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August 25, 2010 
 
 
 
Hon. Anthony J. Portantino 
Chair, Assembly Revenue and Taxation Committee 
State Capitol, Room 2203 
Sacramento, California 95814 
 
Subject: AB 1341 (Lowenthal), as amended August 2, 2010 – Sponsor 
 
Dear Assembly Member Portantino: 
 
The Judicial Council is sponsoring AB 1341 (Lowenthal) to resolve property tax issues that could potentially 
delay the Long Beach Courthouse performance-based infrastructure transaction project.  The core of the 
Administrative Office of the Court’s Long Beach Courthouse performance-based infrastructure transaction is a 
service contract where a private entity agrees to design, build, finance, operate and maintain a court facility on 
land owned by the Judicial Council.  The Judicial Council owns the court facility constructed on its land.  In 
return the Judicial Council pays the Project Company a fixed Service Fee under the Project Agreement.  The 
payment of the Service Fee is subject to appropriation.  The Project Company merely has the right to come on the 
Judicial Council’s land and provide services which are strictly controlled by the Judicial Council under the terms 
of the Project Agreement.  The Project Company will not be treated as owner of the court facilities for any 
purpose, including Federal tax purposes, and accordingly, the Project Company cannot depreciate the court 
facilities. 
 
This bill clarifies that for the purposes of applying Revenue and Taxation Code section 107(a) there is no 
possessory interest of a non-governmental entity in the Long Beach Courthouse authorized by Government Code 
section 70391.5 if several factors are met.  Specifically, those factors include that the non-governmental entity is 
required to design, build, finance, operate, and maintain the Long Beach Courthouse; the Judicial Council 
establishes performance expectations and benchmark criteria for the court facility proposal; the Judicial Council 
and other governmental entities have exclusive use of the Long Beach Courthouse land and improvements for 
court related activities for a term of 35 years; title to the Long Beach Courthouse land and improvements remains 
with the Judicial Council; the non-governmental entity will not be treated as owner of the improvements of the 
Long Beach Courthouse for any purpose; and, any lease or leaseback of land and improvements of the Long 
Beach Courthouse with the non-governmental entity is solely for the purpose of providing security for the 
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payment by the Judicial Council of the service fee.  The bill excludes any lease or improvements to the Long 
Beach Courthouse with a non-governmental entity used for commercial purposes. 
 
In June the preferred proposer on the project was selected and notified.  Over the next several weeks the 
Administrative Office of the Courts will be working with the selected proposer to complete the project agreement 
in order to secure final approval of the project from the Department of Finance late this year after which project 
construction can begin.  AB 1341 will ensure that the Long Beach Courthouse project can move ahead without 
any delay that may be caused by unresolved property tax issues.  The bill has been crafted to be specific to the 
Long Beach project and does not impact the possessory interest analysis for any other project.   
 
We have estimated that in the absence of AB 1341 an assessed possessory interest tax could result in a $3 to $5 
million cost to the State.  If the possessory tax interest is left unresolved this increased project cost could make the 
project no longer fiscally viable.  In that event, the AOC would look to a traditional public construction of the 
project which would delay the project (and the resulting jobs that would be created) at least 2–3 years and, as a 
publically owned courthouse, there would be no possessory interest.  Thus, either way there is no actual loss of 
possessory interest tax revenue.  As noted in the Senate Revenue and Taxation Committee’s analysis, without 
creating precedent or altering existing code, AB 1341 declares that the unique needs and nature of the Long Beach 
courthouse project and exempts its state functions from possessory interest taxation. 
 
The Long Beach Courthouse project is an innovative delivery arrangement which leverages the private sector’s 
access to financing, technological expertise, and management efficiency to quickly provide a high-quality facility 
that will serve the Superior Court of Los Angeles County’s needs and enhance the public’s access to justice.  In 
addition, the project will enhance the economic environment in Long Beach and Los Angeles through the 
immediate creation of jobs. 
 
For these reasons, the Judicial Council urges your “aye” vote on AB 1341. 
 
Sincerely, 

 
Curtis L. Child 
Director 
 
CLC/lmb 
cc: Members, Assembly Revenue and Taxation Committee 

Hon. Bonnie Lowenthal, Member of the Assembly 
Hon. Alan Lowenthal, Member of the Senate 
Mr. M. David Ruff, Principal Consultant, Assembly Revenue and Taxation Committee 
Mr. Alan Cooper, Consultant, Assembly Republican Fiscal Office 
Ms. Julia King, Consultant, Assembly Republican Office of Policy 
Ms. Fredericka McGee, General Counsel, Office of Assembly Speaker John A. Pérez 
Mr. Pedro Reyes, Special Assistant, Office of Assembly Speaker John A. Pérez 
Mr. Nathan Brady, Principal Program Budget Analyst, Department of Finance 
Mr. Anthony Simbol, Director of Criminal Justice, Legislative Analyst’s Office 
Ms. Kirsten Kolpitcke, Deputy Director of Legislation, Governor’s Office of Planning and Research 
Mr. Aaron Maguire, Deputy Legislative Affairs Secretary, Office of the Governor 
Mr. Dan Wall, Chief Legislative Advocate, County of Los Angeles 
Mr. Michael J. Arnold, President & Chief Executive Officer, Arnold & Associates 












	ab1341-062910-s-revtax
	AB 1341 - sen approps - 080210
	ab1341-082510-a-revtax
	ab1341-083110-gov
	ab1341-090310-cjltr-gov

