TOWN OF SAN ANSELMO
STAFF REPORT
February 15, 2014
TO:

Town Council

FROM:

Debra Stutsman, Town Manager

SUBJECT:

Proposition 13 Reform
For the meeting of February 25, 2014

RECOMMENDATION
That the Council review the materials presented regarding current efforts to reform Proposition 13 with
respect to commercial property and provide direction to staff.
BACKGROUND
Proposition 13 was an amendment to the California Constitution enacted during 1978, by means of the
initiative process. It was approved by California voters on June 6, 1978. It was declared constitutional by the
United States Supreme Court in the case of Nordlinger v. Hahn and is embodied in Article 13A of the
Constitution of the State of California.
The proposition decreased property taxes by assessing property values at their 1975 value and restricted
annual increases of assessed value of real property to an inflation factor, not to exceed 2% per year. It also
prohibited reassessment of a new base year value except for cases of (a) change in ownership or (b)
completion of new construction.
Owners of commercial real estate benefitted under the original rules of Proposition 13. If a corporation
owning commercial property (such as a shopping mall) was sold or merged, but the property stayed
technically deeded to the corporation, ownership of the property could effectively have changed without
triggering Proposition 13's provisions. Under current law, a change of control or ownership of a legal entity
causes a reassessment of its real property as well as the real property of entities that it controls. Corporations
often avoid reassessment by limiting portions of ownership by purchasing in groups where no single party
owns more than 50%.
DISCUSSION
Town Councilmembers were contacted by an organization called "Evolve." Evolve is a group of Bay Area
activists looking for a way to get beyond the current political situation. Evolve was founded on the belief that
most of the significant problems we face have effective solutions that are not being implemented due to a
variety of political issues.
Evolve has started an effort to Reform Proposition 13 Now. They note on their website (www.evolve-ca.org)
that "Proposition 13 created massive loopholes for corporations, allowing them to avoid paying fair property
taxes even when their properties change hands. This large corporate giveaway hurts homeowners, students,
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and all Californians. We need to close the loophole and make corporations pay their fair share. According to
the Legislative Analyst's Office, requiring corporations to pay property taxes based on the current value of
their properties would generate $4.5 billion each year for California, including $2 billion per year for
education./I Evolve's website materials are attached (Attachment 1).
Articles have appeared in California newspapers on this issue, including the Sacramento Bee, the Los Angeles
Times and the San Francisco Chronicle. These articles are attached for your reference. (Attachment 2).
Evolve is asking that cities, towns and school districts pass resolutions supporting commercial property tax
reform. A copy ofthe suggested resolution is attached (Attachment 3).
ANALYSIS
It is unclear how much of an impact such a change would have on San Anselmo commercial property owners.

San Anselmo has 166 parcels zoned commercial, with 820,474 square feet of commercial building space
covering 2.61 acres. The Town has 4,440 residential parcels covering 7,857,155 square feet. Commercial
property is a little over 10% of the Town's property tax base. The Town is budgeted to receive $9,724,764 in
property tax revenue in 2013-14. More research with the County of Marin would be needed to uncover how
much ofthat property tax revenue comes from commercial properties.
NOTIFICATION TO BUSINESS COMMUNITY

Staff recommends that the community of commercial property owners be advised of this issue so that their
opinions can be heard should Council wish to consider passing such a resolution. This notification may include
notification to the Chamber of Commerce, the Downtown merchants, the Red Hill Merchants Association and
the Greenfield merchants. Staff has compiled a list of commercial property owners who should also receive
notice should the Council direct staff to bring back a formal resolution.
CONCLUSION

Staff is looking for direction on next steps regarding supporting commercial property tax reform.
Respectfully submitted,

Debra Stutsman
Town Manager
Attachments:
Attachment 1- Evolve Materials
Attachment 2 - News Articles
Attachment 3 - Sample Resolution
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Latest Victory!

Evolve was founded in the spring of 2011 by a group of Bay Area activists looking for
a way to get beyond the current political mess. From Washington, D.C's failure on
healthcare reform, to perennial budget problems in Sacramento, to ideological battles at
City Hall, all levels of government and public life are suffering from the same problem .
Politicians, the media, and many activists are too concerned about winning the next
election or on the horserace of politics. As this goes on, real problems go unsolved : 50
million Americans lack access to affordable healthcare, unemployment is still incredibly
high, and our public education system is being dismantled.
Evolve was founded on the belief that there's a better way. Most of the significant
problems we face have effective solutions that are not being implemented because of
political infighting or the power of special interests. The answer is clear: we need to hold
politicians accountable to real results that actually move our society forward. And that's
what Evolve does. Through effective, smart organizing and grassroots issue advocacy we

End of the year milestone
As we reach the end of 201 3, we're excited to
announce that we've hit another milestone in our
campaign : 40 school boards and city councils have
passed our Close the Commercial Property Loophole
Re's olution! Not only that, but we have another 10 that
have our resolution on the agenda of their school
board meetings in January, which means that we're
going to start the new year on a really strong note.
Make sure to like us on Facebook in order to stay up to- date with everything that's happening on the
campaign!

know we can make a difference and ultimately, leave our world a better place than we
found it. Together, we can rekindle the promise that made California a golden state.

Past Victory!
Evolve Staff

Democrats support Prop. 13
reform

Michael Bornstein

The California Democratic Party voted to make
Proposition 13 reform a top priority in 2013 at its

Executive Director

statewide convention in Sacramento. This is terrific

Michael has 25 years' experience in Bay Area politics. He started managing political

news! Thanks to the hard work of our activists, staff,

campaigns with the California League of Conservation Voters, before becoming the

and volunteers, and the support of our members and

A-R-AGHME-NT # 1
http://www.evolve-ca.org/about_US
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Executive Director of the San Francisco Democratic Party and most recently the Senior

donors . This is a major step in building momentum

Chapter Director at the Sierra Club Bay Chapter. Throughout his career Michael has led

for meaningful Prop. 13 reform. You can read the

or worked on several dozens of election campaigns, dispatched thousands of volunteers ,

press release here , and check out the resolution text

and made too many phone calls to count.

here.

Ben Grieff

Past Victory!

Campaign Director and Spokesperson
Ben graduated from Boston University in 2006 and began his organizing career right

Prop 30 generates billions for
California schools

away by working to unionize healthcare workers in Massachusetts. Since then he has
fundraised for various non - profit organizations, directed canvass operations and done
electoral field organizing . Prior to working with Evolve Ben ran a telephone outreach
project for the San Francisco Democratic Party and Labor Council during the fall 2010
election cycle. Aside from being a political junkie Ben enjoys hiking and wildlife
photography.

YES 30

Ian Fregosi

By November 201 2 Evolve had over 20,000 face-to-

Field Organizer

face conversations with Californians about the
importance of public schools. We know this had a big

Ian graduated from San Francisco State University in 2012 where he got his BA in
Sociology. Since he was a young teen, Ian has had a strong interest in politics and
progressive solutions to improve the community. He joined Evolve to fight for public
education and organize for positive change. Besides polities, lan's biggest passion is
baseball, which he played every year from tee- ball at three years old to college baseball
at Merced College & SF State.

impact on informing voters about the true state of our
education system. Evolve members volunteered their
time to reach out to voters, letting them know about
Prop. 30 and getting out the vote. This work had an
impact. On November 6, 2012, a significant majority
of California voters approved Prop. 30 . This means
that our students, from Kindergarten to Cal Ph.D .

Kelly Osajima
Campus Organizer

students, will have more resources and better
opportunities. Thanks to our great volunteers, our
generous donors, and our hardworking staff!

Kelly graduated from UCLA in 2012 with a BA in Sociology. Through UCLA's student
government, she advocated for college affordability by lobbying, staging direct actions,
and organizing with students and community leaders. As Budget Committee Chair for
the UC Student Association Board of Directors, she developed a statewide campaign to
fight for alternate revenue for the Uc, including Prop 13 reform. She recently served as

Past Victory!
Evolve wins funding for San
Francisco City College

Program Coordinator for the Greenlining Institute and developed its first voter education
campaign for the 2012 election cycle . When she's not trying to tax corporations, Kelly
enjoys singing with her a cappella group.

Evolve Board
Anna Wagner
Anna is a graduate of the Greencorps Field School for Environmental Organizing. She has

Evolve teamed up with City College President John

led environmental and public interest campaigns across the country. After settling in the

Rizzo and student leaders to win $500,000 of funding

Bay Area Anna managed the Sierra Club's local environmental campaigns, winning

for City College. Working qUickly, we generated over

campaigns to protect hillsides in Livermore and creating solar energy programs in San

1,000 petition signatures and 3,000 emails. We also

Francisco. Anna is currently a Senior Organizer with Greenpeace where she supports

conducted outreach on campus, working with faculty

environmental campaigns across the globe.

and staff and making classroom presentations to let
students know about the campaign. Finally, Evolve
worked with with students from several campuses to
visit each Supervisor's office to advocate for education

http://www.evohr.e-:-ca.org/about_us
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Jason Barbose

fund ing. And it worked. San Francisco restored
$500,000 to City College. These funds will go a long

Jaso n is an ex peri enced environme ntal advocate w ho has wo r ked ex t ensive ly in t he cl ean
energy field with the State PIRGS, Environment California, The Better World Group and

way in ensuring a strong future for one of San
Francisco's most important institutions.

the San Francisco Department of the Environment. Jason has been deeply involved in
implementing California's landmark Global Warming Solutions Act. He is a recent
graduate of the Goldman School of Public Policy at U.c. Berkeley and is currently working
with the Union of Concerned Scientists to develop robust and integrated campaigns
clean energy campaigns in California and other western states.

Laura Hahn
Laura launched her career as a State Organizer for NARAL and has been active in public
life ever since. Laura has led environmental campaigns as the Organizing Manger for the
Bay Chapter Sierra Club, designed statewide electoral and media strategy with MSHC
Partners, and worked on many San Francisco political campaigns. She is currently the
Executive Director of the California Music and Culture Association and is active in San
Francisco politics .
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Prop. 13 has decimated flllding for

Prop. 13 has decimated EDucation

California ranks 49th in the nat,ion

We know corporatirns will spend

local public safety and critical

funding. School Boards across

in per-pupil funding and has the

whatever it takes to keep their

services. City Cmndls are telling

California are telling Sacramento

largest class sizes in the naton.

ridiculous tax breaks. We also know

Sacramento that we Prop. 13 must

that we Prop. 13 must be reformed.

While our school system crumbles

that if we can show enough

be refamed. Join the mOlement

Join the movement and pass a

the world 's richest corporations pay

support, we can fhally get this

and pass a resolution today!

resolution today!

pennies in property taxes.

done. Sign upto volunteer now.
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Take Action
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Marin County
The residential property tax burden has decreased from 81% in 1971-1972 to 80% in 2009-10a 1 point decrease or 1% decrease in the property tax burden on residential property owners
since the passage of Proposition 13. Over the same period, the non-residential property tax
burden increase from 19% to 20%-a 1 point increase or 5% increase in the property tax burden
on non-residential property (Le. commercial/industrial).

Share of Marin County Property Tax Burden: Residential vs.
Non-Residential Property
• Residential %

• Non-Residential %
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Share of Marin County Property Tax Burden: Residential VS. Non-Residential Property
Non-Residential %

Differential %

81.1%

18.9%

78.8%

21.2%

62.1%
57.7%

Roll Year

Residential %

1971-1972
1982-1983
1987-1988

74.6%

25.4%

49.1%

1993-1994

81.8%

18.2%

63.6%

2001-2002

85.6%

14.4%

71.1%

2006-2007

87.3%

12.7%

74.5%

79.6%
20.4%
59.1%
2009-2010
Sources and Notes: BOE Marin County Survey Reports (1971 through 1993 appraisal samplings and 1982-1983 and
1987-1988 data points include unsecured roll values). BOE and Data Quick (2009-2010).
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Property Tax Funds Local Government
•

Property tax revenue remains within the county it was collected and is used
exclusively by local governments.

• Property taxes are a critical source for local discretionary spending. Statewide 30%
of cities' discretionary revenue (public safety and infrastructure) come from
property taxes.

• Prior to Prop 13 commercial real estate accounted for 40% of property tax revenue
in California. Today only 28% of property taxes come from non-residential
property. .

• Between 2001-2012 voters approved about 180 regressive parcel tax measures to
fund cities, counties, and special districts. This negatively impacts working families.

California's Per Student Spending Lags the Rest ofthe US by $2500

•

California is 49 th in the nation in per pupil spending as a share of income.

•

From 2008-2012 Sacramento cut $2.65 billion from higher education funding.
Tuition at UC doubled from 2007-2011 and doubled at CSU from 2005-2011.
CA K-12 Spending Per Student Minus K-12 Spending in Rest o/US (2012-13 Dollars)
ssoo
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Plopo'S!tion 13 Vv'as prtss~~d in 1978 to protect

To the California State Legislature:

horneowners. Unfortunately, PlOp. 13 created massive
ioopholt's for corpofCltions, rl!!owing tiwrn to avoid

California ranks 49th in schoo! funding and has the largest

paying fair propeity

class sizes in the nation. While our school system crumbles,

chanq0 hands.

the world's richest corporations pay pennies in property taxes

wtH:n their

ploperrh~s

(orporate 9iveawav hurts

homeo\·vners. students. and ,:d! Californl,;uls. We need
10

on some of the nation's Illost valuable land. Corporations

tax~'s (~\'en

Thl:~ larn{~

dose the loophol(' and rnilke corporatioils

pdV their

fair ')i1are. /\c(ording to [he Le9is!ative ,Analyst's

routinely use complicated legal tricks to hide when their

Office. re.quirin9 corpolaliolls to pay pror.H.~rlY' l:.J.X!~S.

property is sold, disregarding the law and cheatinq their

bas.ed on the cunent value of their prop~'rties. would

cornmunities. To close this giant loophole, corporate property

generated $/1. 5 billion each year for Calito! nla,

should be reassessed re9ularly.

includinq ~2 binion p!?r veal' for eoucaUon,

I support closing the loophole and requiring corporations to
pay their fair share.

Hi Judy Nelson, sign the petition.

Address (Street. City, State, Postal code)

CJ

I want to volunteer

I Add l!gnlllturfl
Like Ihis to spread the word:
I.,!k$

~hfJr~

215 people like this. Be the first of your friends

http://www.evolve-ca.org/petition_13
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Just the Facts: California's
State Budget

How The West Is Taxed
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By Mark Baldassare, research director, Public Policy Institute
of California
This opinion article appeared in the New York Times on June
27, 2003

Just the Facts: California's Tax
Burden
PPIC Statewide Survey February 2003

California is facing the worst budget crisis in history: no state
has ever faced a deficit, $38 billion over two years, as large.
As Gov. Gray Davis and the legislature spar over spending
cuts, tax increases and borrowing to balance the budget, they
are working against a deadline. If no agreement is reached
before Tuesday, the start of the new fiscal year, the state will
literally run out of money.
Preoccupied with this looming disaster and lingering economic
uncertainty, Californians are in no mood to celebrate the 25th
anniversary of Proposition 13, the citizens' initiative limiting
property-tax increases that was approved in June 1978.
Instead, there have been sobering reflections about the mixed
legacy of Proposition 13 - and calls to reform it.
California's reassessment should serve as a warning to the
many states that followed California down the path of tax
reform - 18 states placed limits on taxes and spending in the
wake of Proposition 13 - as well as those who have pOinted to
California's "tax revolt" as a model for the national level. For
all its value to the people (and politicians) of California,
Proposition 13 has been anything but a simple fix.
Proposition 13 has been highly popular with the state's
residents ever since it passed - 60 percent still support it
today - because it has provided Californians with tax
predictability during two decades of rising real-estate values.
No one dares question its core: the property tax can be no
more than 1 percent of the actual sales price of real estate,
and increases are limited to 2 percent per year. The
unintended consequences of Proposition 13, however, can be
debated.
Although the initiative was heralded as tax relief for
homeowners, for example, its major beneficiaries were the
corporations whose land and buildings avoid property tax
reassessments at market value. Revamping the property tax
system to protect homeowners while allowing increasing rates
for commercial property is supported by a majority of
Californians, according to a survey conducted this month by
the Public Policy Institute of California. But such a change
would require voter approval.
Some are also taking aim at Proposition 13's supermajority
requirement. The initiative's authors wanted to rein in local
governments, which, prohibited from making large increases
in the property tax, might be tempted to pass other tax
measures. So the law requires that two-thirds of the voters
approve any special local taxes, which are those used to pay
for specific services like schools or parks.
In the past 25 years, local officials have indeed found it
difficult to gain enough support to raise such taxes. Earlier this
month, for instance, voters in many school districts around the
state approved an increase in local taxes to cover the
expected shortfall in state financing - but not by the
necessary two-thirds majority. Some are now proposing to
change the ratio necessary for approval from two-thirds to 55
percent for all special local taxes. Nearly half of the state's
residents agree.
Meanwhile, Proposition 13 has shifted the balance of power
between the state and local governments. While the law
requires that local governments collect property taxes, it puts
the state legislature in charge of distributing the money. As a
result, local SChools are vulnerable to statewide economic
downturns. This trend has taken its toll over 25 years: Since
the 1990's, California has ranked in the bottom half nationally
for educational spending on a per-student basis.

http://vwm.ppic.org/mairJcol1YT1entary.asp?i=433
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How The West Is Twal (PPIC Corrmentary)
It's not just schools that have been hurt by the state's boomor-bust budgeting. City governments, seeking alternative
revenue sources after losing control of property taxes,
increasingly encourage the building of shopping malls and auto
dealerships in order to generate more local sales tax revenue.
The result? Not enough room for new housing, which is seen
as less attractive because property tax money goes to the
state. According to the state department of housing and
community development, California needs 220,000 new units
of housing every year to meet demand, yet since 1990 it has
averaged 100,000.
Through the current budget crisis and beyond, it is important
to remember that it was the voters who changed the tax
system 25 years ago, and that most of these fiscal reforms
require the voters' approval. Moreover, with the combination
of a relatively inexperienced state legislature (because of term
limits) and a governor preoccupied with the threat of voter
recall, there is policy paralysis in state government. 50 it is
voters, once again, who control state fiscal matters.
California's problems are not the nation's, of course, nor are
California's solutions. But as the largest state, the economic
and political effects of its actions will reverberate. As America
is to the world - the exceptional nation that nonetheless sets
an example - so California is to America. California's
response to its present crisis may well set the stage for a new
era of reform among the states.

Design by C D A
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Capitol Alert: Debate over California's Prop. 13 still hot 35 years later
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Debate over California's Prop. 13 still hot 35 years later
Proposition 13, Howard Jarvis' iconic property tax limit
measure, was passed by California voters 35 years ago this week but the deba te over its provisions is just as heated now as it was
then.
Just last month, the Assem bly Appropri ations Committee stalled
action on a bill that would have indirectly changed the measure by
redefining when property transfers trigger reassessment for taxes.
Assembly Bill 188 by Assemblyman Tom Ammiano, D-San
Francisco, was aimed at raising assessments of business-owned
property when more than 100 percent ofthe ownership entity
changed hands in a series of transactions. Current law triggers
reassessment only when more than 50 percent changes ownership
in one transaction.
AB 188 was a partial movement toward what tax mavens call a
"split roll" - one that taxes different kinds of property differently.
A full split roll, however, would require a constitutional
amendment, approved by voters, to change Proposition 13's limits. Some liberal groups, especially labor unions, have
proposed such an amendment, saying that it would counteract a shift of property tax burden from business property
to residential property, but have not yet attempted to place one on the ballot via initiative.
Recently, a poll by the Pu blic Policy Institute of California asked a sample of voters whether they would support basing
commercial property taxes on "current market value" and 56 percent said they would. However, the California
Taxpayers Association, a business-backed organization, criticized the poll's methodology, saying that using the phrase
"current market value" did not "state that the pro posal in question would be a massive tax increase on businesses, and
did not include .any context that would let respondents know that such a tax increase would result in job losses, higher
consumer costs for goods and services, and higher rents for many Californians."
Cal-Tax followed up on that criticism Wednesday with a report contending that since Proposition 13's passage in 1978,
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The report, "Proposition 13 Revisited," which Cal-Tax says is based on data from the state Board of Equalization,
concludes that homeowner-occupied property bore 41.84 percent of the overall property tax burden in 1979-70 and
39.74 percent in 2011-12. Commercial property, it says, had 58.16 percent ofthe burden in 1979-80 and has 60.28
percent today.
Cal-Tax's argument with those who would change Proposition 13, however, may be as much about semantics as it
about numbers.
Cal-Tax includes residential rental units in its definition of commercial property, whereas those on the other si de often
exempt apartments and other rentals from their definitions. Increasingly, Californians are renters rather than
homeowners, and if one includes rentals on the residential side of the ledger, rather than on the commercial side, the
shift of tax burden cited by liberal grou ps may well have taken place
PHOTO: Paul Gann, left, and Howard Jarvis, hold up their hands on the night of June 7, 1978, as their co-authored
initiative Pro position 13, took a commanding lead in the California primaryAssociated Press file
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£os Angeles mimes
Corporations get big edge in Prop. 13 quirk
May 05,2013 -- Jason Felch andJack Dolan
In 2006, billionaire computer magnate Michael Dell, one of the world's richest men, agreed to pay $200
million for the Fairmont Miramar Hotel, a beachfront landmark in Santa Monica that long has been a retreat
for Hollywood starlets and U.S. presidents.
A few months later, Dell tore up the contract. He still wanted the hotel. But his attorneys had found a simple
way to reshuffle the deal to avoid a legal change in ownership.
The maneuver saved about $1 million a year in property taxes -- an option available only to businesses, not
homeowners, under the arcane rules governing Proposition 13.
The Miramar deal illustrates how businesses can easily -- and legally -- avoid property tax hikes under the
California ballot initiative passed in 1978. As a result, the state loses tens of millions of dollars in revenue
each year, officials estimate.

Voters overwhelmingly approved Proposition 13 out of a concern that homeowners, particularly the
elderly, would be forced from their houses by rising tax bills during a real estate boom. The law
ensured that property taxes were pegged at 1 % of purchase price, assessed value could rise no more
than 2% per year, and property was reassessed to full market value only when sold.
But large corporate property owners have been among the law's biggest beneficiaries, thanks in part
to loopholes such as the one Dell used.
Essentially, the law allows businesses to sidestep reassessment if no one acquires a majority stake in a
company that owns the property. Dell did that by bringing in his wife and two of his investment advisors as
partners -- with no one taking more than 49% control of the hotel company. With no change in ownership, it
continued to be taxed based on the 1999 property value of $86 million.
Los Angeles County assessors concluded it was a blatant tax dodge and raised taxes on the property.
A Superior Court judge disagreed, finding last December that the deal met the letter of the law. The county
has filed an appeal.
Dell declined to comment. Ifhe prevails, he will save more than $1 million a year, and taxpayers will probably
also owe him more than $2 million in tax refunds and legal fees.
Christopher Thornberg, founder of research firm Beacon Economics and a former economist at UCLA
Anderson Forecast, says the state has only itself to blame: "He didn't do anything wrong. He's saying to
California: Look, idiots, I just robbed you blind, and it's your own fault."

Shifting tax burden
Passed 35 years ago by more than 65% of voters, Proposition 13 remains highly popular among property
owners.
But during that period, the tax burden has steadily shifted from businesses to homeowners. In Los Angeles
County, for instance, homeowners have gone from paying a 40% share of the total in 1975 to 57% today.
That shift is fueling efforts by some Democrats to tinker with Proposition 13. Eight separate measures were
introduced this session. One, intended to close the loophole used by Dell, was recently tabled amid complaints
by businesses that it was "a job killer." The others remain long shots.

Public support is growing, however, for a more sweeping change. A December poll by the Public Policy
Institute of California found that 58% of likely voters favor a so-called split roll, in which commercial
properties would be reassessed periodically regardless of their ownership.
The change would require a popular vote to amend Proposition 13, which is enshrined in the state
Constitution, and would probably meet a wall of opposition from business owners, who complain they are
overtaxed in California as it is.
For now, state and local officials are bound by rules that even some architects of Proposition 13 warned were
ripe for abuse.
A year after Proposition 13 passed, state leaders began to grapple with the meaning of three words in the
initiative: "change of ownership."
In the case of a single-family home, the change is obvious: A new deed is filed with the county recorder,
triggering a reassessment The property is then taxed based on its current market value.
But the transfer of business properties is more complex. What changes hands often is not the property but
control of the legal entity -- a corporation,limited liability company or limited partnership -- that owns the
real estate. In those cases, no new deed is filed.
A legislative task force searched for a bright line signaling a transfer and concluded that there were only two
choices.
One was to require reassessment when a new company bought the property outright. The limitation of that
was that it would capture too few transactions. The other method would require it when a single person or
entity took control of more than 50% of a company that owned the property -- the majority-ownership rule.
Adopting the majority-ownership rule would lead to "monumental" enforcement problems, the task force
warned: "Noone, no matter how skilled and imaginative, can foresee ... every possible form of real property
transfer."
But the Legislature adopted it anyway, concluding it was the better of two imperfect solutions.
Today, the Board of Equalization relies on businesses to accurately disclose changes in majority ownership.
Assessors sometimes scan newspapers for big deals the board might have missed.
Often, buyers take majority ownership because other business advantages outweigh the tax benefit.
But the Miramar deal is not the only instance in which a wealthy buyer has used the majority-ownership
loophole to save millions.
In 2002, E&J Gallo, the world's biggest winemaker, purchased Louis M. Martini, which owned more than
1,000 acres of prime Napa and Sonoma County vineyards. None of the property was reassessed because
Martini was divided among 12 Gallo family members, none of whom acquired more than 50%.
Some of that property today is worth more than $150,000 an acre but continues to be taxed based on its 1975
value of a few thousand dollars an acre, according to Napa County assessor John Tuteur.
In 1998, a Canadian skiing conglomerate bought 58% of Mammoth Mountain resort, which had been familyowned for years.
The new owner, Intrawest Corp., argued that the property should not be reassessed because the deal did not
give it a majority of the voting rights in the company.
The county assessor concluded that challenging the ski resort in court would be too costly.

In 2005, it changed hands again. This time, the buyer bought majority control and paid for it in property
taxes: The assessed value almost doubled, bringing in an additional $1 million in annual revenue for Mono
County.

Texas tax fight
At the time Dell bid for the Miramar hotel with its 10-story tower and poolside bungalows, Forbes listed him
as the 12th-wealthiest person in the world. His fortune was estimated at $17 billion.
He had never been a fan of property taxes. In the 1990s, Dell had a protracted fight with the city of Austin
over the value of his 22,000-square-foot mansion.
The county appraised its value at $22.5 million, but Dell appealed, arguing it was worth $6 million at most.
Eventually the two sides settled upon a value of $12 million.
In 2006, Dell reduced the annual tax bill on his Texas ranch from $580,000 to $1,300 by qualifying for a
wildlife exemption, which required him to feed wild turkeys and hunt white-tailed deer on the 1,700-acre
property outside Austin.
He bid that same year for the Santa Monica hotel.
After discarding the first contract, Dell arranged for three partners to buy Ocean Avenue LLC, the holding
company that owned the hotel. A firm owned by Dell acquired 42.5%. His wife Susan's trust acquired 49%.
And a company set up by two of Dell's investment managers acquired the remaining 8.5%.
Dell reported to state tax officials that there had been no change in ownership. The Los Angeles County
assessor's office learned of the deal after reading about it in The Times.
Staff members asked a lawyer at the Board of Equalization whether they could consider the deal a change in
ownership. When the answer Was no, the county decided to reassess anyway and raised the hotel's taxes.
In a hearing before the Assessment Appeals board, county counsel Albert Ramseyer argued that the Dells
plainly took control of the property from the seller. He urged the board to "use common sense."
Dell lawyer Christopher Matarese responded that common sense is not the standard. He pointed to Revenue
and Taxation Code section 462.180(d)(s), which says that a husband and wife can acquire 100% control of a
property with no change of ownership as long as they split it 50-50.
"This court should not undo almost 40 years of change in ownership legislation because the assessor thinks
the law is 'too good to be true,'" argued Matarese.
In December 2010, the Assessment Appeals Board ruled for the county, concluding Dell retained "ultimate
control" of the hotel and had concocted the partnership to avoid reassessment.
Dell took the county to Superior Court. Five months ago, Judge Joanne B. O'Donnell struck down each of the
assessor's arguments and ordered the county to refund his taxes and pay Dell's legal fees.
As Los Angeles County pursues its appeal, Dell's team has announced new plans for the Miramar: a massive
remodel that would a dd a 21-story tower, making it Santa Monica's second-tallest building.
Local activists flooded a recent City Council meeting to object, saying it would turn Santa Monica into Miami
Beach.
To bring neighbors around, Dell's team has touted the economic benefits of the plan, saying it would
"generate important new revenue for Santa Monica ... money that will support our police, fire, schools and
parks."

211512014

Poll finds support for Prop. 13 change - SFGate

SUBSCRIBE

NOW»

57°F

SFGate
Saturday Feb 15, 2014 11: 16 AM PT

C{

Bay Area & State

Nation

World

®

0

Businesses

Crime

Tech

sfgate.com

Politics

San Francisco, CA (change)
Overcast
Today
Sun.
52/63
48/61

Obituaries

5 Day Forecast

Traffic

Sign In

Opinion

Green

Science

CA Health

Health

Education

I Register

Weird

Poll finds support for Prop. 13 change
Wyatt Buchanan
Published 9:01 pm, Wednesday, May 29, 2013

Online Restaurant Coupons
restaurant.shopathome.com
We Make It Easy To Dine & Saw. Find Online Restaurant Coupons Now!

Sacramento -5

296

A majority of Californians believe Proposition
13, the 1978 measure limiting property tax,
has been good for the state but would support
changing it to tax commercial properties at
their market value, according to a new poll.
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The survey by the Public Policy Institute of
California found that 58 percent of all adults
polled support the landmark measure but that
58 percent favor a split-roll property tax that lets homeowners keep Prop. 13's protections
while exposing business owners to higher taxes. Thirty-three percent oppose
such changes.
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"This is a change that may find its way to the ballot in the next few years, particularly if
you have Democratic supermajorities that may be inclined to test the waters on the ballot,"
said Mark Baldassare, president and CEO of the public policy institute.
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Such a change was proposed in a bill by Assemblyman Tom Ammiano, D-San Francisco,
but the measure was held in the Legislature and won't be heard again until at least
next year.
According to the survey, 64 percent of Democrats, 58 percent of independents and 51
percent of Republicans all supported splitting the property tax roll. Those results are
similar to what pollsters found when they asked the same question in January 2012 and
found support from 60 percent of all adults.
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But another change to Prop. 13 to make it easier to approve new taxes was not as popular
with those surveyed. Pollsters asked whether respondents would favor lowering the
http://WMV.sfgate.com.news/articleiPoll-finds-support-for-Prop-13-chang e-4559564.php
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threshold for passing local special taxes from a two-thirds vote to 55 percent of voters.

Lossip

Among all adults, 46 percent said they favor such a change, 44 percent said they opposed it
and 9 percent said they did not know where they stood on the idea.
"I don't think there is anything that compares with Prop. 13 in terms of the impacts it's had
on public policy and the steady support voters have shown for the basic concept over
time," Baldassare said.
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Other findings from the survey include:
Photo Galleries Displaying 1-3 of 40

-- 61 percent of those surveyed said they supported Gov. Jerry Brovm's budget plan, while
28 percent oppose it.
-- 55 percent said they prefer paying down debt and building a reserve, while 39 percent
said they prefer spending to restore cuts made to social services.
-- On gun control, 89 percent of those surveyed - including 88 percent of Republicans said they favor a federal law requiring a background check on all potential gun buyers.
-- More people oppose - 47 percent - than support - 39 percent - expanding the practice of
hydraulic fracturing to extract oil and natural gas.
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-- Brown's approval rating remains relatively high, though not as high as support for his
budget plan, with 48 percent ofthose surveyed approving of his performance, 31 percent
disapproving and 21 percent saying they don't know.
The results are based on a survey of 1,704 adults in California from May
error margin of plus or minus 3.8 percentage points.
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Resolution No. - - - A RESOLUTION OF THE TOWN COUNCIL OF THE _ _ _ SUPPORTING COMMERCIAL
PROPERTY TAX REFORM
WHEREAS, Proposition 13, passed in 1978, is unfair in that it allows commercial property
owners to avoid paying their fair share and has shifted the tax burden to residential property and away
from business, including everyday homeowners and working families; and
WHEREAS, the state of California continues to face chronic budget crises in large part because
Proposition 13 has forced the state to rely on more volatile revenue sources than the property tax, like
income taxes and sales taxes paid by working families that move in tandem with economic cycles,
causing deficits and requiring cuts to vital services that grow our economy and thereby worsening
economic downturns;
WHEREAS, regularly reassessing non-residential property would, according to an analysis of
data provided by the California Board of Equalization, generate at least $6 billion in additional revenue
for California, and shift the tax burden from homeowners, renters, and working families to
corporations and commercial landholders;
THEREFORE BE IT RESOLVED that the
supports commercial property
tax reform that will require non-residential commercial properties to be reassessed regularly while
maintaining Proposition 13 protections for residential property and small business owners; and
THEREFORE BE IT FURTHER RESOLVED that the San Anselmo Town Council will communicate
this position to other local elected officials.
The foregoing Resolution was adopted at the regular meeting of _ _ _ _ _ _ _ by the
following vote:
AYES:
NOES:
ABSENT:
ABSTAIN:

Town Clerk

ATTACHMENT #3

