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Property Tax — Possible Options for Streamlining the Welfare Exemption

In response to requests from Honorable Chairwoman Carole Migden and Honorable Board
Member Bill Leonard, staff has identified for the Board's consideration a number of options for
modifying and streamlining the Welfare Exemption claims process.

The described options include the following possible legislative amendments: (1) streamlining the
Board/Assessor administration process; (2) modifying appeals process for denied exemption
claims; (3) one-time filing requirement (includes fees and self-reporting); (4) authorizing audits of
nonprofit organizations by the Board and assessors; (5) amend Corporations Code to facilitate
organizations’ qualification for exemption. Option No. 1 is a necessary foundation for the
remaining options.

Staff believes that full implementation of these options could result in an overall cost savings to
the Board, assessors, and claimants be in the range of $6,000,000 to $9,000,000 annually, not
including revenue generated from possible escape assessments following compliance audits. A
thorough fiscal assessment would be needed to continue this preliminary estimate.

Background - Duplicative Current Administration

The Welfare Exemption from local property taxes is available for qualifying organizations
(claimants) that are organized and operate their property for exempt activities. Existing law
requires duplicative actions by the Board and assessors who co-administer the exemption for
approximately 30,000 annual claims.

First-time filings

e Claimants file in duplicate all first-time filing documents (claim, tax exemption letter(s),
articles of 1ncorporat10n/amendments financial statements, and supplemental affidavits) with
the assessor in each county in which they have property.

e The assessor reviews all filing documents, conducts a field inspection of the property, and
forwards documents to the Board.

e When the organization owns property in multiple counties, assessors review the same first-
time filing documents.

e Both the Board and the assessor review the same first-time claims/related documents to
determine eligibility of the organization and its property use.
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Annual Filings
¢ Claimants file annual claims in duplicate for each property granted exemption.

e The Board and assessors reviews annual claims/related documents to verify continued
qualifying use.

Appeals

e A Board decision granting exemption in an appeal or a Board staff finding of eligibility is not
binding upon an assessor. (If Board grants the exemption, the assessor can still deny it.)

Options for Possible Legislation

Language describing each option or possible legislation is set forth in detail in Attachment 1. Pros
and cons are outlined in Attachment 2.

Summary of Possible Legislative Options

1. Streamlining of administration process

Option No. 1 is a necessary foundation for the remaining options.
Option I includes:
e The Board determines whether the organization qualifies for exemption

The organization would file a single copy of first-time filing documents with the Board.
Upon finding that an organization qualifies, the Board would issue an organizational
clearance certificate for the claimant to file with the assessor(s).

e Assessors determine whether an organization's property use qualifies

Claimants would file claims for each property location with the assessor for verification of
whether the claimants' property satisfies the use requirements.

e Application of the exemption prospectively only

Claimants would file claims prospectively only. Counties have experienced substantial loss
of revenue due to refund to claimants retroactively qualifying for exemption for multiple
years of late-filed claims. Also, retroactive claims require additional staff hours, and are then
more costly to process, in part because qualifying property use and exempt purpose(s)
asserted for prior years cannot be easily verified by the assessors and the Board.

2. Appeals Process for Denial of Exemption Claims

Five options for changing the current appeals process for denied exemptions are described in
the attachments. From the standpoint of cost savings and uniformity, staff believes the most
effective option would be to eliminate appeals (Alternative 1) and have claimants proceed to
court, consistent with the remedy for all other property tax exemptions.
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3. One-Time Filing Requirement (Includes Fees and Self-Reporting)

Annual claim filing is eliminated except for low-income housing claimants. The annual claims
necessary to verify income levels and rents to low income housing claimants would be filed
solely with the assessors. One-time filing includes

¢ Filing fees to reimburse counties for reporting to Board

Provides modest fees for first time filings on a claimant's property and for annual filings for
low income housing properties exempt under section 214, subd. (g). The filing fees would
partially reimburse counties for the cost of determining eligibility and reporting to the Board.

e Claimants self-report loss of eligibility to assessors or face penalties

Once qualified for exemption, organizations would be responsible for reporting loss of
eligibility, i.e. - notifying assessors when either the organization or the property use no longer
meets the requirements for exemption. Failure to report within 60 days of ineligibility would
result in a penalty of 25% of the exempted tax not to exceed $2,500.

4. Audits of Nonprofit Organizations by the Board and Assessors

To promote nonprofit compliance with exemption law, the Board would be authorized to conduct
audits to insure that claimants' organizational requirements are being met, and assessors would be
authorized to audit to insure that claimants' property use requirements are met. Any
noncompliance may result in assessors enrolling escape assessments.

5. Amend Corporations Code to Facilitate Qualification for Exemption Requirements

To include the specific language necessary for property tax exemption in the Corporations Code,
so that nonprofit corporations in adopting their articles of incorporation may fully satisfy the
organizational requirements for eligibility for the exemption upon their formation. Under current
law, the language required for property tax exemption is located only in the Revenue and
Taxation Code, necessitating many nonprofit organizations to later amend their articles to include
that language.

If you have any questions on this matter, please contact me at (916) 323-7713.
Attachments 1 .and 2.

JO:KEC:eb
Prop/prec/legislation/03/01kec

cc: Mr. Timothy W. Boyer, Interim Executive Director
Ms. Jean Ogrod, MIC:83
Mr. David Gau, MIC:63
Mr. Dean Kinnee,MIC:64
Ms. Jennifer Willis, MIC:70
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WORKING DRAFT OF POSSIBLE LEGISLATIVE OPTIONS

FOR THE WELFARE EXEMPTION

PROPERTY AND SPECIAL TAXES DEPARTMENT AND LEGAL DEPARTMENT

The following options for reducing the joint Board/assessor administration of the welfare exemption are
provided for Board consideration:

e Option I: Elimination of duplicative review functions, so the Board will” determige whether an

exemptions, including
court, consistent with

1 _Option for Legislation to Implement Sreamlining of Administration

Process
213.7. Volunteer fire department property.

(b) For purposes of subdivision (a), an organization shall not be deemed to be qualified as an exempt
organization unless the organization files with the assessor a valid organizational clearance certificate
issued by the board pursuant to Section 254.6. The board shall not issue an organizational clearance
certificate unless the organization files the documents required by section 254.6. duplicate—eopies—ofa
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214. Welfare exemption.

(a) (3) (C) Subparagraph (A) shall have no application in determining whether paragraph (3) has been
satisfied unless the owner of the property and any other organization using the property as provided in
subparagraph (A) have filed with the assessor a valid organizational clearance certificateIssued by the
board pursuant to section 254.6. The board shall not issue an orgamzatlonal cleargnte geftificate unless
the orgamzatlon files the documents recmlred by section 254.6. duplicate-copies-ofvalidanrevokedlette

orgamzatlonaj/e%emnc certlﬁc e 1ssued-by the board pursuant to sectfon 2

1ssue anxor/QanU onall/cearance cémﬁcate unless the orgamzatlon fies thq/ ocunhents J:e( 1red by

by Section 254:5254.6, the board finds that an applicant for the
for an organizational clearance certificate, because at the time of

regulations, and to file a certified copy of such amendments that conform to the provisions of this section
with the board, and the board shall make a finding that the applicant, if otherwise qualified, is eligible for
the—welfare—exemption an organizational clearance certificate and forward such finding to the
assesserapplicant.

214.8. Welfare exemption: Limitation.

(b) For purposes of subdivision (a), an organization shall not be deemed to be qualified as an exempt
organization unless the organization files with the assessor a_valid organizational clearance certificate

1ssued bv the board pursuant to Sectlon 254.6. d&phea%e—eep*es—e#a—w%é—uﬁfevekeﬂeﬁer—eﬁ&kmg—ﬁem
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231. Property leased to government.

(k) For purposes of subdivision (d), a nonprofit corporation shall not be deemed to be qualified as an
exempt organization unless the organization files with the assessor a valid organizational clearance

certlﬁcate 1ssued by the board pursuant to Sectxon 254.6. duphea{e—eep}es—e{la—vahd—anfeveked—leﬁer—ef

e a ard 3 €; a He
&

254.5. Welfare exemption, Assessor duties.

(a) Affidavits for the welfare exemption and the veterans' organization exe shall be filed in
duplicate on or before February 15 of each year with the agsessor. The assebsor shall not approve a
property exemption claim until the claimant has been grantgd a valid orpanizational clearance certificate
issued by the State Board of Equalization pursuantfo Sectior 2546. Adfrdavits-of organizationsfilingfor
aﬂd-epelﬂater—"l:hefeaftePmea jal staterfie be sybthitted only if requested in writin either
the assessor er-the-board. i

than-Apri--by tThe assesfor withdis-orther recofamendationsfor-approval-or-deq
shall review img” for the we,lfal(e.a(%r;lon to ascertain whethér the”prop€ity on ich the
exede nteels the I:Tﬁ)ﬁ*tuse requirements in sectlon 21}1 et seq” The assessafg review
shallifcladeyButisnot linfited tothe followmg matters: HSH

anerator-to
ano o pTIrator—To

Q
>
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(2) The property on which the exemption is claimed is used for the actual

operation of an exempt activity and does not exceed an amount of property reasonably
necessary to the accomplishment of the exempt purpose.
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(b) The assessor may deny a claim for the welfare exemption for nonqualifying property use.
notwithstanding that the organization claiming the exemption has been granted an organizational
clearance certificate by the board.

(c) The exemption is effective prospectively only, as of the date the claim was received by the assessor.

* k% ok ok ok ok ok ok x ok x * sk % k x k x ok K x %k

(If this option is chosen, further amendments to subdivisions are necessary.)
OPTION - Add Section 254.6 to the Revenue and Taxation Code, to read:
254.6. Welfare exemption, Board duties.

(a) The claim for an organizational clearance certificate shall be/Ailed with the board| The board shall
issue an organizational clearance certificate if the board determiﬁes thatthe clziman,t/is an organization
that is organized and operated in compliance with the requﬁ?ements set forth-fh Section 214 of the
Revenue and Taxation Code. In making the determinatiomnthe Bohrd shall consider, among other matters,

whether: /

(1) The services and expénses of e/w@ operatdr (including salaries) are exgé€ssive;
based upon like serv,icés dnﬂqial esfl/c/gm/pﬁr/d‘lﬁe public or private 1nstjj;a11’1)n{

(2) The operation§ of the/ownﬁrr or ope{ tor, either directly or }nﬂl/recffy/ materially
enhanc@—fhe\privﬁe gain cif/anv {ndividual or individuals; =

anizational clearance certificate fof the firs{ time s provide their

e1d ent1ﬁcat1n num er, mailing address and the followiredoc

</(1)42 ﬁ%)f the organization's financial stMm/erﬁ

2),13(cert1ﬁed copy of the articles of 1ncx§p,or£ﬁ{nﬁand apy amendments, or in the case
of any noncorporate fund or foundﬁ n,[ﬁ' &W@/ ;m«ﬁflgs of association, constitution or

regulations, and any amend, éum/
(3) A copy of a valid, ul@)keé letter ing from either the Franchise Tax Board or,
in_the er\the Interndl Revenue Service, which states that the organization

qualtfies as an exerﬂmic n orgahization under the appropriate provisions of the Bank and
ornerrﬁﬁTax La/ws qQrt ternal Revenue Code.

(c) Bnce gnanted/ an/éanizational clearance certificate shall remain valid until such time as the
organization mop»ge/r meets the organizational requirements of Section 214. If the board determines that
the crganizaMO longer meets the requirements of Section 214, the board shall revoke the certificate
and ﬁlgfjﬂssessors of the revocation.

(d) If after review of a complete claim, the board does not grant an organizational clearance certificate, or
in cases when the board has revoked the certificate based on a determination that the organization no
longer meets the requirements of Section 214, [Appeal remedy to be determined]

259.5. Welfare exemption affidavit.

The affidavit claim for the welfare exemption shall show that beth the property use and-the-owner meet
all-the-requirements-entithing the-property-to-the-exemption requirements are met, and that the owner has a

valid organizational clearance certificate pursuant to Section 254.6.
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259.7. Veterans' orgénization exemption affidavit.

The aﬁidaﬂf clalm for the veterans' orgamzatlon exemptlon shall show that beth-the property use and-the
: m i r requirements are met, and that the
organization has a valid orgamzauonal clearance certlﬁcate 1ssued by the board pursuant to Section 254.6.

272. Action by assessor.

the assessor shall enroll the property so as to provide for the amoun
assessed value as provided by the applicable section.

When the application for exemption on the property trg-of fhe-boardfor-that-appheation 1s
received after completion of the roll or the assessor grants the claim after the completion of the roll, the
assessor shall initiate an action to correct the roll by of the appl opriate amount of exemption on
the property. Upon notification by the assessor, auditor ghall he appropriate adjustment on the

M to Implement Appeals Process for
Derfial of Exemption Claims /

Altﬁt@min Ee/A eals — Denied Claimants Proceé‘#toj erior Court

—
254.5. e exefnption, Assessor duties.

The asseSsor shall make a finding as to the ig'rb%ﬁ rganization. If the assessor makes a
Cfinding of ineligibility, the assessor shaH/ (yﬁﬁf/ ;h/ cJ/ LH{M writing and advise the claimant of the
right to file a claim for refund as/pﬂ(\ad/d m/ Revenpe/ and Taxation Code section 5096 et seq. The
assessor may deny a claim for tlie welfgre exeMn a property, notwithstanding that the organization
claiming the exemﬁon haAbeen granted an organizational clearance certificate by the board. The-beard

aa ;rt;l«;]vf aof nqn]« Anﬂ]_‘lr\ f and tha annlicantlc enmarty; and chall foruar

1 12101 oot ppitcant-ang-tie-apprcant s propertyana-Saar—toerwara
; J 4
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noto a-aq Fal Fa
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Option - Add Section 254.6 to the Revenue and Taxation Code, to read:
254.6. Welfare exemption, Board duties.

(a) The claim for an organizational clearance certificate shall be filed with the board on or before
February 15. The board shall issue an organizational clearance certificate if the board determines that the
claimant is an organization that is organized and operated in compliance with the requirements set forth in
Section 214 of the Revenue and Taxation Code. In making the determination the board shall consider,
among other matters, whether:
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(1) The services and expenses of the owner or operator (including salaries) are excessive,
based upon like services and salaries in comparable public or private institutions;
(2) The operations of the owner or operator, either directly or indirectly, materially

enhance the private gain of any individual or individuals;

(b) Claims of organizations filing for an organizational clearance certificate for the first time shall be
accompanied by:

(1) A copy of the financial statements M
(2) A certified copy of the articles of incorporation, and any amendments, or in tfe case
of any noncorporate fund or foundation, its bylaws, articles of association,/cons ftution or

regulations, and any amendments. -~
(3) A copy of a valid, unrevoked letter or ruling from eithe anchise Tax|Board or,
in_the alternative, the Internal Revenue Service, wh@{ state's/ the organization

qualifies as an exemption organization under the approp)Jlate pr()/ visions| of the’Bank and
Corporation Tax Laws or the Internal Revenue Code. D] l
(c) Once granted, an organizational clearance/c{ﬁca; shall remdin valid until such time as the
organization no longer meets the organizationﬁ peq/)af'rement of Skction 214, If the board degetmines that
the organization no longer meet§] the requir Section 214, the board shall revoke/the céhﬁcate

and notify the assessor of th,eévocﬁlon. / 4 J1/
(d) If after review of a coﬂ(plete cﬁn e board does not grant an organization earance ce jfitate, or

1n _cases wMe Boarh,has rev the certificate based on a determfnation thdt the organizafion no
lon,qe egt&t Tequirements of swﬁ ion 214, the Board shall notify th&c‘lalmant in writmganﬂ/ advise the
e rlght)to ﬁl aim for refund as provided in Reyven nd Taxation Code section 5096

t Se u\\/ % Emﬂ
Alter ve 2 — All Appeals with Board 2

Option - Aa’d Section 254.8 to the Revenfie and Laxation Code to read:

(a) If the bo staff finds any applicant to be ineligible for the welfare exemption for failure to meet the
orgamzaff@al/r&@rement;s( he bpafd shall notify the organization in writing and shall advise the
orgafiization|of the bght u{ peal the findings. If the assessor finds the applicant's property use to be
inelipible, the assgésor ,gﬁall notifv the claimant in writing and shall advise the claimant of the right to
appepl the ﬁ)dfi{,qs/l(he claimant may file an appeal of the board staff's finding, the assessor's finding or
both| findings pfﬁeligibilitv with the board within 60 days of the date of mailing of the last notice of
ineligibilj

(b) The appeal of the finding shall be in writing and shall state the specific grounds upon which the appeal
is founded. The board shall conduct a hearing on the appeal in accordance with any rules of notice,
procedure, and briefing as the board shall prescribe. The parties to the hearing shall be the claimant
appealing the finding of ineligibility and either the board staff, assessor staff, or both staffs depending
upon_the finding(s) appealed. The parties may agree in writing to submit the matter to the board for
decision without hearing. The board shall provide written findings and conclusions or a written decision
to support its decision.
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Alternative 3 — Both Board and County Appeals Allowed

Option - Add Section 254.8 to the Revenue and Taxation Code, to read:

(a) If the board staff finds any organization to be ineligible for the welfare exemption, the claimant may
file an appeal of the board staff's finding of ineligibility with the Board within 60 days of the date of
mailing of the final notice of ineligibility.

(b) The appeal of the board staff's finding shall be in writing and shall state the specifie grounds upon
which the appeal is founded. The board shall conduct a hearing on the appeal in,aéopdt?arnce with any
rules of notice, procedure, and briefing as the board shall prescribe. The paﬁies the hearing or
proceeding shall be the department staff and the claimant appealmg Mndﬁuz of yéligibility. The
department staff and the claimant may agree in writing to submlt aj;tqﬁo the hoard for decision
without hearing. The Board shall provide written findings and/ concf/s or _a written decision to

support its decision. /

Option - Add Section 254.9 to the Revenue :W/awn’mj to read:

(a) If the assessor finds the applicant's pro rtv/tib)e ineligible for the welfare exemption, the assessor
shall notify the claimant in writffle and s a] e cl ant of the right to appeal tbc/ﬁnaﬁ as set
forth in this section, The claifna /ﬁe& n ﬂ@nﬁ appealing the finding Qr/fﬂduﬁzs of ipeligibility

with the assessment am)ea(s board/( boz/ d of eqn/hzatlon of the county, whl/h zo/h/ tion mlllst be filed
no later than 60-days aﬂé the datg }f mailingof the final notice of 1nehg1bﬁ ity.

(b) Fhe _apphcati ppedling Lhe%nding or findings shall be in Writing and shall e the specific
Muncﬁ/uﬁl which ){he appeal is founded. The appeals boar conduct a Hearing on the application

Ppursuant Mrticle/l (commencing with Section 1601 ,effhapter 1 of[Part.3) and in accordance with
r\t}//tMu],e{and local rules of notice and proc%%ﬁe parties to e hearing shall be the claimant
a.ppéllmg Qxe/ﬁnding of ineligibility and the agseé

Section 1604 Regular equalizatio

(b) In all other cowfities, annually, on the third Monday in July, the county board shall meet to equalize

Section 1605.5 Property subject to change in ownership or newly constructed.

(a)(1) The county board shall hear applications for a reduction in an assessment in cases in which the
issue is whether or not property has been subject to a change in ownership, as defined in Chapter 2
(commencing with Section 60) of Part 0.5, or has been newly constructed, as defined in Chapter 3
(commencing with Section 70 ) of Part. 05.



Attachment 1

2) The county board shall hear applications appealing denials of welfare exemption
claims based on the assessor's finding that the claimant's property failed to meet the use
requirements as defined in section 214 et.seq. Such an application must be timely filed
within the period specified in section 254.9. :

Alternative 4 — All Appeals with County, with Adoption of County Ordinance

Option - Add Section 254.8 to the Revenue and Taxation Code, to read: ﬁ
(a) _If the board staff finds any organization to be ineligible for the welfare exemption, the board shall
notify the organization in writing and shall advise the organization Qf/tlﬁ right to awéal the findings,

as set forth in this section. f 6 ”‘J’
(b) _If the assessor finds the applicant's property to be ineligiblefor the[welfarg exemption, the assessor

shall notify the claimant in writing and shall advise the cleﬁmant of the righk/t{appeal the finding as

set forth in this section. /l
(c) The claimant may file an application ppzﬁﬁg the 'ndingo/rﬁndings of ineligibility with the

assessment appeals board ofthe counfy_vwhich application must be filed no later tha—r( 60 ]da/vls after
the date of mailing of thehoticé df inle/kﬂbﬂqu,/ ‘pfovided that the county hasadoptefl an ordifiance, as
specified in section 1665.5, atrtlﬁrizirﬁg the ass/essment appeals board, or/b/oardjﬁgc ualizationto hear
and decide-demials 6f claims [for,welfare exemption. If the couniv_ hés not adoptel an ordingnce as
speprﬁe/d in_section 1605.5, the claimant may file an application ap pealing fhe ﬁnd\mg opfindings of
withy the ] oardxtﬁ( Equalization, pursuant to the proyi 1510ns off ArticleS 6 and 7 of the

Bo/arﬂ/ Rules of/f’ractlce J/
tent appeals board shall be in writing

and shall state the specific grounds upon Lol the 7 appeal1s founded. The appeals board shall
efiduct a hearing on the am)hcatlonp{ s,rfarf( jo/ A{ € Mmmencmuvnh Section 1601 of Chapter
1 of Part 3) and in accordancewith pfoperf{ tax k€S and local rules of notice and procedure. The
parties to the hearing shall b the cldimant appealing the finding of ineligibility and the assessor.

(e) _If the nty_has not a:)optcd an ordinance, as specified in section 1605.5, the claimant may file an
appeal ofthe bonrd's apld/or| the assessor's finding(s) of ineligibility with the board within 60 days of
e boarJl's mailing 0f7the notice of ineligibility.

( he appéa oﬂe{rnption denial(s) shall be in writing and shall state the specific grounds upon which
e appcal’l/s founded. The board shall conduct a hearing on the appeal in accordance with any rules
(%)/f‘ ,nﬁflcfe, procedure and briefing as the Board shall prescribe.

(2) In a case where the Board conducts a hearing with respect to the eligibility of an organization and/or
its property use, findings shall be forwarded to the organization and the assessor concerned within 30
days of the Board decision.

Section 1604 Regular equalization period.

(a) In counties of the first class, annually, on the fourth Monday in September, the county board shall
meet to equalize the assessment of property on the local roll. The board shall continue to meet for that
purpose, from time to time, until the business of equalization is disposed of.
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(b) In all other counties, annually, on the third Monday in July, the county board shall meet to equalize
the assessment of property on the local roll. It shall continue to meet for that purpose, from time to time,
until the business of equalization is disposed of.

(1) Any taxpayer may petition the board for a reduction in an assessment and a
proportionate reduction or refund of the taxes extended thereon by filing an application
pursuant to Section 1603 or Section 5097.

(2) Except as provided in subpart (3) of this subsection, the county board shall haye no
power to receive or hear any petition for a reduction in an escaped assessrr@nﬂmade
pursuant to Section 531.1 nor a penal assessment levied in respect theretﬂ,/ nor@o/i'educe
those assessments.

(3) The county board shall have the ne—power and dgcide any
petition for a reduction in an escaped assessment or a perjal asses
Section 531.1 red—

assessments—for an incorrectly allowed welfare exemption.

rship pr nMnstructed.

Section 1605.5. Property subject to change i

bodrd of supervisors has adopted_an ordjnance |as described in
bard pr boa,dd of equalization
all/ hea( applications appealing denials ,o’f/ welfare gxem )jion/ claims. Such an
pl'waﬁon must be timely filed with the pﬂéod/sa{;‘/iﬁed in Section 254.9.

) (3) In any county that established a ssment appeals board, the board of
supervisors may, by fnancg, provide t it shall act as the county board of
Mm{ ose of hearing applications pursuant to this subdivision.

he rd of supervisors may, by ordinance, authorize the assessment appeals board
or bpard of JequaliZation of the county to hear applications appealing denials of welfare
exemption Alaimg.

Alt |rnat' 5 — Board Appeal on Organization, but No Appeal on Property Use

Option - Add Section 254.8 to the Revenue and Taxation Code, to read:

(a) If the board staff finds any organization to be ineligible for the welfare exemption, the claimant may
file an appeal of the board staff's finding of ineligibility with the board within 60 days of the date of
mailing of the notice of ineligibility.

(b) The appeal of the board staff's finding shall be in writing and shall state the specific grounds upon
which the appeal is founded. The board shall conduct a hearing on the appeal in accordance with any
rules of notice, procedure, and briefing as the board shall prescribe. The parties to the hearing or
proceeding shall be the department staff and the claimant appealing the finding of ineligibility. The
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department staff and the claimant may agree in writing to submit the matter to the board for decision
without hearing. The board shall provide written findings and conclusions or a written decision to support
its decision.

Option - Add Section 254.9 to the Revenue and Taxation Code, to read:

If the assessor finds the applicant's property to be ineligible for the welfare exemption, the assessor shall
notify the claimant in writing and shall advise the claimant of the right to file a claim for refund with the
county, and if denied, file a refund action in superior court..

3 Options for Legislation to Implement One—Time’ﬁ g Requirement

254.5. Welfare exemption, Assessor duties.

(a) Affidavits for the welfare exemption and the v s' ‘Organizatjon exemption shall be filed
duplieate on or before February 15 of eacw assepsor, fhe assessor shall not approve a
property exemption claim until the claimant s b€en grantdd a velid organizational clearance] certificate
issued by the State Board of Equdlization ﬁMecti@ZM.é. t t

the first time shall be
. 5 Einan il stajéments shall be submitted only if reque i writing by either
the assessor i i
i t sor withhis-or-her recommendationsforapprgval-or-dénial-tp-the boafd-whieh
shall feyi ims fbr the fare exemption to ascertam whether the propew which the
exempliortis clalmed} meetsthe property use requirements in n 214 et seql The assessor 's review

éhall includerbut isfiot limited to the following matters: theatfidavits-an ls*}*emenfes—aﬂémay—msmuffe—an
tesT 1 1

.
v

independentdudiforverification-of the-operations-oLtheovrerand-boer

P AAZ %Y TOUTT U UG Ul.’\'l TALTOTIO O I v AVT TTCE

oth-the
ottt

yCapital investment of the owner or operator for expansion of a physical plant
ified by the contemplated return thereon, and required to serve the interests of the
>ommunity.

(4)TFhe (2) The property on which the exemption is claimed is used for the actual
operation of an exempt activity and does not exceed an amount of property reasonably
necessary to the accomplishment of the exempt purpose.
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(b) The assessor may deny a claim for the welfare exemption for nongualifying property use,
notwithstanding that the organization claiming the exemption has been granted an organizational
clearance certificate by the board.

(c ) The exemption is effective prospectively only for claimants seeking exemption for the first time on
each property location, as of the date the claim was received by the assessor.

(d) An applicant granted a welfare exemption on its property pursuant to section 214 et. seq. shall not be
required to reapply for the welfare exemption in any subsequent year in which there has begn no transfer
of, or other change in title to the exempted prope and the property use satisfies-the requirements in
section 214.

(e) Notwithstanding subdivision (a), affidavits for property grantedxeﬁ N pursuant to section 214,
subdivision (f), based on family household income, or pursuant tysecti% lZ Isubdiviision (g), shall be
filed on or before February 15 of each year with the assessor.

* * * * * * *

(a) In @d@ve d ineligible exemptions of prope thout|the state. county
assessés/shal—lfenoﬁ to tﬂe Boa@/amuallvgn a manner prescribed by the Bopard, all \ctaitms which are
gyﬁtecﬁfeﬁe first titne an\d'ﬂfexisting or annual claims whic de€mied ineljgible.

itst-time fiing fee. A fee of $50 shall be chafged ahd coll :cted«bﬁ: county from a welfare
opg{ni%a{iopf(pon the initial filing of each propg@ Mﬂ under’section 254.5, of an affidavit for the
@Mmption (pursuant to section ZMWSe :

(c) Annual filing. In additionffo the A{des in subdivision (b), a fee of $50 shall annually be
charged and collcm colinty from all organizations qualifying for low income housing properties
for exempti,onﬁlrsuant to s&ii wvisions|(f) and (g) of section 214, for affidavits filed under section 254.5
on or bc‘t{re ruayy 15. / Affidawifs of claimants already receiving the exemption that are filed after
Febrhary 15]|or are filed ix(comnlgte are subject to a fee of $250 per property location to be charged and
colldcted by fthe cofinty.

(d) Repoﬂim/@g@imbv welfare organizations. Once qualified for the welfare exemption under
sectipn ,7/1’4/et seq., a welfare organization is responsible for notifying the assessor when the organization
or real property location no longer meets the requirements for eligibility, within 60 days of the
disqualifying event. Disqualifying events include, but are not limited to, the following:
1) the organization no longer has an exempt purpose.

(2) the organization has dissolved.

(3) the limited partnership qualifying for an exemption under subdivision (g) of section 214, no

longer has a non-profit corporation as its managing general partner.

4) the organization's property does not meet the use requirements in section 214.

(5) the property has been transferred to a non-qualified organization.
A penalty of 25% of the exempted tax not to exceed $2.500 shall be charged and collected by the county
to the owner of the property for failure to notify the assessor within 60 days of the disqualifying event for
each property location that no longer qualifies for the exemption.

11
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Section 255. Time to file affidavits

(a) Affidavits required for exemptions named in this article, except the homeowners' exemption, shall be
filed with the assessor between the lien date and S p.m. on February 15. Welfare exemption affidavits
are to be filed pursuant to the requirements in sections 254.5 and 254.6.

(b) Affidavits for the homeowners' exemption except as otherwise provided in Sections 255.1, 255.2, and
275, shall be filed with the assessor any time after the claimant becomes eligible but notat¢r than 5 p.m.
on February 15.

(c) Notwithstanding the provisions of subdivision (a), any claimant who

{(dnety perce
e appljcation for exemptlon is filed on or before

effe ti prospectively only as of the date the claim was received by the assessor. If a timely application
was not ﬁled the provisions of subd1v1810n (a)( 1) apphes but not subd1v131on (a)(2) all——pfews*ens—ef

(d) With respect to claimants filing for the first time on each property location, section 254.5 sudivision ¢

applies.

Section 272. Action by Assessor

Notwithstanding any other provision of law, whenever a valid application for exemption is filed pursuant
to Seetion270-or 271 and the assessor receives the board finding pursuant to Section 254.5 prior to the

12
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completion of the roll for the year for which the exemption is claimed, the assessor shall enroll the
property so as to provide for the amount of exemption on the property's assessed value as provided by the
applicable section.

When the application for exemption or the finding of the board for that application is received after
completion of the roll, the assessor shall initiate an action to correct the roll by addition of the appropriate
amount of exemption on the property. Upon notification by the assessor, the auditor shall make the
appropriate adjustment on the roll.

Where authorized under the provisions of this article, the tax, penalty or intergst”ther€on subject to
cancellation or refund shall be canceled pursuant to Article 1 (commencing with $€ctiort4985) of Chapter
4 of Part 9, as 1f it had been lev1ed or charged erroneously, and, if pa1 a 1efund thereot shall be made
art’9 &s if it had been erroneously
collected. The amount of tax, penalty or interest which is not canled orf refufided under this article with

¢ be paid‘in installments as

4 Option for Legislative Am djﬁts to Rrovide for Audits of Ngﬁbmfit
Oyﬁl i téM&B{ rd and Assessor

-
Optzon - As dutfes - Subdivisio and (g) are added to secfion 254.

sessor may conduct audits of claimants to ensure property o which the exemption is
claimed isused exp‘fusively for religious, hospital, scienﬁff{, or chatitableé purpOses as required in section
udu/c/ou,ld/ be limited to a review of clalmant’s/rz@s to identif‘ﬁroper use of property. Upon
wﬂaletlon/( f an audit, the claimant shall b,c esso findings in writing with respect to
(ﬁndmg( hat alter the claimant's ehglblhzt(/ff %h/g/ afl/maﬁt’\dtfs not agree with the assessor's findings
with respect to findings that alter ' 1 1tyﬁthe DP({Dertv the claimant may appeal the findings as
authorized by this Part.

the Revenpe and

(2) If ¢ aud)t/lﬁlﬂ\ts ina eteiL on that the property no longer is eligible for the exemption, in any
case[in whig local assa/ sabl&frade fixtures and business tangible personal property owned, claimed,
possessed, or cong%lle y a taxpayer engaged in a profession, trade, or business has a full value of four
hundred tholisand ,d(Sl/lars ($400.000) or more, the assessor shall audit the books and records of that
prof¢ssion, tra,deﬁr business in compliance with Section 469.

Option - Board duties - Subdivisions (e)and (f) are added to section 254.6 of the Revenue and Taxation
Code, to read:

(e) The Board may conduct audits of organizations, at least once each four years, to ensure that the
claimant is an organization that is organized and operated in compliance with the requirements set forth in
section 214. Upon completion of the audit, the organization shall be given the Board's findings in writing
with respect to findings that alter the claimant's eligibility.

1) If the Board determines that the organization no longer meets the requirements of Section 214, the
board shall revoke the certificate of eligibility issued pursuant to subdivision (a) and notify the
assessors of the revocation.

13
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(2) If exemption revoked subsequent to an appeal on audit findings of ineligibility of organization
and/or property use, the claimant is subject to penalties pursuant to section 254.7.

(f) The Board shall review the assessor's administration of the welfare exemption as part of the Board's
survey of the county assessment roll to ensure proper administration of the exemption.

5 _Option for Legislation to Amend Corporations Code to Facilitate
Qualification for Exemption Requirements

CORPORATIONS CODE

Title 1 Division 2 Nonprofit Public Benefit Corporation Law, Artj cles of{Incorporation

Option - Add Section 5135, Articles; Required provisions; dedicption a
of organization, to the Corporations Code, to read:

lution) clauses, property

(a) The articles of incorporation of a corporati ormed nde thls art shall set forth the following

provisions: %@/ﬁ)
1. A statement of 1rpevo orporation's property, to_erie af more

the following purnﬁses rd}g’] ous/ﬁospltai,/ haritable or scientific. a %
TOPE 0 _education

(i the easel of corporatibn that irrevocably dedicates its
w:po,se{,_the statement ,erf’) irrevocable dedication is to qhﬁ%ﬁable and_educational
MS me)etingktbe/requirements for exemption m:mzidad/[by section 214 of the
Revenue anﬁ( Taxation Code.

A _statement that upon the liquidation, 'sso}@or abandonment of the corporation,
ue’ﬁoperty will not inure to the benefit MV(% De}&/m, and shall be distributed to a
nonprofit fund, foundation, orAc,oﬁﬁltigz/oLgM%{aﬁd operated exclusively for one or
more of the following pum@é/: A@giox{s_,h/osp%tﬂ; scientific or charitable.

) If tm's propertylis to be distributed to an organization organized in whole
i1 part for charitiible and educational purposes, a statement that upon the liquidation,
dissetition épr abanﬁonnﬁm the corporation, its property will not inure to the benefit of
any Jrivate/bersm{, and shall be distributed to a nonprofit fund, foundation, or corporation
organizcd/and/operated exclusively for charitable and educational purposes meeting the
requife s for exemption provided by section 214 of the Revenue and Taxation Code.

Title 1, Division 2 Nonprofit Religious Corporations, Article 3 - Articles of Incorporation

Option - Add Section 9135, Articles, Required provisions; dedication and dissolution clauses, property of
organization to the Corporations Code, to read:

(a) The articles of incorporation of a corporation formed under this part shall set forth the following
provisions

1. A statement of irrevocable dedication of the corporation's property to religious, purposes.
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(i) In the case of a religious corporation organized in part for charitable, hospital, or scientific
purposes, the statement of irrevocable dedication of its property is to religious purposes and to
charitable, hospital or scientific purposes.

(i1) In the case of religious corporation that is organized in part for educational purposes, the
statement of irrevocable dedication of its property is to religious purposes and to charitable and
educational purposes meeting the requirements for exemption provided by section 214 of the

Revenue and Taxation Code
2. A statement that upon the liquidation, dissolution or abandonment of the rwﬁmmation, its
property will not inure to the benefit of any private person, and shall be distribﬁted to a/ﬂonproﬁt fund,
foundation, or corporation organized and operated exclusively for onc,oﬁnefe/(ff the fdllowing purposes:
religious, hospital: scientific or charitable.

(i) If the corporation's property is to be distributed to a oration organizedf part for charitable
and educational purposes, a statement that upon the liglﬁdation, dissolution or abandonment of the
corporation, its property will not inure to the benefit Of any private person, and shall be distributed
to a nonprofit fund, foundation, or co: rapen organized and/perated excluswelv for charitable
and educational purposes meeting th{r uifements for exemption provided by sect f ZIA of the

Revenue and Taxation S6de j V
ofr porations

, Part 4] Nonprofit Religious Corporations, Chapter
Add Section/ 1006, Articles; Required provisions, dedicatioy and tion clauses, property of

The provisions of this section apply to all eprpo, 1zed after January 1, 2004.

=
(b) The articles of incorporation Mo sole wé\un/der this part shall set forth the following

N

provisions
1. A statemme dedication of the corporation's property to religious, purposes.

(1) Inthe cas¢ of a omomole organized in part for charitable, hospital, or scientific purposes,
the stlatemm{t o%rrevocable dedication of its property is to religious purposes and to charitable,
hospi% seiéntiﬁc purposes.

(i1 the case of a corporation sole organized in part for educational purposes, the statement of
irrevocable dedication of its property is to religious purposes and to charitable and educational
purposes meeting the requirements for exemption provided by section 214 of the Revenue and
Taxation Code.

2. A statement that upon the liquidation, dissolution or abandonment of the corporation sole, its property
will not inure to the benefit of any private person, and shall be distributed to a nonprofit fund, foundation,
or _corporation organized and operated exclusively for one or more of the following purposes: religious,
hospital; scientific or charitable.

15
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(1) If the property of the corporation sole is to be distributed to a corporation organized in part for
charitable and educational purposes, a statement that upon the liquidation, dissolution or
abandonment of the corporation sole, its property will not inure to the benefit of any private
person, and shall be distributed to a nonprofit fund, foundation, or corporation organized and
operated exclusively for charitable and educational purposes meeting the requirements for
exemption provided by section 214 of the Revenue and Taxation Code.
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