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Enclosed is a copy of a notice of public hearing to be held
March 30, 1981, at 2:00 p.m., in Room 102, 1020 N Street,
Sacramento, California, on proposed amendments to Rule 463,
Newly Constructed Property.

The proposed amendments to Rule 463 are necessitated by 1979
legislation further implementing Article XIII A of the
Constitution by the addition of a new Chapter 3, entitled
New Construction, to Part 0.5 of Division 1 of the Revenue
and Taxation Code.

Written comments for the Board's consideration, or requests
to present testimony at the public hearing should be directed
to me at the above address. Questions regarding the content
of the rule amendments should be directed to Glenn Rigby,
Assistant Chief Counsel, Property Taxes, (916) 445-4588.

Sincerely,
~~ R el 4
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Janice Masterton
Calendar Clerk
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NOTICE OF PROPOSED REGULATORY ACTION
BY THE

STATE BOARD OF EQUALIZATION

NOTICE IS HEREBY GIVEN that the State Board of
Equalization, pursuant to the authority vested by
Section 15606 of the Government Code, and to implement,
interpret, or make specific Division 1, Part 0.5,
Chapter 3 of the Revenue and Taxation Code, and Article
XIII A, Sections 1 and 2 of the California Constitution,
proposes to amend Regulation 463 in Title 18 of the
California Administrative Code, relating to property

tax.

PUBLIC NOTICE: Notice is further given that a
public hearing relevant to this action will be held in
Room 102, Consumer Affairs Building, 1020 N Street,
Sacramento, California, at 2:00 p.m., on March 30, 1981.
Any person interested may present statements or

arguments orally at that time and place.

INFORMATIVE DIGEST: The purpose of amending
this regulation is to rewrite the existing regulation to
cause it to be more definitive through the addition of

examples and rewording for clarity.



ESTIMATE OF COST OR SAVINGS: The State Board
of Equalization has determined that the proposed change
will result in no direct or indirect cost or savings to
any State, local, or Federal agency, school district,

nor in Federal funding to the State.

INQUIRIES: Ingquiries concerning this matter

may be directed to Janice Masterton, at (916) 445-6479.

WRITTEN COMMENTS: Written statements or argu-
ments will be considered by the Board if received by
March 30, 1981; written statements or arguments are

requested by March 12, 1981.

STATEMENT OF REASONS: The Board has prepared
a statement of the purpose of the proposed action and
the information relied upon in making the change, which

statement is available to the public upon request.



The State Board of Equalization upon its own
motion or at the instance of any interested person may

adopt the changes proposed without further notice on or

after March 30, 1981.

Dated: February 4, 1981

STATE BOARD OF EQUALIZATION

P )
Douglas D. Bell
Executive Secretary




Kule Mo. 483, (Cc  ~ém. Code) NEWLY CONSTRUCTED PROPERTY

Refersnce Articls Xiil A, Sections } and 2, California Constitution,

. {o) Wren real property, or a pertion thereof, is newly constructed ofter the 1975 lien date, the
assessor shall ascertain the fufl vaive of such “‘newly constructed property’” as of the date of
completion. This will establish a new bose year full vaive for only that portion of the property
which is newly consiructed, whether 1t is an addition or alteration. The taxcble value on the
total property shall be determined by cdding the full value of new construction to the taxable
value of preexisting property reduced to account for the taxable vaiue of property removed during
construction. The full value of new construction 1s only that value resulting from the pew con-
struction and does ncot include value increases not associated with the new construction.

(6) ““Newly constructed” or “new construction’”” means and includes:

(1) Any substantial addition to fond or improvements, including fixtures, such as adding land
fill, retaining walis, 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
foolage or to incorporate on sdditional fixture, as that term is defined in this section.

(2} Any substantial physical alteration of land which constitutes either a major rehabili-
tation of the land or results in a change in the way the property

is used, _ o .
Examples of altercticns to land to be considered new construction are:

Site development of rural land for the purpose of establishing a residential subdivision.
Altering rolling, dry grazing land to level irrigated crop land.
Preperingo vacant lot for use as a parking facility.

In eny instonce in which an alteration is substantic! enough to require rezppraisal, only the value

‘ . of the alterction shall be added to the base year value of the pre-existing land or improvemants.
Increases in land value caused by eppreciation or a zoning change rather tham new construction
shall not be enralled, for example:

1. Land value 1975 = $10,000
2. Land value 1978 = $20,000
3. Value of alteration 1978 = $ 5,000
4. Value of structure ‘
added 1973 = $75,000 ‘ y

2975 Roll-rol+value {14344) $90,000 {must be adjusted to reflect uppropriate

indexing)

Alterations to lond wh'ch do net constitute ¢ major rehabilitaticn or which do net result ina
change in the w1y the property 's used shall not resuit  -zappraisal.

Example 1. Off-gite improvements.

2. Coastruction of a singl i i
L. . e~famil
Tesidental Site.— S Yy residenceon a

(3) Any physical alteration of any improvement which converts the improvement or any portion
thereof to tne substentisl equiveient ot o new structure or portion thereof or charges the ey it
which the pertion of the strocture that he tered is used 5 Leml mod ;
o & h : rh Fike stroctuie that b d beer‘a al ered is usedr |, erery BRYIZoAl aiieratiens
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Onlyrine volue, not necessarily the cost, of the citeration snail be added to the apgropriately
indexed bose year vaiue of the pre-existing structure.

construction are:

Examples of alterations to imoprovements to ke considered rew




‘

the substanti2i <uvivalent
S X

any change in the way it 1< used.
. Alterations tc a warehouse that makes it usable as a

(4) Excluded from alterations that qualify as “"newly constructed”

. is that portion of construction or reconstruction performed £0r
the purposc cf nasrmal periodic maintenance and repalry. evgs7
youtine annnat prepsravion of esrisurtural fang or inteérrer oY
exterior paincineg; replaeement of zees eevexings or the addx- -
tien of aiuminum siding te imbrevements or the veplacement of
wern partss

Examples of alteratiors that do not qualify as new construction:

Routine annual preparation of agricultural land.

Interior or exterior painting.

Replacement of roof coverings. .

Addition of siding to improvement that has another tyve
of siding.

Replacement of worn machine parts.
. Replacement of built-in appliances.

(5) Any substanrial piysical rehebilitation, renovation or mocernizar on of any fixturs waich
converts it to the substantial equivalent of a new fixture or any substitution of a new fixture.

Substantial equivolency sheH © MAY  be gscertained 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 sect.on, "‘fixture’’ is defined as an improvement whose use or purpose
directly dpplies to or augments the process or function of a trade, industry, or profession.

(d) MNew construction in progress on the lien date shall be appraised at its full value on such date
and each lien date thereafter until the date of completion, ot 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 properiy or portion thereof
is available for use, In determining whether the real property or a portion thereof is cvailable for
use, consideration shall be given to the date of the final inspection by the appropriate govern-
menta! official, or, in the cbsence 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
mochinery ond 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, 1is substantially equivalent to its full wvalue 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 1ts former toxable value plus or minus the appropriate
inflation ad|ustment, or

(2) Enroll the current market value of the restored property if the current market value s

less thon the value found in Item 1 above =, o=



L

(3) Errelt When the value found in Item 1 abcve é%us

is enrolled, the market value of any newly constructed property

will be added to it if it is determined that new construction

a—— —

|

has occurred. For the purvose of determining whether new
o mdamramitarn ham mmetrrrad mAay Fhie orthoasddAan
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For purposes-ot-tirrs—sobsecthen—omy—newly constructed property does not include any land,

improvement or fixture *hat 1s restored, reconstructed or repaired in a timely manner following o
disaster and which is substantially equivalent in size, use and quaiity to that which existed
prior to the disaster.

{g) For property under reconstruction or restoration as a result of disaster which changes owner-

ship prior to the compietion of reconstruction or resteration, the vaiue of the fand and existing im-
provements shall be determined as of the date of the change in ownership but the value of any
reconstruction or restoration which occurs following the transfer shall be determined as of the

date of completion in accordance with the provisions applicable to new construction but without

regard to the ‘‘substantially equivalent’” test normally applicable to property reconstructed follow-
ing a disaster.



