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HISTORICAL
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~~~~~~~~~~~~~~~~~~~~~~~~
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Proposition 13
Senate Bill 154
Assembly Bill 8



Causes of the Tax Revolt
.~~~~~~~~~~~~~~~~~~~~~~~~
Double-digit inflation and “cost of living
raises” created higher tax brackets.
Income taxes resulted in a $2.5 billion State
budget surplus.
Skyrocketing housing prices increased local
property assessments.
Escalating tax bills threatened home
ownership.



Proposition 13
.~~~~~~~~~~~~~~~~~~~~~~~~

Four key provisions:
Tax Rate Limit ~ basic rate cannot exceed 1%.

Acquisition-Value Assessments ~ initial base can
not exceed 1975/76 A/V, with an annual CPI increase not to
exceed 2%.  Reassessment only for change of ownership or
new construction.

Legislative Vote Requirement ~ state taxes can only
be increased by a 2/3 vote.

Local Taxes & Assessments ~ increases must be
approved by 2/3 vote of electorate.



Proposition 13 Benefits
.~~~~~~~~~~~~~~~~~~~~~~~~
Reduced property taxes by more than half.
Taxpayers can no longer be taxed on the
unrealized paper gain in property value.
Taxpayers protected by a maximum 2%
growth.
Future tax bills are easy to project.
Greater stability & predictability in revenue
flow to local agencies.



SB 154
(along with 9 other bills containing clarifying provisions)

~~~~~~~~~~~~~~~~~~~~~~~~~Established the basic fiscal elements of Prop 13.
Provided $4.2 billion in one-time block grants.
Allocated the average % of total property tax
revenues received in the prior three years.
Resulted in large inequities of tax shares.
Fast-growing jurisdictions & those with boundary
changes were short-changed.
Revenues from new construction distributed
countywide.
Increased state’s role in financing local services.



AB 8
~~~~~~~~~~~~~~~~~~~~~~~~~
Revised the allocation of property taxes using
base amount received in 1978/79.
Introduced concepts of tax rate area (TRA)
and annual tax increment.
Ties allocation of property taxes to assessed
value on a situs basis.
Allows for the transfer of property tax base
revenues for boundary changes or a transfer
of services.



Prop 13 & AB 8 Consequences
.~~~~~~~~~~~~~~~~~~~~~~~~

New homeowners are paying 10-20 times the taxes
of neighbors in identical houses.
More than 40% of the property-tax relief went to
corporations & landlords.
No longer a local tax, State-set tax rate & base.
Allocation formulas cause large variations and are
outdated, based on pre-1978 ratios.
The share of property taxes does not change with
changing needs and services provided.
Reallocation of property tax revenues is a zero-sum
game - for each winner there’s a loser.



PROPERTY TAX
OVERVIEW

~~~~~~~~~~~~~~~~~~~~~~~~~

What are the different types of property
taxes?
How are the amounts developed?
How are they allocated?



Types of Property Taxes
.~~~~~~~~~~~~~~~~~~~~~~~~

Secured     1% of assessed value
Unitary     1% of assessed value
Unsecured     1% of assessed value
Supplemental     1% of > assessed value



How Are Amounts Developed?
~~~~~~~~~~~~~~~~~~~~~~~~~

Assessed value is determined
on a parcel by parcel basis.



What Changes A Parcel’s
Assessed Value?

~~~~~~~~~~~~~~~~~~~~~~~~~~
Change in ownership
Improvements...add a room, etc.
2% (CPI) growth under Prop. 13
Reassessment to market value (Section 51
as modified by Prop.8)
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The Secured Tax Process
Key Events and Dates

~~~~~~~~~~~~~~~~~~~~~~~~~~
Jan 1 Lien date
Jul 1 Assessor provides Secured values to Auditor
Jul State provides Unitary values to Auditor
Jul/Aug Auditor computes bond rates
Aug 15 Special Districts provide assessment info
1st week 
in Sept Auditor provides tax bill info to Tax Collector
By Oct 1 Tax Collector mails tax bills
Dec 10 1st tax installment due
Apr 10 2nd tax installment due
June 30 Unpaid bills transferred to delinquent roll



The Tax Allocation Formula
~~~~~~~~~~~~~~~~~~~~~~~~~~

Last Year’s Allocation
+ or -

Jurisdictional Changes
+ or -

Each district’s % of growth
+ or -

Reallocation to ERAF
= Current Year Allocation



What Is A Tax Rate Area
(TRA)?

~~~~~~~~~~~~~~~~~~~~~~~~~~
A geographic area all of which is served by
the same combination of taxing agencies
A TRA is comprised of one or more parcels



TRA Example
Annual Increment & Allocated Property Tax

Tax Rate Area 002-001
Fiscal Year 2001/2002

Allocated Prior Allocated Current Annual Current Annual
Fund Fund Descrption Percent Taxes Increment Taxes

10100 COUNTY-GEN 25.76587613 4,518,897.28 268,939.12 4,787,836.40
12400 CO SUPT OF SCHOOLS 0.42154785 73,932.33 4,400.04 78,332.37

632201 CITY  MODESTO 13.96966614 2,450,042.30 145,812.61 2,595,854.91
750000 EAST SIDE MOSQUITO ABATE 0.86985863 152,558.44 9,079.41 161,637.85
827000 MODESTO ELEM GENERAL 26.55902827 4,658,002.70 277,217.89 4,935,220.59
866000 MODESTO HIGH GENERAL 18.75061198 3,288,539.03 195,715.19 3,484,254.22
887000 YOSEMITE COMM COLLEGE 7.53840387 1,322,108.07 78,684.37 1,400,792.44
890000 COUUNTY SCHOOLS SERVICE 3.05013797 534,942.43 31,836.73 566,779.16
893000 SCHOOLS-EQUALIZATION 1.95920563 343,611.41 20,449.80 364,061.21
893100 SCHOOLS-TUITION 1.11566353 195,668.44 11,645.08 207,313.52

Total 100.00000000 17,538,302.43 1,043,780.24 18,582,082.67



Property Tax Pyramid
~~~~~~~~~~~~~~~~~~~~~~~~~

Tax Rate Areas (TRAs)

Parcels

Schools Cities County
Special
Districts

Total Tax Levy
($378 Million)

157,327

1,445

126



Property Tax A/V Growth
FY 2005-2006 County-Wide

.~~~~~~~~~~~~~~~~~~~~~~~~~
10000 Current Secured.............……...15.3%
10000 Utility(State Assessed)..……... -0.5%
10400 Unsecured.......................……..12.0%
24400 Homeowners..............………...16.3%
Combined Growth…………………...15.1%

Taxes can & will vary considerably
 by geographic area



Geographic Area Comparisons
.~~~~~~~~~~~~~~~~~~~~~~~~~

Patterson Jt. Unif. School District     16.83%
City of Modesto                          9.15%
Denair Comm. Service District           9.92%
Westport Fire Protection District        5.99%



AB8 Allocation

The sum each
district's Current
Annual Taxes in

all TRAs becomes
it’s CY AB8
Allocation



Property Tax Allocation



Property Tax Allocation



Property Tax Allocation



Property Tax Allocation



Property Tax Allocation
ALLOCATION OF 1% PROPERTY TAXES BY CATEGORY - NET OF REDEVELOPM ENT AGENCIES 

Al location Less: RDAs Net A l location Percentage

COUNT Y - GENERAL FUND 25,988 ,567 (347,662) 25,640 ,905 11.375%
COUNT Y - DEPENDENT  DIST RICT S 705,380 (24,081) 681 ,299 0 .302%
TOTAL COUNTY FUNDS 26,693 ,947 (371,743) 26,322 ,204 11.678%

CITIES 14,748 ,865 (180,444) 14,568 ,421 6 .463%

INDEPENDENT SPECIAL DISTRICTS 8,011 ,342 (70,785) 7,940 ,557 3 .523%

SCHOOLS-DIST RICT S 130,574 ,430 (1 ,341,856) 129,232 ,574 57.333%
SCHOOLS-ERAF 35,771 ,222 0 35,771 ,222 15.870%
TOTAL SCHOOL DISTRICTS 166,345 ,652 (1 ,341,856) 165,003 ,796 73.203%

REDEVELOPM ENT AGENCIES 9,605 ,381 1 ,964,828 11,570 ,209 5 .133%

225,405 ,186 0 225,405 ,186 100.000%

CATAGORY PERCENTAGE

County Genera l  Fund 11.375%
County Dependent Districts 0 .302%
Incorpora ted  Ci ties 6.463%
Independent specia l  Districts 3 .523%
School  Districts 57.333%
ERAF 15.870%
Redeve lopm ent Agencies 5.133%

100.000%

(11.4%) County Genera l  Fund

(0 .3%) County Dependent Districts
(6 .5%) Incorpora ted Ci ties

(3 .5%) Independent specia l  Distri cts

(57 .3%) School  Distri cts

(15.9%) ERAF

(5.1%) Redeve lopm ent Agencies

FISCAL YEAR 2001/2002



Why Do Local Governments’
Property Taxes Vary?

.~~~~~~~~~~~~~~~~~~~~~~~~~
Number and value of homes and businesses in a
district’s area ~ higher values yield higher taxes.
Extent to which services are provided ~ those
providing more services generally receive more
property taxes.
Amount of Redevelopment within a district’s
boundaries ~ RDAs reduce taxes received.
AB8 formula ~ those with high tax rates in the
1970s get a larger share of taxes today.



California Statewide
Property Tax Allocation

~~~~~~~~~~~~~~~~~~~~~~~~~~~~
$20 billion in property taxes are paid annually
by property owners.
These taxes are shared by:

     58   Counties
   473   Cities
   406   Redevelopment Agencies
3,400   Special Districts
1,100   School Districts



Statewide Change in
Property Tax Allocation

~~~~~~~~~~~~~~~~~~~~~~~~~~~

The school’s
increase in
conjunction with
the decrease of the
other districts is
the result of the
ERAF shift.

Redevelopment
increased as a
result of the rapid
proliferation of
project areas.



The Impact of Redevelopment
Agencies on Districts

~~~~~~~~~~~~~~~~~~~~~~~~~
Redevelopment agencies and their share of
property taxes are continually increasing.
Areas with large numbers of RDA projects are
experiencing fiscal stress.
All tax growth is diverted for 30+ years.
Future revenue increases are no longer
predictable or dependable.



Change in Redevelopment’s
Share of Property Tax Revenues

Redevelopment agencies
have siphoned off a
significant share of the
property tax dollars from
other government
agencies.

As more property tax
revenues continue to go
to RDAs, the other local
governments must find
alternative sources of
revenue or they must
reduce their budgets.

Source:  State Controller’s Office



ERAF
What Is It?

.~~~~~~~~~~~~~~~~~~~~~~~~~
Education Revenue Augmentation Fund
Developed by the State in response to a
fiscal crisis in 1992-93 and 1993-94
Shifts money from cities, special districts,
and the County to the school districts
Reduces the amount received by school
districts from the State (does not increase
the amounts received by schools)



ERAF
How Does It Work?

~~~~~~~~~~~~~~~~~~~~~~~~~~
The 1992-93 ERAF shift was the lessor of:
1) 40% of property tax revenues, less those pledged for
debt service, allocated in 1991-92 to a special district, or
2) 10% of a special district’s 1989-90 total revenues.
The 1993-94 shift was computed by multiplying property
taxes allocated to the district in 1992-93, pre-ERAF, by the
SDAF factor applicable on June 15, 1993 in order to
determine the “Current Bailout Equivalent”.  Then the
1992-93 ERAF shift was subtracted from the “Current
Bailout Equivalent” and adjusted for 1993-94 growth.
The 1993-94 shift was in addition to the 1992-93 shift.
They are separate and on-going amounts.



ERAF Shift by District Type



Major Property Tax Revenues
Summary of Key Dates

~~~~~~~~~~~~~~~~~~~~~~~~~~
Current Secured

      9/1     10/1      12/10   4/10   6/30

Current Unsecured  

              7/31       10/31 6/30

Supplemental
Monthly



Property Tax Revenues
by Type of Tax

~~~~~~~~~~~~~~~~~~~~~~~~~

Unsecured
5%

HOPTRS
2%

Supplemental
3%Secured

90%



Revenue Estimates
Why Do They Change?

.~~~~~~~~~~~~~~~~~~~~~~~~~
Beginning estimates are based on the
equalized roll values per code
Changes in assessed value are due to:

1) Roll corrections and assessment 
appeals

2) Reassessments
3) Late exemption filings



      Helpful Revenue Indicators
.~~~~~~~~~~~~~~~~~~~~~~~

Property Transfer Tax - Based on selling price.  
        $1.10 per $1,000 of Sales Price   
Unincorporated Taxes - 100% to County
Incorporated Taxes - 50% to City & 50% to County

Approximately 1 year after an increase in property transfer tax….

Supplemental Tax Increases -  Additional taxes
prorated and bill at 1% of sales price.
Approximately 1 year after an increase in supplemental property tax...

Secured Tax Increases - New assessed values are
permanently enrolled.



Assessed Value Growth
versus

Property Transfer & Supplemental Taxes
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