
Golden Gate University School of Law
GGU Law Digital Commons

California Assembly California Documents

10-29-1979

Implementation of Proposition 13 Volume I:
Property Tax Assessment
Assembly Revenue and Taxation Committee

Follow this and additional works at: http://digitalcommons.law.ggu.edu/caldocs_assembly

Part of the Legislation Commons, and the Taxation-State and Local Commons

This Committee Report is brought to you for free and open access by the California Documents at GGU Law Digital Commons. It has been accepted
for inclusion in California Assembly by an authorized administrator of GGU Law Digital Commons. For more information, please contact
jfischer@ggu.edu.

Recommended Citation
Assembly Revenue and Taxation Committee, "Implementation of Proposition 13 Volume I: Property Tax Assessment" (1979).
California Assembly. Paper 453.
http://digitalcommons.law.ggu.edu/caldocs_assembly/453

http://digitalcommons.law.ggu.edu?utm_source=digitalcommons.law.ggu.edu%2Fcaldocs_assembly%2F453&utm_medium=PDF&utm_campaign=PDFCoverPages
http://digitalcommons.law.ggu.edu/caldocs_assembly?utm_source=digitalcommons.law.ggu.edu%2Fcaldocs_assembly%2F453&utm_medium=PDF&utm_campaign=PDFCoverPages
http://digitalcommons.law.ggu.edu/caldocs?utm_source=digitalcommons.law.ggu.edu%2Fcaldocs_assembly%2F453&utm_medium=PDF&utm_campaign=PDFCoverPages
http://digitalcommons.law.ggu.edu/caldocs_assembly?utm_source=digitalcommons.law.ggu.edu%2Fcaldocs_assembly%2F453&utm_medium=PDF&utm_campaign=PDFCoverPages
http://network.bepress.com/hgg/discipline/859?utm_source=digitalcommons.law.ggu.edu%2Fcaldocs_assembly%2F453&utm_medium=PDF&utm_campaign=PDFCoverPages
http://network.bepress.com/hgg/discipline/882?utm_source=digitalcommons.law.ggu.edu%2Fcaldocs_assembly%2F453&utm_medium=PDF&utm_campaign=PDFCoverPages
http://digitalcommons.law.ggu.edu/caldocs_assembly/453?utm_source=digitalcommons.law.ggu.edu%2Fcaldocs_assembly%2F453&utm_medium=PDF&utm_campaign=PDFCoverPages
mailto:jfischer@ggu.edu


KF:. 

~AS 

IMPLEMENTATION OF PROPOSITION 13 

VOLUME I 

PROPERTY TAX ASSESSMENT 

OCTOBER 29, 1979 

Prepared By Staff Of The 

ASSEMBLY REVENUE AND TAXATION COMMITTEE 

WILLIE L. BROWN, JR. 
Chairman 

No. 748 



Implementation of Proposition 13 

Volume I 

PROPERTY ~ ASSESSMENT 

An Analysis of the Provisions of 
Legislation Enacted in 1979 Which 

Provide an on-Going System of 
Property Tax Assessment Under 

Proposition 13 

** ** ** 

AB 1488 (W. Brown and Hannigan) 
SB 17 (Ho1mdah1) 

AB 1019 (Hannigan) 
AB 1489 (Hannigan) 
AB 581 (Imbrecht) 

** ** ** 

October 29, 1979 

Prepared by Staff of the 

Assembly Revenue and Taxation Committee 

Willie L. Brown, Jr., 
Chairman 



I 

TABLE OF CONTENTS 

VOLUME I 

Assessment Be Proposition 13 
Statewide Trends in California 
Property Taxation 

II: in Assessed Values, 
County, 1977-78 to 1978-79 

III: Assessed Values, 
County, Local and State 

Rolls, 1978-79 to 1979-80 
Game 

Events of 1978 
Assessment System 

ANALYSIS OF PROVISIONS BY SUBJECT AREA 

Year Values 
ustment 

Declines Value 
Table IV: Value Changes For a Sample 

Property over a Period of Years 
Types Properties 

Ownership Purchase 
Bas Definition 
Inter spousal 
Joint Tenancy 
Tenancies-in-Common 
Trusts 
Leases 
Possessory Interests 
Legal Entities 

Affiliated 
Partnerships 
Housing Cooperatives 

Other Exc 
Newly Constructed 
Disaster Relief 
Assessment Appeals 
Taxpayer Reporting 
Effective Date 

APPENDICES 

I Article XIII A of the California Constitution 
II Proposition 13 Ballot Pamphlet Materials 
III Proposition 8 Ballot Pamphlet Materials 
IV Statutes in Effect for FY 1978-79 ONLY 

1 
2 

3 

4 

5 
6 
7 

9 
12 
13 
14 

16 
18 
19 
20 
20 
23 
24 
25 
26 
27 
28 
28 
28 
29 
30 
34 
35 
35 
36 

38 
39 
44 
46 



I 

v 

Statutes 
THEREAFTER 

1 
(2) 
(3) 
4) 

79) 
(2) Assessor's Letter: SB 17 

Base Year 
(3) Assessor's 

8 

5 

53 

7 

Cases 2 

VOLUME I 

PREFACE 
OF THE PROPERTY 

THE DEFLATOR 
HEALTH AND WELFARE 
EDUCATION FINANCE 

(Text 

PROGRAMS 

AB et 

* Avai le under separate 
ment committee, or 



I 



• 

Asses 

Through 
and personal 
market " 
knowledgeable 
for such a 
assessor of 
all property 
each lien 

In 

BACKGROUND 

both real 
on "fair 

, i.e. the price 
agree upon 

The 
to assess 
as 

assessor all 
every year. , be conducted 
periodic, 1 basis, of every three to seven Between 
physical reappraisals, assessors would often apply interim value 
increases on trending Legislation first 
took ef 1978 1 assessors to adopt an 
"orderly, sequential, cycl sal of all 
property" of no more than intent that 
all properties a county a property 
could be 

Since pas 
all property must 

of the Assessment Reform Law, AB 80 1966, 
of 

25% of va 
however, lag time 
tax roll. since 1974, 
real estate had driven 
higher than the assessed value 

Certain types of properties 

the 

form assessment 
was ss, 

market va s on the 
skyrocketing residential 

"real" values of homes far 
on the tax ro ls. 

assessment treatment under space, 
agricultural lands, and hi properties subject to special 
contractual limitations on use; timberland zoned as timberland 
preserve; property owned by a government enti but located out-
side of its own golf courses. Such 
properties were subject to current rather than 
their highest and best use, s 
from the property, rather 
In addition, the value of s 
that use only, if located 
use. 

Except for properties subject to formula based 
current use, was no limitation on the allowable increase 
in assessed value applied to any given property, market conditions 
warranting. Table I shows the trends of assessed value s 
in recent years, before and after passage of Proposition 13. Tables 
II and III show assessed values by county for 1977-78 through 1979-80. 



N 
I 

Statewide 
Rate 

assessment value 

Propertv Tax 

% Growth 

• 
I 

STATEWIDE TRENDS CALIFORNIA PROPERTY 
1973-74 to 1979-80 

$67, 78 ,2 2 $93,717 $ $120 116, 
(f 

7.1% 10. % .3% 13.3% 13.8% . • 4 

$11.15 $11.24 $ . $11 $10.68 $ $4. 

(b) $7,501 $8,351 $9,369 $10,487 ,395 $12,4 $5 592 

4,2% 11.3% 12.2% 11.9% 9.2% 9,5% 9.1% 

(a) assessed value "net of all other exemptions" besides the homeowners 
and business inventory exemptions 

$ 

$6. 

(b) property tax revenue plus state subventions for homeowners and business 
inventory exemptions 

(c) estimated figures for 1978-79 IF Prop. 13 had not been enacted 

(d) ACTUAL figures for 1978-79 under Prop. 13 

(e) estimates 

(f) Timber was first exempted in 1977-78; if timber was excluded from 
1976-77 assessed value to make comparison on an equal basis, the 
increase would be 14.2%, not 13.8%. 

Source: State Board of Equalization 



TABLE II 
GROWTH IN ASSESSED VALUE, l977-i8 TO 1978-79 
INCLUDES STATE ANU LOCALLY ASSESSED PROPERTY 

INCLUDES HOMEOw'NERS AND BUSINESS INVENTORY ~XEMPTIONS 
EXCLUDES ALL OTHER EXEI !PTIONS 

All Values in Thousnnds 

% CHANGE 
CHANGE IN FROM 1977-78 

1978-79 A.V. 1978-79 A. V. 1978-79 A.V. TO 1978-79 
fQmi!!. 1977-78 A.V. AS OF 9/78 9/78-4/79 AS OF 4/79 AS OF 4/79 

Alameda $ 5,287,512 $ 5,344,290 $ 16,419 $ 5,360,709 1.4% 
Alpine 16,732 17,378 - 46 17,332 3.6 
Amador 117,027 127,853 - 634 127,219 8.7 
Butte 564,938 652,867 1,156 651,711 15.4 
Calaveras 130,372 136,330 - 602 135,728 4.1 

Colusa 140,754 157,468 - 758 156,710 11.3 
Contra Costa 3, 720,494 4,085,252 - 19,756 4,065,496 9.3 
Del Norte 69,261 83,086 54 83,032 19.9 
E1 Dorado 416,315 519,194 6,366 512,828 23.2 
Fresno 2,112,104 2,656,275 6,612 2,649,663 25.5 

Glenn 151,063 193,111 - 7,602 185,509 22.8 
Humboldt 474,129 532,865 - 624 532,241 12.3 
Imperial 383,135 392,194 733 392,927 2.6 
In yo 123,688 136,621 822 135,799 9.8 
Kern 2,624,873 3,019,640 71,498 2,948,142 12.3 

Kings 318,736 332,834 - 3,385 329,449 3.4 
Lake 174,303 181,192 9,536 190,728 9.4 
Lassen 85,570 93,578 - 185 93,393 9.1 
Los Angeles 31,289,965 32,594,122 2,770,362 35,364,484 13.0 
Madera 314,563 340,355 506 340,861 8.4 

Marin 1,488,132 1,393,857 9,995 1,403,852 - 5.7 
Mariposa 62,093 63,087 - 298 62,789 1.1 
Mendocino 290,387 355,662 893 356,555 22.8 
Merced 528,243 647,933 1,119 649,052 22.9 
Modoc 65,726 81,562 - 127 81,435 23.9 

Mono 101,826 108,109 - 186 107,923 6.0 
Monterey 1,516,398 1,610,973 - 1,161 1,609,812 6.2 
Napa 484' 352 481,889 - 350. 481,539 .6 
Nevada 241,164 259,926 - 142 259,784 7.7 
Orange 10,168,401 10,333,345 - 24,685 10,308,660 1.4 

Placer 524,437 639,499 3,417 636,082 21.3 
Plumas 148,053 168,644 - 209 168,435 13.8 
Riverside 2,433,833 2,878,351 - 10,422 2,867,929 17.8 
Sacramento 2,487,222 2,961,808 - 745 2,961,063 19.1 
San Benito 123,021 138,434 - 375 138,059 12.2 

San Bernardino 3,054, 723 3,383,199 22,168 3,405,367 11.5 
Slut Diego 7,507,473 7,885,300 10,202 7,895,502 5.2 
San Francisco 3,679,181 4,025,181 - 29,339 3,995,842 8.6 
San Joaquin 1,436,429 1,669,022 8,858 1,677,880 16.8 
San Luis Obispo 747,258 897,132 - 2,312 894,820 19.7 

San Mateo 3,863,871 4,026,317 - 4,691 4,021,626 4.1 
Santa Barbara 1,402.530 1,554,016 - 9,565 1,544,451 10.1 
Santa Clara 6,502,241 6,781,326 33,049 6,814,375 4.8 
Santa Cruz 844,876 877,346 - 3,296 874,050 3.5 
Shasta 477,838 545,384 9,637 555,021 16.2 

Sierra 19,718 25,011 - 305 24,706 25.3 
Siskiyou 194,785 218,420 - 1 218,419 12.1 
Solano 823,363 889,604 5,025 884,579 7.4 
Sonoma 1,259,769 1,461,443 3,096 1,464,539 16.3 
Stanislaus 1,022,033 1,280,319 - 2,801 1,277,518 25.0 

Sutter 299,006 328,188 152 328,340 9.8 Tehama 164,799 179,52b - 1,949 177,577 7.8 Trinity 50,482 58,977 437 59,414 17.7 Tulare 878,611 930,597 3,387 933,984 6.3 Tuolumne 148,549 177.745 - 144 177,601 19.6 

Ventura 2,449,784 2,381,901 1,445 2,383,346 - 2. 7 Yolo 551,5W 598,961 4,915 603,876 9.5 Yuba 136,731 157,470 - 407 157,063 14.9 
-3-



13,539 185,509 
534,050 

21 
12,168 135,799 

168,326 2,948,142 

1,403,852 
62,789 15.8 

351\,555 12.8 
649,052 12.5 

9,159 81,435 74,668 

107,923 
140,888 

259,784 
10,308,660 11,685,142 

165,551 3,325,016 
3,297,749 

143,336 

378,750 3,405,367 3,643,652 
576,621 7,895,502 8,867,802 

4 

252,755 

131,007 
78,220 

242,006 
18.2 

2,574 

51,590 

368,176 12.4 
22.7 

S2,643 

17.789 9.9 

$6.922,273 



New Rules of Game 

of ition 13 on June 6, 1978, dramatically 
changed the game by which property tax assessments 

ifornia (see Appendix I for current text of 
Appendix II for ballot arguments for 

are played 
Article XIIIA, 
Proposition 13 ) . 

Although the most renowned provision may have been its 
slashing of property tax rates due to its limitation of property 
taxes to one percent of full cash value of real property 
(Section 1 of Article XIIIA} r the provision which has caused 
unending controversy since its passage has been the assessment 
restrictions of Section 2(a). This section essentially defines 
"full cash value", and as originally enacted by Proposition 13 
read as follows:l 

The full cash value means the county assessors 
valuation of real property as shown on the 1975-76 tax 
bill under "full cash value" or, thereafter, the 
appraised value of real property when purchased, newly 
constructed, or a change in ownership has occurred 
after the 1975 assessment. All real property not 
already assessed up to the 1975-76 full cash value may 
be reassessed to reflect that valuation. 

Section 2(b) of Article XIIIA provides for an annual 
inflationary adjustment not to exceed two percent, and originally 
read as :1 

----·---------------------------------~-

1. 8 of the November 1978 ballot further revised 
Artie XIIIA; 
cash value" 
be more 

Sec 2(a) was amended by substituting "full 
"tax levels~ a change ultimately turning out to 

substantive. 

Proposi 8 also added the following language to Section 2(a): 

s section, the term "newly 
include real property which is 

reconstructed after a saster, as declared by the 
Governor, the r market value of such real 
property, as reconstructed, is comparable to its fair 

prior to the disaster. 

and to the end of Section 2(b): 

See 
and 

or be reduced to reflect substantial damage, 
destruction or other factors causing a decline in value. 

sections for further discussion of Proposition 8 changes, 
III for ballot arguments. 

-5-





When reconvened the July recess, two 
more months of the 1978 session, and an effort was made 
to enact one substantive implementation bill, SB 2223. 
This measure to gain final passage in the waning hours of 
the session, however leaving the final word on Proposition 13 in 
1978 to the courts, and to the electorate. 

On October 25, 1978, the California Supreme Court in the 
case of Amador Valley Joint Union High School District et.al. v. 
State Board of Equalization (22 Cal 3d 208; 1978) rendered the 
decision that Proposition 13 was constitutional. One of the 
major points argued was that the reassessment upon change in 
ownership would create disparities in tax burdens for identical 
homes receiving the same level of government services, depending 
on the date the property was acquired by the current owner. 
This "equal protection" argument was rejected, although the Court 
left the door open to further review, stating that their opinion 
did "not preclude subsequent challenges to the specific meaning 
or validity of those enactments." (See case exerpts in Appendix VIII.) 

There are a number of other thorny legal issues currently 
being litigated; these are enumerated in Appendix VIII, along 
with the major cases and their status as of October 1979. 

On November 7, 1978, the voters approved the first, and so 
far only revis to le XIIIA of the Constitution. 
Proposition 8 property restored after certain disasters 
to escape reassessment as "new construction", and more signifi-
cantly, allowed for declines value resulting from "substantial 
damage, destruction, or factors causing a decline in 
value." 13 as enacted did not appear to recognize 
the poss value declines. 

Appendix IV 
rules, in ef 
ONLY. 

ludes the statutes, and Appendix V the Board 
on October 2, 1978, for the 1978-79 fiscal year 

a Permanent Assessment 

session, was 
implementing set to 
bills were subsequently 
property tax assessment 
1979), AB 1488 (Chapter 

returned in January to open the 1979 
with a body of Proposition 13 

expire after June 30, 1979. Three major 
enacted which establish an ON-GOING 
system: SB 17 (Chapter 49, Statutes of 
242), and AB 1019 (Chapter 1161). Other 

changes were 
(Chapter 1188). The 
work and 
Admini 

AB 581 (Chapter 1075) and AB 1489 
basis for most of these revisions was the 

made by the Task Force on Property Tax 
"Task Force") a broad-based group of 

-7-
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see 
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to 

means 
base year 1 

an assessor 
property if that 

1975 1 
determine 

too low 
property at 

assessor 
(Section 

inspec o 
s. All 

, but the terms 

the 
27, 1978, 



Board rule 460 fol language, Board 
11 Assessor's Letters" of July 28 and August 1 , 1978, say that 
assessors should increase values in such instances. This 
situation remained unresolved during 1978, and wide disparity of 
practice existed among assessors on establishment of 1975 values 

the first post-13 assessment 1 of seal year 1978-79.6 

Court Action and SB 17. On 15, 1979, an Alameda 
County Superior Court ruled, in one several cases 

state, that Alameda County had no authority to increase the 
value of any property that had been appraised for the 1975 1 
date (Holmdahl v. Alameda County Assessor and State Board of 
Equalization, No. H-55317-9). The effect of the ruling was 
limited to that one county. 

Coincidentally, the first assessment practice bill to be 
signed in 1979, on May 1, was SB 17, which was authored by 

Holmdahl, the successful plaintiff in that Alameda County 
case. SB 17 sought to clarify the application of 1975 base 
values statewide, along the lines of the court case. 

In the form as unanimously approved by the Senate, SB 17 
originally provided that for any property "appraised or reviewed" 
for the 1975-76 fiscal year, the base year value would be the one 
appearing on the tax bill; if there was any change in value from 
1974-75 to 1975-76, that meant a property had been "appraised or 
reviewed" 1975, and thus that became the 1975 base year value. 
For 1 other property a new 1975 base value would be established 

actually used in establishing assessed values 
comparable properties, and the assessor was directed to 

value of comparable proper actual reappraised 
bill also required a reduction of 1978 value on any 

the extent it the proposed base year value, 
either as a reduction in subsequent tax 

report reviewed 
ly, and found that out 

of the 1978-79 assessment 
of 47 counties surveyed, 20 

1 parcels except those 
revalued all properties to full 

, 1975, even if they had 
1; and 12 counties adopted the actual 

roll as base year value for 
no at all. 

for the 1975-76 tax 
market value as of March 

reappraised for 1975-76 
values on the 1975-76 

their 1978-79 tax rolls, 



(1) 

2) 

7. 

decrease 
Statutes 
on s 

) . 

7 

2, 
letter 



(5} Any reductions in 1975 year value resulting 
from SB 17 are made retroactive to the 1978-79 
fiscal year by either credits on the 
1979-80 tax bill the amount of the previous 
year's over-payment, or refunds on or before 
June 30, 1980 (Section 2 SB 17, Chapter 49, 
Statutes 1979) .8 

Inflation Adjustment 

The value of each property which is not newly constructed 
or purchased, or which does not change ownership or decl 
value (see following section) is increased automatically by two 
percent over the previous year, or by the percentage change in 
CPI if that is less than two percent. This is known as the 

base year value (Section llO.l(b)). This provision was 
by SB 154, and has not been changed by subsequent 

Although the language Proposition 13 is "the ful 
value base may reflect from year to year the inflationary 

rate not to exceed two percent" (emphasis added) , both statute 
Board Rule 460(b) (5) state that the value shall be increased 

two annually. The reason for the mandatory application 
to ensure statewide uniformity of practice, and to 
apparent intent of the initiative's authors in 

to two percent, not zero.9 

8. Assembly Revenue and Taxation Committee SB 17 was 
approved only after the retroactivity was deleted. 

governments urged this because of an estimated $ 
revenue loss. Subsequently, however, the Committee 
SB 17 and reversed position, and voted 

to reinsert the ty and include an 
appropriation for $75 mil to cover local revenue losses. The 
Ways and Means Committee then struck the appropriation, and SB 17 
went on to enactment with the retroactivity provision but no local 
government reimbursement. The Auditor-General's report, released 
subsequent to this action, and based on data from individual 
counties,indicated a revenue loss attributable to retroactivity o 
closer to $20-25 million. 

9. Proponent's ballot argument 
states part that the measure "1 

ses two percent per " 

favor of Proposition 13 
yearly market value tax 



2) 

lL 

a new 
if the 

value, 

market 
5 (c) f 

. In 

are ordinarily 
net 

l} . 

te 



$150K 

$lOOK 

$50K 

$0 

TABLE IV 

VALUE CHANGES FOR A SAMPLE PROPERTY 

OVER A PERIOD OF YEARS 

Explanation of Table 

The table below illustrates the changes in value for a 
hypothetical property from 1975 to 1977 (pre-Proposition 13) 
and from 1978 to 1989 under the present legislation imple
menting Prop. 13. Shown are the effects of a change in 
ownership, a decline in value, and value changes due to a 
disaster and subsequent reconstruction. The table charts the 
relative levels of full cash versus factored base year values, 
while the narrative on the facing page explains the hypothetical 
details to these various changes in value. 

... actual assessment 

0 assessment IF full cash 
value was the basis 

----- factored base year value level 

TEMPORARY BASE 
VALUE ACCORDED 
DAMAGED PROPERTY 
PENDING RECONSTRUCTION 

=temporary base year value level 

--full cash value level 

1975 76 77 78 79 80 81 82 83 84 85 86 87 88 89 

LIEN DATE 
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4. 
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6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. The 
the 

ill us
given 

in ownership 
is equal to 

value 
a 

,596. 

$84, Since 
factored base value, 
, this lower value 

value. 

which 
latter 

%to $ll7,035 

full cash value 
base value 

con-

on 
the 



is offset by 
asses 

separately, 
iation of the 

land or 

reappraise all 
of the 

owners who feel 
this to the 

ions 
to, and 

use value 
permit use value 

land, agricultural 
Special assessment 
a government out~ 

same 
6 of 1976 

the 
suant 

be 
Article 

this 

434.5}. 
1975 

were 
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However, space 
Act contracts are 

enacted subsequent 
at a level no 

) 

1978-79 
property's 1975 

s rule 
practice 

or the owner 
e)) • If 

use value formula under the Act produces a lower 
such value 11 be tead. The approach 

year will vary depending whether farm is 
The " " only the consent of 

, since they are a to the contracts. The 
s change is to al additional pass-on 

13 savings to , as an 
space contract. se, 

anyway by cancelling or 
those cases would 

lliamson Act, rather than a 

for trees and 
are taxable pursuant to 

three years, than 
planted (Sec 

1 and gas 
Force debated at some length 

separate treatment of these properties; 
not to. No statute has been enacted, although 
does address 

proven reserve 
production 

favor of annual 

of these properties. 

, pumping and the 
"new construction", 

in ownership". 
1 value, 

1975 base year until 
hands. 

rule, , 1975 base values are appl 
to reserves, current values apply only to 
new reserves. Such new reserves may result from actual 

OR from price make to 
expensive and deposits. 

become deregulation of 

1 
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Basic Definition 

A "change in ownership 11 

present transfer of an 
beneficial use thereof, the 
equal to the value of fee 
ownership for consideration 

Section 60 as "a 
property, including the 

which is substantially 
A "purchase" is a change of 

67) • 

The rationale this basic is important. As 
conceived by the Task Force whose work led to the adoption of 
AB 1488, the general de would be controlling in all cases 
where a more specific provis to contrary was absent. The 
general de provides a co£listent, three-part test for 
determining change in ownership: 

(1) It transfers a sent interest in real property. 
This element necessary to protect a variety of 
contingent or inchoate transfer from unintended 
change in ownership treatment, including future 

sts, revocable transfers (including wills) 
and transfers with li estates. 

(2) It transfers the benef use of the property. 
Beneficial use is necessary to protect 
custodianships, guardianships, trusteeships, 
security interests, and other fiduciary 
relationships from unintended change in ownership 
treatment. For example, a buys land for 
his minor son, taking title as custodian for the 
son. IS a change in ownership when the 

buys the property, , when the son 
reaches majority and gets the property outright 

is no change ownership. This is because 
the father never had the beneficial use of the 
property. The son was the real owner from the 
outset and when he reached majority there was no 
transfer of the fie use. 

(3) The property r are substantially 
equivalent in va interest. This 
test 1s necessary WHO is the 
primary owner of the at any given time. 
Often two or more interests in a 
single parcel of , such as with 
leases, where the owns the reversion, 
and the tenant, the leasehold interest. Suppose 
the landlord sel s proper subject to the 
lease and the see ass the lease. Which 
sale or transfer is the change in ownership? The 
purpose of element, therefore, is to 
avoid such complexity by identifying 
the primary owner, so that a trans by him 

11 be a owner when it occurs 

14. See Task Force (supra note 2 at pages 38-40} 
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three major 

AB 1488 and 
treatment of 
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trigger for 
interest 
benefit of 

reassess 



• 

like rights under a trustf is 
survivorship. Thus, the to the general 

sent law is for any transfer of a j 
where the transferor remains as one of 

a the transaction (Section 62(f)). The 
tenancy interest, however, is generally deemed a 

, which is the reverse the earlier policy 

Reappraisal of fractional s 
burdens on assessors, to reappraise the ENTI 

a change a single co-owner 
would be inequitable to the remaining co-owners. However, 
this is what SB 154 did. Whi far easier to 
this policy was also reversed in AB 1488, although Section 65(b) 
does provide that undivided interests of s than f percent 

11 NOT reappraised (Section 65(b)). For purposes this 
transfers during the to "affiliated transferees" i.e , 

members other than the transferor's spouse, business 
s, or legal entities under common ownership, are 

(BOE Rule 462(b) and statute). 

Operation of Present Law. In determining whether a jo 
transaction constitutes a change in ownership, f 

extent to which the property would be reappraised, AB 1488 
and AB 1019 refined concept of an "original 

II 

transferor" is one or more persons who hold 
interests in property immediately after a 

of the previous original owners occurs. For joint 
cre~ted prior to March 1, 1975, it is rebuttably 

that all owners as of that date are original trans 
spouse an original transferor is also considered to 

transferor, even if he/she was added as an owner 
acquisition. After the point in time at 

ownership is established, no subsequent joint tenants 
who are added to the current ownership (except the spouses just 

) are treated as 11 transferors" (Section 65 a)). 

applying the general s noted above, are two 
or exceptions where a joint transaction is NOT 

ownership 

1 termination of an "original transferor's interest", 
IF that interest in transferrre~ (a) £y operation of 
law, i.e., upon death, and (b) in whole or in part to 
the remaining original transferor(s) {section 65(a 1) 
However, if the transfer is intervivos, or whol to a 
non-original trans or there are no 
original transferors, then the ENTIRE of 
property held by that 1 transferor PRIOR 

of the joint 11 be reapprai 
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(2) Any termination of the j tenancy interest of 
OTHER than an original trans , IF the 
interest is trans to an original transferor 
or else to all remaining joint tenants (Section 
65(a) (2)). If that interest goes in whole or in 
part to a NEW party beyond the current joint 
tenants (including original transferor(s)), then 
a change in ownership DOES occur, and a 
reappraisal will be made of the proportional 
interest transferred, in accordance with the 
general rule. 

Examples. This rather complex treatment is designed to 
protect family joint tenancy interests, and those of original 
owners. The following examples show the operation of these 
provisions: 

(1} A brother and sister have owned a home as joint 
tenants since 1952. The brother dies in 1980, 
and by operation of law his interest vests in 
the sister. Result: no reappraisal, since the 
sister received the entire interest, as a co
original transferor. In 1985, the sister dies. 
Result: 100% reapprai 

(2) Husband A purchases a home in 1968, and becomes the 
original transferor in 1976 by virtue of Wife B being 
added as a j tenant. She also becomes an original 
transferor, as A's Son C is added as a 
joint tenant 1980. Result: no reappraisal 
because original trans remain as joint 
tenants after the transfer. Son C subsequently 
transfers his st whol to his parents. 
Result: no reappra because interest of non-
original trans in original 
transferors. 

(3) Original sole owner A (s 1976) creates a 

(4) 

joint tenancy with B 1979, resulting in A 
and B as joint tenants (note that B is NOT an 
original transferor . A , leaving B 
as sole owner. Result 00% reappraisal since 
the original trans ) held the entire 
portion of property to creation of the 
joint tenancy 

Two friends, X and Y 
as joint tenants 1978. 
original transferors 
associates R and S as 
no reappraisal. 

2 

a small business 
In 1980 they become co

Y s spouse and 
tenants. Result: 



• 

Tenanc 

common i 
65(b). As 
interest 
percent te 
transfer 
of holding 
proportional 
tenancy-

15. 

, 
one-half 

Y unless 
case the 
Y's spouse 

Y, a 20% 
one-fifth 

other alone, 
lar 20% 

the one-fifth 
only to 
joint 

transferor 
ing inter

transferors 

in, are for 
not inclusive of 

tenancy transfers. 

However, any 
in the method 

the 
as a partition of a 
62(a)). 

be equal. 



Trusts 

Similar to the approach taken in SB 154 for joint tenan
cies, the creation of trusts in 1978-79 was a change in owner
ship. Under AB 88, the creation AND termination of trusts 
still generally constitute a change in ownership: however, 
the key rests in whether the trust is revocable or irrevoca
ble, and who the beneficiaries are. For example, a change 
of ownership of trust property occurs (a) when a revocable 
trust becomes irrevocable, unless the transferor or the trans
feror's spouse-remains or becomes the present beneficiary of 
the trust, and (b) when neither the transferor nor the trans
feror's spouse is a present beneficiary upon creation of an 
irrevocable trust (Section 6l(h)). Exceptions to the general 
rule are indicated below. 

Transfers of real property to a trust are NOT a change of 
ownership if: 

(1) The transferor or the transferor's spouse is 
the present beneficiary of the trust (Section 
62 (d) (1) 1 63) • 

(2) The trust is revocable (Section 62(d) (2)). 

(3) The transferor retains the reversion and the 
beneficial interest(s) created does not exceed 
12 years in duration (also known as Clifford 
Trusts; Section 62(d) last clause). 

(4) The exemption afforded "interspousal transfers" 
applies (Section 63- See explanation above). 

(5) The transfer is from one trust to another and 
meets the requirements of (1), (2), (3), or (4}. 

Termination of a trust or portion thereof is NOT a change 
of ownership if: 

(1) The trust is irrevocable and for 12 years or 
less duration, and on termination the property 
reverts to the trustor or the trustor's spouse 
(Section 62(d) last clause). 

(2) The exemption afforded interspousal transfers 
applies (Section 63). 

(3) Termination results from the transferor's 
exercise of the power of revocation (Board 
Rule 462(h)). 

Thus, given the typical estate planning trust where the 
surviving spouse receives income for life with reversion to 
the children, reappraisal does not occur until the death of 
the spouse. 
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The Governor did veto AB 156, and his veto message read 
as follows: 

"I am concerned with the substantial fiscal impact 
AB 156 will have on State and local government. The 
Legislature should reconsider this measure to insure 
that necessary amendments to implement Article XIIIA 
are made without the fiscal consequences presently 
contained in this bill." 

As a result, the contents of AB 156 were incorporated 
into AB 1488, without the retroactivity, and it was this 
latter bill which was finally enacted, forming the basis 
for property tax assessment law for 1979-80 and thereafter. 

* * * 
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so~e 

oil growth in assessed 
measure would roll back the 

5. 
authorize 
districts to impose 
they receive approval 
taxes could not be 

Text of Proposed Law 

counties. 

proposes to add a new Article XIII A to the 
proposed to be added are 

are new. 

ADDITION OF 
ARTICLE XIII A 

ARTICLE XIII A 
The maximum amount of anv ad valorem tax on 

( 1% i of the full cash value 
( 1% j tax to be collected bv the 

nnnrt·inrtPrl .~r-•'r>rrfir:to- to law to the districts within the 

The limitation provided for in subdivision (a) shall not apply 
valorem taxes or special assessments to pay the interest and 

relten?Dtwn on indebtedness approved by the voters 
becomes effective. 

The full cash value means the Countv Assessors 
1975-76 tax btliunder ''full 

1·afue of real property when 
Ill ownership has occured 
not already assessed up to 

the 1975-76 tax levels 
(b) The fair market 

inllationarv rate not to 
or reduction as shown in 
data for the area under 

Section J. From and 
changes in State taxes 
COflecfed pursuant theretO w/o,,c.N?Pr 

methods of computation 
than two-thirds of all mt>nJbe;rs 
the Legi5lature, 
property, or sales or tr~·n"·lrtmn 
may be imposed. 

4. 

transaction tax or 
City, Count.v or 

Section 5. This article shall take 
on july 1 following of this An1Pt;•rlnw 
which shall become 
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Effect: 
This measure 

on state 

Local 

2. 
current 
part 
agree to so. 

/[these property tax revenue losses were substantially 
local governments maintain the 

goverrumfmt services and ---··P!!)}nrn""n 



Lin1itation-Initiative Constitutional 

Arguments in Favor of Proposition 13 

value, requires To 
the legislature to raise any ABILITY OF 

mn1rln"t value tax raises to 2% per Proposition, 13. 
tax raises to be approved by the 

amendment? President Carter said HOWARD 
..~,_ , Chllirm.tm, Organiutiom of Tsxpayers 
Ulllgrace . , 
to local governments at about PAUL GANN , _ 

as claimed by the state finance President, Peoples Advocste 

. . 
amendment DOES NOT reduce property tax 

The Legislature will not act to 
As a Senator and for 11 
totally frustrated 
meaningful property tax bill. 

What Ronald Reagan describes as the "spenders ~:u<~nutJu 
of sp:ndthrift politicians and powerful special interests are 

- spending millions to defeat Proposition 13. 
Your Yes vote will NOT require a reduction of vital services 

like police or fire, nor tax increase. Your Yes vote 
require a tough Govemor the lead in cutting w.<LI:tiPfl'u 

wmecessary government spending 10 to 15% . . 
More than 15% of all governmental spending is w!u:tAiil 

Wasted on huge pensions for politicians which sometimes 
approach $80,~_per year! Wasted on limousines for elected. 
officials or taxpayer paid junkets. Now we 
opportunity to trade waste for property tax relief! 

H we want to permanently cut property taxes about 
we must do. it ourselves. Join Democratic Senator 

exe!mt•tio:ns senior citizens. DOES NOT remove tax 

"Bob" Wilson and me, a Republican Senator, in voting Yes on 
Proposition 13. 

ns churches or charities. DOES NOT prohibit the 
operty tax . for schools. '. 

JOHN V. BRIGGS 
State Senator, 35th District 

Rebuttal to Arguments in Favor of Proposition 13 

wo··tn1rns of the tax :relief to . BUSINESS, 
owners and apartment house · 

LOCAL CONTROL over neighbOrhood 
program funding to state and. federal 

government bureaucracies; · 

PROVIDES absolutely NO TAX RELIEF for RENTERS; 

drastically ponce patrol services and fire 
while INCREASING home insurance COSTS by 

to 300%; • · 

taxes to preserve CRmCAL SERVICES. 
ta,x, substantially increasing the income 

inc:reflSir:liZ the bank and corporation tax by 500% are 

J.Ld'L:u:lr-"" current local funding ·for PARKS BEACHES 
MUSEUMS, LIBRARIES and PARAMEDIC PROGRAMS; 

PE1VALIZES our school CHILDREN by CUTIING 
school budgets by nearly $4 billi~n, further 

of education; 

INCREASESyour state and INCOME TAXES 
HANDS the IRS nearly $2 BILLION of your tax dollars. 
Check the FACI'S. Talk toyou:r local officials; to your 

schools and talk to youl' business and labor organizations 
demand to know what cutbacks in essential services would 
occur if Proposition 13 passes. · 

JOIN the LEAGUE OF WOMEN VOTERS 
CALIFORNIA TAXPAYERS ASSOCIATION 
LOS ANGELES CHAMBER OF COMMERCE 
LEAGUE OF CITIES 
ICOU!\TTY SUPERVISORS ASSOCIATION 
CALIFORNIA RETAILERS ASSOCIATION 

and countless others who are · opposed to 
, IRRESPONSIBLE MEASURE CUTS fl BILLION 

from critical services. 
VOTE NO ON 13! 

HOUSTON L FLOUR.!IJOY 
DemJ, Center for Public Affairs, 

University of Southem CILlifornia 
FoT111e'r State ~ntroller 

TOM BRADLEY 
M11yor, City of Los Angeles 

GARY SIRBU 
Sute Chlllin:ww, Cslifomis Common Cause 

e are the opinions of 
58 or accuracy by any official agency. 
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PROPERTY TAX ASSESSMENT STATUTES IN EFFECT FOR 

110. Except as is otherwise provided in Section 110.1, 
"full cash value .. or "fair market value" means the 
amount of cash or its equivalent which property would 
bring if exposed for sale the open market under 
conditions in which neither nor seller take 
advantage of the both with 
knowledge of all purposes to the 
property is adapted which it is capable of being 
used and of the restrictions upon those uses 
and purposes. 

110.1. (a) For 
2 of Article XIII 

of Section 

cash value" of real property means the full 
"full 

of 
property, including real 
as determined pursuant to 110 for 

( 1) The lien date in 
(2) The date the is purchased, newly 

constructed, or when a change in ownership has 
occurred, after the 197.5 lien date, which shall be 
on the lien date next the 
property, including 
or a portion thereof, is 
when a change of 

(b) The value 
shall be the "base year 
appraised pursuant to 
base year value, "full 
value of such property as 
reappraisals may be 
the provisions of 

(c) For each 
full cash value is 
and r b), the full cash 
possessory 
percentage change 
2212; provided, that 
increase in excess of 2 
preceding lien date. 

110.5. 
value, or such 
Constitution or 
the Constitution. 

means 
the base year lien date. Such 

at time, notwithstanding 

lien the 
t to subdivision (a) 

real property, including 
property. shall reflect the 

as Section 
shall not reflect an 

the full cash of the 

market value, full cash 
by the 

authorization of 



110.6. The Legislature finds and declares that a 
change in ownership of real property means aU recorded 
and unrecorded transfers of legal or equitable title, 
except the transfer of bare legal title, whether by grant, 
gift, devise, inheritance, trust, contract of sale, addition or 
deletion of an owner, property settlement, or any other 
change in ~he method of holding title, whether by 
voluntary or involuntary transfer or by operation of law. 
The term shall also include, but is not limited to, the 
transfer of stock of a corporation vested with legal title 
which conveys to the transferee the exclusive right to 
occupancy and possession of the real property, or a 
portion thereof, and the creation of a leasehold or taxable 
possessory interest, or the sublease or assignment thereof, 
for a term in excess of 10 years. 

The board shall prescribe rules and regulations to 
govern assessors when determining when a change in 
ownership of real property occurs. 

··change of ownership, .. as used in this section, shall 
exclude any of the following: 

( 1) Any transfer to an existing assessee for the purpose 
of perfecting title to the property; 

(2) The creation. assignment, or reconveyance of a 
security interest not coupled with the right to immediate 
use, occupancy, possession, or profits; 

(3) Any interspousal transfer to create or terminate a 
community property interest or joint tenancy interest; 

(4) Substitution of a trustee under the terms of a 
security or trust instrument; 

(5) Any termination of a joint tenancy interest; or 
(6) Any transfer of a .;hare of stock in a cooperative 

housing corporation, as defined in Section 17265, coupled 
with a possessory interest in a cooperative apartment unit 
thereof; provided however, that proportion of the value 
of the cooperative housing corporation attributable to the 
possessory interest shall be included. 

The provisions of this section cease to be operative on 
July l, 1979, and as of such date are repealed. 
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SEC. 

constraints 
of the 
of the preceding 

155.2. For 
for the performance of 
the preparation 
shall be not later 

155.3. 
division, for the 
duties imposed 
s~spended in counties 
as determined 
Finance revised 

prOVISIOnS of this 
only, the mandatory 

671, and 1610.2 shall be 
more than 4,000,000 population, 

Department of 

532.3. Notwithstanding of Section 532, 
taxation or was 

year may be assessed; 
on or before June 30, 

any property 
underassessed for 
provided. such as~;essm 
1980. 

619. (a) Except as 
assessor shaH, upon or 
either: 

(1) Inform 

subdivi~ion (f), the 
ion of the local roll, 

on the local 

secured roB increased of 
the assessed appear on 
the completed 

(2) Inform property on the local 
secured roU. or assessee on the local secured ro1J and 
each assessee on the roll, of the assessed value 
of his rea1 his real and his personal 
property as it completed local roll. 

* Added SB 



assessor to the 
assessee pursuant fat at' -fbt paragraph ( 1) 
or (2) of subdil'ision (a) shall include a notification of 
hearings by the county board of equalization, which shall 
include the period during which assessment protests will 
be accepted and the place where they may be fiJed. The 
information shall also include an explanation of the 
stipulation procedure set forth in Section 1608 and the 
manner in which the assessee may request use of this 

. procedure. . 
(c) The information shall also include the assessment 

ratio for the county as provided in Section· 401 and the full 
. value of the property. · 

. (d) The information shall be furnished by the assessor 
· to the assessee by regular United States mail directed to 

him at his latest address known the assessor. 
· (e) Neither the failure of the assessee to receive the 

. information nor the failure of the assessor to so inform the 
· assessee shall in any way affect the validity of any 

assessment or th~ validity any taxes ·levied pursuant 
-thereto. 

(f) This section shall not apply to annual increases in . 
the valuation of property which reflect the inflation rate •. 
not to exceed 2. percent. pursuant to the authority of 
subdivision (b) of Section 2- of Article XIII A of the 
California Constitution. for purposes of property tax 
limitation determinations. 

1603. (a) A reduction in an assessment on the local 
roll shall not be made unless the party affected or his 
agent makes and files with the county board a verified, 
written application showing the facts claimed to require 
the reduction and the applicant's opinion of the full value 
of the property. The form for such application shall be 
prescribed by the State Board of Equalization. 

(b) In the case of a county of the first class. t h~ 
application shall be filed between the third Monday in 
July and September 15. An application that is mailed and 
postmarked September 15 or earlier within such period 
shall be deemed to have been filed between the third 

Monday in July and September 15. For the 1978-79 fiscal 
year only, the September 15 deadline shall be extended 
to September 30. 



• 

(c) In 
inclusive. 
period beginning July 2 
including September 15. An application that is mailed 
and postmarked September 15 or earlier within such 
period shall be deemed been filed within the time 
period beginning July 2 and. continuing through and 
including September the 1978-79 fiscal year only, 
the September shall be extended to 
September 30. 

(d) In all other· be filed 
between July 2 An application that is 
mailed and postmarked or earlier within such 
period shall be deemed to been filed between July 
2 and August 26. For 1978-79 fiscal year only. the 
August 26 deadline September 30. 

(e) In the form provided making application 
pursuant to this section, shall be a notice that 
written findings of local equalization hearing 
will be available upon request at the requester·s 
expense and, if not so requested, the right to such written 
findings is waived. The form shall provide appropriate 
space for the applicant to findings of facts 
as provided by Section 1611.5. 

(f) This section effect until July 1, 
1979, and as of such date :repealed, unless a later 
enacted statute, which is chaptered before July 1. 1979, 
deletes or extends such date. 

· 4843. For year only, 
notwithstanding any other provisions of this division, the 
assessor may make corrections the 1978-79 roll during 
such fiscal year without a hearing by. or the prior 
approval of, the board of supervisors. If the assessment 
change results taxes which have been 
paid, the amount overpayment resulting from such 
reduction of refunded the current 
assessee whether or filed by 
the person who 



SEC. 6.* Notwithstanding any other provisions of law 
to the contrary, the following dates established for the 
performance of duties imposed on local agencies shall be 
revised, for the 1978-79 fiscal year only, as foUows: 

(a) The county auditor shall send a statement of 
pJ:operty valuations pursuant to Section 51510 of the 
Government Code on or before August 28, 1978. 

(b) The auditor shall send valuations pursuant to 
Section 305 of the Metropolitan Water District Act on or 
before August 28, 1978. 
· (c) The auditor shall send the statement ofland values 

to irrigation districts pursuant to Section 26627 o: the 
Water Code on or before August 28, 1978. 

(d) The county auditor shall send a written statement 
of valuations to each county water district pursuant tn 

Section 31702.2 of the Water Code on or before August 28, 
1978. 

(e) The Antelope Valley-East Ker~ Water Agency 
shall fix and transmit property tax rates pursuant to 
Section 79 of the Antelope Valley-East Kern Water 
Agency Law (Chapter 2146, Statutes of 1959) on or before 
August 28, 1978. 

(f) The auditor shall transmit property valuations to 
the Castaic Lake Water Agency pursuant to Section 
47 (b) of the Castaic Lake Water Agency Law (Chapter 
28, Statutes of the 1962 1st Extraordinary Session) on or 
before August 28, 1978. 

* Added by SB 1571 
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APPENDIX V 

BOARD OF EQUALIZATION 

PROPERTY TAX RULES AND REGULATIONS 

IN EFFECT FOR 1978-79 ONLY 

(1) Rules 460-471 

(2) Assessor's Letters: Q & A 
on various assessment issues 
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PRINTED 

11- 1 4-78 

(1) 
Stole ol Colilornio 

BOARD OF EQUALIZATION 

PROPERTY TAX DEPARTMENT 

PROPERTY TAX RULES AND REGULATIONS 

IN EFFECT FOR 1978-79 ONLY - -- ---
Chapter 1. State Boord of Equalization -Property Tax 
Subchapter 4. Equalization by State Board 
Article 3. Taxable Property of a County, City or Municipal Corporation 

Reference: Sections 110, 110.1, 110.5, 110.6, Revenue ond Toxotion Code. 

Rule No. 460. (Cal. Adm. Code) GENERAL APPLICATION. 

(a) Sections 1 and 2 of Article XIII A of the Constitution provide for a limitation on property 

taxes and a procedure for establishing the current taxable value of locally assessed real property 

by reference to a bose year full cosh value which is then modified annually to reflect the infla· 
t ion rote not to exceed two percent per year. 

(b) The following definitions govern the construction of the terms in the rules pertaining to 
Sections 1 and 2 of Article XIII A. 

(1) BASE YEAR. The assessment year 1975-76 serves as the original bose year. Thereafter, 
any assessment year in which real property, or a portion thereof, is purchased, is newly con

structed, or changes ownership shall become the base year·used in determining the full value for 
such real property, or a portion thereof. 

(2) FULL CASH VALUE. 

(A) The full cash value of real property means the "full cosh value" as defined in 
Section 110 of the Revenue and T oxotion Code, as of: 

1. The lien date in 1975, for the base year 1975776, or 

2. The dote such real property is purchased, is newly constructed, or changes 
ownership after the 1975 lien dote, the full cosh value of which shall be enrolled on the lien date 
next succeeding the dote when such real property, or portion thereof, is purchased, is ne·vly 
constructed, or changes ownership. 

(B) If real property has not been appraised pursuant to Section 405.5 of the Revenue and 
T oxotion Code to its appropriate bose year full cosh value, then the assessor shall reappraise 
such property to its full cqsh value for the appropriate bose year lien dote. Such reappraisals 
may be made at any time, notwithstanding the provisions of Section 405.6 of the Revenue and 
Taxation Code. 

(3) RESTRICTED VALUE. Restricted value means a value standard other than full cosh 
value prescribed by the Constitution or by statute authorized by the Constitution. 

""' (4) FULL VALUE. Full value (appraised value) means eith«:r the full cosh value or the 
restricted value. 

(5) INFLATION RATE. For each lien dote after the lien date in which the bose year full 
value is determined, the full value of real property shall be modified to reflect the percentage 
change in cost of living, as defined in Section 2212 of the Revenue and T axotion Code; provided 
that such value shall not reflect on increase in excess of 2 percent of the taxable value of the 
preceding lien date. 

-53-



Rule No. 460. I. Adm. Code) GEH ERAl APPliCATION. (Continued) 

(6) TAXABLE VALUE. To 
the inflation rate. 

value means the base year full value factored annually by 

(7) PROPERTY TAX RATE. The tax rote is the rote calculated in accordance with 

the ad valorem tax limitations prescribed by Sectioo 1 of Article XIII A of the Constitution. 

History: Adopted June 29, 1978, effective July 3, 1978. 

Amended September 26, 1978, effective October 2, 1978. 

Rule No. 461. (Cal. Adm. Code) REAl PROPERTY VAlUE CHANGES. 

Section 2 of Article XIII A of the Colifornia Constitution provides that real property shall be 
reappraised if purchased, newly constructed (Section 463) or a change in ownership occurs 

(Section 462) after the original base year. A purchase is any transfer of title or right to the use, 

occupancy, posses si oo or profit a prendre of real property 1 or portion thereof, for a consideration, 
other than a transfer included in the definition of change of ownership or specifically excluded 
therefrom by Section 462. The creation of a lease in nontaxable publicly owned property and 
publicly owned property subject to tax under Sectioo 11 of Article XIII of the Constitution, which 
lease constitutes a possessory interest as the term is defined in Section 21 (b) of this code, is 
regarded as a purchase regardless of the period of the lease. Such on interest shall be appraised 
at its full value as of the dote of creation. 

Unless otherwise provided for in this chapter, real property which wos not subject to valuation in 
any prior base year, such as newly discovered or additional proved oil and gas reserves, shall be 
appraised at full value on the li~n dote immediately following discovery. 

Except for annual modification by the inflation rate or changes in value resulting from calamity or 
the re:novol of property or a portion thereof, the taxable value of real property srall not reflect any 
actual market value depreciation or appreciation, whether caused by zoning changes or otherwise, 

after the base assessment year full value has been established. 

The taxable value of real property, or portion thereof, physically removed from the site shall be 
deducted from the property's taxable value, provided that such net taxable value shall not be 
less than zero. 

The taxable value of real property damaged or destroyed by a misfortune or calamity is to be 
odjusted in accordance with the Revenue and Taxation Code. If the property is restored, the 
assessor shall on the lien dote following restoration enroll it at its former value plus the oppropi
ate inflation adjustment unless it is determined that new construction has occurred, in which 
case the market value of the portion newly constructed shall be ascertained and combined with 
the former value as provided in Section 463. 

History: Adopted June 29, 1978, effective July 3, 1978. 

Amended September 26, 1978, effective October 2, 1978. 

Rule No. 462. (Cal. Adm. Code) CHANGE IH OWNERSHIP. 

There shall be a reappraisal of real property as of the dote of the change in ownership of that 
property. The reappraisal will establish a new bose year full value and will be enrolled on the 
lien date following the change in ownership. Except as otherwise provided in this section, 
"change in ownership" refers to all transfers of property whether by grant, gift, devise, inheri
tance, trust, contract of sole, addition or deletion of on owner, property settlement, or any other 
change in the method of holding title, whether by voluntary or involuntary transfer or by operation 
of low. A change in the nome of on -owner of property not involving a change in ownership is 
excluded from the term "transfer" as used in this section. 

-54-



Rule No. 462. I. Adm. Code) CHANGE IN OWNERSHIP. 

(o) A transfer of the full fee title to land and/or improvements any means is o change n owner

ship requiring reappraisal of the property transferred. This includes transfers of units in planned 

developments as defined in Section 11003 and 11003.1 of the Business and Professions Code, units 
in cooperative housing s hous o defined in 

Section 17265 of the Revenue and T axotion Code and condominiums os defined in Section 783 of 

the Civil Code. 

The transfer of on undivided interest in property constitutes a change of ownership in the entire 

property except as provided in (h) (2) and (4) while the transfer of a divided interest results in a 

change in ownership only in the property or portion thereof transferred. 

(b) A transfer of equitable title !S a change in ownership. 

(c) The creation, sublease or assignment of the right to beneficial use and possession of taxable 

or nontaxable real property and the transfer of the lessor's interest in any leased property consti

tutes a change in ownership of real property or not as follows: 

(1} The creation, sublease or assignment of a taxable possessory interest or of a lease in 

real property for a term or the remainder of a term in excess of 10 years is a change in ownership 

of the interest transferred. 

(2) The creation, sublease or assignment of a lease for 10 years or less in taxable property 

1s not a change in ownership 

(3) The transfer of a lessor's interest regardless of the term of the lease is a change in 

ownership. 

(a) The transfer of a lessor's interest in property subject to a lease in excess of 10 years 
is a change in ownership only to the extent of the reversionary interest transferred. 

(b) The transfer of a lessor's interest in property subject to a lease for 10 years or less is 

a change in ownership of the entire property transferred, including the leasehold interest. 

{c) The transfer of a lessor's interest in property subject to one or more leases in excess 

of 10 years and one or more leases of 10 years or less is a change in ownership to the 

extent of the reversionary interest(s) in the property subject to the lease(s) in excess 

of 10 years and to the extent of the property transferred, including the leasehold in-
s), in the property subject to the leose(s) of 10 years or less. 

Note: The determination of the term of possession for a lease or a taxable possessory interest 
shall be pursuant to the provisions of Section 23 of this code. 

(d) Foreclosure. 

(1) Margage or deed of trust foreclosed by judicial action is a sufficient change in ownership 

only: 

(A) After the peri~d of has passed and property has not been redeemed, or 

(B) Upon redemption when title vests in the original debtor's successor in interest. 

(2) Deed of trust foredo sed by 

taken place. 

s sale shall cause a reappraisal after the sale has 

(e) Tax deed and tax sole. A tax sole to the state will not cause reappraisal, but a sale by the 

state of tax-deeded property will cause reappraisal. The reappraisal will take place whether the 

original owner redeems from the state or a new owner purchases from the state. 

(f) Inter vivos trust. A change in ownership occurs upon the creation of, and the transfer of re-al 

property to, a revocable or irrevocable inter vivos trust. Similarly, the revocation of the trust by 
the trustor constitutes a change in ownership. A change in ownership does not occur, however, 

upon the cessation of a interest which entitles the owner of what was a future interest 

to the immediate possession and en of such real property. 



Rule No. L CHANGE IN OWNERSHIP. 

(g) Real property which is contribuled to either a limited or general partnership or 

whi acquired, by purchase or otherwise, by the partnership is a change in ownership of such 
real property, ss of whether the title to the property is held in the nome of the partnership 
or in the nome of one or more individual partners, with or without reference t~ the partnership. Part
nership property s owned the partners as tenants in partnership and any addition or deletion of a 
partner, therefore, constitutes a change in ownership of the partnership real property. 

(h) The following transfers do not constitute a change of ownership: 

(1) The transfer of bare legal title. 

(2) Any interspousal transfer to create or terminate o community property or joint tenancy inter
est. 

(3) Any transfer caused by the substitution of a trustee pursuant to the terms of a security or 
trust instrument. 

(4) Any transfer between or among joint tenants whether voluntary, involuntary or by operation 
of law. 

(5) Any transfer to an existing assessee for the purpose of perfecting title to the property, 

(6) Any transfer resulting in the creation, assignment, or reconveyance of a security interest 
not coupled with the right to immediate use, occupancy, possession or profits. 

(7) Any transfer of stock of a corporation vested with legal title which does not convey to the 

transferee(s) the exclusive right to occupancy and possession of the real property or portion 
thereof. 

(i) Date of change m ownership. For purposes of reappro1s1ng real property as of the date of 
change in ownership of real property, the following dates shall be used: 

(1) Sales. The date all parties' instructions have been met in on escrow or the date the essen
tial elements of a contract of sole hove been met. 

In the event that the foregoing dates cannot be ascertained, the change in ownership shall 
be the date of recordation of the deed or simi lor document evidencing transfer of either 

legal or equitable title. 

(2) Leases. The date the lessee has the right to possession. 
(3) Inheritance (by will or intestate succession). The date of death of the decedent. 
(4) Inter vivos trusts. The date the trus l instrument is executed or revoked by the trustor. 

History: Adopted June 29, 1978,effective July 3, 1978. 

Amended September 26, 1978, effective October 2, 1978. 

Rule Ho. 463. (Col. Adm. Code) NEWLY CONSTRUCTED PROPERTY. 

(o) The term "newly constructed" means and includes any addition or improvement to land, whether 
classified as land or improvement for purposes of enrollment, and any addition of new improvements 
or alterations of existing improvements if said alteration results in a conversion to another use or 
an extension of the economic life of the improvement. 

Examples of alterations that qualify as "newly constructed" and thereby require current market 

value appraisal of the alteration ore those that result in any increase in the usable square footage 

of a structure, the renovation of what was formerly residential property to make it usable for com
mercial. purposes and vice verso, the conversion of property from one commercial use to another, 

and any alteration that increases the usefulness of the structure, such as the addition of a bathroom. 

Excluded from alterations that qualify as "newly constructed" is construction or reconstruction 

performed for the purpose of routine or normal maintenance and repair, e.g., interior or exterior 
painting, replacement of roof coverings and the addition of aluminum siding. Also excluded ore 

alterations which do not result in an increased usefulness of existing facilities, such as occurs in 

the modernization of a kitchen. 

For purposes of Section 2(a) of Article XIII A of the Constitution, the definitions of land and im
provements contained in Sections 121 and 122, respectively, and the e2<amples contained in Section 

124, shall -56-



Rule No. L CONSTRUCTED PROPERTY. 

sessor 

pletion. 

which i 
shall be 

y constructed after the 1975 lien date, the os
"new!y constructed property'' as of the dote of com-

ful value for thai of the real property 
property which s removed during construction 

sting property; ded that such net taxable 

New construction in progress on the lien dote shall be appraised at its full value on such date and 
each lien dote thereafter until the dote of completion, at which time the entire portion of property 
which is newly constructed shall be reappraised at its full value. 

For purposes of this section, the dote of camp let ion is the dote the property or portion thereof is 

available for se for the purpose intended as indicated by the design of the structure. In determining 

whether the structure or a portion thereof is available for use, consideration shall be given to the 

date of the by the I official, or, in the absence of such in-
1 of his contract obligations. 

History: Adopted June 29, 1971!, oHec!ive July 3, 19711. 

Amended September 26, 1978, effective October 2, 1971!. 

Rule No. 464. I. Adm. Code) EXEMPTIONS. 

Article XIII A does not repeal any property tax 

on or before 1, 1978. The property tax rote sha II 
exemptions cable to a specific E 
as follows: 

granted or authorized by the Constitution 

apply to the current taxable value less any 

of the application of partial exemptions ore 

(a) Homeowners' exemption. The property tax rote oppl ies to the current taxable value of property 

qualifying for the homeowners' less the value of the exemption. 

(b) Veterans' exemption. The sum of 25 of the taxable value of taxable assets and 100 

percent of the current full cosh value as defined in Revenue and Taxation Code Section 110 for non-
taxable assets will determine the lim for the veterans' p1operty tax exemption. Article XIII A 

contains no of the exemption prior to 1978. The property tax 

property quo ifying for the veterans' exemption less the 

(c) 

qual 
The property tax rate applies to current taxable value of property 

veterans' property tax exemption less the value of the exemption. 

History: Adopted 29, 1978, elfeclive July 3, 1978. 

Rule No. 465. I Adm. Code) NONPROFIT GOLF COURSES. 

When appro s real property used for golf course purposes in accordance with 
the provisions of Section 10 of Article XIII of the California Constitution, the assessor shall ascer

tain the value of such property on the basis of such use, plus the full value attributable to any min

eral rights, as of the base year, of the dote such property qualified under the 

cons titutiona I s ions. 

History: Adopted June 1978, ellecli "" l97!L 

Rule No. 466. • Adm. VALUATION AND ENROLLMENT Of TREES AND VINES 

The base year value of or other perennials when planted in orchard, 

grove, or vineyard form whether or not restricted shall be the mostrecentof the following: 

(o) The full value as of the 1975 lien date. 
(b) The ful value as the date 

The fu! the 
The full value of trees 
shall not be enrol 

Hi•tory: 
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Rule No. 467. (Col. Adm. Code) TAXABLE POSSESSORY INTERESTS. 

The assessor shall ascertain the full value of all taxable possessory interests as defined in Section 
21 of this code and created prior to March 1, 1975, as of that date. Possessory interests newly cre
ated subsequent to March 1, 1975, shall be appraised at their full value as of the date of creation. 

Possessory interests subleased or assigned for a term in excess of ten years shall be appraised as 

of the dote the sublessee or assignee obtains the right •"' occupancy or use of the property. 

New improvements erected for the purpose of exercising the rights granted by the possessory in
terest held in land shall be valued as of the date of the completion of construction. When improve
ments owned by the holder of the possessory interests are in the course of construction for a period 
that covers more than one lien date 1 they shall be appraised in accordance with Section 463. 

When it appears that the term of the possessory interest, determined in accordance with Section 23, 
will end at the conclusion of the estimated term, there shall be no reduction of full value as the term 
draws to an end. The value in this instance remains the taxable value. 

History: Adopted June '19, 1978, effective July 3, 1978. 
Amended September 26, 1978, effective October 2, 1978. 

Rule No. 468. (Cal. Adm. Code) OIL AND GAS PRODUCING PROPERTIES. 

Petroleum, natural gas, and other fluid hydrocarbons ore natura I subs tonces of the earth, and ore 
classified as land. The volume of these hydrocarbons that will be removed from the land consists 
of the amount that is classified at a given time as "proved reserves." Proved reserves ore the vol
umes of crude oil and natural gas which geological and engineering information indicate, beyond 
reasonable doubt, to be recoverable in the future from oil and gas reservoirs under existing economic 

and operating conditions. The development of proved reserves by drilling and completing wells and 
by installing production systems constitutes an addition to real property and the production of oil 
and gas constitutes a removal of real property. 

(a) The full value of on oil or gas producing property is its bose year full value adjusted for deple
tion of reserves. The value attributable to such depletion ·shall be determined annually employing 
the economic data that applied in the base year. 

(b) The base year of newly developed reserves shall be the date of completion of the well or the 
installation of the production system. 

History: Adopted June 29, 1978, effective July 3, 1978. 

Rule No. 469. (Cal. Adm. Code) MINES AND QUARRIES. 

Organic and inorganic minerals and rocks are natural substances of the earth, and are classified as 

land. The volume of minerals or rocks of acceptable quality that may be removed from the land 

under existing economic ana operating conditions are classified as reserves. The creation of re
serves by exploration or by development constitutes an addition to real property and the production 
of the minerals or rocks from a reserve constitutes a removal of real p~operty. 

(a) The full value of a mine or quarry is its bose year full value adjusted for the depletion of re
serves. The value of the depleted reserves shall be determined annually employing the economic 
data that applied to the establishment of the reserves in the base year. 

(b) The bose year of new reserves shall be the year in which either development or mining occurs. 

History: Adopted June '19, 1978, effective July 3, 1978. 
Amended September 26, 1978, effective October 2, 1978 
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Rule No. 470. I. Adm OPEN-SPACE. 

All open-space lands "enforceobly restricted" within the meaning of Sections 421 and 422 of the 
Revenue and Taxation Code shall have a base year restricted value determined by one of the follow

ing methods· 

(o) If restricted to the 1975 lien dote with no subsequent change 1n owner-

ship, the bose year full value is the 1975 rPo;tricted value. 

(b) If an enforceable restriction is entered into subsequent to the 1975 lien dote and no 

change i:1 ownership has occurred, the bose year full value is the value o5 if restricted 
in 1975. 

(c) If a change in ownership has occurred subsequent to the 1975 lien dote, the bose year 

full value shall be the restricted value redetermined o5 of the dote of the most recent 

change in ownership, regardless of the effective date of the enforceable restriction. 

All base year restricted values shall be modified annually by the inflation rote. Subsequent land 

improvements such as wells and land leveling, will be valued by capitalizing the income attributable 

to the land improvements using the capitalization rote prescribed in Section 423 (b) of the Revenue 
and T axotion Code. 

When an open-space contract is cancelled, pursuant to the provas1ons of Sections 51280 through 

51285 of the Government Code, the full cash value of the land shall be the appropriate bose year 
full cosh value as modified annually by the inflation rate. 

When an open-space contract is not renewed it shall be phased out under the proviSions of Section 

426 of the Revenue and Taxation Code; "the full cash value of the land" sha II be the base year full 

cash value modified annually by the inflation rate. The value of the land by capitalization of income 

shall be the base year restricted value modified annually by the inflation rate. 

History: Adopted June 29, \978, effective July 3, 1978. 

Am.,nded September 26, 1978, efleclive October 2, 1978. 

Rule No. 471. (CaL Adm. Code) TIMBERLAND. 

Consistent with the intent of the provisions of Section 3 (j) of Article XIII of the California \...onsTI· 

tution and the legislative interpretation thereof, the base year value for land which has been :zoned 
as timberland pursuant to Sections 51110 or 51113 of the Government Code shall be ascertained from 

the 1977 statutory timberland site class value schedule and shall be modified annually by the infla

tion rote. 

If, on or after March 1, 1979, timberland, or a portion thereof, is purchased, or otherwise und~rgoes 
a "change in ownership" as that phrase is defined in Section 462, its bose year value shall be 

ascertained from the most recent board-adopted timberland site class value schedule to be adopted 

by the Boord on or before January 1, 1980. Base year values for timberland which changes owner

ship on or after March 1, 1?80, shall be ascertained from the board-adopted timberland site class 
value schedule in effect as of the date of change in ownership. 

Values determined as provided in this section shall be enrolled on the lien dote next succeeding the 

dote when the timberland, or a portion thereof, changed ownership. Each year following enactment 
of a new base year value that value shall be modified by the annual inflation rote. 

History: Adopted June 29, 1978, eflective July 3, 1978. 

Amended September 26, 1978, effective October 2, 1978. 
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STATE OF CMIFOPNIA 

STATE ROARD OF F.OUAU.?:A TION 
1020 N STREET, ~AIRAM~NTO, CAIJFORNIA 

(P.O. BOX 1799, SACRAYENTO, CAUFORNIA 95808) 

(916) 445-1517 

'IO COUNTY ASSESSORS: 

(2) 

July 28, 1978 

PROPOSITION lJ INF0ill·1ATION 

GEORGE R. REillY 
First Oidrict, Son Froncis.~o 

IRIS SANKEY 
Second District, Son Oiero 

WILLIAM M. BENNETT 
Third District, Son Rafool 

RICHARD NEVINS 
Fourth District. Pasadena 

KENNET~ CORY 
Confrolleri Sacramento 

VOUGLAS D. BElL 
Exl!'cufive Secretory 

No. 78/134 

Attached for your use are answers to some of the frequently-asked 
questions regarding Proposition 13 implesentation. This correspondence 
is one in a series of questions-and-answer format letters dealing w~th 
assessment practices under Article XIIIA. 

We invite your corrments and additional questions. Please route such 
inquiries through Alan Flory of our Assessment Standards Division. 

WRS:sk 
Enclosures 

Sincerely, 
' 

It . . .·•. 
__ er R. Senini 

Chief of Operatior.s 
Property Tax Department 
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A. QUESTIONS & ANSWERS PER~AINING TO NEW LEGISLATION 

1. QUESTION: 

ANSWER: 

2. QUESTION: 

ANSWER: 

3. QUESTION: 

ANSWER: 

4· QUESrioN: 

ANSWER: 

5. QUESTION: 

ANSWER: 

What is the definition of "75-76" base value? 

Senate Bill 154 added Section 110.1 to the Revenue and 
Taxation Code which clearly defines the value level as 
"full cash value" (not roll value for 75-76) on 
March 1, 1975. -

Are all name changes subject to reappraisal? 

No. Senate Bill 2212 provides exclusions by reVlSlYlg 
Section 110.6 of the Revenue and Taxation Code. All six 
exclusions were discussed in our Letter to Assessors, 
Number 78/116, July 6, 1978. The most common name changes 
processed by your office which are not subject to reappraisal 
are: 

(1) Any interspousal transfer to create or terminate 
a community property interest or joint tenancy 
interest, i.e., death, divorce, and 

{2) Any termination of a joint tenancy interest. 

Is it a change of ownership when two partners form a 
corporation with the same partners now as whole owners 
of the corporation? 

Yes. This is a change of ownership and causes a 
reappraisal. 

If I appraise a property which sold on March 2, 1976, 
when do I enroll the value and how much do I factor it 
for 1978? 

The property is appraised as of the date of sale and that 
value is enrolled on the subsequent roll {March 1, 1977). 
The value is subject to only one 2 percent factor for the 
1978 roll. 

Can I selectively apply the 2 percent factor within 
my county? 

No. Section 110.1 mandates the statewide application of 
the inflation factor when the Consw~er Price Index equals 
or exceeds 2 percent in any year. Section 2212 of the 
Revenue and Taxation Code defines "percentage change in 
cost of living" as related to the 2 percent factoring. 
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6. QUESTION: Are all new values sent out for the 1978-79 roll subject 
to appeal? 

ANSWER: No. The application of an inflation factor alone to a 
prior base year taxable value does not constitute an 
increase in value for appeal purposes. 

7. QUESTION: What legislation enacted subsequent to the passage of 
Proposition 13 affects the assessor's operation? 

ANSWER: Below, in capsulized form, is a list of sections added to 
or amended in the Revenue and Taxation Code. Earlier 
Letters to Assessors deal in depth with each piece of 
legislation. 

Bill Date Section 

_y'SB 1571 7/4/78 155.2* 

_y'SB 1571 7/4/78 155-3* 

SB 1571 7/4/78 532.3* 

_y'SB 1571 7/4/78 1603** 

_y'sB 1571 7/4/78 4843* 

_y'sB 2212 6/30/78 110.1**Y 

_y'sB 2212 6/30/78 110.6** 

SB 154 6/24/78 llO**Y 

SB 154 6/24/78 •110.1* 

SB 154 6/24/78 

SB 154 6/24/78 

* Section added. 
** Section amended. 
Y Apply to 1978-79 only. 
Y No substantive change. 

11o.5**Y 

110.6* 
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General Topic 

Roll deadline extension 

Suspension of certain mandatory 
duties in Los Angeles County 

Extension of statute of limitations 
for 75-76 

Extends appeal dates 

Facilitates 78-79 roll corrections 

Defines 75-76 value level, factoring, 
and base year 

Exclusions in -"change of ownership" 

"Fair market value" definition 

Defines 75-76 value' level, factoring, 
and base year 

"Full value" definition 

"Change of ownership" definition 



1. QUESTION: 

ANSWER: 

2. QUESTION: 

ANSWER: 

3. QUESTION: 

ANSWER: 

4· QUESTION: 

ANSWER: 

1. QUESTION: 

ANSWER: 

2. QUESTION: 

-3-

B. QUESTIOK'S & ANSWERS OF A GENERAL NATURE 

Must I continue to enroll assessed values? 

Yes. Nothing in Proposition 13 changes the 25 percent 
assessment ratio. 

How will ~ exemption program be affectftd? 

Proposition 13 leaves intact all existing exemptions. 
Your administration of these programs should be unaltered. 

How do I-handle declining property values because of 
physical, functional, or economic obsolescence? 

There are no provisions in Article XIIIA which allow you 
to adjust for lower values for these reasons. 

What about removal of property? 

The assessor can reflect value reductions for the physical 
removal of property (see Rule 461a). 

-4-

C. QUESTIONS & ANSWERS PERTAINING TO PERSONALTY 

Is the appraisal of personal property affected by 
Proposition 13? 

No. Proposition 13 applies to real property only; therefore, 
personal property will continue to be appraised annually. 

Does the 1 percent tax rate limitation apply to non
certificated aircraft? 

ANSWER: Yes. 
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1. QUESTION: 

ANSWER: 

2. QUESTION: 

ANSWER: 

3. QUESTION: 

ANSWER: 

4· QUESTION: 

ANSWER: 

5. QUESTION: 

D. QUESTIONS & ANSWERS ON MACHINERY AND EQUIPMENT 

For the 1975-76 assessment year, a county's policy was to 
classify all machinery and equipment as personal property. 
In preparing the 1978-79 assessment, can he correctly 
classify the equipment as improvements? 

Yes. The assessor should correctly classify the equipment 
for the 1978 assessment. 

A company's equipment which was correctly classified as an 
improvement for the 1975 assessment was abandoned in-place 
during 1976. The assessor valued the equipment at zero 
value for 1977. Should the equipment be valued at zero for 
1978? 

The equipment must be valued at its 1975 value plus the 
inflationary factor of 6.12 percent for the 1978 assessment. 
No allowances for obsolescence or other value reductions 
are allowable unless the property is physically destroyed 
or removed from the site. 

A company's equipment which was correctly classified as an 
improvement for the 1975 assessment was suffering excessive 
obsolescence on the 1975 lien date. The assessor's 1975 
assessment properly provided for the excessive obsolescence. 
For 1978 the assessor feels the conditions that caused the 
obsolescence are no longer evident. For the 1978 assessment 
can the assessor ignor the 1975 obsolescence allowance? 

No. Providing the equipment has not changed ownership nor 
otherwise been modified, the assessor must rely upon the 
1975 appraised value in calculating the 1978 assessment. 

Is the assessment of personal property affected by Article 
XIIIA of the State Constitution? 

Personal property is not subject to the assessment 
restrictions or roll-back provisions of Article XIIIA. 
Taxable personal property will continue to be appraised 
annually at its full cash value. 

As aircraft subject to Part 10 proVlSlons are taxed at the 
same tax rate limit as other property, Hill they be placed 
upon the roll at their full cash value or the assessed value 
(25 percent of market value)? 
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ANSWER: 

-6-

Revenue and Taxation Code Section 5391 requires that the 
tax rate will be levied against the market value of the 
aircraft. The aircraft's market value will be entered upon 
the roll and the 1 per9ent tax rate will be applied thereto. 

6. QUESTION: Will the market value or assessed value of other taxable 
personal property be placed upon the roll? 

ANSWER: 

7. QUESTION: 

ANSWER: 

8. QUESTION: 

ANSWER: 

Article XIIIA does not provide for a change in the assess
ment ratio of other personal property. Taxable personal 
property will continue to be appraised at full cash value, 
assessed at the 25 percent ratio, and the tax rate of 4 
percent of assessed value will apply. 

How will vessels subject to the 1 percent assessed value 
exemption be handled? 

Qualified vessels will be treated in this manner: 

Item 

Market value 

Assessed value @ 1% 
of market value 

Tax rate @ $4/$100 of 
assessed value 

Tax liability 

Amormt 

$100,000 

1,000 

40 

Can an assessor who has been classifying as personal 
property equipment that meets statutory, judiciary, and 
regulatory·guidelines as improvements continue to classify 
the property as personalty and appraise it at its full 
cash value annually? 

A valid appraisal requires a correct classification. 
Beginning with 1978, an assessor should classify equipment 
as either personal property or improvements in accordance 
with guidelines set forth in Assessors' Handbook Section 
571, The Appraisal of Equipment, Inventory, and Supplies, 
and Property Tax Rules 122, 123, and 124. 
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9. QUESTION: 

ANSWER: 

10. QUESTION: 

• ANSWER: 

11. QUESTION: 

ANSWER: 

12. QUESTION: 

ANSWER: 

-7-

Does the addition of either the 10 percent or 25 percent 
penal assessments (under Sections 463 and 504 respectively) 
go against the intent of Proposition 13 to limit real 
property assessment increases to 2 percent per year? 

No. We believe the 2 percent real property assessment 
limitation was intended to apply to the assessable property 
and not to affect the penal provi~ior.s of the code. 

Will corrections of misclassifications of 1975 appraisals 
trigger reappraisals of the property? 

Only if the original appraisals were in error. Corrections 
of classifications should not otherwise affect the 1975 
appraised value. 

Does Proposition 13 mean an end to our direct billing 
program? 

For those accounts that only have personal property, possibly 
an enlargement of the direct billing program is warranted. 
For those accounts having fixtures or other real property 
items in their direct billing assessment, the county will have 
to exercise care that the real property portion reflects the 
strict value limitations provided under Article XIIIA. 

Are fixtures subject to the roll-back provisions and 
assessment increase limits of 2 percent per year? 

Fixtures are subject to the same roll-back provisions 
and assessment increase limits as other real property. 
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STATE OF CAUFORNIA 

STATE ROARD OF EQUALIZATION 
1020 N STREET, ~AIRAM~NTO, CAUFORNIA 

(P.O. BOX 1799, SAIRAYENTO, CAUFORNI ... 95808) 

(916) 445-4982 

August 18, 1978 

TO COUNTY ASSESSORS: 

MISCELLANEOUS PROroSITION 13 TOPICS 

Here is another in a series of letters concerning the implementation 
of Artie le XIIIA (Proposition 13). These questions and answers 
deal with several miscellaneous topics. 

Please refer any inquiries or additional questions to John ~Coy 
of this division, (916) 445-4982. 

VW:sk 
Enclosures 

Sincerely, 

Verne Walton, Chief 
Assessment Standards Division 
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GEORGE R. REillY 
First District, Son Francisco 

IRIS SANKEY 
Second District, Son Dief'"o 

WilliAM M. BENNEIT 
Third District, San Rafael 

RICHARD NEVINS 
Fourth District, Pasadena 

KENNETH CO!!Y 
Controller# Sacramento 

DOUGLAS D. BEll 
Executive Secretary 

No. 78/147 



A. QUESTIONS & ANSWERS PERTAINING TO 
MISCELLANEDUS TOPICS 

1. Compatible Uses (TPZ) 

QUESTION: Can property be revalued when a use compatible to the 
growing of timber is developed after the base year? 

ANSWER: The base year value cannot be adjusted for the addition 
or deletion of a use which is compatible to land subject 
to a TPZ contract. 

2. Sale Date 

QUESTION: 

ANSWER: 

What is the date of sale? 

When all parties' instructions have been met in an escrow 
or when the essential elements of a contract for the sale 
of property have been met. 

3· Unrestricted Farmland 

QUESTION: How do you value a well that has replaced an existing well? 

ANSWER: Remove the value of the old well from the assessment roll 
and enroll the value of the new well. 

4· Zoning Change After Purchase 

QUESTION: 

ANSWER: 

A single-family residence on the 1975 roll is resold in 
January 1977. The new owner obtains a rezoning and 
constructs a service station on the site which is 
completed in 1979. How are the land and improvements 
to be valued? 

1977 - Revalue land and old improvements at time of 
sale (values based on old zoning). 

1979 - Add current value of new improvements; balance 
of property (land and old improvements) ~ 
subject to reappraisal. 

5. 1975 Appraisals 

QUESTION: 

ANSWER: 

QUESTION: 

ANSWER: 

Can the assessor revalue a property to a 1975 level if 
the property was reappraised in 1975? 

If the 1975 appraisal did not reflect 1975 values, the 
property should be reappraised. 

Can the assessor reappraise property to the 1975 level 
if in 1975 the assessment appeals board established 
value? 

Values established by the assessment appeals board cannot 
be altered by the assessor. 
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APPENDIX VI 

PROPOSITION 13-RELATED PROPERTY TAX ASSESSMENT LAWS 

IN EFFECT FOR 1979-80 AND THEREAFTER 

(1) Legislation Key 

(2) Legislative History of Statutes 

(3) Subject Matter Index 

(4) Text of Laws 
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(1) 

LEGISLATION KEY 

Bill Principal Author Chapter Year 

AB 1258 Warren 176 1976 

SB 154 * 292 1978 

SB 2212 Gregorio 332 1978 

SB 1571 Sieroty 353 1978 

AB 2463 Suitt 576 1978 

AB 2955 Keene 1109 1978 

AB 2241 Ayala 1281 1978 

SB 17 Holmdahl 49 1979 

AB 1488 W. Brown & Hannigan+ 242 1979 

AB 581 Imbrecht 1075 1979 

AB 1019 Hannigan 1161 1979 

SB 1004 Presley 1180 1979 

AB 1489 ~· Hannigan 1188 1979 

* 

+ 

Conference Committee on SB 154: McCarthy, Boatwright, 
Priolo, Mills, Rodda, Campbell 

Sponsored by Assembly Revenue and Taxation Committee, 
Willie L. Brown, Jr., Chairman 
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(2) 

LEGISLATIVE HISTORY OF PROPOSITION 13-RELATED 

PROPERTY TAX ASSESSMENT STATUTES 

Code Section Enacted By Amended B;:L Amended B;:L Amended B;:L Amended B;:L 

Government Code 

16140 AB 581 
27280 AB 1488 
27321 AB 1488 

Rev & Tax Code 

50 AB 1488 
51 AB 1488 
52 AB 1488 
53 AB 1488 
60 AB 1488 
61 AB 1488 AB 1019 
62 AB 1488 AB 1019 
63 AB 1488 
64 AB 1488 AB 1019 
65 AB 1488 AB 1019 
66 AB 1488 
67 AB 1488 
70 AB 1488 

·71 AB 1488 
72 AB 1488 
80 AB 1488 
81 AB 1488 
90 AB 1488 

110 SB 154 
110.1 SB 154 SB 2212 AB 2463 SB 17 AB 1489 

110.5 SB 154 
110.6 SB 154 SB 2212* 
155.2 SB 1571 AB 1488** 
155.3 SB 1571* 
170 AB 1488 AB 1019 
402.2 AB 1488 
423 AB 581 
434.5 AB 1258 AB 2955 AB 1488 
480 AB 1488 AB 1019 SB 1004 
481 AB 1488 
482 AB 1488 AB 1019 SB 1004 
483 AB 1488 
484 AB 1488 
485 AB 1488 
532.3 SB 1571 
619 SB 2241 

1367 AB 1488 
1603 SB 1571 AB 1488 
2516 AB 1488 
4843 SB 1571 AB 1488* 
4844 AB 1488 AB 1019** 

Princi!al 
uncocH -led 

Sect~ons 

Sec. 35 SB 2212* 
Sec. 6 SB 1571* 
Sec. 2 SB 17 AB 1489 
Sec. 3 SB 17 
Sec. 4 SB 17 
Sec. 41 AB 1488 
Sec. 42 AB 1488 

* Effective for 1978-79 only 
Sec. 43 AB 1488 
Sec. 19 AB 1019 ** Effective for 1979-80 only 
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(4) 

Subject Matter Index 

Appraisal 75 
Assessment appeals 83, 84, 88, 100, 105 
Base year 74, 82-85, 93, 102, 104, 105 

- SB 17 refunds 103, 104 
Building 82 
Change in ownership 74-81, 84, 85, 96-98, 102, 104, 105 

- Statements 96-98, 101, 102 
Collective investment funds 78 
Community project 81 
Condominium 81 
Corporations 77, 79, 97 

liated groups 79 
zations, mergers 

Damage, by sfortune or disaster 
Depreciation 74 
Disaster 86-90 
Effective dates 104, 105 
Employee benefit plans 81 
Escape assessments 85, 99, 105 
Fair market value 84-86 
Fixtures, personalty 82, 88 
Full value 82, 86, 95, 99 

79 

Full cash 74, 80, 84-86, 88 
Golf courses 75 
Government-owned property 75 
Homeowners• exemptions 76, 78, 100 
Housing cooperatives 77, 78, 81 

74, 82, 87-90 

Improvements 74, 82, 93 
Inflation adjustment, factor 
Interspousal transfers 78 

74, 86, 100 

Joint tenancy interests 76, 77, 80 
- original transferor 80 

Land 74, 76, 82 
Leases 76-78, 104 

- mineral rights 76 
- residential property 

Legal entity 77, 79 
Life estates 76, 77 
Major rehabilitation 82 

76-78 

New construction 74, 82, 84, 85 
Partnerships 77, 79 
Possessory interest 
Presumptions 

76, 84, 86, 87 

- conclusive 76, 82, 83 
80, 85 
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Index (continued) 

Purchase 74, 81, 84, 85 
Reappraisals 75, 80, 82, 85 

- periodic 85 
Reconstruction, restoration 
Refunds 103-105 

74, 82, 89 

Roll changes, corrections 85, 
Security interests, instruments 
Taxpayer reporting 84, 96-98 

- penalties 96, 98 
Tenancy in Common 76, 77 
Tenant-stockholder 81 
Timberland 75, 94, 95 
Trees and vines 75 

80 

99, 101 
77 

Trusts 77, 78 
Undivided interests 
Williamson Act lands 

- subventions 
Zoning changes 90 

75, 90-93, 102 
102 
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4) 

CHAPTER l. VALUES 

50. purposes as determined by 
Section 110.1, values determined for property which is 
purchased or changes the 1975 lien date 
shall be entered on roll the Hen date next 
succeeding the purchase or change in 
ownership. Values after the 1975lien date for 
property which is newly shall be entered on 
the roll for the lien date next succeeding the date of 
completion of the new The value of new 
construction in progress on the lien date shall be entered 
on the roll as of the lien date. 

51. For purposes (b) of Section 2 of 
Article XIII A of the California Constitution, for each lien 
date after the lien date the base year value is 
determined pursuant to 110.1, the taxable value 
of real property shall be lesser of: 

(a) Its base year value, compounded annually since 
the base year by an inflation factor, which shall be the 
percentage change in cost of living, as defined in 
Section 2212; provided, that percentage increase shall 
not exceed 2 percent the prior year's value; or 

(b) Its full cash as defined in Section llO, as of 
the lien date, taking into account reductions in value due 
to damage, destruction, depreciation, obsolescence, or 
other factors causing a decline in value; or 

(c) If the property was damaged or destroyed by 
disaster, misfortune, or calamity, or removed by 
voluntary action by the taxpayer, the sum of (1) the lesser 
of its base year value of determined under 
subdivision (a) or of land determined 
pursuant to subdivision of its base 
year value of under 
subdivision (a) or the 
determined pursuant to 
become the base year value until such property is 
restored, repaired, or reconstructed or other provisions 
law require establishment a new base year. 

* Includes only those statutory changes made in the 
legislation cited on page 70 which currently in 
effect. Pre-existing law may be cited herein 
is not included: consult a west's Annotated or the 
Board 1 's Property Tax Laws. 



For purposes of this section, "real property" means that 
appraisal unit which persons in the market place 
commonly buy and sell as a unit, or which are normally 
valued separately. 

Nothing in this section shall be construed to require the 
assessor to make an annual reappraisal of all assessable 
property. 

52. (a) Notwithstanding any other provision of this 
division, property which is enforceably restricted 
pursuant to Section 8 of Article XIII of the California 
Constitution shall be valued for property tax purposes 
pursuant to Article 1.5 (commencing with Section 421) 
and Article 1.9 (commencing with Section 439) of 
Chapter 3 of Part 2. 

(b) Notwithstanding any other provision of this 
division, property restricted to timberland use pursuant 
to subdivision (j) of Section 3 of Article XIII of the 
California Constitution shall be valued for property tax 
purposes pursuant to Article 1.7 (commencing with 
Section 431) of Chapter 3 of Part 2. 

(c) Notwithstanding any other provision of this 
division, property subject to valuation as a golf course 
pursuant to Section 10 of Article XIII of the California 
Constitution shall be valued for property tax purposes in 
accordance with such section. 

(d) Notwithstanding the provisions of this division, 
property subject to valuation pursuant to Section 11 of 
Article XIII of the California Constitution shall be valued 
for property tax purposes in accordance with such 
section. 

53. The initial base year value for fruit and nut trees 
and grapevines subject to exemption pursuant to 
subdivision (i) of Section 3 of Article XIII, of the 
California Constitution shall be the full cash value of such 
properties as of the lien date of their first taxable year. 

CHAPTER 2. CHANGE IN OWNERSHIP AND PURCHASE 

60. A "change in ownership" means a transfer of a 
present interest in real property, including the beneficial 
use thereof, the value of which is substantially equal to 
the value of the fee interest. 
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61. Except as otherwise provided in Section 62, 
change in ownership, as defined in Section 60, includes, 
but is not limited to: 

(a) The creation, renewal, sublease, assignment, or 
other transfer of the right to produce or extract oil, gas, 
or other minerals for so long as they can be produced or 
extracted in paying quantities. The balance of the 
property, other than the mineral rights, shall not be 
reappraised pursuant to this section. 

(b) The creation, renewal, sublease, or assignment of 
a taxable possessory interest in tax exempt real property 
for any term. 

(c) ( 1) The creation of a leasehold interest in taxable 
· real property for a term of 35 years or more (including 
renewal options), the termination of a leasehold interest 
in taxable real property which had an original term of 35 
years or more (including renewal options), and any 
transfer of a leasehold interest having a remaining term 
of 35 years or more (including renewal options); or (2) 
any transfer of a lessor's interest in taxable real property 
subject to a lease with a remaining term (including 
renewal options) of less than 35 years. 

Only that portion of a property subject to such lease or 
transfer shall be considered to have undergone a change 
of ownership. 

For the purpose of this subdivision, for 1979-80 and 
each year thereafter, it shall be conclusively presumed 
that all homes eligible for the homeowners' exemption 
which are on leased land have a renewal option of at least 
35 years on the lease of such land, whether or not in fact 
such renewal option exists in any contract or agreement. 

(d) The creation, transfer, or termination of any joint 
tenancy interest, except as provided in subdivision (f) of 
Section 62 and in Section 63. 

(e) The creation, transfer, or termination of any 
tenancy-in-common interest, except as provided in 
subdivision (a) of Section 62 and in Section 63. 

(f) Any vesting of the right to possession or enjoyment 
of a remainder or reversionary interest which occurs 
upon the termination of a life estate or other similar 
precedent property interest, except as provided in 
subdivision (d) of Section 62 and in Section 63. 
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64. (a) Except as provided in subdivision (h) of 
Section 61 and subdivision (c) of this section, the 
purchase or transfer of ownership interests in legal 
entities, such as corporate stock or partnership interests, 
shall not be deemed to constitute a transfer of the real 
property of the legal entity. 

(b) Any corporate reorganization, by merger or 
consolidation, where all of the corporations involved are 
members of an affiliated group, and which qualifies as a 
reorganization under Section 368 of the United States 
Internal Revenue Code and which is accepted as a 
nontaxable event by similar California statutes or any 
transfer of real property among members of an affiliated 
group, shall not be a change of ownership. The taxpayer 
shall furnish proof, under penalty of perjury, to the 
assessor that the transfer meets the requirements of this 
subdivision. 

For purposes of this subdivision "affiliated group" 
means one or more chains of corporations connected 
through stock ownership with a common parent 
corporation if: 

( 1) One hundred percent of the voting stock, 
exclusive of any share owned by directors, of each of the 
corporations, except the parent corporation, is owned by 
one or more of the other corporations; and 

(2) The common parent corporation owns, directly, 
100 percent of the voting stock, exclusive of any shares 
owned by directors, of at least one of the other 
corporations. 

(c) When a corporation, partnership, other legal 
entity or any other person obtains control, as defined in 
Section 25105, in any corporation through the purchase or 
transfer of corporate stock, exclusive of any shares owned 
by directors, such purchase or transfer of such stock shall 
be a change of ownership property owned by the 
corporation in which the controlling interest is obtained. 
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(c) If a unit or lot within a cooperative housing 
corporation, community apartment project, 
condominium, planned unit development, shopping 
center, industrial park, or other residential, commercial, 
or industrial land subdivision complex with common 
areas or facilities is purchased or changes ownership, then 
only the unit or lot transferred and the share in the 
common area reserved as an appurtenance of such unit 
or lot shall be reappraised. 

Notwithstanding any other provision of law, the 
increase in property taxes resulting from such reappraisal 
shall be applied by the owner of such property to the 
tenant-shareholder, lessee, or occupant of such individual 
unit or lot only, and shall not be prorated among all other 
units or lots of such property. 

66. Change in ownership shall not include: 
(a) The creation, vesting, transfer, distribution or 

termination of a participant's or beneficiary's interest in 
an employee benefit plan; or 

(b) Any contribution of real property to an employee 
benefit plan. 

As used in this section, the terms "employee benefit 
plan," "participant" and "beneficiary" shall be defined as 
they are defined in The Employee Retirement Income 
Security Act of 1974. 

67. "Purchased" or "purchase" means a change in 
ownership for consideration. 
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APPEALS 

80. (a) An for reduction in the base year 
of an assessment on current local roll may be 

filed the period for that year as set 
forth Section 1840, subject to the 

determined by a local board 
of or by the State Board of Equalization, 
originally or on by a court, or by a court shall be 
conclusively presumed to be the base year value for any 
1975 assessment was appealed. 

(2) value determined pursuant to 
paragraph (1) of subdivision (a) of Section 110.1 shall be 
conclusively to the base year value unless an 

ua.uL.auvu application is no later than the regular 
following the 1980 lien date. Once an 

is filed, the year value determined 
pursuant to that application shall be conclusively 
presumed to the base value for such assessment. 

( 3) determined pursuant to 
paragraph (a) of Section 110.1 shall be 
conclusively base year value, unless 
an application is filed during the regular 
equalization year in which the assessment 
is placed on assessment roll or in any of the three 
succeeding 

an 
determined 
conclusively 
assessment. 

is the base year value 
pursuant to application shall be 

to be the base year value for such 

( 4) Any reduction in assessment made as the result of 
an appeal sect~on shall apply for the 
assessment appeal is taken and 

not prohibit the filing of an 
a new value was placed on 

51. 
equalization made pursuant to 

1605 when determined, shall be 
'V'"~Au,c;u to be the base year value in the 

herein. 
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(f) For each lien date after the lien date in which the 
full cash value is determined pursuant to this section, the 
full cash value of real property, including possessory 
interests real property, shall reflect the percentage 
change in cost of living, as defined in Section 2212; 
provided, that such value shall not reflect an increase in 
excess of 2 percent of the full cash value of the preceding· 
lien date. 

110.5. ..Full value .. means fair market value, full cash 
value, or such other value standard as is prescribed by the 
Constitution or in this code under the authorization of 
the Constitution. 

(extension of time:assessor's duties) 

155.2. For the 1979-80 fiscal year only, the time fixed 
for the performance of any act by the assessor relating to 
the preparation of the 1979-80 fiscal year assessment roll 
shall be not later than August 1, 1979. 

For the 1979-80 year only, in addition to the extension 
of time permitted by Section 155, the board or its 
secretary may grant an extension of an additional30 days 
for the performance of any act by the assessor, auditor, 
tax collector, or county board. 

(repeal by AB 1488 of former disaster relief laws) 

SEC. 6. Section 155.1 of the Revenue and Taxation 
Code is repealed. 

SEC. 8. Section 155.13 of the Revenue and Taxation 
Code is repealed. 

SEC. 9. Section 155.14 of the Revenue and Taxation 
Code is repealed. 
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an 
is operative in the 

county. The ordinance may specify a period of time 
within which the ordinance shall effective, and, if no 
period of time is specified, it shall remain in effect until 
repealed. 

(b) Upon receiving a proper application, the assessor 
shall appraise the property and determine separately the 
full cash value of land, improvements and personalty 
immediately before and after the damage or destruction. 
If the sum of the full cash values of the land, 
improvements and personalty before the damage or 
destruction exceeds the sum of the values after the 
damage by five thousand dollars ($5,000) or more, the 
assessor shall also separately determine the percentage 
reductions in value ofland, improvements and personalty 
due to the damage or destruction. The assessor shall 
reduce the values appearing on the assessment roll by the 
percentages of damage or destruction computed 
pursuant to this subdivision, and the taxes due on the 
property shall be adjusted as provided in subdivision (e); 
provided, however, that the amount of the reduction 
shall not exceed the actual loss. 

(c) The assessor shall notify the applicant in writing of 
the amount of the proposed reassessment. The notice 
shall state that the applicant may appeal the proposed 
reassessment to the local board of equalization within 14 
days of the date of mailing the notice. If an appeal is 
requested within the 14-day period, the board shall hear 
and decide the matter as if the proposed reassessment 
had been entered on the roll as an assessment made 
outside the regular assessment period. The decision of the 
board regarding damaged value of the property shall 
be final, provided a decision the local board of 
equalization regarding reassessment u•otu'0 

to this section shall create no presumption as 
value of the affected property to 
the damage. 

Those reassessed resulting from reductions 
full cash value of amounts, as determined above, shall be 
forwarded to the auditor by the assessor or the clerk of 
the local equalization board, as the case may be. The 
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be subject to 
jurisdiction. 

on After 
ea1sse:sseu values shall not 

a court of competent 

(d) If no is made and assessor 
determines that a property has suffered damage caused 
by misfortune or calamity, which may qualify the 
property owner for relief under an ordinance adopted 
under this section, the assessor shall provide the last 
known owner of the property with an application for 
reassessment. The property owner shall file the 
completed application within 30 days of notification by 
the assessor. Upon receipt of a properly completed, 
timely filed application, the property shall be reassessed 
in the same manner as required in subdivision (b). 

(e) The tax rate fixed for property on the roll on which 
the property so reassessed appeared at the time of the 
misfortune or calamity, shall be applied to the amount of 
the reassessment as determined in accordance with this 
section and the assessee shall be liable for: ( 1) a prorated 
portion of the taxes that would have been due on the 
property for the current fiscal year had the misfortune or 
calamity not occurred, such proration to be determined 
on the basis of the number of in the current fiscal 
year prior to the misfortune or calamity; plus, (2) a 
proration of the tax due on the property as reassessed in 
its damaged or destroyed condition, such proration to be 
determined on the basis of the number of months in the 
fiscal year after the damage or destruction, including the 
month in which the damage was incurred. If the damage 
or destruction occurred after March 1 and before the 
beginning of the next fiscal the reassessment shall 
be utilized to determine the tax liability for the next fiscal 
year provided, the is fully restored 
during the next fiscal year, year shall be 
prorated based on the number the year 
before and after the completion of .-o<•tru·<> 

(f) Any tax paid in excess the tax due shall be 
refunded to the taxpayer to Chapter 5 
(commencing with Section Part 9, as an 
erroneously collected tax or by of the board of 
supervisors without the necessity of a claim being filed 
pursuant to Chapter 5. 
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(g) The assessment of the property, in its damaged 
condition, as determined by this section, shall be 
reviewed at the lien date next following the date of the 
misfortune or calamity and shall be assessed in the same 
manner as prescribed by law for any other assessable 
property. 

(h) This section applies to all counties, whether 
operating under a charter or under the general laws of 
this state. 

(i) Any ordinance in effect pursuant to Section 155.1, 
135.13, or 155.14 shall remain in effect according to its 
terms as if such ordinances were adopted pursuant to this 
section, subject to the limitations of subdivision (b) . 

(notice of zoning change) 

402.2. If during the assessment year the assessor 
receives the notice required by Section 65863.5 of the 
Government Code, the assessor shall reassess the 
property as of the next succeeding lien date, to the extent 
permitted by law. 

(assessment of Williamson Act lands) 

423. Except as provided in Section 423.7, when 
valuing enforceably restricted open-space land, other 
than land used for the production of timber for 
commercial purposes, the board for purposes of surveys 
required by Section 1815 of this code and the county 
assessor shall not consider sales data on lands, whether or 
not enforceably restricted, but shall value such lands by 
the capitalization of income method in the following 
manner: 

(a) The annual income to be capitalized shall be 
determined as follows: 

(1) Where sufficient rental information is available the 
income shall be the fair rent which can be imputed to the 
land being valued based upon rent actually received for 
the land by the owner and upon typical rentals received 
in the area for similar land in similar use, where the 
owner pays the property tax. Any cash rent or its 
equivalent considered in determining the fair rent of the 
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land shall be the amount which comparable lands 
have been rented, determined by average rents paid to 
owners as evidenced by typical land leases in the area, 
giving recognition to the terms and conditions of the 
leases and the uses permitted within the leases and within 
the enforceable restrictions imposed. 

(2) Where sufficient rental information is not 
available, the income shall be that which the land being 
valued reasonably can be expected to yield under 
prudent management and subject to applicable 
provisions under which the land is enforceably restricted. 
There shall be a rebuttable presumption that "prudent 
management" does not include use of the land for a 
recreational use, as defined in subdivision (n) of Section 
51201 of the Government Code, unless the land is actually 
devoted to such use. 

(3) Notwithstanding any other provision herein, if the 
parties to an instrument which enforceably restricts the 
land stipulate therein an amount which constitutes the 
minimum annual income per acre to be capitalized, then 
the income to be capitalized shall not be less than the 
amount so stipulated. 

For the purposes of this section income shall be 
determined in accordance with rules and regulations 
issued by the board and with this section and shall be the 
difference between revenue and expenditures. Revenue 
shall be the amount of money or money's worth, 
including any cash rent or its equivalent, which the land 
can be expected to yield to an owner-operator annually 
on the average from any use of the land permitted under 
the terms by which the land is enforceably restricted 
including, but not limited to, that from the production of 
salt and from typical crops grown in the area during a 
typical rotation period as evidenced by historic cropping 
patterns and agricultural commodities grown. When the 
land is planted to fruit-bearing or nut-bearing trees, 
vines, bushes or perennial plants, the revenue shall not be 
less than the land would be expected to yield to an 
owner-operator from other typical crops grown in the 
area during a typical rotation period, as evidenced by 
historic cropping patterns and agricultural commodities 
grown. Proceeds from the sale of the land being valued 
shall not be included in the revenue from the land. 
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Expenditures shall be any outlay or average annual 
allocation of money or money's worth that has been 
charged against the revenue received during the period 
used in computing such revenue. Those expenditures to 
be charged against revenue shall be only those which are 
ordinary and necessary in the production and 
maintenance of the revenue for that period. 
Expenditures shall not include depletion charges, debt 
retirement, interest on funds invested in the land, 
interest on funds invested in trees and vines valued as 
land as provided by Section 429, property taxes, 
corporation income taxes, or corporation franchise taxes 
based on income. When the income used is from 
operating the land being valued or from operating 
comparable land, amounts shall be excluded from the 
income to provide a fair return on capital investment in 
operating assets other than the land, to amortize 
depreciable property, and to fairly compensate the 
owner-operator for his operating and managing services. 

(b) The capitalization rate to be used in valuing land 
pursuant to this article shall not be derived from sales 
data and shall be the sum of the following components: 

( 1) An interest component to be determined by the 
board and announced no later than September l of the 
year preceding the assessment year and which was the 
yield rate for long-term United States government bonds, 
as most recently published by the Federal Reserve Board, 
rounded to the nearest one-quarter (1/4 ) percent. 

(2) A risk component which shall be a percentage 
determined on the basis of the location and 
characteristics of the land, the crops to be grown thereon 
and the provisions of any lease or rental agreement to 
which the land is subject; and 

(3) A component for property taxes which shall be a 
percentage equal to the estimated total tax rate 
applicable to the land for the assessment year times the 
assessment ratio. The estimated total tax rate shall be the 
cumulative rates used to compute the state's 
reimbursement of local governments for revenues lost on 
account of homeowners' property tax exemptions in the 
tax rate area in which the enforceably restricted land is 
situated. 
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( 4) A component for amortization of any investment 
in perennials over their estimated economic life when 
the total income from land and perennials other than 
timber exceeds the yield from other typical crops grown 
in the area. 

(c) The value of the land shall be the quotient for the 
income determined as provided in subdivision (a) 
divided by the capitalization rate determined as 
provided in subdivision (b). 

(d) The ratio prescribed in Section 401 shall be applied 
to the value of the land determined in subdivision (c) to 
obtain its assessed value. 

(e) Unless a party to an instrument which creates an 
enforceable restriction expressly prohibits such a 
valuation, the valuation resulting from the capitalization 
of income method described in this section shall not 
exceed the valuation that would have resulted by 
calculation under Section 110.1, as though such property 
was not subject to an enforceable restriction in the base 
year. 

The county assessor shall notify annually the parties to 
an instrument which creates an enforceable restriction 
that unless either party expressly prohibits such a 
valuation, the valuation resulting from the capitalization 
of income method shall not exceed the valuation that 
would have resulted by calculation under Section 110.1, 
as though such property was not subject to an enforceable 
restriction in the base vear. 

In determining the 1~175 base year value under Article 
XIII A of the California Constitution for any parcel for 
comparison, the county may charge a contract holder a 
fee limited to the reasonable costs of such determination 
not to exceed twenty dollars ($20) per parcel. 

(f) If the parties to an instrument which creates an 
enforceable restriction expressly so provide therein, the 
assessor shall assess those improvements which 
contribute to the income of land in the manner provided 
herein. As used in this subdivision "improvements which 
contribute to the income of the land" shall include, but 
are not limited to, wells, pumps, pipelines, fences, and 
structures which are necessary or convenient to the use 
of the land within the enforceable restrictions imposed. 
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(assessment of timberlands) 

434.5. On March 1, 1977, and March 1 of each year 
thereafter, up to and including March 1, 1979, timberland 
shall be valued per acre according to the following 
schedule: 

Redwood region Pine-mixed conifer region 
Site I .......................... $80 Site I ..................... 0 ...... $60 
Site II ........................ $60 Site II .......................... $50 
Site III ...................... $50 Site III .......................... $40 
Site IV ............ 0 .... 00 ... $30 Site IV ................ 0 ......... $30 
Site V (and Site V (and 

inoperable) .. .. .. ... . $20 inoperable) ........... 0 $20 

When the assessor, pursuant to Section 434, designates 
a timberland parcel or portion thereof as inoperable, such 
timberland parcel, or portion thereof, shall be valued as 
if it is Site V. 

(b) On or before January 1, 1980, and every third year 
thereafter, the board after consultation with the timber 
advisory committee and in compliance with procedures 
set forth for adoption of rules under the Administrative 
Procedure Act, shall adopt schedules reestablishing the 
value of each grade of timberland graded pursuant to 
Section 434 as if it were bare of forest growth, and 
recognizing that the restricted use of the land is for 
growing and harvesting timber and compatible uses. The 
board shall certify such values to county assessors by 
January 10 of each year. Such schedule shall remain in 
effect until subsequent revision pursuant to the 
provisions of this subdivision. 

(c) Commencing January 1, 1977, the board shall 
collect such data as may be necessary to accurately value 
timberland pursuant to subdivision (b) 0 

(d) In promulgating regulations pursuant to 
subdivision (b) the board shall determine the value of 
such timberland subject to the following: 

( 1) The board shall base the value of such land upon 
the existence of a 10-year enforceable restriction using 
commonly accepted systems of valuation. 

(2) When the board is valuing timbt'rland property 
within a timberland preserve zone by comparison with 
sales of other timberland properties in ordPr to be 
considered comparable, the pr •rx'rties sold 5hall be at 
least 160 acres in size and shaH ' similarly restricted 
under a timberland preserve zone. Size ;.md any discount 
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for not be factors in determining 
the of land zoned as timberland preserve which is 
valued by a method employing the use of comparable 
sales. 

(e) purposes of this section, the value of each acre 
of timberland within each site class, within a timberland 
preserve zone, shall be presumed no greater than the 
value derived pursuant to subdivision (f). 

(f) The board shall: 
( 1) Prepare, or cause to be prepared, timberland site 

capability tables which shall prescribe by site 
classification the potential annual yield of wood by 
species or mixture of species per acre. 

(2) Multiply the potential annual yield by 10 percent. 
(3) Multiply the result of paragraph (2) by an 

immediate harvest value, averaged for the previous 20 
quarters, that is appropriate for the geographical area 
wherein such timberland values shall be applied. 

( 4) Divide the result of paragraph ( 3) by a 
capitalization rate of 10 percent expressed as a decimal. 

Pursuant to paragraph (2) of this subdivision, the 
Legislature declares that 10 percent is the average 
percent of income from potential annual yield of wood 
that can be attributed to timberland as a productive 
component contributing to such income, and the 
Legislature finds that it is in the public interest that 
values derived from analysis of sales of timberland 
restricted under timberland preserve zones shall not 
exceed this percentage. 

(g) For the purposes of this section, the value of each 
acre of timberland within a timberland preserve zone 
shall be presumed to be no less than twenty dollars ($20) 
per acre. 

(h) For the purposes the terp1 "value" 
(and its derivatives) means "full value" as defined in 
Section 110.5. 

( i) The Legislature finds and declares that the 
foregoing values are consistent with the taxation of 
timberland used primarily for growing timber and that 
these values are consistent with the intent of subdivision 
(j) of Section 3 of Article XIII of the Constitution. 
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Article 2.5. Change Reporting 

480. Whenever any change in ownership of real 
property or of a mobilehome subject to local property 
taxation occurs, the transferee shall file a signed change 
in ownership statement in the county where the real 
property or mobilehome is located, as provided for in 
subdivision (b) . · 

(a) The change in ownership statement shall be 
declared to be true under penalty of perjury and shall 
give such information relative to the real property or 
mobilehome acquisition transaction as the board shall 
prescribe after consultation with the California Assessors' 
Association. Such information shall include, but not ·be 
limited to, a description of the property, the parties to the 
transaction, the date of acquisition, the amount, if any, of 
the consideration paid for the property, whether paid in 
money or otherwise, and the terms of the transaction. 
The change in ownership statement shall not include any 
question which is not germane to the assessment 
function. The statement shall contain a notice that is 
printed, with the title in at least 14-point boldface type 
and the body in at least 10-point boldface type, in the 
following form: 

"Important Notice" 

"The law requires any person acquiring an interest in 
real property or mobilehome subject to local property 
taxation to file a change in ownership statement with the 
county recorder or assessor. The change in ownership 
statement must be filed within 45 days of the date of 
recording or, if the transfer is not recorded, within 45 
days of the date of the change in ownership. The failure 
to file a change in ownership statement within 45 days 
after receipt of a written request by the assessor results 
in a penalty of one hundred dollars ($100) or 10 percent 
of the current year's taxes on the real property or 
mobilehome, whichever is greater. This penalty will be 
added to the roll and shall be treated and collected like, 
and shall be subject to the same penalties for delinquency 
as, all other taxes on the roll on which it is eritered." 
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(b) If the document evidencing a change in 
ownership is recorded in the county recorder's office, 
then the statement shall be filed either with the recorder 
at the time of recordation or with the assessor within 45 
days from the date of recordation. If the document 
evidencing a change in ownership is not recorded, then 
the statement shall be filed with the assessor no later than 
45 days from the date the change in ownership occurs. 

(c) Whenever a change in ownership statement is 
filed with the county recorder's office, the recorder shall 
transmit, as soon as possible, the original statement or a 
true copy thereof to the assessor along with a copy of 
every recorded document as required by Section 255.7. 

(d) The change in ownership statement may be filed 
with the assessor through the United States mail, 
properly addressed with the postage prepaid. 

(e) Upon receipt of a change in ownership statement 
which has either been transmitted by the county 
recorder's office or been filed directly by the transferee, 
the assessor shall enter the prior assessment year value 
and an indication as to whether a change in ownership, 
as defined in Section 60, has occurred on the statement. 

(f) In the case of a corporate transferee of property, 
the change in ownership.statement shall be signed either 
by an officer of the corporation or an employee or agent 
who has been designated in writing by the board of 
directors to sign such statements on behalf of the 
corporation. 

481. All information requested by the assessor 
pursuant to this article or furnished in the change in 
ownership statement shall be held secret by the assessor. 
The statement is not a public document and is not open 
to inspection, except as provided in Section 408. 

-97-



482. If any person who is requested by the assessor to 
make a change in ownership statement fails to file such 
statement within 45 days from the date of request, a 
penalty of the greater of one hundred dollars ($100) or 10 
percent of the current year·s taxes on the real property 
or mobilehome shall be added to the assessment made on 
the current roll. The penalty shall be added in the same 
manner prescribed in Article 4 (commencing with 
Section 531) of this chapter for the addition of escape 
assessments, and shall be treated and collected like, and 
shall be subject to the same penalties for the delinquency 
as, all other taxes on the roll in which it is entered. 

Notice of any penalty added to the roll pursuant to this 
section shall be mailed by the assessor to the assessee at 
his address as contained in any recorded instrument or 
document evidencing a change in ownership or at any 
address reasonably known to the assessor. 

483. If the assessee establishes to the satisfaction of the 
county board of supervisors that the failure to file the 
change in ownership statement within the time required 
by Section 480 was due to reasonable cause and not due 
to willful neglect, and has filed the statement with the 
assessor, the board of supervisors may order the penalty 
abated, provided the assessee has filed with the board of 
supervisors written application for abatement of the 
penalty no later than 60 days after the date on which the 
assessee was notified of the penalty. 

If the penalty is abated it shall be canceled or refunded 
in the same manner as an amount of tax erroneously 
charged or collected. 

484. With the exception of the penalty provision of 
Section 463, the provisions of Article 2 (commencing with 
Section 441) shall be available to the assessor for the 
purposes of securing change in ownership information 
required for assessment purposes. 

485. If, after written request by the assessor, any 
person fails to comply with any provision of law for 
furnishing information required by Section 480, the 
assessor, based upon information in his possession, shall 
estimate the value of the property and, based upon this 
estimate, promptly assesses the property. 
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SEC. 43. Except as otherwise provided in this act, or 
in Chapter 49 of the Statutes of 1979, no escape 
assessments shall be levied and no refund shall be made 
for any years prior to 1979-80 for any increases (or 
decreases) in value made in 1978-79 as the result of the 
enactment of Article XIII A of the Constitution, and 
Chapters 292 and 332 of 1978 or this act, except that any 
refunds which result from appeals filed for 1978-79 in a 
timely manner or pursuant to Chapter 24 of the Statutes 
of 1979 shall be made. 

(Section 19 of AB 1019) 

SEC. 19. (a) Notwithstanding the provisions of 
Sections 110.1 and 110.6, as added to the Revenue and 
Taxation Code by Chapter 292 of the Statutes of 1978, and 
amended by Chapters 332 and 576 of the Statutes of 1978, 
the provisions of this act shall be effective for the 1979-80 
assessment year and thereafter. 

It is the intent of the Legislature that the provisions of 
this act shall apply to the determination of base year 
values for the 1979-80 assessment year and thereafter, 
including, but not limited any change in ownership 
occurring on or after March 1, 1975. 
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APPENDIX VII 

BOARD OF EQUALIZATION 

PROPERTY TAX RULES AND REGULATIONS 

1979-80 AND THEREAFTER 

(1) Rules 460-471 
(Effective August 22, 1979) 

(2) Assessor's Letter: SB 17 
and base year values 

(3) Assessor's Letter: Effect of 
AB 1488 on escape assessments 
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) 

State of Colilornio 

BOARD OF EQUALIZATION 

PROPERTY TAX DEPARTMENT 

PROPERTY TAX RULES AND REGULATIONS 

IN EFFECT FOR 1979-80 AND THEREAFTER 

Chapter 1. State Boord of Equalization- Property Tax 
Subchapter 4. Equalization by State Board 
Article3. Taxable Property of a County, City or Municipal Corporation 

Rule No. 460. (Cal. Adm. Code) GENERAL APPLICA TIOH 

Reference: Article XIII A, Sections 1 and 2, Colifornio Constitution. 

(a) Sections 1 and 2 of Article X Ill A of the Constitution provide for a I imitation on property 
taxes and a procedure for establishing the current taxable value of locally assessed real property 

by reference to a base year full cash value which is then modified annually to reflect the infla
tion rate not to exceed two percent per year. 

(b) The following definitions govern the construction of the terms 1n the rules pertaining to 
Sections 1 and 2 of Article XIII A. 

(1) BASE YEAR. The assessment year 1975-76 serves as the original base year, Thereafter, 
any assessment year in which real property, or a portion thereof, is purchased, is newly con
structed, or changes ownership shall become the base year used in determining the full value for 
such real property, or a portion thereof. 

(2) FULL CASH VALUE. 
(A) The full cash value of real property means: 

l. The "full cash value" as defined in Section 110.1 of the Revenue and Taxation 
Code, as of the lien dote 1975 for properties with a 1975-76 base year, or 

2. The "full cash value" as defined in Section 110 of the Revenue and Taxation 
Code as of the date such real property is purchased, is newly constructed, or changes ownership 
after the 1975 lien date, the full cosh value of which shall be enrolled on the lien date next suc
ceeding the date when such real p~operty, or portion thereof, is purchased, is newly constructed, 
or changes ownership. 

(B) If real property has not been appraised to its appropriate base year full cash value, 
then the assessor shall reappraise such property to its full cash value for the appropriate base 
year lien date. Such reappraisals may be at any time, notwithstanding the provisions of Section 
405.6 of the Revenue and Taxation Code but 1975-76 base year values must be determined prior to 
July 1, 1980. 

(3) RESTRICTED VALUE. Restricted value means a value standard other than full cash 
value prescribed by the Constitution or by statute authorized by the Constitution. 

(4) FULL VALUE. Full value (appraised value) means either the full cash value or the 
restricted value. 

(5) INFLATION RATE. For each lien date after the lien date in which the base year full 
value is determined, the full value of reo! property shall be modified to reflect the percentage 
change in cost of living, as defined in Section 2212 of the Revenue and Taxation Code; provided 
that such value shall not reflect an increase in excess of 2 percent of the taxable value of the 
preceding lien date. 
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978. 

base year full value adjusted for ony given 
for the some whichever is less. 

Amended January 25, 1979, effective March 1, 1979. Applicable lo assessments fer 1979 and years 

Repealed Old Rule and Adopted New Rule August 16, 1979, elloctive August 22, 1979. 

Rule 460. . Adm. BASE EAR VALUES . 

Reference: s amended by Chopler 49, Slatules 1979 

the assessor shall determine base year value 

for base year at the value appear on the 1975-76 assess-
that value re from o "period appro sal" made for the 1975 lien dote 1 whether 

ornot the roil value differed from the 1974-75 assessment rol value. 

(b) The value of of property shall be to have been pursuant to a 
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Rule Ho. 461 

Reference: Article 
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2. It is determined that new construction has 
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Rule Ho. 462. L Adm. 

(c) A transfer of 

(d) The 
rea I property for any 

years or on estate for 

tax exempt 

CHAHGE IN OWNERSHIP. inued l) 

ownership. 

(e) The creation, sublease, assignment or termination of the right to beneficial use and possession 

of taxable real property and the transfer of the lessor's interest in any leased property constitutes 
a change in ownership or not as follows: 

( 1) The creation of a leasehold interest in real for a term of 35 years or more or the 
transfer of a leasehold interest with a remain term of 35 years or more or the termination of o 

leasehold interest wh ch had on or I term of 35 years or more is a in ownership. 

The calculation of the term of a lease for purposes of this section shall include written 
options. 

(2) The sublease or assignment of a leasehold interest in taxable property with a remain 

term of less than 35 years, including renewal options, is not a change of owne,.;hip regardless of 

the ori gina I term of the lease. 

(3) The transfer of a lessor's interest in taxable real property 

maining term, including renewal opt of less than 35 years s a 

The transfer of a lessor's interest in taxable real property subject to mu le leases, one or more 

of which is for a period of less than 35 years and one or more of which is for a period of 35 years 

or more, is a change of ownership only to the extent of the property subject to a lease(s) of less 
than 35 years. 

(f) F orec 

(1) 
only: 

or deed of trust foreclosed 

the period of has 

iudicial action is sufficient in ownership 

ssed and property has not been or 

redemption when title vests in the original debtor's successor in interest. 

(2) Deed of trust foreclosed by trustee's sale shall cause a reappraisal as of the dote of the 
sole. 

A transfer by a trustor n lieu ot a trustee's foreclosure sale constitutes o change in 
ownership. 

(g) Transfers resulting from tax delinquency. 

Transfers by the sole to or deed to the state and the former assessee sha II not be 
considered as changes in ownersh a sole by the state whether to the original owner 

reappraisal as of the date of the sale. 

(h) Trusts -creation and termination. 

( 1) The transfer of real property to a trust s 
unless: 

m ownership at the time of transfer 

(A) The transferor or the transferor's spouse is the present beneficiary of the trust, or 

(B) The trust is revocable, or 

(C) The transferor retains the reversion and the beneficial interest(s) created does not 
exceed 12 years in duration. 

(D) The exemption afforded I transfers 1es. 

(E) The transfer is from one trust to another and meets the of (A), (B), (C) 
or (D). 
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Rule Ho. 462. (Cal. Adm. Code) CHANGE IH OWNERSHIP. (Continued 3) 

A transfer of real property by P, A, B, or C to any of the other three corporations would not be a 
change in ownership, e.g., a transfer by C which is wholly owned by A and B to B which is wholly 
owned by A and P would not be a change in ownership because of those relationships and the 
fact P awns 100 percent of A. 

(3) The purchase or transfer of stock or membership certificates in a housing cooperative is 
not a change in ownership provided the cooperative was financed under one mortgage, was insured 
under Sections 202, 213, 221 (d) (3), 221 (d) (4), or 236 of the National Housing Act, as amended, 
or was financed by a direct loan from the California Housing Finance Agency and the Regulatory 
and Occupancy Agreements were approved by the respective insuring or lending agency. 

(k) lnterspousal transfers. 

Notwithstanding any other provision of Sections 460 through 471 of this code, a change in owner
ship shall not include any interspousal transfer, including, but nat limited to: 

(1} Transfers to o trustee for the beneficial use of a spouse, or the surviving spouse of a 
deceased transferor, or by a trustee of such a trust to the spouse of the trustor, 

(2) Transfers which toke effect upon the death of a spouse, 

(3) T ronsfers to a spouse or former spouse in connection with a property settlement agreement 
or decree of dissolution of a marriage or legal separation, or 

(4) The creation, transfer, or termination, solely between spouses, of any co-owner's interest. 

(I) The following transfers do not constitute a change of ownership: 

(l) The transfer of bore legal title, e.g., 

(A) Any transfer to on existing assessee for the purpose of perfecting title to the property. 

(B) Any transfer resulting in the creation, assignment, or reconveyance of a security 
interest not coupled with the right to immediate use, occupancy, possession or profits. 

(2) Any transfer caused by the substitution of a trust~e pursuant to the terms of a security 
or trust instrument. 

(3) Any transfer by on instrument whose terms reserve to transferor, the transferor's spouse 
or both of them on estate for years or on estate for I if e. When such reserved estates both terminate 
and if the provisions of this section relating to trusts and interspousal transfers do not provide 
otherwise, a change in ownership shall be deemed to have occurred. 

(4) Any purchase, redemption or other transfer of the shores or units of participation of o 
group trust, pooled fund, common trust fund, or other collective investment fund established by o 
financial institution. 

(5) Any contribution of real property to on employee benefit plan or the creation, vesting, 
transfer, distribution or termination of o participant's or beneficiary's interest in such a plan. The 
terms used herein shall have the meaning ascribed to them by the Employee Retirement Income 
Security Act of 1974. 

(m) Date of change in ownership. 

For purposes of reappraising real property as of the dote of change in ownership of real property, 
the following dotes shall be used: 

(1) Sales. 

(A) Where the transfer is evidenced by recordation of o deed or other document, the date 
of recordation shall be rebuttably presumed to be the date of ownership change. 

This presumption may be rebutted by evidence proving o different date to be the date all parties' 
instructions have met in escrow or the essential elements of a contract of sale have been met. 
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Rule No. 462. (Ca CHANGE 1M OWNERSHIP. (Continued 4) 

(8) Where the transfer is accomplished by an unrecorded document, the date the transferee 
obtained the right to possession and/or beneficial use shall be rebuttably presumed to be the dote 
of ownership change. This presumption may be rebutted by evidence proving a different date. 

(2) Leases. The date the lessee has the right to possession. 

(3) Inheritance will or intestate succession). The date of death of the decedent. 

(4) Trusts. 

(A} Revocable. The date the trust becomes Irrevocable. 

(B) Irrevocable. The date property is placed in trust. 

NOTE: Refer to subsection (h) for trust transfer exemptions. 

History: Adopted June 29, !978, effective July 3, 1978. 

Amended September 26, 1978, ellective October 2, 1978. 
Repealed Old Rule and Adopted New Rule August 16, 1979, effective August 22, 1979. 

Rule No. 463. (Cal. Adm. Code) NEWLY CONSTRUCTED PROPERTY 

Reference Article XIII A, Sections 1 and 2, California Constitution. 

(a) When real property, or a portion thereof, is new.ly constructed after the 1975 lien date, the 
assessor shall ascertain the full value of such "newly constructed property" as of the date of 
completion. This will establish a new base year full value for only that portion of the property 
which is newly constructed, whether it is an addition or alteration. The taxable value on the 
total property shall be determined by adding the full value of new construction to the taxable 
value of preexisting property reduced to account for the taxable value of property removed during 
construction. The full value of new construction is only that value resulting from 1he new con
struction and does not include value increases not associated with the new construction. 

(b) "Newly constructed" or "new construction" means and includes: 

(1) Any substantial addition to land or improvements, including fixtures, such as adding land 
fill, retaining walls, curbs, gutters or sewers to land or constructing a new building or swimming 
pool or changing an existing improvement so as to add horizontally or vertically to its square 
footage or to incorporate on additional fixture, as that term is defined in this section. 

(2) Any substantial physical alteration of land which constitutes a major rehoblitation of the 
land or results in a change in the way the property is used. 

Examples of alterations to land to be considered new construction ore: 

Site development of rural land for the purpose of establishing a residential subdivision. 

Altering rolling, dry grazing land to level irrigated crop land. 

Preparinga vacant lot for use as a parking facility. 

In any instance in which an alteration is substantial enough to require reappraisal, only the value 
of the alteration shall be added to the base year value of the pre-existing land or improvements. 

Increases in land value cau11ed by appreciation or a zoning change rather than new construction 
shall not be enrolled, for example: 



Rule No. 463. (Cal. Adm. Code) NEWLY CONSTRUCTED PROPERTY. (Continued 1) 

1. Land value 1975 = $10,000 

2. Land value 1978 = $20,000 

3. Value of alteration 1978 = $ 5,000 

4. Value of structure 
added 1978 = $75,000 

1979 roll value (1+3+4) = $90,000 (must be adjusted to reflect appropriate 
indexing) 

Alterations to land which do not constitute a major rehabilitation or which do not result in a 
change in the way the property is used shall not result in reappraisal. 

(3) Any physical alteration of any improvement which converts the improvement or any portion 
thereof to the substantial equivalent of a new structure or portion thereof or changes the way in 
which the portion of the structure that had been altered is used, e.g., physic,• alterations to an 
old structure to make it the substantial equivalent of a new building without any change in the 
way it is used or alterations to a warehouse that makes it usable oso retail store or a restaurant. 
Only, the value, not necessarily the cost, of the alteration shall be added to the appropriately 
indexed base year value of the pre-existing structure. 

(4) Excluded from alterations that qualify as "newly constructed" is construction or recon

struction performed for the purpose of normal maintenance and repair, e.g., routine annual prepara
tion of agricultural land or interior or exterior pointing, replacement of roof coverings or the addi
tion of aluminum siding to improvements or the replacement of worn machine parts. 

(5) Any substantial physical rehabilitation, renovatio!l or modernization of any fixture which 
converts it to the substantial equivalent of a new fixture or any substitution of a new fixture. 

Substantial equivalency shall be ascertained by comparing the productive capacity, normally 

expressed in units per hour, of the rehabilitated fixture to its original productive capacity. 

(c) For purposes of this section, "fixture" is defined as an improvement whose use or purpose 

directly applies to or augments the process or function of a trade, industry, or profession. 

(d) New construction in progress on the lien date shall be appraised at its full value on such date 
and each lien dote thereafter until the dote of completion, at which time the entire portion of 
property which is newly constructed shall be reappraised at its full value. 

(e) For purposes of this section, the date of completion is the date the property or portion thereof 
is available for use. In determining whether the real property or a portion thereof is available for 
use, consideration shall be given to the date of the final inspection by the appropriate govern
mental official, or, in the absence of such inspection, the date the prime contractor fulfilled all 
of his contract obligations, or in the case of fixtures, the date of the completion of testing of 
machinery and equipment. 

(f) Newly constructed property does not include real property which is timely reconstructed after 

a disaster where the full value of such real property, as reconstructed, is substantially equivalent 
to its full value prior to the disaster. If the values are not substantially equivalent, the assessor 

shall on lien date following restoration: 

(1) Enroll the restored property at its former taxable value plus or minus the appropriate 
inflation adjustment, or 

(2) Enroll the current market value of the restored property if the current market value is 
less than the value found in Item 1 above, or 
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Rule No. 463. (CaL Adm. Code) NEWLY CONSTRUCTED PROPERTY. (Continued 2) 

in Item 1 above plus the market value of any newly constructed 
that new construction has occurred. 

subsection only, 
that is restored, 

lly 

newly constructed property does not include any land, 
repo ired in a timely manner following a 

and qua to that which existed 

reconstruction or restoration as o result of disaster which changes owner-
of reconstruction or the value of the land and existing im-

determined as of the date of the change in ownership but the value of any 
restoration which occurs following the transfer shall be determined as of the 

in accordance with the provisions applicable to new construction but without 

"substantially equivalent" test normally applicable to property reconstructed follow
a disaster. 

istory: Adopted June 29, i978, effective July 3, 1978. 
Amended September 26, 1978, effective O<:tober 2, 1978. 
Amended Jonuory 25, 1979, effective March 1, 1979. Applicable to assessments for 1979 and years thereafter, 

Repealed Oid Rule and Adopted New Rule August 16, 1979, effective August 22. 1979. 

le Ho. L Adm. Code) EXEMPTIONS. 

110, 110.1, 110.5, 110.6, Revenue and Taxation Code 

Article XIII A does not repeal any property tax exemptions granted or authorized by the Constitution 
July 1, 1978. The property tax rote shall apply to the current taxable value less any 

specific property. Examples of the application of partial exemptions ore 

The property tax rote oppl ies to the current taxable vo lue of property 
exemption less the value of the exemption. 

The sum of 25 percent of the taxable value of taxable assets and 100 
the current full cash value as defined in Revenue and Taxation Code Section 110 for non

assets will determine the lim(totion for the veterans' property tax exemption. Article XIII A 
contains no sion for reconsidering the granting of the exemption prior to 1978. The property tax 

ies to the current taxable value of property qualifying for the veterans' exemption less the 
of the 

The property tax rate applies to current taxable value of property 
veterans' property tax exemption less the value of the exemption. 

Adopted June 29, 1978, effective July 3, 1978, 

Rule No. 465. (Co I. Adm. Code) NONPROFIT GOLF COURSES. 

Reference: Article II A, Sections 1 and 2, Col ifornio Constitution. 

real property used exclusively for nonprofit golf course purposes in 
sions of Section 10 of Article XIII of the California Constitution, the assessor shall 

for lien date and thereafter ascertain the value of such property on the basis of such use, 
the full value attributable to ony mineral rights without regard to any of the provisions of 

Section 2 Article XIII A of the California Constitution or its implementing legislation. 

Hi&tory: Adopted June 29, 1978, effective July 3. 1978. 

f{.,i>'>,.l"d Old Role and i>doptcd New Rule Auuust 16, 1979, ellect•v• Auyuol ·n. 1979. 
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AND ENROLLMENT OF TREES AND VINES 

Ccns!i!ution. 

in orchard or vineyard form shall be 
iously exempt trees and vines shall 

enforceably restricted sha II be onnua lly va I ued pursuant to the 
without to the provisions of Section 2 of Article XIII A of 

land not enforceably restricted shall be enrolled at their base year value 
reflect annual increases in the consumer price index not to exceed two 

lue for the current lien whichever is less. 

for trees and vines planted in land not enforceably restricted shall be 
to taxation unless that year was prior to 1975 in which case the base 

other than trees and vines, planted for their commercial pn ... Juction on enforce
shall be valued annually as provided in Section 470. I( they ore planted on 

they shall be valued and have the same base year as the land 
1975 in which case their value as of the date of planting shall be 

effective July 3, 1978. 

26, 1978, efl.,ctive October 2, 1978. 
ond Adopted New Rule August 16, 1979, effechvo August 22, 1979. 

Adm. TAXABLE POSSESSORY INTEREST. 

XI I A, Sections 1 and 2, California Constitution. 

and thereafter the assessor 
ion 21 of this 

newly created 
the dote of creation. 

shall ascertain the value of all taxable posses
and created prior to March 1, 1975, as of that 

to March 1, 1975, shall be appraised at 

extended, subleased or assigned for any term shall be appraised at 
of the date of theo renewal, or as of the dote the sub-lessee or assignee 

occupancy or use of the nrr><>~••rtv 

erected for the purpose of exercising the granted by the possessory inter-
be valued as of the date of the completion of construction. When improve-

holder of the possessory interests are in course of construction for a period 
one lien date, shall be appraised in accordance with Section 463. 

of any possessory interest for any reason to a value that is less 
ly indexed to the lien date for which the roll is being prepared 

26, 1978, effective October 2, 1978. 

1979, effective March l, 1979. Applicable to assessments for 1979 and years thereafter. 

Adopt.,d New Rule August 16, 1979, effective August 22, 1979. 



AND GAS ERTIES. 

gas 

taxable reel property interest. 
ical or economic condi-

recoveroble amounts of min

on capabilities consti
to the system employed in re

ined by reference to Section 

is determined by estimating the 
those reserves which geological 

certo to be recoverable in the future, 
economic operating conditions. Present 

reference to ail economic factors con
the operation and buying or selling 

pr ces and operation expenses. 

property interests requires the application of specialized 
the requirements of Article XIII, Section 1, and Article 

To this end, the valuation of such properties 

shall be pursuant to the following principles and 

property shall be estimated as of lien date 1975 
in ownership occurs subsequent to 

itions in reserves shall be valued as of 

Improvements removed from the site 
shall be determined using factual market 

knowledgeable and informed persons 

gas and other mineral-producing properties 

value may be increased no more than 

discovery, construction of improve-
quont and appraised at market value. 

of mineral reserves shall be calculated as 

reserves using current market data 

the vo lue of 
improvements from the 

the prior year's re-

ing the volume of the 
reserves only, per unit of 

the reserves remaining from 
reserves from the or year's 

new volume by the current market 

of the value of the prior year's 
the oppropr iote percentage 

the new reserves, as calculated 
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of land (wells, cas 
value except as 
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PRODUCING PROPERTIES. (Continued) 

and 

wells, casings and parts thereof) 
with Section 460.1, the 

ownership occurs subsequent to iien 

parts thereof) and improvements shall remain 
below. 

value of the appraisal unit, i.e., land, 
value of the some unit. 

I. Adm. Code) MINES AND QUARRIES. 

110.1, 110.5, 110.6, Revenue and Taxation Code. 

minerals and rocks are natural substances of the earth, and ore classified 
qua I i ty that may be removed from the land 

operating conditions are classified as reserves. The creation of 
development constitutes an addition to real property and the pro
from a reserve constitutes a removal of real property. 

or quarry is its base 

leted reserves shall be 
li shment of the 

shall be 

July 3, 1 
1978. 

full value adjusted for the depletion of 
ined annually employing the economic 

the base year. 

which either development or mining occurs. 

I. Adm. ENFORCEA RESTRICTED PROPERTY 

II Sections 1 and 2, California Constitution. 

restr pursuant to Section 8 of 
for property tax purposes pursuant to 

421 le 1.9, Historical Property 
of the Revenue and Taxation Code. 

ore cancelled or nonrenewa! by the Revenue 
shall be the base year value as modified 

979, effective August 22, 1979. 



Rule Ho. 471. (Cal. Adm. Code) TIMBERLAND. 

Reference: Article XIII A, Sections 1 and 2, California Constitution. 

Consistent with the intent of the provisions of Section 3 (j} of Article XIII of the California Consti
tution and the legislative interpretation thereof, the value for land which has been zoned as timber
land pursuant to Section 51110 or 51113 of the Government Code shall be ascertained for the 1979 
lien dote from the schedule contained in Section 434.5 of the Revenue and Taxation Code and 
thereafter from the most recent board-adopted timberland site class value schedule. 

History: Adopted June 29, 1978, effective July 3, 1978. 

Amended September 26, 1978, effective October 2, 1978. 

Repealed Old Rule and Adopted New Rule August 16, 1979, effective August 22, 1979. 
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STATE OF CALIFORNIA 

ATE BOARD OF 

• 

( 

( ) 

) 

49, Statutes 
clarifies 
and sets 

follow: 

on the 1975-76 
shall become 

GEORGI! II. REILLY 

J, DIIONI!NIUI!G, JL 
Dl•lrlct, Son Dlqc 

WILLIAM M. IIENNm 
Third Di•trlct, San llof<oel 

IIICHAI!C NEVINS 
Fourth District, l'a~adena 

KENNETH COllY 

OOUGW D. IIEH 
Execuflv• Secrelory 

No .. 79/83 



Mq 9, 1cn9 

1979-SO tax installments for the subject property. However, 
if there has been a change of assessees between Jucy 1, 1978 
and June .30, lo/79, a refund of taxes paid shall be prorated 
between such assessees in the same proportion as they 
participated in the payment of such taxes. No ref'um shall 
be made of any aJOOunt previously' collected to pq the interest 

. and redemption charges on any indebtedness approved by the 
voters prior to Jt.tly' 1, 1978. 
I«>TE: There is a question as to how adjustments will be made 

where appropriate reductions are not identified untU 
a.:rter lo/79-80 taxes have been levied. 

{8) There will be no reimbursement of coats incurred by local agencies 
in the administration of this statute. 

{9) This is an urgency statute that takes effect illmediat.ely'. 

If you should have any further questions, please contact John ~Coy of 
this division .. 

VW:sk 

Sincerely', 

Verne Walton, Chief 
Assessment standards Division 
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ASSESSORS -2- October 5, 1979 

Section 42 of Assembly Bill 1488 provides that no creation, 
assignment or sublease of a leasehold interest on or after 

and no transfer of property subject to a lease on or after 
1975, shall constitute a change in ownership, unless it is defined 

in ownership under Revenue and Taxation Code Section 61(c). 
pertains to leases then, Assembly Bill 14$8 is, for all practical 

retroactive, and escape assessments and refunds which result 
from the application of Assembly Bill 1488 in instances involving leases 

should be made. 

a transfer, other than a transfer of property subject to a 
lease or a leasehold interest, constituting a change in ownership under 

as it existed in 1978 but not constituting a change in ownership 
under Assembly Bill 1488 should be correctly enrolled for 1979, but a 
change to the 1978 roll should not be made. Similarly, no refunds should 
be where appeals were filed for 1978-79 on the basis that transfers 

revocable inter vivos trusts were not changes inownership. Pursuant 
former Revenue and Taxation Code Section 110.6 and former Board Rule 

No. (f), in effect in 1978, such transfers were changes in ownership. 

if a transfer of property, for example, an outright sale, 
in July 1977, that transfer constituted a change of ownership 

under Senate Bill 154, Senate Bill 2212, and Assembly Bill 1488, and it 
recently reported or discovered, escape assessments should be 
both 1978 and 1979. Likewise, the creation, termination, 

or sublease of a leasehold interest or a transfer of property 
to a lease constituting a change in.ownership under Assembly Bill 

not under Senate Bill 154 and Senate Bill 2212, should result in 
an assessment for 1978. Finally, any transfer, for example, one 
from a husband to a wife, incorrectly considered as a change in ownership 

sk 

result in a refund. 

any inquiries or additional questions to John M:Coy of this 
(916} 445-4982. 

Sincerely, 

Verne Walton, Chief 
Assessment Standards Division 
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APPENDIX VIII 

PROPOSITION 13 ISSUES IN LITIGATION JULY 15-31, 1979 
---- ------------------ ---------- ---- -

The Proposition 13 Court Calendar * 

A summary of litigation related to Article XIII-A of the California 
Constitution, as of June 18, 1979 

1. Constitutionality of 
Proposition 13 

• Amador Valley Joint Union High 
School District, et aL, v. state Board of 
Equalization, et aL; County of Alameda, 
et aL, v. r;tat{: Board of Equalization, et 
aL; City and County of San Francisco, 
et al., v. Joseph E. Tinney, as Tax 
Assessor, etc., et al. 

• State Supreme Court, San Francisco
Nos. 23849, 23850 and 23855 (22 Cal. 3rd 
208) 

• Decision ruled Proposition 13 
(Article XIII A) constitutional. 

2. Constitutionality ofBoard 
Rule 

• Robert C. Peterson v. Santa Cruz 
County Assessment Appeals Board, et 
al. 

• Santa Cruz County Superior Court No. 
68277 

• On January 16, 1979, plaintiff 
filed suit for declaratory relief 
requesting court to consider 
constitutionality of the Board of 
Equalization's Rule 462 (f), 
which concludes transfers to 
inter vivos (between living 
persons) trusts constitute a 
change of ownership. 

On March 2, 1979, the attorney 
general filed a motion for 
intervention with the Superior 
Court requesting he be allowed 
to intervene in the action on 
behalf of the appeals board. This 
request was granted by the 
court. On April 27, 1979, the 
board filed a motion to strike the 
attorney general's authorization 
for intervention. At a May 10, 
1979, hearing, the motion to 
strike was heard. The judge 
denied the board's motion from 
the bench. Board filed its answer 

•Compiled state sources 

on the substantiative issues on 
May 18, 1979. No further action 
on this case had taken place as 
of June 18, 1979. 

3. Question of what consti
tutes bonded indebtedness 

• Richard Carmen and the Better 
Government Association v. City of San 
Gabriel and L.A. County 

• Los Angeles County Superior Court 

• Plaintiff filed suit demanding 
refund of property taxes 
transferred to city employees' 
pension fund. The taxes were 
levied as bonded indebtedness 
on homeowner's tax bill. 
Plaintiff contends such 
assessments were in violation of 
Proposition 13 since they come 
within the exclusion of prior 
voter-approved indebtedness. 
No further action on this case 
had taken place as of June 18, 
1979. 

4. State Assessees 

• Pacific Gas & Electric Company, et al. 
v. state Board of Equalization 

• San Francisco Superior Court No. 
7405678 

• Action seeks declaratory relief 
and writ of mandamus. 
Petitioner argues that the board 
should not have assessed public 
utilities (78-79 lien year) under 
California Constitution (Article 
Xlll A) differently than the 
assessor assesses local property. 

L < 

---
On August 2, 1978, the Superior 
Court- denied petitioner's 
petition for writ of mandate 
based -upon the court's 
conclusion that Article Xlll A 
does not apply to state assessees. -
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Subsequent writ to Supreme 
Court was denied on August 21, 
1978. On February 7, 1979, 
plaintiff filed an appeal with the 
First District Court of Appeal. In 
March 1979, board filed its reply 
brief. In May, plaintiff filed its 
reply brief. No court date had 
been set as of June 18, 1979. 

5. Determination of what 
constitutes 1975 market 
value 

• Ted Cleveland, et al. v. County of Butte 

• Butte Superior Court No. 67356 

• Class action seeks declaratory 
relief, injunction and damages. 
Plaintiff argues the assessor is 
without authority under 
California Constitution (Art
icle XIII A) to reappraise any 
property that was appraised in 
1975 even though value 
appearing on the 1975 roll was 
not the property's fair market 
value. The case was scheduled 
for hearing on January 26, 1979, 
on defendant's demurrer. The 
February 15, 1979, hearing date 
was postponed. The purpose of 
the postponement was to allow 
the plaintiff's attorney to 
contact all of the clients in the 
case to see if they were willing to 
drop the suit. This case was 
dismissed without prejudice on 
March 21, 1979. 

• Holmdahl v. Alameda County 
Assessor ·and state Board of 
Equalization 

• Alameda Superior Court No. H-55317 -9 

• Class action suit seeks 
declaratory relief; plaintiff 

''· ~ on Page 2) 
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(Continued from Page 1) 
argues county is without legal 
authority to reappraise property 
on the 1975 roll to a 1975 market 
value level. On December 18, 
1978, the case was heard. 
Counties and the board 
demurrers were overruled and 
plaintiffs motion for summary 
judgment taken under submis
sion. On January 15, 1979, the 
court held the board's rules were 
constitutional but concluded 
county had no authority to 
increase the value of any 
property that had been 
appraised for the 1975 lien date. 
The county is considering an 
appeal. It had until May 7, 1979, 
to file the appeal. The county did 
not appeal. The basis for the 
county's decision was SB 17, 
which renders it moot. 

• People's Advocate, Inc. et al. v. State of 
California, et al. 

• Sierra County Superior Court No. 3499 

• Complaint filedonJanuary22, 
1979, seeks declaratory relief, 
injunction and damages. 
Plaintiffs assert authority is 
lacking under California 
Constitution (Article XIII A) to 
reappraise any property above 
the value appearing in the 1975 
tax bill even though the 1975 
value was not the fair market 
value and notwithstanding the 
fact the property had not been 
reappraised for the 1975-76 tax 
year. On February 22, 1979, the 
board filed its demurrer and 
answer to the complaint. 

• Louis C. Renand, et al. v. State of 
California, et al. 

• Contra Costa Superior Court · 

• Complaint seeks declaratory 
relief, injunctive relief ..and 
petition for writ of mandate .. 
Plaintiffs assert authority is: 
lacking under California 
Constitution (Article XIII A) to 
reappraise any property that · 
was appraised in 1975 even 

though value appearing on the 
1975 roll was not the property's 
fair market value. On January 5, 
1979, the case was heard. 
Defendant's motion to strike 
attomey general's answer was 
granted. Defendant, county and 
board demurrers were sustained 
with 60 days given to plaintiffto 
amend his complaint. 

On March 4, 1979, plaintiffs 
amended first complaint was 
filed with the c;ourt. On April 6, 
1979, the defendants filed points 
and authorities on the subject of 
whether or not the attomey 
general should be allowed to 
intervene in this rna tter. 
Decision was pending as of June 
18, 1979. 

• Lynn D. Smith, et al. v. County of 
Monterey, et al. 

• Superior Court No. 74599 

• Class action seeks declaratory 
relief, injunction and damages. 
Plaintiff argues the assessor is 
without authority·· under 
California Constitution (Article 
XIII A) to reappraise · any 
property that was appraised in 
1975 even though value 
appearing on the 1975 roll was 
not the property's fair market 
value. Parties were awaiting 
outcome of Holmdahl and 
'Renand suits. 

6. Determination of proper 
ta.X to be applied to 1978-79 
unsecured roll · 

•BoardofSuPervisorsv.Lonergan,etal. 

~.Sa~ Diego Superior Court No. 421865 

·• Plaintiff filed sUit r~questing 
1he court to declare ·that the 1% 
rate limitation under Article 
XIII A is equally .applicable to 
personal property. On ·Septem-
ber 13, 1978, Superior Court 
concluded -that the 1.% rate 
limitation is equally applicable 
to personal property. Appeal 
_cwas :filed on November 9,1978, 
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in the Fourth District Court, 
Civil No. 18580. As of June 18, 
1979, no hearing date had been 
set for oral argument in the 
appeal. 

• Boroughs v. Contra Costa County 

• Contra Costa Superior Court 

• Plaintiff filed suit requesting 
the court to declare that the 1% 
rate limitation under Article 
XIII A is equally applicable to 
personal property. Case was 
being held in abeyance awaiting 
outcome of Lonergan case in 
San Diego. 

• Cox, Cummings & Lamphere v. 
Edward W. Leal, et al. 

• Contra Costa Superior Court No. 
192651 

• Recently plaintiff filed suit 
requesting the court to declare 
that the 1% rate limitation under 
Article XIII A is equally 
applicable to personal property. 

• Darr, et al. v. Alvord, et al. 

• Los Angeles Superior Court 

• Class action claim seeks 
refund on the 1% rate. On 
September 1, 1978, ·the court 
refused to issue an injunction to 
place in an impound account 
any taxes collected on the 
unsecured roll above the 1%. 
Court in essence concluded there 
was an adequate remedy at law; 
payment of tax and filing a claim 
for refund. Hearing on claim for 
refund ·was set for January 17. 
1979. 

Court requested additional 
briefs to be :filed by February 9, 
1979. 

· On February 16, and February 
17, 1979, oral arguments were 
submitted. No decision; class 
being certified. Motion for 

(Continued on Page 3) 
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(Continued from Page 2) 
summary judgment was made 
on March 2, 1979. On May 14, 
1979,judge ruled thecasedidnot 
constitute a proper class action. 
Case is now limited to one 
taxpayer suit, that of Mr. Darr. 

• Darr v. Cory, et al. 

• Sacramento Superior Court 

• A class action claim was filed 
calling for a writ to stop 
payments to any jurisdiction 
which uses last year's tax rate 
instead of the 1 o/o on the 
unsecured roll. The basis for the 
suit is that state funds are not to 
be distributed if jurisdictions are 
not complying fully with Article 
XIII A (Sacramento No. 276211). 
In November, Superior court 
denied the writ without leave to 
amend. 

• Hansen Manufacturing Company v. 
Los Angeles County 

• Los Angeles Superior Court No. 160985 

• Recently plaintiff filed suit 
requesting the court to declare 
that the 1 o/o rate limitation under 
Article XIII A is equally 
applicable to personal property. 
Was set for hearing on March 2, 
1979. Cross motion for summary 
judgment had been filed and set 
for hearing on March 2,1979. On 
April 4, 1979, judgment was 
entered against Los Angeles 
County. The court concluded 
that the 1% rate limitation under 
Article XIII A is applicable to 
personal property. The county 
appealed. No court date had 
been set as of June 18, 1979. 

• Jarvis & Hill v. Pope, et al. 

• Los Angeles Superior Court 

• On September 1,1978, plaintiff 
filed writ of mandate requesting 
1% rate be applied to personal 
property and that the 2% 
inflationary rate not be applied 
until 1979-80 roll. Action was 

dismissed without leave to 
amend 

• J.C. Penney v. the Board of 
Equalization 

• Los Angeles Superior Court 

• Writ of mandate seeks court 
action to force the Board of 
Equalization to bring action 
against counties not using 1% 
rate for personal property. 
Presumably, case can be 
considered moot because no 
further action has been taken 
and because of decision in case 
of Younger v. Alvord. 

• EvelleJ. Younger, etal. v. H.B. Alvord, 
et aL 

• State Supreme Court, Los Angeles, No. 
30996 (7-28-78; 23 Counties v. Younger, 
Cory, state Board of Equalization) 

• Plaintiff filed suit requesting 
court to declare that the 1% rate 
limitation under Article XIII A 
is equally applicable to personal 
property. On August 16, 1978, 
the court refused to issue the writ 
of mandate requiring the 
counties to apply the 1% rate to 
personal property. In essence 
the court concluded that there 
was an adequate remedy at law; 
payment of tax and :filing of a 
claim for refund. 

• Darr& Ackert v. Supervisors of Marin 
County (Coffrini) 

• In November 1978, plaintiff 
filed suit requesting the court to 
declare that the 1% rate 
limitation under Article XIII A 
is equally applicable to personal 
property. No further action had 
been taken as of June 18, 1979. 

• Darr, et al. v. Tax Collector, Santa 
Barbara County 

• In November 1978, plaintiff 
filed suit requesting the court to 
declare that the 1% rate 
limitation under Article XIII A 
is equally applicable to personal 
property. No further action had 
been taken as of 18, 1979. 
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• Darr, et al. v. Tax Collector, Orange 
County 

• In November 1978, plaintiff 
filed suit requesting the court to 
declare that the 1 o/o rate 
limitation under Article XIII A 
is equally applicable to personal 
property. No further action had 
been taken as of June 18, 1979. 

• American Bakeries, et al. v. Alameda, 
Contra Costa, San 'Francisco, Los 
Angeles, Marin, Fresno, Orange, 
Riverside, Santa Barbara, Santa Cruz 
and Butte Counties 

• On January 26, 1979, plaintiff 
filed suit requesting the court to 
declare that the 1% rate 
limitation under Article XIII A 
is equally applicable to personal 
property. However, in contact
ing the various counties, there 
was no indication the complaint 
had been served on any of the 
defendants. As of June 18, 1979, 
no further action had been 
taken. 

• State Board of Equalization v. Board of 
Supervisors of the County of San Diego, 
San Diego County Assessment Appeals 
Board, and Hearing Officers, et al. 

• San Diego Superior Court No. 433845 

• On April 26, 1979, the state 
Board of Equalization filed a 
request for a temporary stay 
order to prevent defendants 
from applying Proposition 8 
(November 78) as it relates to all 
declines in value resulting from 
depreciation, down zonings and 
the like to the 1978-79 roll. On 
May 4, 1979, the court denied the 
request for a temporary 
restraining order and set May 
11, 1979, for the hearing date. On 
request of defendants, hearing 
was reset for May 23, 1979. On 
May 23, 1979, judge ruled from 
the bench thatProposition8 was 
not retroactive but nevertheless 
under Proposition 13 deprecia
tion and other loss of value to 
property was allowable for the 
tax year 1978-79 and thereafter. 
Board is appeal of 
this case. 

3 



ADDENDUM 

e Change in Ownership Values: 3/1/75 to 3/1/78 

Roberta L. Schoderbek, et al. v. Dwight L. Mathiesen, et al., 
Santa Clara Superior Court No. 416764 

·1-4-79 Plaintiff filed class action suit contending that any 
property purchased after March 1, 1975, could not be_ assessed 
at its fair market value as of the date of transfer but instead 
was required to be assessed at the value appearing on the roll 
.as of _the preceding lien 1 date. No court date set as of 6-18.-79. 

• Application of 2% Inflationary Factor 

Robert E. Barrett, Robert F. Coleman, Eva G. Coleman Concerned Citizens 
For Implementation of 13-A, an Unincorporated Association v. County of 
Santa Clara, Alfred c. Carlson, California State Board of Equalization, 
et al. 

Santa Clara County Super1or Court, No. 428754 
Plf. filed 6/22/79. This case raises the question of whether the 
2% inflationary factor is to be applied commencing March 1, 1975 
or July 1, 1978. 

Fred W. Armstrong v. County of San Mateo, City of Menlo Park, California 
State Board of Equalization, et al. 

San Mateo County Superior Court, No. 223408 
Plf. filed 6/26/79. This case raises the question of whether the 
2% inflationary factor is to be appli~d commencing March 1, 1975 
or July 1, 1978. 

Source: State Board of Equalization 
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SUMMARY OF AMADOR VALLEY CASE 

AND EXERPTS FROM OPINION ON"EQUAL PROTECTION" ISSUE 

AMADOR VALLEY JoiNT UNION HIOH ScH. DIST. r. 

• STATE Bo. oF EQUALIZA noN 

2l Cal.ld 208:- C1l. Rptr. -.-P.ld-

JS.I'. Nu. 23149. Sept.l2. 19711 

AMADOR VALLEY JOINT UNION HIOH SCHOOL DISTRICT 
el al., Petitioners, v. 
STATE BOARD OF EQUALIZATION elal., Respondents. 

JS.F No. llUO. Sept. 22, 1971.1 

COUNTY OF ALAMEDA el al., Petitioners, v. 
STATE BOARD OF EQUALIZATION et al., Respondents. 

(S.F. No. 2liH. Sept. 22. 1971.1 

CITY AND COUNTY OF SAN FRA,NCISCO e\ al., Pelitioners, v. 
JOSEPH E. TINNEY, u Tax AssesJOr, etc., et al., Respondents. 

SuMMAIY 

Various governmental agencies and concerned citizens. invoking the 
original jurisdiction of the Supreme Courtlo resolve issues of greal public 
importance, challenged, on multiple constitutional grounds, the validi1y 
of Cal. Con at., ·art. XI II A, on its adoption by the electorate in 1978 as an 
initiative measure. Petitioners contended that the enactment, which 
chan!ed the previous system of real property tuation and tu procedure 

· by imposing imporlanl limitations upon the assessment and ruing 
powers of state and. local governmenls, constituted 1 revision of the 
Constitution and wa• therefore not adoptable through the initiative 
process (Cal. Const., art. XVIII). Petitioners also asserted that the 
single-subject requirement (Cal. Cons!., art. II, I 8. subd. (d)) and the 
title and summary-of-purpose requirements (Cal. Consl., arl. II. f 10; 
Elec. Code, U 3502, 3503, 3S31) for initiative measures had been 
violated, and that the en~clmenl violated the federal equal protection 
clause, impaired the constilulional right to travel, would inevitably resull 
in impairmenl of contracts (U.S. ConaL, art. I, I 10, cl. I) _such u 
pension and heahh plan benelll•. labor and other municipal contracts, 
and redevelopment agency bonds, and was in any event void for 
vagueness. 

The Sl!preme Court denied the respective petitions, holding that the 
enactment survived each of the substantial challenges. The enuctment. 
the court held, was a constitutional "amendment," pot a "revision." and 
was therefore adoptable through th~ initiative prcihu: and because the 
several elements of the measure were .reasonably germane to, and 
functionally related in furtherance of. the underlying purpose of eiTective 
real property tu relief, the measure did not violate the single-subject 
requirement. The title and summary of purpose of the' measure, though 
imprecise 10 certain particulars. substantially comp,lied with the law. 
especially in view of their subsequent correction in all but two counties 
and in the voters' pamphlet. The federal equal protection clause. the 
court held, was not violated by the provision requiring pmperty acquired 
prior to 1975 to be assessed and tued at its full cash vll,lue as shown on 

the 1975-1976 lu bill, and property acquired thereallr;r to be usessed 
and tued accordin& 10 its appraised value al the time or acquisition; 
there was a rational basis for the provision. namely, the theory that !he 
annual lues that a property owner must pay should boar some rational 
relationship to the original cost of the property. predicated on the owner's 
free and voluntary act of purchase, rather than relate to an unforeseen. 
perhaps unduly inHaled, current value. In any evenl. there is no legal 
requirement that property of equal current value must be taxed equally. 
Nor was the federal equal protection clause violated by the provision 
requiring that any "special tal!es" imposed by ·a city, county, or special 
district must be approved by a two-thirds vote of its qualified electors; 
because persons who vote in favor of tax measures may not be deemed to 
represent a definite, identifiable class, equal protection principles do not 
forbid "debasing" their vote, or "favoring" the negalive votes, by 
requiring a two-thirds approval of such measures. With respect to the 
claim of impairment of the constitutional right to !ravel resulling from 
the change from the current value system to the acquisition value 
method. it could. equally be argued that under the former system 
prospective purchasers of real property might well have been deterred 
from purchasing (thereby impairing their right to travel) by reason of the 
unpredictable nature of future property tax liability resulting from 
unlimited inftationary pressures. The challenge based on the impairment 
of municipal contracts, the court held, was premature. even assuming 
petitioners, without producing evidence of any present, specJiic. and 
substantial impairments aiTecting them. had the standing to assert the 
daim; the ~nactment on its face neither dir~ctly repudiated any expreu 
•., '' "''"' w111t "'""idp~l ,,hli~t~:c~ nor immcdi10tcly impaired any contract 
llt;lit. 'hn~tlly, tho.: wurt held th11t the: en11ctment wu not so vague in its 
es~ential terms u to render it void and inoperable. As with other 
provisions of the Conuitution, i! would necessarily require judicial, 
lcgi~lutivc, nnd adminiur~ttivc conuruction, and it wu wlready being 
implemented by extensive legiilation and regulations that, if judicially 
ch.allengcJ, could be de11lt with on a Cllfie·by-cue basis. (Opinion by 
Ridllln.hon, J., wuh Tobriner, Mm~. Clark, Manuel, and Newman, JJ., 
cun..:urring. Scp•.ratc ooncurring 11nd di,~cnting opinion by Bird, C. J.) 
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3. Equal Protection of the Laws 

By reason or 11eetil)n 2, subdivision (a). of the article, uc:ept for 
property ·acquired prior to 1975, henceforlh all real property will be 
assessed and taxed al ics value at date of atquiJIIIon ,rather than at current 
value (subject, or course, lo 1he 2 percenl maximum tmnual inftationary 
increase provided for in 5ubdivision (b)). This "acquisition value" 
approach to tualion finds reasonable support in a theory that the annual 
taxes which a property owner must pay should bear. some rational 
relationship 10 the original cqsl of the property, rather than relate to an 
unforeseen, perhaps unduly inftated, current value. Not only does an 
acquisition value system enable each property owner to estimate with 
some assurance his future tax liability, but also the system may opel'ltC 
on a fairer bitsis than 11 current value approach. For example; a lax payer 
who acquired his property for $40,000 in 1975 henceforth will be assessed 
and taxed on the basis of that cost (assuming it represented the then fair 
market value). This result is fair and equitable in that his future taxes 
may be said reasonably to reftect the price he' was originally willing and 
able to pay for his property, rather than an inflated value fiud, aner 
acquisition, in pan on the basis of sales to chird parties over which sales 
he can exercise no control.' On the other hand, a person who paid $80,000 
for •imilar property in 1971 is henceforth assessed and taxed at a higher 
level which reftects, again, the price he was willing and able to pay for 
that property. Seen in this light, and contrary to pctiti!>nen' assumption, 
section 2 does not unduly discriminate against persons who acquired their 
property after 1975, for those persons arc assessed and taxed in precisely 
the same manner as those who purchased in 197S, namely, on In 
acquisition value basis predicated Qn the owner's free and voluntary aL1S 
of purchase. This is an arguably reasonable basia for assessment. (We 
leave open for future resolution questions regarding the proper applica· 
lion of article XIJI A to involuntary ·changes in ownenhip or new 
construction.) 

In addition, the fact that two. taxpayen may pay dilfcrent taxes on 
substantially identical property is not wholly novel to our gencraltaxa~ion 
sc::heme. For example, the computation of a sales til on two identical 
items or personalty may vary substantially, depending upon the exact 
sales price and the availability 'of a discount. Article XIII A introduces a 
roughly comparable tax system with respect to real property, whereby the 
taxes one pays are closely related to the acquisition value of the property. 

In converting from a aurenl value method to an acquisition value 
system, the framen or article XIII A chose not to "roll bad:" assessments 
any earlier than the 1975-1976 fiscal year. For assessment purposes, 
persons who acquired property prior to 197S arc deemed to have 
purchased it during 1975. These penons, however, cannot complain of 
any unfair tax treatment in view of the substantial tax advantage they will 
reap from a return of their assessments from current to 1975-1976 
valuation levels. Indeed, the adoption of a uniform acquisition value 
system without some "cut off" date reasonably might have been 
considered both. administratively unfeasible and incapable of producing 
adequate tax revenues. The selection of the 1975-1976 fiscal year as a base 
year, although seemingly arbitrary, may be considered as comparable to 
utilization of a "grandfather" clause wherein a particular year is chosen 
u the elfective date of new legislation, in order to prevent inequitable 
results or lo promote rome other legitimate purpose. (Sec Harri1 v. 
A /coho lie Bev. etc. Appeals Bd (1964) 6l Cal.2d 30S, 309·310 [38 Cai.Rpt~. 
<409, 392 P.2d IJ.) Similar .provisions are routinely upheld by the court~. 
(Sec, e.g., New Orltaru v. Duku (1976) 427 U.S. 297, 305-306 (49 l.Ed.2d 
Sll, SI1-Sl9, 96 S.Ct. 2513); In re Norwalk Call (1964) 62 Cal.ld liS, 188 
[41 Cai.Rptr. 666,397 P.ld 426).) ••• 
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