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BILL SUMMARY

This Board of Equalization (BOE)-sponsored annual property tax omnibus measure
contains purely technical changes to:

e Correct a cross reference to a Welfare and Institutions Code disability definition for
the change in ownership exclusion available for a low-income disabled person’s
home after the death of the person’s parent or guardian. (Revenue and Taxation
Code (RTC) §62);

e Update appeal board references for disaster relief reassessment appeals. (RTC
§170);

e Make the term “nonprofit organization” consistent with the Public Resources Code
for a nonprofit organization that operates a state park as an agent of the state. (RTC
§201.7); and

o Reflect the creation of the Federal Housing Finance Agency that currently publishes
the conventional mortgage interest rate information needed to value Mills Act
historical properties. (RTC 8439.2)

ANALYSIS

Low INCOME DISABLED PERSON’S HOME OWNERSHIP EXCLUSION
RTC 8§62

CURRENT LAW

After a “change in ownership” occurs, the assessor reassesses a property to its current
fair market value.® However, the law provides that under certain circumstances, a
change in ownership does not include the transfer of a home from a parent to a child, or
from a guardian to a ward, whether by will, devise, or inheritance.? To qualify for this
exclusion:

1. The transfer must be from a parent/guardian to a disabled child/ward whose
disability is defined in the Welfare and Institutions Code. Specifically, the
child/ward requires in-home supportive care of at least 20 hours per week to carry
out specified tasks.?

2. For at least five years preceding the transfer, the child/ward met the disability
definition.

! California Constitution Article XIII A, Sec. 2; Revenue and Taxation Code (RTC) Sections 60 - 69.5.

2 RTC Section 62(n).
% Welfare and Institutions Code Section 12304.

This staff analysis is provided to address various administrative, cost, revenue and policy
issues; it is not to be construed to reflect or suggest the Board’s formal position.



http://www.leginfo.ca.gov/pub/13-14/bill/sen/sb_1451-1500/sb_1464_bill_20140707_enrolled.pdf
http://www.boe.ca.gov/lawguides/property/current/ptlg/ccp/XIII-A-2.html
http://www.boe.ca.gov/lawguides/property/current/ptlg/rt/part05-ch2.html
http://www.boe.ca.gov/lawguides/property/current/ptlg/rt/62.html
http://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=WIC&sectionNum=12304.
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3. In the year the transfer occurs, the child/ward’s adjusted gross income does not
exceed $20,000 when combined with the adjusted gross income of any spouse,
parent, or child.

4. The home was the child/ward’s principal place of residence for at least five years
preceding the transfer and remains so after the transfer.

In 1991, legislation re-lettered the subdivision containing the relevant Welfare and
Institutions Code disability definition.* However, the Revenue and Taxation Code cross
reference has not been updated.

PROPOSED LAW

This provision corrects the Revenue and Taxation Code’s cross reference to the proper
subdivision of Welfare and Institutions Code Section 12304. Specifically, former
subdivision (e) is now subdivision (d) of Section 12304, and subdivision (e) no longer
exists.

COMMENT
The amendment is a simple subdivision reference correction.

DISASTER RELIEF
RTC 8170

CURRENT LAW

The law requires every county to establish an independent board to hear and decide
disputes between county assessors and property owners. The law gives counties two
options: (1) the board of supervisors sits as the “county board of equalization,” or (2)
the board of supervisors creates an “assessment appeals board” and appoints
members.®

Currently, 39 counties use assessment appeals boards, while the other 19 county
boards of supervisors meet as the county board of equalization. The assessment
appeal laws define “county board” as “a county board of supervisors meeting as a
county board of equalization or an assessment appeals board.”®

A board of supervisors may enact a general ordinance to provide property tax relief after
any disaster. This ordinance allows the assessor to reduce assessed values to reflect
loss in value. Property owners that disagree with the assessor’'s proposed
reassessment may file an appeal. The disaster relief law provision states that property
owners file these appeals with the “local board of equalization” and uses the undefined
term “board” throughout.

PROPOSED LAW

This provision updates the disaster relief law to state specifically that disaster property
tax relief appeals may be filed with either the county board of equalization or the
assessment appeals board, as the case may be. Referencing both types of boards
eliminates property owner confusion that disaster relief appeals are filed with the board
of supervisors rather than the specific type of board that the county has established to
hear value disputes. The current confusion stems from the multiple references to the

* Stats. 1991, Ch. 96 (AB 551) effective June 30, 1991.
® California Constitution Article XlII, Sec. 16, Revenue and Taxation Code (RTC) Section 1620
® Article 1 (RTC Section 1601 — 1615)

This staff analysis is provided to address various administrative, cost, revenue and policy
issues; it is not to be construed to reflect or suggest the Board’s formal position.



http://www.boe.ca.gov/lawguides/property/current/ptlg/ccp/XIII-16.html
http://www.boe.ca.gov/lawguides/property/current/ptlg/rt/1620.html
http://www.boe.ca.gov/lawguides/property/current/ptlg/rt/part3-ch1.html
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board of supervisors throughout the text. Additionally, this measure updates the
provisions related to the clerk of either board.

COMMENT
This proposed change is a technical correction intended to eliminate confusion.

NONPROFIT ORGANIZATIONS
RTC §201.7

CURRENT LAW

Existing law authorizes the California Department of Parks and Recreation (CA State
Parks) to enter into an operating agreement with a qualified nonprofit organization to
operate portions of the state park system.” The law defines a “qualified nonprofit
organization” as an organization that is all of the following:

e Exempt from income tax pursuant to Internal Revenue Code Section 501(c)(3);

e |ts principal purpose and activity is to provide visitor services in state parks, facilitate
public access to park resources, improve park facilities, provide interpretive and
educational services, or provide direct protection or stewardship of natural, cultural,
or historical lands, or resources; and

e Is in compliance with the Supervision of Trustees and Fundraisers for Charitable
Purposes Act. ®

For property tax purposes, the law deems a nonprofit organization that enters into such
operating agreements to be an agent of the state.” The “agency” designation ensures
that the nonprofit organization’s state park operation does not create a taxable
possessory interest.°

The Revenue and Taxation Code uses both “nonprofit corporation” and “nonprofit
organization” to describe an eligible entity, while the cross-referenced Public Resources
Code uses the term “nonprofit organization” to define an eligible entity. A "nonprofit
corporation" is a subset of the broader term “nonprofit organization.” For example, the
term "nonprofit organization” also includes foundations, trusts, associations, and limited
liability companies. A nonprofit entity need not incorporate for purposes of the property
tax welfare exemption.

PROPOSED LAW

This bill changes the term "nonprofit corporation” to "nonprofit organization” for internal
consistency. This technical change is consistent with the term “nonprofit organization”
used in the law authorizing the operating agreements. This serves to avoid any
misconception that this new law, effective January 1, 2013, only applies to a nonprofit
entity organized as a nonprofit corporation.

" Public Resources Code Section 5080.42 (Added by Assembly Bill 42 (Stats. 2011, Ch. 450).

8 Article 7 (commencing with Section 12580) of Chapter 6 of Part 2 of Division 3 of Title 2 of the
Government Code.

° Assembly Bill 1589 (Stats. 2012, Ch. 533)

1% |n certain instances, the law requires the assessment of a person’s or entity’s interest in publicly-owned
tax exempt real property. These are called “possessory interests.” To be taxable, the interest must be
“independent,” which means that the interest is sufficiently autonomous to constitute more than a mere
agency. (RTC 107 and Property Tax Rule 20)

This staff analysis is provided to address various administrative, cost, revenue and policy
issues; it is not to be construed to reflect or suggest the Board’s formal position.



http://www.parks.ca.gov/
http://www.parks.ca.gov/
http://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=PRC&sectionNum=5080.42.
http://www.leginfo.ca.gov/pub/11-12/bill/asm/ab_0001-0050/ab_42_bill_20111004_chaptered.pdf
http://leginfo.legislature.ca.gov/faces/codes_displayText.xhtml?lawCode=GOV&division=3.&title=2.&part=2.&chapter=6.&article=7.
http://www.leginfo.ca.gov/pub/11-12/bill/asm/ab_1551-1600/ab_1589_bill_20120925_chaptered.pdf
http://www.boe.ca.gov/lawguides/property/current/ptlg/rt/107.html
http://www.boe.ca.gov/lawguides/property/current/ptlg/rule/20.html
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COMMENT

The proposed change to the term used in this section is purely technical and is
consistent with the intent of the original legislation.

FEDERAL HOUSING FINANCE AGENCY
RTC 8§8439.2

CURRENT LAW

The California Constitution authorizes the Legislature to provide for the preferential
property tax assessment of historically significant property that is enforceably restricted
in order to encourage its conservation.'* The Legislature created a program known as
the Mills Act detailing the requirements.*?

The Mills Act grants participating local governments (cities and counties) the authority to
enter into contracts with a qualified historical property owner to enforceably restrict the
property’s use.'® In exchange for use restrictions and a pledge to restore, maintain, and
protect the property’s historical and architectural character, the property owner receives
property tax relief in the form of a reduced assessed value.**

The law requires the assessor to value these properties using a prescribed income
capitalization method. The *“income to capitalize,” “capitalization rate,” and
“capitalization technique” are detailed in statute. Relevant to this bill, the law requires
the BOE to determine and announce the interest component of the capitalization rate.™
The interest component is the yield rate equal to the effective rate on conventional
mortgages that the federal government publishes, as specified.

Effective July 30, 2008, the Housing and Economic Recovery Act of 2008 combined the
Office of Federal Housing Enterprise Oversight (OFHEO), the Federal Housing Finance
Board (FHFB), and the Government Sponsored Enterprise mission office at the
Department of Housing and Urban Development (HUD) into the Federal Housing
Finance Agency (FHFA). Therefore, the federal government now publishes the
mortgage interest rate information through the FHFA.

PROPOSED LAW

This technical amendment updates the law to reflect that the FHFA now publishes the
necessary mortgage interest rate information.®

! california Constitution Article XIII, Section 8 (Proposition 7 — 1976)

'2 California State Parks Office of Historic Preservation: Mills Act Program

13 Article 12 “Historical Property Contracts” Government Code Sections 50280 - 50290 (Stats. 1972,
Ch. 1442 - Mills)

4 Article 1.9 “Historical Property” Revenue and Taxation Code (RTC) Sections 439 - 439.4 (Stats. 1977,
Ch. 1040; SB 380) ; BOE Guidelines for the Assessment of Enforceably Restricted Historical Property

* The capitalization rate consists of four separate components that the assessor adds together. RTC
Section 439.2(b) and (c)

'® published mortgage interest rate information

This staff analysis is provided to address various administrative, cost, revenue and policy
issues; it is not to be construed to reflect or suggest the Board’s formal position.



http://www.fhfa.gov/Default.aspx?Page=4
http://www.fhfa.gov/Default.aspx?Page=4
http://www.boe.ca.gov/lawguides/property/current/ptlg/ccp/XIII-8.html
http://ohp.parks.ca.gov/?page_id=21412
http://leginfo.legislature.ca.gov/faces/codes_displayText.xhtml?lawCode=GOV&division=1.&title=5.&part=1.&chapter=1.&article=12.
http://leginfo.legislature.ca.gov/faces/codes_displayText.xhtml?lawCode=RTC&division=1.&title=&part=2.&chapter=3.&article=1.9.
http://www.boe.ca.gov/proptaxes/pdf/lta05035.pdf
http://www.fhfa.gov/webfiles/25379/MIRS_Jul_2013_Final.pdf
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COST ESTIMATE

Any BOE costs associated with this measure would be absorbable. These costs would
include notifying affected stakeholders and taxpayers, updating publications, and
answering inquiries from the public.

REVENUE ESTIMATE
This bill has no impact on ad valorem property tax revenues.

Analysis prepared by: Rose Marie Kinnee 916-445-6777 07/09/14
Contact: Michele Pielsticker 916-322-2376
Is 1464sbenrl4rmk.docx

This staff analysis is provided to address various administrative, cost, revenue and policy
issues; it is not to be construed to reflect or suggest the Board’s formal position.
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