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3,1999

Ms. Parker,Executive
CaliforniaHousing Agency

L Street, Floor
Sacramento,California 95814

Dear Parker:

At the last California Housing Finance Agency Board meeting in July, your B o d requestedthat
HCD provide information regarding property tax exemptions for housing and the
impact of statutory income limits on those exemptions. The enclosed has been
preparedin responseto thisrequest.

I hope this information is to you and your Board. If you have any questions about this
material or if we can be of please feel to contact eitherCamilla or
Linda of our staff,at 445-4728.

Sincerely,

Cathy E.
ActingDeputy
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DEPARTMENTOF HOUSINGAND COMMUNITY DEVELOPMENT
OF HOUSINGPOUCY DEVELOPMENT

PROPERTYTAX EXEMPTIONFORHOUSING

This paper presents the relevant statutes involved with local real property
exemptions affordable housingand the relevant provisions.

The property fax exemption of California Revenue and Taxation Code
Sections and both income and rent standards required for
the exemption. The rent standard is that ofHealth and Safety Code Section

The establishing the income standards for theexemption are those
of H&SCode Sections and These Sections define lower-income
households to be those whose income does not exceed limits established and
updated by HUD pursuant to the Section 8 program. The Board of Equalization in

this to local assessors, who are responsible for qualifying
the exemption. These statutory provisions are described and in the
reproduced attachments. 

Historically, the State has allowed a property tax exemption for nonresidential
properties serving a public good. Sections 201 241 of the Code
identify properties in the State eligible for type of property tax exemption. In
1968the law was amendedto includespecific rental housingdevelopments serving 
the elderly and disabled. Since that time, the law was expanded to
affordable rental housing serving lower-income households. Sections and

of the Codeestablish the language.

ina Provisions 

Section provides a property tax exemption for housing and related 
facilitiesfor low- and elderly or disabled families, including, but
not limitedto that financed with federal government programs, 202
(elderly), 81 or Section236. The housingmust low-and

households (as defined by Code Section
and must be and operated by a entity. Partial

exemption not all are occupied by or
elderly or disabledhouseholds.

Section extends the propertytax exemption to properties serving
income households as defined by Code used

rental housing owned and operated by a nonprofit entity, including limited
partnerships in which the managing general partner is an nonprofit
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The exemption, which is to vary with the proportion of
lower-income households, qualifying properties to meet one of three

a) at least percentof the households are lower-incomewith rents not
inexcess ofthe standard prescribedin H&S Code Section b) be financed
by tax-exempt revenue bonds, general obligation bonds, or
government grants, and the rents conform to the corresponding
agreements deed restrictions; or c) the property Owner receives federal low-
income housingtax

In all the property Owner must certify both of the following: a) that the
are continuously available pursuant to a use

with rents as defined by Code or those
by the of the financing or assistance; and b) that the

amount of by the tax exemption is used to maintain the
or the rents for the households.

:

Health and Code Persons and families of low,
moderate, and median income: Persons and families whose income does not 
exceed 120 percent of the area median family income, adjusted family size by
the Department in accordance with adjustment factors adopted and amended from
time to time by HUDpursuantto Section8 of the UnitedStates Housing Act of 1937,
subject to additionaladjustments by HCD (see Attachment B l for full definition).

HealthandSafetyCode Section Lower income households: Persons
and families whose income does not exceed the qualifying limits for lower-income
families as established and amended from to time pursuant toSection8 ofthe
UnitedStates Housing Act of 1037 (AttachmentB2).

Health and Safety Code 50053 rent: Section
amended January 1, 1991 (Attachment a specified rent 
calculation as in the in Attachment C. This statute and Section 

define for householdsof and

usedfor property exemption: As defined, the limits to
be are those pursuantto 8 ofthe United States Housing
Act of 1037, which are updated (seeAttachment Dl), filed by HCD, and
published in California of Regulations (CFR) as 6932 of Title 25
(seeAttachment limits adjusted limits for
high such that the limit for high income are adjusted upward,
but all are subject to a national cap. In most cases the national cap is the
national median family income, but of California have caps
exceeding the national median Santa Clara, San Francisco, and San
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While the State income and tent limits are at one standard, in practice, affordable 
rental housing is developed under a variety of income and rent standards, most of
which are prescribed. For example, there are currently several legislated
income limit standards, or
125%of median incomefor affordable housing programs(although all of these
standards are not necessarily applicable to rental housing). These programs also
may vary by assumptions by number of
bedrooms; 8s income standards vary by household different

standards can for different income limits between programs.
Consequently, rent or income standards of all rental assistance programs may
not beconsistentwith those specified forthepropertytaxexemption.

is authorization in the Code provisions for use of alternative rent or 
income standards other than those by the referenced H&S
Flexibility for CHFA is authorized in the H&S Code Sections and for
alternative qualifying criteria, including income determination, family size
adjustments, and rent, or alternative criteria necessary consistencywith pertinent
federal statutes or regulations. Forexample, H&S Section authorizes CHFA,
with the concurrence of the Business, Transportation and Housing Agency, to use
income limits higher than 120 percent of area median income in designated
geographic areas of the State underspecifiedcircumstances. authorizationfor
alternative criteria is not applicableto any other agency not authorizedfor local
agencies). tt should be noted that if adjustments are made to conform with one
particularprogramit mayaffectconformancewith other programs.

ioq

Currently, proposed legislation amending the lower-income housing property tax
exemption, 559 is and awaiting actionby the Governor. This
billwould maketwoamendmentswith respectto rentalhousing:

1) inorder for elderlyor disabled affordable housing to qualify for the exemption, it
would one of the three that at least 20
percent of the units must be households at 

the for and disabled
housingwould be with bondor financing or federal low-
incomehousingtax credits, thereby than percentof the units

beaffordableto households.

2) for pursuant to subdivision (g), in addition to requiring
a deed would enforceable and verifiable 
agreementwith a publicagency."
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CODES:

TAXATIONCODE

201. property in thisState, not underthelawsof the
United States or ofthisState,issubject to taxationunderthiscode.

used for hospital, or charitable
owned and operated by community chests, or

and operated religious,hospital, or charitable purposes is

214.

including ad valorem taxes to pay the interest and redemption
charges on any indebtedness approved by the voters prior to July 1, 1978, or any

bonded indebtedness for the acquisition or improvement of property approved
on or July 1,1978, by of the votes cast by the voters voting on the
proposition,

used for housing and elderly or
and financed by, including, but not to, the

government to Section202 of Public Law (12 U.S.C.
mended, Section 231 of Public Law 73479 (12 U.S.C. Section

236 of Public Law (12 U.S.C. or Section 811 of Public Law
(42 U.S.C. owned and by hospital,
or or meeting all of the

be deemedto be withinthe provided for
of section of Article of the California

this section. The ofthis made by Chapter
1102 of the Statutes of not a change in, but is
the be required a
of for any year prior to the year in which the
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used and related for elderlyor handicapped
at which supplemental careor services to meet the special needsof
or residents are not provided, or that is not by the

governmentpursuantto Section202of Law 86372(12U.S.C.
as amended, Section of Public Law (12 U.S.C.

Section236ofPublicLaw (12U.S.C. or 811 ofPublic
Law (42U.S.C. shall not be to exemption to

this unless the property is used and low-
and or that would

be to this subdivision, except that it some
housing and for other than low- or elderly or
handicapped shall be entitled to a partialexemption. The partial exemption
shall be equal to that percentage ofthe value of the property that is equal to the

that the number of low- elderly and handicapped
the proper ty representsof the total number of occupying

the property.

As used in this subdivision, "low and income" the samemeaning as the
and of low or income" as defined by Section 50093

ofthe and Code.

used for rental housing and related and owned

and operated by or or
m the general partner is

of the ofthis section, or
by in Section the

(1) to subdivision(a), be
to the in subdivision ofSection and Section 5
of Article of the constitutionand this and be entitled to

a to that of the value of the that the
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portion of the households of the total

property in inwhichany ofthe criteriaareapplicable:

or more of the occupants of the property lower income
whose rent does not exceed that by Section of the

and Code.

or of the or any

of these is financed with
bondsor obligation bonds, or is by local, state, or loans
orgrantsand the ofthe occupantswho lower income householdsdo not
exceed those by deed restrictions pursuant
to the terms of the or assistance.

owner ofthe property is eligible for and low-income housing tax
pursuant to Section42 ofthe Revenue Code of 1986,as added by

order to be for the exemption provided by this subdivision, the
owner ofthe shall doboth ofthe following:

(A) and ensure that there is a deed restriction, agreement, or other legal
document that restricts the project’s and that provides that the units
designated for by lower households are available to or
occupied by lower income households at that do not exceed those

by Section 50053 ofthe and code,or, to the extent that

that do not exceed those by of the
the terms of state, or local or with

to pay property
mused or reduce for,
the units occupied by lower households.
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(3) As used in this subdivision, income households" has the same

meaning income section
50079.5 of theHealthand Code.

used an or shelter and related
forhomelesspersonsand and operated by religious,

or funds, or all

ofthe ofthis section be to be within the exemption
m subdivision of Section and 5 of Article of the

Constitution and this that otherwise would be
exempt pursuant to this subdivision, that it includes housing and related

for other than an emergency or be entitled to a
partial exemption.

As used in this subdivision, or a
that would be eligible for to Chapter 11 with

ofPart 2 ofDivision 31 the and Safety Code.
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Attachment
and CodeSection

Section of or income" and
120 income, for size by the

department adoptedand timeto time by the
United StatesDepartment and UrbanDevelopment toSection8 of the
United Act However,theagency and the jointly, or either

agency tousehigherincome m geographic ofthe state,
that 120 ofthe median incomem theparticulargeographic is

too lowto a of personsand of low or incomewho
orhome of housing with

Section without subsidy.
"Personsand of low ormoderate income" includes low incomehouseholds, as

in Section 50105 andlower incomehouseholdsas in Section 50079.5, and
personsand of lowincome,personsand of moderateincome,and

middle-income As this
(a) "Personsand of low income"or of low income"meanspersonsor

who are for financialassistancespecificallyprovided by a
agency the of of housing pursuant to this division.
"Personsandfamiliesofmoderateincome"or means persons
and of low or moderateincomewhose income exceeds the incomelimit for lower
income households.

(c) and of median income" personsand whose incomedoes
not exceed theareamedian income, asadjustedby the department size in

withadjustment adopted and amended timetotime by theUnited
States andUrbanDevelopment pursuanttoSection8 of the
United StatesHousingAct of 1937.

As inthissection, means the
as

Development to 8 ofthe States of 1937. Intheevent these

as incomelimits persons families geographic
ofthe percent income, for and of low or

income ofthestateat of

For purposes d o n , the

section. These shall notbe
subject to with section 11346) or Article 6 withsection
11349) of Chapter 3.5 ofPart ofDivision3 of Title 2 ofthe Code, but be

..file, of
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'veLawand shall bepublished as soonas
in the Code and the code of

The establishand publishageneral definitionof inclusions,
personsunder the income limitsof this and

50079.5 and 50105, tobeused where other or state ofincome

prevent the agency department separate
or ofincometo households, persons,and

programs ofthe or department, thecasemay be.

2



Safety Code Section

50079.5. households"means and whose income does not exceed

the department in the AdministrativeCode as as adoptionby the
secretary and In the event such standardsare
discontinued,the shall,by establish income for lowerincome

for geographic ofthe stateat 80 percent ofarea medianincome, adjusted for
size and revised As used inthissection, "areamedian income" means the median
income ofageographic area ofthe state.

forlower asestablished to time
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(a) For any priorto January 1,
a ofthat

to income notexceed the ofthegross incomeofthe
person whichshall not

15
Forany which onor 1,1991,

assistance

For low households, the of30 percent ofthe

(2) For incomehouseholds whosegross the for
the productof30 percent 60 percent ofthearea

medianincome for size appropriate the unit. addition, those
lower incomehouseholds withgross that 60 ofthearea

for size,it shall be stateor

ofgross ofthe
(3) For moderate households, the product of percent times 110percentof the

income size addition,
thosemoderateincomehouseholdswhosegross exceed percent ofthe

that at not to exceed
percent ofgross ofthe

that be at a not to

(c) The department's regulationshall ofincome

under subdivision of Section adopt
'on income, size

The
and to of

ofthis size appropriateto

50052.5.
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residents now have to payTmore to visit the city zoo. pools, or
recreation centers to help pay off the
city’s golf-course deficit, according to 
local reports. 

Park and recreation fees increased an
average of 21.7% on Wednesday. The
fee increases, approved in May, will help
pay down about $7 million in debt sold 

capital improvements to the public 
golf courses. 

City officials, however, did not raise
fees for the golf courses themselves in 
order to avoid losing golfers to neigh-
boring courses, which would only com-
plicate efforts to repay the debts. 

Although the fee increases will help 
buffer the burden, other options are be-
ing explored. 

The city’s Parks Department is study-
ing whether i t should sell one golf
course or the land around it, or else lease 
other courses. 

A report on the options is due next

-

State Amount
Alaska 0 $0 1 $76.000.000

Smokers
smokers’ rights group has filed yetAanother appeal in an attempt to

block the distribution of the $206 bil-
lion owed to municipalities around the 
county as part of the national tobacco 
liability settlement. 

Two weeks ago a state court of ap-
peals rejected an attempt by Smokers for
Fairness to block the delivery of

share of the settlement. Cali-
fornia and its municipalities are set to
earn $25 billion from the deal. 

The group tried to block delivery of
the money by arguing in court that 
smokers are unfairly taxed to pay for the 
settlement. A Superior Court judge had
earlier rejected the claim, and the group
appealed.

The court found that the group had
not taken the necessary procedural steps
required for an appeal. The group, which
on Monday asked the court to reconsid-
er its decision, says it will fight all 
way to the Supreme Court to block

state Ratings
3.58

the delivery of the money. The group has
filed a similar motion in New York.

While municipalities across the coun-
try have suggested ways to secure bonds 
with the money, most governments in
California have not yet latched onto the 
idea. However, Orange County is float-
ing an idea to use some of the money to
pay down bankruptcy-related debt. 

E . Marois

IArizona 1 1

HFA Cap Upped

3.70

ov. Gray Davis Monday signed aGbill into law that increases the 
rowing for
the
Housing Fi-
nanceAuthority
to a maximum of
$8.9 billion, a
jump of $2.2 bil-
lion.

California’s
HFA, one of the
nation’s most ac-
tive state hous-
ing authorities,
hopes to lend $1 Davis
billion in California
family mort-
gages annually 
in the next five years. The HFA, which
finances loans for first-time
ers, had a statutory borrowing cap of
$6.75 billion. Lawmakers have raised
the borrowing cap nine times 
since 1980,most recently during last
year’s regular session, when they
bumped it up by $1.4 billion. The state
treasurer sells HFA bonds through a ne-
gotiated pool of underwriters.

-Michael B. Marois

Big Highway Needs
highway construction industry andAlabor lobby this week released a

port stating that California has fallen so
far behind in highway spending that it
now has an estimated $83 billion in
transportation needs. 

The group, called Transportation Cal-
ifornia, wants lawmakers to spend the
$1.5 billion currently idle in the state’s 
highway construction fund. The need for
more highway spending is compounded

by the state’s rapidly growing popula-
tion, which is increasing by as much as
600,000 new residents every year. 

“The most obvious result of this
derinvestment is that individual Califor-
nians waste a lot of time traveling for 
business and said the group’s 
chairman Bert Sandman. “The state’s 
businesses are losing employee time and
productivity, as well as incumng addi-
tional cost in the transportation of goods
and services.” 

The study comes as lawmakers are de-
bating two key pieces of highway fund-
ing legislation. One bill would ask voters
to borrow $16 billion in bonds by plac-
ing a $4 billion bond measure on the bal-
lot every other year for eight years, start-
ing next year. The other measure would 
lower the voter threshold for sales tax
increases. Sales taxes are often the
source for highway funds in California.

B. Marois

Spaceports Boosted
he state Assembly this week

federal legislation to classify spaceports 
as tax-exempt facilities and allow local
governments to sell bonds for developing
infrastructure.

The resolution, introduced last month,
is geared to help persuade space tech-
nology companies to build spaceports in
‘California.

“Many, many states are starting to see
what the future holds,” said Eric
Daniels, a lobbyist for California Space 
and Technology Alliance. “Our goal is
to try to help create the infrastructure in
the state of California. And that has a
ripple effect. If you’re going to launch
in California, you’re probably going to 
manufacture in California.”

This summer, U.S.congressmen in-
troduced bills to place spaceports in
same tax-exempt category as airports 
and to enable them to sell bonds 
exempt from the private-activity bond
volume cap.

California has about four companies
interested in building a launching sys-
tem. but Daniels would only disclose
one,Lockheed-Martin,which owns the

system. is a
satellite deployment system geared to
replace NASA’s space shuttle that can

Tproved a joint resolution to support
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