TAXATION AND GOVERNMENT FINANCE COMMITTEE MEETING
Room 308/309/310, Sacramento Convention Center
1:10 p.m. - 2:50 p.m.; Thursday, May 2, 2013

MISSION STATEMENT
This Committee is a Policy committee. Its mission is to develop C.A.R.'s
government and taxation policy. It has original jurisdiction to evaluate
legislation and regulation in the following issue areas as they relate to real
estate:
Commercial Investment
Government Finance
Property Tax
Transaction Tax

PRESIDING:
Hal Alpert, Chair
J. Michael Roberts, Vice-Chair

ISSUE CHAIRS:
Sandi Adelson, Property Tax
Bob Hartman, Transaction Tax
Geoffrey Poulos, Commercial Investment
Sue Walsh, Government Finance
LIAISON:
Ted Loring, C.A.R. Executive Committee Liaison

C.A.R. STAFF:
Christopher Carlisle, Legislative Advocate
Matt Roberts, Federal Government Affairs Manager

I. WELCOME AND OPENING COMMENTS
Hal Alpert, Chair
II. STATE TAXATION ISSUES

A. Action Items:
1. GOVERNMENT FINANCE
Sue Walsh, Issue Chair
A. C.A.R.'S POLICY OF OPPOSING THE FIRE FEE PREVENTS EFFORTS
TO REDUCE THE AMOUNT OF THE FEE
The State Responsibility Areas (SRAs) contain approximately 31 million acres
– primarily privately owned timberlands, rangelands and watershed areas.
There are an estimated 825,000 habitable structures in the SRAs. While
CalFire’s original mission was to prevent and suppress wildland fires, the
department now expends considerable resources protecting homes in the
SRAs from wildfires, as well as acting as first responder for medical
emergencies and other non-wildfire matters. In an attempt to recover some of
these costs, the Legislature passed and the Governor approved emergency
legislation that imposed an annual fire prevention fee not to exceed $150 on
structures located in the SRAs to pay for fire prevention activities in the SRAs.
In response, the Board of Directors approved the following motion: That C.A.R.
“SUPPORT” legislation that would eliminate the State Responsibility Area Fire
Prevention Benefit Fee. However, if elimination of the fire fee is extremely
unlikely to occur given the state’s fiscal condition, it may make sense for
C.A.R. to modify its policy on the fee. As matters currently stand, C.A.R.’s
policy on the fire fee prevents supporting legislation that would reduce the
amount of the fee. While these measures would not eliminate the fee, they
would reduce the amount of the fee which may serve to satisfy opponents to
the fire fee to some extent. (See Public Policy Position Paper.)

B. INCREASING THE VOTE THRESHOLD FOR THE APPROVAL OF
GENERAL TAXES
General taxes are collected for no specified governmental purpose and are
subject to majority approval by the voters. Special taxes, however, require
approval by a two-thirds vote. In other words, when a special tax is placed on
the ballot, the voters are told the purpose for which the tax revenues will be
used. On the other hand, the voters are not told the purpose for proposed
local general taxes. This appears to be the opposite of what should be the
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case. It would seem that if the voters are not told for what purpose the general
tax revenues will be used that the vote threshold should be higher than if they
are told as with proposed special taxes. Should the vote threshold for the
approval of local general taxes be increased to two-thirds? (See Public Policy
Position Paper.)

2. COMMERCIAL INVESTMENT
Geoffrey Poulos, Issue Chair
A. TRANSFER OF 100% OF A CORPORATION MAY PRESENT A
"CHANGE OF OWERNSHIP" NOT SPLIT ROLL ISSUE
Under a split roll, not all properties are taxed in the same manner. A split roll
may, for example, require that commercial property be taxed at a higher rate
than that imposed on residential property. Or, the split roll may cause
commercial property to be assessed periodically instead of upon transfer.
Under current law, business owners can structure transactions so that a
"change in ownership" does not occur even if 100% of control of the
corporation changes hands. Assembly Member Tom Ammiano has introduced
Assembly Bill 188 this year which provides that if 100% of the ownership
interests in a corporation are transferred in a single transaction, the real
property owned by the corporation has undergone a "change in ownership."
Note that AB 188 does not preclude businesses from structuring an acquisition
of a corporation in several transactions in order to avoid reassessment. In
addition, AB 188 would apply to residential property owned by a corporation
including single family homes, apartments, and mobilehome parks. Should
100% transfer of the ownership of a corporation with real property be deemed
a "change of ownership" and, thus, trigger reassessment? (See Public Policy
Position Paper.)

B. Direction Requested:
1. PROPERTY TAX
Sandi Adelson, Issue Chair
A. ACA 8 (BLUMENFIELD) BONDED INDEBTEDNESS VOTE THRESHOLD
REDUCTION
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This measure would reduce the vote required to approve bonded indebtedness
to fund public improvements and facilities used to provide public safety/fire
protection services or public improvements including improvements to
transportation infrastructure, water systems, and sewer systems, from a twothirds vote to 55 percent. C.A.R. is opposed to ACA 8 because special taxes
and bonded indebtedness should only be approved by a two-thirds vote, with
limited case-by-case exceptions. The author has asked C.A.R. to consider
changing to a "support" position on this measure.
Position: Oppose
Status: Assembly Local Government Committee

2. GOVERNMENT FINANCE
Sue Walsh, Issue Chair
A. AB 132 (HOLDEN) RETIREMENT PLANS, EARLY DISTRIBUTIONS
Current income tax law imposes an additional tax upon early distributions from
a retirement plan. This measure would exclude from that additional tax the first
$6,000 distributed to an individual for the purpose of paying mortgage debt or
an amount paid as part of a loan modification. The principal residence would
have to have a market value that is less than the unpaid mortgage debt (in
other words, the individual has to be "under water" on their mortgage). The
author has asked that C.A.R. consider changing to a "support" position on this
measure.
Position: Watch
Status: Assembly Revenue and Taxation Committee

B. SB 391 (DESAULNIER) CALIFORNIA HOMES AND JOBS ACT OF 2013
To provide funds for affordable housing this measure would impose a fee of
$75 to record every real estate instrument. The fee would not imposed on any
real estate instrument recorded in connection with a sales transaction. Since
sales transactions are exempted, C.A.R. has a "watch" position on this
measure. The author has asked that C.A.R. consider changing to a "support"
position on this measure.
Position: Watch
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Status: Senate Transportation and Housing Committee

3. TRANSFER TAX
Bob Hartman, Issue Chair
A. AB 893 (DALY) INCOME TAXES, MELLO-ROOS DEDUCTIONS
This measure would allow an income tax deduction for amounts paid under the
Mello-Roos Community Facilities Act of 1982. C.A.R. currently does not have
policy specific to this matter.
Position: Watch
Status: Assembly Revenue and Taxation Committee

C. Report Items:
1. COMMERCIAL INVESTMENT
Geoffrey Poulos, Issue Chair
A. AB 59 (Bonta) Split Roll within School Districts - The Borikas v.
Alameda Unified School District decision states that parcel taxes imposed by a
school district must be applied uniformly to all tax payers and property
(residential or commercial) within the district. AB 59 would void the Borikas v.
Alameda Unified School District decision clarifying that school districts can take
into account taxpayer classification and property type when assessing parcel
taxes within their districts. C.A.R. is opposed to this measure as it would open
the door to allowing school districts to create a "split roll" in which commercial
properties are taxed differently from residential properties.
Position: Oppose
Status: Assembly Revenue and Taxation Committee

2. PROPERTY TAX
Sandi Adelson, Issue Chair
A. AB 1172 (Bocanegra) Intercounty Transfer of Base Year Value Currently, Proposition 60 allows a homeowner 55 years of age or older to
transfer, on a one-time basis, their property tax base year value to another
home of equal or lesser value within the same county, or to a home located in
a county that has adopted an ordinance permitting homeowners to transfer
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their property tax base year value to that county. Beginning January 1, 2014,
AB 1172 would allow homeowners who are 65 years of age or older to transfer
their property tax base year value to a dwelling located in a different county
without the adoption of an ordinance. C.A.R. supports this measure because it
will protect seniors who are often on a fixed and/or limited income from
property tax increases that can occur when purchasing a new home.
Position: Support
Status: Assembly Local Government Committee

B. AB 1322 (Patterson) Senior and Disabled Citizens Property Tax
Deferment – The Senior Citizens and Disabled Citizens Property Tax
Postponement Law, which allowed the Controller to postpone payment of
property taxes for those qualified property owners who applied for the program,
expired as of February 20, 2009. AB 1322 would repeal the sunset of the
program and allow the Controller to accept and process applications for tax
deferment beginning July 1, 2014. This measure would also create the Senior
Citizens and Disabled Citizens Property Tax Postponement Fund which will be
funded through the repaid tax postponement payments. Money from this fund
will be appropriated to the Controller beginning on July 1, 2013 for the
administration of the deferment program. C.A.R. supports this measure as it
assists individuals who are on a fixed income, such as senior citizens or
disabled individuals.
Position: Support
Status: Assembly Revenue and Taxation Committee

3. GOVERNMENT FINANCE
Sue Walsh, Issue Chair
A. SB 30 (Calderon) and AB 42 (Perea) Mortgage Debt Forgiveness - The
federal government enacted the Mortgage Debt Relief Act of 2007 creating
mortgage debt forgiveness relieving borrowers from income tax liability on debt
forgiven in a “short” sale. In late 2008 the federal government extended this
relief through December 31, 2012. In 2008, California enacted and C.A.R.
supported SB 1055 (Machado) which provided conformity with the federal
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statute for the 2007 and 2008 tax years and, in 2010, C.A.R. supported and
California enacted SB 401 (Wolk) which extended the income tax debt
forgiveness until December 31, 2012, conforming to the federal law. On
December 31, 2012, Congress passed budget solutions in an attempt to avoid
the "fiscal cliff," which included an extension of the mortgage debt forgiveness
sunset date to January 1, 2014. C.A.R. is sponsoring SB 30 and AB 42 to
make conforming changes in California law retroactive to January 1, 2013.
Position: Sponsor
Status: SB 30 is on the Senate Appropriations Committee Suspense File, and
AB 42 is on the Assembly Revenue and Taxation Committee Suspense File

B. AB 23 (Donnelly), AB 124 (Morrell) and SB 17 (Gaines) Fire Prevention
Fee - In 2011, the legislature passed a measure requiring the State Board of
Forestry and Fire Prevention to establish regulations instituting a fire
prevention fee not to exceed $150 on structures located in State Responsibility
Areas to supplement the State Responsibility Area Fire Prevention Fund. AB
23, AB 124 and SB 17 would repeal the fire prevention fee. C.A.R. is
supporting these measures because homeowners who already pay a fire
prevention fee should not be forced to pay twice for fire prevention.
Position: Support
Status: AB 23 and AB 124 are in the Assembly Natural Resources Committee
and SB 17 is in the Senate Natural Resources and Water Committee

C. Vote Threshold Reduction and Vote Elimination Bills
1. AB 243 (Dickinson) Infrastructure Financing Districts - Existing law
authorizes the creation of an infrastructure financing district and the issuance
of bonds to finance district projects upon the approval of two-thirds of the
voters. AB 243 would, among other things, authorize the creation of such a
district and the issuance of bonds to finance it with only 55% voter
approval. C.A.R. opposes this measure because C.A.R. believes that the
creation of such districts should require a two-thirds vote.
Position: Oppose
Status: Assembly Local Government Committee
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2. AB 690 (Campos) Jobs and Infrastructure Financing Districts Currently, the legislative body of a city or county is authorized to create an
infrastructure financing district, adopt an infrastructure financing plan and issue
bonds to finance improvements within the district upon approval of two-thirds of
the voters. AB 690 will change the infrastructure financing district provisions to
allow for the creation of job and infrastructure financing districts upon approval
of 55% of the voters. C.A.R. opposes this measure because C.A.R. believes
that the creation of such districts should require a two-thirds vote.
Position: Oppose
Status: Assembly Local Government Committee

3. AB 1188 (Bradford) Vote Threshold Requirement for Fire Protection
Bonds - Currently, the board of a fire protection district can issue bonds to
fund the improvement of facilities or equipment which will be used by fire,
emergency, or law enforcement personnel upon approval of two-thirds of the
voters. AB 1188 would lower the vote threshold from two-thirds to 55%. C.A.R.
is opposed ACA 3 because bonded indebtedness should only be approved by
a two-thirds vote, with limited case-by-case exceptions.
Position: Oppose
Status: Assembly Local Government Committee

4. ACA 3 (Campos) Bonded Indebtedness Vote Threshold Reduction –
Under existing law bond indebtedness may be incurred by a city or county
upon approval form two-thirds of the voters in the area. ACA 3 would reduce
the vote required to approve bonded indebtedness to fund fire, emergency
response, police or sheriff facilities or equipment from a two-thirds vote to 55
percent. C.A.R. is opposed ACA 3 because bonded indebtedness should only
be approved by a two-thirds vote, with limited case-by-case exceptions.
Position: Oppose
Status: Assembly Local Government Committee
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5. SB 33 (Wolk) Infrastructure Financing District - Currently, the legislative
body of a city or county is authorized to create an infrastructure financing
district and to issue bonds to finance improvements within the district if twothirds of the voters approve the plan. SB 33 would eliminate the voter approval
requirement to establish an infrastructure financing district and issue bonds.
C.A.R. is opposed to this measure because it would result in the property
owners who would fund the district through property taxes losing their ability to
vote on the establishment of such a district and the issuance of bonds.
Position: Oppose
Status: Senate Floor

6. SB 628 (Beall) Infrastructure Financing Districts - Under current law,
local governments can form, upon the approval of two-thirds of the voters in
the area, an infrastructure finance district and issue bonds with the express
purpose of facilitating transit oriented development. SB 628 would eliminate
the voter requirement for infrastructure financing districts and the issuance of
bonds that will be used to finance these kinds of transit projects. C.A.R. is
opposed to this measure because it would result in the individuals who would
fund the operations of the district losing their ability to vote on the
establishment of such a district and the issuance of bonds.
Position: Oppose
Status: Senate Governance and Finance Committee

7. SCA 3 (Leno) Parcel Tax Vote threshold Reduction - SCA 3 would
reduce the vote threshold required for a school district, community college
district or county office of education to impose a parcel tax from two-thirds to
55% of the voters in the area. C.A.R. opposes SCA 3 because parcel taxes are
a “flat fee” per parcel that may place an additional burden on the homeowners
least able to afford the tax.
Position: Oppose
Status: Senate Governance and Finance Committee
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8. SCA 4 (Liu) and SCA 8 (Corbett) Transportation Project Special Tax
Vote Threshold Reduction - Under current law cities, counties and special
districts can impose special taxes upon the approval of two-thirds of the areas
voters. SCA 4 proposed to reduce the vote required to approve special taxes
for local transportation projects to 55 percent. C.A.R. opposes SCA 4 because
special taxes should only be approved by a two-thirds vote, with limited caseby-case exceptions
Position: Oppose
Status: Senate Governance and Finance Committee

9. SCA 7 (Wolk) Vote Threshold Reduction for Public Library Funding The California Constitution requires the imposition of a special tax by a city,
county or special district and the incurring of debt to be approved by of twothirds of the voters. SCA 7 proposes to lower the vote threshold for the
imposition, extension or increase of a special tax by a local government to
provide funding and to incur bonded indebtedness for public libraries to 55% of
the voters. C.A.R. is opposed SCA 7 because bonded indebtedness should
only be approved by a two-thirds vote, with limited case-by-case exceptions.
Position: Oppose
Status: Senate Governance and Finance Committee

10. SCA 9 (Corbett) Vote Threshold Reduction for Economic
Development - The California Constitution requires the imposition of a special
tax by a city, county or special district and the incurring of debt to be approved
by of two-thirds of the voters. SCA 9 would lower the vote threshold to 55% for
special taxes used to fund community and economic development projects.
C.A.R. is opposed SCA 9 because bonded indebtedness should only be
approved by a two-thirds vote, with limited case-by-case exceptions.
Position: Oppose
Status: Senate Governance and Finance Committee

11. SCA 11 (Hancock) Vote Threshold Reduction for Special Taxes Currently, local governments cannot impose a special tax unless it has been
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approved by two-thirds of the voters in the area. SCA 11 would lower the vote
threshold for special taxes to fifty-five percent of the voters. C.A.R. opposes
SCA 11 because special taxes should only be approved by a two-thirds vote,
with limited case-by-case exceptions.
Position: Oppose
Status: Senate Governance and Finance Committee

4. TRANSFER TAX
Bob Hartman, Issue Chair
A. AB 905 (Ting) Environmental Fee Covenants - This measure would
authorize the recording of an Environmental Fee Covenant which will be
binding upon each successive owner and imposes a transfer fee not exceed 2
percent of the full cash value of the property. In 2007, because such
covenants are unfair to homebuyers for a variety of reasons, C.A.R. sponsored
SB 670 (Correa) to outlaw private transfer fees. In March 2012, the Federal
Housing Finance Agency restricted Fannie Mae and Freddie Mac to investing
in mortgages with such private transfer fees to covenants that limited "use of
such transfer fees exclusively to purposes which provide a direct benefit to the
real property encumbered by the private transfer fee ….”
Position: Oppose
Status: Assembly Judiciary Committee

III. FEDERAL TAXATION ISSUES
A. Action Items:
1. Commercial Investment
Geoffrey Poulos, Issue Chair
A. FEDERAL HOUSING ADMINISTRATION (FHA) 203(K) PROGRAM FOR
INVESTORS
Should C.A.R. take policy on proposed legislation that would expand the FHA's
203(k) program, which allows for the financing of the rehabilitation of a
property, to investors? (Please see Public Policy Position Paper.)

B. Report Items:
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1. GOVERNMENT FINANCE
Sue Walsh, Issue Chair
A. PROPOSED BUDGETS
Earlier this year the House and Senate passed their respective proposed
budgets for Fiscal Year 2014. In April, the President submitted his proposed
budget for Fiscal Year 2014 to Congress. While none of the budgets will
become law as proposed, they all include language that would reform the tax
code and would limit and/or eliminate real estate tax provisions, including the
mortgage interest deduction.

B. TAX REFORM
Congress intends to look at the issue of reforming the tax code during the 113th
Session; both for business and households. The Ways and Means
Committee, which should take the lead on rewriting the tax code, has created
11 working groups to focus on different areas of the tax code with the intent of
drafting a broad tax reform bill. It is unknown when such a bill would be
introduced.

C. HOUSE CONCURRENT RESOLUTION 4
California Congressmen Gary Miller and Brad Sherman have introduced
House Concurrent Resolution 4 (H.Res. 4) which states Congress should not
eliminate or limit the mortgage interest deduction in any way. The resolution is
the same as their H.Res. 25 from the 112th Session of Congress which
garnered 199 cosponsors.

2. COMMERCIAL INVESTMENT
Geoffrey Poulos, Issue Chair
A. CORPORTATE TAX REFORM
While reform of the full tax code is unlikely, there seems to be more of a
chance that Congress and the President can agree to broad changes within
the corporate tax code. While discussions are still early, some tax provisions
being discussed for changes include:
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Carried interest,
Pass-through entities,
Interest deductibility, and
Depreciation.

IV. OTHER BUSINESS

V. ADJOURMENT
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