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Property Tax Allocation Over Time
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B Californians pay over $33 billion in property taxes annually.
These revenues help fund school, community college, city,
county, special district, and redevelopment agency opera-

tions.

B Redevelopment’s share of property taxes has grown over
time. Redevelopment receives about 10 percent of property
taxes, over $3 billion annually.

B In Riverside and San Bernardino Counties, redevelopment
agencies receive about one fourth of all property taxes paid.
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2005-06 Proposition 98 Budget Summary

Dollars in Billions

K-14 Proposition 98

General Fund $36.2
Local property taxes 13.6
Total, K-14 $49.8

B Under California’s system of education finance, local prop-
erty taxes generally offset the state’s Proposition 98 funding
obligations for K-14 education.

B To the extent that redevelopment shifts property tax revenues
that otherwise would be allocated to K-14 education, redevel-
opment can increase state education costs.

B How much does redevelopment cost the state? The answer
is not clear, but probably at least hundreds of millions of dol-
lars annually.
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Proposed New Redevelopment
Project Areas Get Little State Oversight
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Over the last five years, local agencies created over 30 new
project areas.

Challenges to redevelopment agency blight determinations typi-
cally are brought by the county, environmentalist groups, or local
residents.

Despite significant fiscal interest in redevelopment, no state
agency regularly reviews proposed new project areas for compli-
ance with state law.

The Legislature gave the Department of Finance authority to
challenge proposed redevelopment projects, but it has done so
only once (Hemet 1992).

The California Attorney General has broad authority to enforce
state laws, but has used this independent authority to challenge
local redevelopment projects only twice over the past two de-
cades (City of Industry, 2001 and California City, 2005).
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State Redevelopment Oversight

A state agency could review all proposed redevelopment
projects, or only those that exceed certain quantified
measures.

The state agency could issue findings that are binding, or sub-
ject to local challenge.

The state agency could be the Department of Finance or the
California Attorney General.

Funding for project review could be raised from fees on local
agencies proposing redevelopment projects. The state
agency’s review could be subject to a time limit.

The Legislature could create an alternative form of redevelop-
ment, one that excludes K-14 property taxes from the

definition of tax increment. This alternative redevelopment could
be exempt from state oversight.
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