eeecupted-by; to
a qualified owner to be occupied by persons and families of low
or moderatetreorme; income as their primary residence, and the
land on which+t the dwelling or unit is situated-thatis+equired is
leased by the nonprofit corporation to the qualified owner for the
convenient occupation and use of that dwelling or unit-steased

tethese-ewnersby-thenenprefit-corperation for arenewableterm
of 99years-ineludingrenewal-eption: years.

(B) Theeasehotd—nterest—istimited-by dwelling or unit is
subject to affordability-restrictions+ecorded-on-thelandtease-or

othersimitar-recordedHnstrument: reﬂnc’uons

(3) “ Limited equity housing cooperative” hasthe same meaning
asthat termis defined in Section 817 of the Civil Code.

3

(4) “Persons and families of low or moderate income” has the
same meaning as that term is defined in Section 50093 of the
Health and Safety Code.

(5) “Qualified owner” means either of the following:

(A) Alimited equity housing cooperative.

(B) Personsand families of low or moderate income.

(6) “Purchase price” means a price that does not exceed the
sale or resale formula that ensures the dwelling or unit has a
purchase price that is affordable to persons and families of low
or moderate income.

(d) Thissection shall apply to lien dates occurring on and after
January 1, 2017.

SEC. 2. Section 214.17 is added to the Revenue and Taxation
Code, to read:

214.17. (@) Property is within the exemption provided by
Sections 4 and 5 of Article X111 of the California Constitution if
that property is owned and operated by a nonprofit corporation,
otherwise qualifying for exemption under Section 214, that—s
ergam—zed—feﬁhespeemc—aﬁd—pﬁmaw—pumese—ef has as one of
its primary purposes the creating and maintaining of permanently
affordable single-family or multifamily residences in which both
of the following conditions apply:
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(1) All residences on the land are intended for ownership-and

i by a qualified owner to be

occupied by persons and families of low or moderate-ireeme;
income as their primary residence, and the land on which-t the
residence is situated-thatts—required is leased by the nonprofit
corporation to the qualified owner for the convenient occupation
and use of thatmdeﬂeerﬂeasedie&mesee\ﬁners{%heﬂeﬂpﬁ&
eorperation residence for arenewable term of 99years+rekuding

renewal-optiens: years.

(2) Theteasehold-nterestistHmitedby residence is subject to
affordability-restrictionsrecorded-onthetaneHease or-othersimilar
reeordecHnstrument: restrictions.

(b) In the case of property not previously designated as open
space, the exemption provided by subdivision (a) may not be
denied to a property on the basis that the property does not
currently include a single-family or multifamily residence, as
described in subdivision (@), or a single-family or multifamily
residence, as described in subdivision (a), that is in the course of
construction.

(c) Theexemption required pursuant to this section shall apply
to a property for no more than five years from the date any
restriction described in subparagraph (E) or (F) of paragraph (1)
of subdivision (d) is recorded against the property.

(d) For purposes of this section,beth all of the following shall
apply:

(1) “Affordability restrictions’ include, but are not limited to,
any of the following:

(A) The residence can only be-setd rented, sold, or resold to
persons and families of low or moderate income to be occupied
by-the-ewner-ashiserher asa principal place of residence.

(B) The sale or resale price of the residence is determined by
aformulathat ensures-afferdabitity the residence has a purchase
pricethat is affordable to persons and families of low or moderate
income.

(C) The rent collected from the residence does not exceed the
maximum rent allowabl e to be collected from personsand families
of low or moderate income.

€
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(D) Thereisapurchase option for the residence in favor of the

i - nonprofit organization intended to preserve

the residence as affordable to persons and families of low or
moderate income.

(E) Any restriction that ensures the residence is to remain
affordable to persons and families of low or moderate income by
recorded deed, deed restriction, ground lease, covenant,
memorandum, or other recorded instrument.

(F) Anyrestriction in arecorded instrument from which one of
the following public agencies or officials has made a finding that
the restriction servesthe public interest to create and preserve the
affordability of residential housing for personsand families of low
or moderate income:

(i) The director of the local housing authority or equivalent
agency.

(if) The county counsel.

(iii) Thedirector of a county housing department.

(iv) The city attorney.

(v) Thedirector of a city housing department.

(2) “ Limited equity housing cooperative” hasthe same meaning
asthat termis defined in Section 817 of the Civil Code.

(3) “Persons and families of low or moderate income” has the
same meaning as that term is defined in Section 50093 of the
Health and Safety Code.

(4) “ Qualified owner” means either of the following:

(A) Alimited equity housing cooperative.

(B) Personsand families of low or moderate income.

(el

(e) Thissection shall apply to lien dates occurring on and after
January 1, 2017.

SEC. 3. If the Commission on State Mandates determines that
this act contains costs mandated by the state, reimbursement to
local agencies and school districts for those costs shall be made
pursuant to Part 7 (commencing with Section 17500) of Division
4 of Title 2 of the Government Code.

SEC. 4. Notwithstanding Section 2229 of the Revenue and
Taxation Code, no appropriation is made by this act and the state
shall not reimburse any local agency for any property tax revenues
lost by it pursuant to this act.
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1 SEC. 5. Thisact providesfor atax levy within the meaning of
2 Article IV of the Constitution and shall go into immediate effect.
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