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A pricey proposition

Overhaul of Prop. 13 could cost
taxpayers millions to implement

By David M. Drucker, Sacramento Bureau

SACRAMENTO - A proposed initiative ending
Proposition 13 protection for commercial property
would cost Los Angeles County taxpayers more
than $26 million annually to implement, according
to an analysis by the California Assessors'
Association.

The Tax Fairness Act has received almost $2.4
million from a group of influential public employee
unions to circulate petitions placing the measure
on the June 2006 ballot. Proponents say it would

generate $2.8 billion per year in additional property

tax revenues statewide.

A CAA review of the proposal found it would be
difficult and costly for counties to implement, with
counties probably having to spend money fighting
lawsuits filed by owners of the reassessed
properties.

Los Angeles County Assessor Rick Auerbach
predicted he would have to hire 300 additional
appraisers plus support staff just to comply with it.
"It would be a very, very difficult thing to
implement. It's a very costly thing to do."

Since its passage by voters in 1978, Proposition 13

has kept property-tax rates low by limiting their
growth to 1 percent of the property's market value
and allowing the valuation to increase by a
maximum of 2 percent a year unless the property
is sold.

The Tax Fairness Act would allow commercial
property to be assessed at significantly higher
rates, more in line with their current value.
Revenue generated would be reserved for
education, transportation-improvement projects,
public safety and a property tax relief program for
senior citizens.

The Tax Fairness Act would funnel 50 percent of
the new revenue to K-12 education; $2.1 million of
the money raised to circulate the measure has
come from the California Teachers Association.

An additional $250,000 was donated by the
California Correctional Peace Officers Association

prison guards union, with $50,000 coming from the

Association of California School Administrators.

"Over the past 30 years, corporations have been
able to avoid paying their fair share of property
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taxes, and there has been a steady shift of the
property tax burden to homeowners," said Sid
Voorakkara, a spokesman for Californians for Tax
Fairness, a coalition of public employee unions
pushing the Tax Fairness Act.
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Passage of the Tax Fairness Act or other similar - Wilds full of edible fung
measures circulating for placement on the June
2006 ballot would increase the county assessor's $133 million-a-year budget by nearly 20
percent, officials said. Around 700 people are already employed; hiring 300 more
appraisers and the support staff would represent an increase in personnel of about 50

percent.

Anti-tax and business advocates, meanwhile, say the initiative is unfair and would cost
California jobs.

Gov. Arnold Schwarzenegger, campaigning for his budget overhaul initiative since calling
a Nov. 8 special election, has said his spending control measure is needed, in part, to
prevent Democratic lawmakers and their union allies from approving the kind of growth in
government expenditures that could ultimately lead to tax hikes, including a wholesale or
partial overhaul of Proposition 13.

"The governor has made clear he is against any rollbacks of Proposition 13 protections,"
said Todd Harris, a spokesman for Schwarzenegger's special-election campaign team.
"He understands that whether you're raising property taxes on residences or small
businesses, every working Californian will eventually have to pay the bill."

According to the Los Angeles County Assessor's Office, the value of the county's
commercial and industrial property in fiscal year 2004-05 was $155 billion, with that
number expected to hit $168 billion in 2005-06.

Commercial and industrial property will generate an estimated $1.7 billion in tax revenue
in 2005-06, but could ultimately total $2.1 billion.

The California Assessors' Association review of the Tax Fairness Act and similar
measures predicts a number of potential stumbling blocks related to implementation that
present both fiscal and practical problems for county assessor offices. In addition to the
increases in personnel and operating budgets, the analysis speculates that the initiative's
directives could be challenged by commercial property owners en masse.

Among the concerns: Which commercial properties would be chosen to be reassessed
first, as they cannot all be done at once and such properties are typically the most difficult
to assess. "Regardless, there would be myriad lawsuits," the analysis argues.

Also, Proposition 13, in keeping property taxes very low, has reduced the number of
appeals lodged by property owners. The reassessment of commercial and industrial
property, claims the review, would engender appeals "that would once again become a
very real burden for assessors."

David M. Drucker, (916) 442-5096 david.drucker@dailybulletin.com
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