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TO COUNTY ASSESSORS:

SUPPLEMENTAL ASSESSMENTS
SB 813 - CHAPTER 498 OF STATUTES OF 1983

The above referenced legislation has been enacted for the purpose of providing
additional funding for public schools. This measure will increase revenue by
collecting taxes that would not otherwise be due. This legislation also
serves to speed up the entire procedures of real property assessment and col-
lection of taxes, 1In essence the new base year value for change in ownership
and completion of new construction will be reflected on the supplemental roll
for the fiscal year in which the event occurs. Further, it shall also be
reflected on the roll being prepared if the event occurs between March 1 and
the beginning of the fiscal year.

‘ Supplemental Assessments

This legislation adds Chapter 3.5 to Part 0.5 of Division 1 of the California
Revenue and Taxation Code., This chapter is titled "Change In Ownership and
New Construction After The 1Lien Date.” It provides for supplemental
assessments to be added to a supplemental roll whenever new construction is
completed and whenever real property changes ownership., This real property,
excluding fixtures, is to be appraised as of the date of the event (i.e.
change in ownership or completion of construction); and, if the event takes
place between March 1lst and May 31st inclusive, then there will be two supple-
mental assessments. Those events occurring between June lst and the last day
in February inclusive will generate only one supplemental assessment,
Further, whenever a property changes ownership more than once during an
assessment year, or, whenever there are multiple completion dates for new con-
struction during an assessment year or combination thereof, then there shall
be a new supplemental assessment entered on the supplemental assessment roll
for each of these multiple occurrences in addition to the regular supplemental

assessments,

Exclusion 9f Certain New Construction

Newly constructed real property will not incur a supplemental assessment if
the property was constructed for the purpose of marketing the property and the
owner so notifies the assessor in writing prior to commencement of con-
struction, For real property under construction on the effective date of this
. law, the owner shall make such notice within 45 days of that effective date.



TO COUNTY ASSESSORS -2~

However, if the property changes ownership, is rented or leased, or is other-
wise used by the owner or with the owner's consent, then a supplemental
assessment shall be made. It should be noted that a use that is incidental to
an offer for a change in ownership would not require a supplemental assessment
e.g. a rodel home. The base year value of newly constructed real property
affected by this provision (i.e., not being subject to supplemental
assessment), as well as the value of construction in progress, would be
enrolled on the next succeeding lien date under existing law,

The person requesting application of this section shall notify the assessor of
any change, such as rental or other use, or change in ownership at the time of

recordlqg, or within 45 days of the date of the change in ownershlp if there
is no racordation,

Calsnnlation nf CQunnlemental Accesgcement
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une 30th date S errouneous., wiieén computing the proration
factor, the date of the event is presumed to be the first of the month fol-
lowing the actual date of the event., Thus, a June transfer has a July 1

effective date. The first supplemental assessment is an amount equal to the
difference between the new base year value (established as of the date of com-
pletion of the new construction or the date of the change 1n ownership) and
the taxable value on the current roll, The second is an amount equal to the
difference between the new base year value and the taxable value to be
enrolled on the roll being prepared, e.g. the taxable value from the prior
roll factored by the inflationary factor.

For changes in ownership and new construction completed between June 1 and
February 28 inclusive, there will be only one supplemental assessment. This
assessment shall be an amount equal to the difference between the new
base-yesr value and the taxable value on the current roll. TFor mnultiple
changes in ownership and/or new comnstruction completions there shall be a net
supplemental assessment entered on the supplemental assessment roll for each
such action. The net supplemental assessment shall be the most recent new
base year wvalue less all previous entries on the supplemental roll and the
taxable wvalue corresponding to that entry (i.e. first supplemental assessment
and taxable value on the current roll, or, second supplemental assessment and
taxable value on the roll being nrenared)-

EXAMPLE 1
A property changes ownership May 27, 1984 The property had a base year of
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beginning of the next fiscal year, it will have two supplemental assessments,
The first supplemental assessment would be the difference between the new base
year value and the taxable value on the current roll, or:

New base year value $ 92,000
Taxable value on current (1983-84) roll

($34,000 x 1.1602) §-39, 447
First Supplemental Assessment $ 52,523

The second supplemental assessment would be the difference between the new
base year value and the taxable value to be enrolled on the roll being pre-
pared or:

New base-year value $ 92,000

Taxable value for roll being prepared

(1984-85) $39,447 x 1,02) $-40,236

Second Supplemental Assessment $ 51,764
EXAMPLE 2

A property changes ownership September 3, 1983, The property has a 1980 base
year, Its value in the base year was $85,000 and the new base year value is
established at $100,000. Since the transfer was after the beginning of the
fiscal year, and prior to the next lien date, there will be only one supple-
mental assessment., This assessment will be an amount equal to the difference
between the new base year value and the taxable value on the current (1983-84)
roll or? ;

New base year value $100,000

Taxable value on current (1983-84) roll

(485,000 x 1.0508) $-89,318

Supplemental Assessment $ 10,682
EXAMPLE 3

A parcel of vacant land is purchased in April of 1984 for $53,000 which is
determined to be the new base year value, Prior to this, the land had a 1982
base year value of $10,000. Construction was started in July and completed
October 12, 1984, Since the land was purchased between the lien date and the
beginning of the next fiscal year, there will be two supplement assessments,
Further, since construction is completed between the start of the fiscal year
and the next succeeding lien date, there will be a supplemental assessment for
the ilmprovements as well, Upon completion of construction, the improvements'
new base year value was determined to be $97,000. The supplemental
assessments would be computed as follows:
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First Supplemental Assessment (Land)

New base year value $ 53,000
Taxable value on current (1983-84) roll

($10,000 x 1.01) $-10,100
First Supplemental Assessment $ 42,900

Second Supplemental Assessment (Land)

New base year value $ 53,000
Taxable value for roll being prepared

(1984-85) - ($10,100 x 1.02) $~10,302
Second Supplemental Assessment § 42,698

Supplemental Assessment (Improvements)

New base year value $ 97,000
Taxable value on current (1983-84) roll

$- 0
Supplemental Assessment (Improvements) $ 97,000

EXAMPLE 4

A property is sold March 2, 1984 for $150,000. The property was not in good
condition and the sale price was felt to be representative of market value.
The factored base year value for March of 1983 is $80,000. The new owner
restores the property to good condition by replacing damaged items, painting,
refurbighing, landscaping, etc. and then sells the property for $165,000 in
May 1984, Again, the sale price is indicative of market value. This property
would be subject to a first supplemental assessment, a second supplemental
assessment, and a third supplemental assessment to be computed as follows:

New base year value (March 1984) $150,000
Taxable value on current (1983-84) roll $-80,000
First Supplemental Assessment $ 70,000
New base year value (May 1984) $165,000
First supplemental assessment $-70,000
Taxable value on current (1983-84) roll $-80,000
Second Supplemental Assessment $ 15,000
New base year value (May 1984) $165,000
Taxable value on roll being prepared

{1584~85) - $-81,600
Third Supplemental Assessment $ 83,400
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EXAMPLE 5

A parcel of land is purchased in June of 1984, The market value is determined
to be §40,000. The taxable value on the current roll is $24,000. Since the
property was purchased in June, the date for proration becomes July 1, and
only one supplemental assessment is added to the supplemental roll for the
land, 1In January of 1985 construction of a residence is completed and the
owner-builder moves in. The market value of the improvements is established
at $150,000, In March of 1985 the property is resold for $220,000. This
property would be treated on the supplemental roll as follows:

New base year value (land) $ 40,000
Taxable value on current (1984-85) roll $-24,000
First Supplemental Assessment (Land) $§ 16,000
New base year value (improvements) $150,000
Taxzable value on current (1984-85) roll - 0

First Supplemental Assessment (Improvements) $150,000

March 1, 1985 Assessment

Land $ 40,000
Improvements $+150,000
Total $ 190,000
New base year value (3-85 transfer) $ 220,000
Taxable value current roll (1984-85) $- 24,000
Supplement value on supplemental roll

(1984-85) $-166, 000
Second Supplemental Assessment $ 30,000
New base year value $ 220,000
Taxable value on roll being prepared

(1.985-86) $-190, 000
Third Supplemental Assessment $ 30,000

EXEMPTIONS

Supplemental assessments made under this chapter shall not affect an exemption
for which the property or the assessee was otherwise eligible., For example,
if a property received the homeowners' exemption, it will continue to receive
it. However, if the property did not receive the homeowners' exemption and
the new owner will be using the property as his/her principal place of
residence within 90 days of purchase, the homeowners' exemption would be
allowed against the amount of the supplemental assessment{s). In example
number 3 above, the supplemental assessment of $97,000 would be reduced by
$7,000 for a net supplemental assessment for the improvements of $90,000. The
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supplemental assessments for the land would not be affected, In example
number 5 above, the supplemental assessment on the improvements ($150,000)
would be reduced by $7,000 for the homeowners' exemption. The new supple-
mental assessment ($30,000) would not be affected, and the March 1, 1985
assessment would also reflect the homeowners' exemption,

For an exemption to be applied against a supplemental assessment, a valid
claim must be filed on or before the 30th day following the date of notice of
the supplemental assessment. A property shall be eligible for exemption from
the supplemental assessment if the person claiming such exemption meets the
qualifications for the exemption established by this part no later than S0
days of the date of the change in ownership or the completion of construction.

Notice of Assessment

Upon determining that a change in ownership or completion of new construction
has occurred, the assessor shall notify the tax collector, who shall place a
notation on the current roll and the roll being prepared that a supplemental
billing may be forthcoming.

In addition, wupon determining the date and new base year value of the
assessable property, the assessor is required to notify the assessee of the

following:

(1) The new base-year value for
(a) The change in ownership and/or
(b) The completed new construction value which will be added to the
taxable value of the remainder of the property.

(2)- The taxable value on the current roll and if required, the roll
being prepared.

(3) The date of change in ownership or completion of new construction.

(4) The amount of the supplemental assessments.

(5) The exempt amount, if any.

(6} The date of the notice.

(7) A statement that the supplemental assessment was determined in
accordance with Article XIII A requiring reappraisal of real prop-

erty, whenever a change in ownership or new construction occurs,

(8) The fact that a refund will be made if the supplemental assessment
is negative. \

(2) Any other information which the board may prescribe.
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In addition to the above, the notice shall Inform the assessee of the pro-
cedure for exemption filing as well as the procedure for appealing the supple-~
mental assessments.

Transmiital of Supplemental Assessments To Auditor

The duties of the auditor and tax collector under this legislation will be
analyzed by the State Controller's office. The following is only a summary of
the provisions of this bill that are applicable to the auditor and tax
collector. If you have any questions in regard to this subject, they should
be direcred to the State Controller's office.

After the period for claiming exemption or filing an application for reduction
has expired, and the exemptions have been processed, the assessor shall trans-
mit the supplemental assessments to the auditor. The following information
shall be included:

(1) Name and address, if known, of assessee,
(2) The parcel number or legal description of the property.
(3) The tax rate area in which the property is located.

(4 The new base year value of the property, including separate value
for land and improvements,

(5) The value of the property on the current roll, or tke roll being
prepared, or both.

(6) The exemption applicable, if any.
(7) The net assessment after exemption.
(8) The amount of the supplemental assessment(s).

The auditor shall then compute the amount of taxes that would be due for a
full year using the current year's tax rate., If the change in ownership or
completion of new construction occurs between March 1 and January 1, the taxes
due shall be computed in two installments. Further, the taxes due shall be
adjusted by a proration factor to reflect the portion of tax year remaining.
This proration shall be based on the date of the change in ownership or com-
pletion of mew construction.

In example number one above, the property transferred May 27, 1984, The first
supplement assessment would be adjusted to the portion of the fiscal year
(1983-84) remaining. Since the transfer date is May 27, the date for pro~
ration becomes the first day of the next month or June 1. The taxes calcu-
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lated for the first supplemental assessment of $52,945 would be multiplied by
.08 or 1/12, The taxes on the second supplement assessment are for the entire
(12/12) fiscal year (1984-85) and are not prorated.

In example number two above, the property changed ownership September 3, 1983,
and there 1s only one supplemental assessment. The taxes on this assessment
would be wmultiplied by .75 or 9/12 to prorate the taxes due for the remaining
nine months of the fiscal year.

In exawple number three the land is purchased In April of 1984, Since it is
purchased during fiscal year 1983-84 and after the lien date affecting fiscal
year 1984--85, two supplemental assessments are required., The taxes calculated
for the first supplemental assessment will be multiplied by .17 or 2/12 to
reflect the two months (May and June) remaining in the 1983-84 fiscal year.
The taxes calculated for the second supplemental assessment are for the entire
(12/12) fiscal year and need not be prorated. Also in example number three,
construction was completed October 12, 1984, necessitating yet another supple-
mental assessment. The taxes calculated on this assessment would be multi-
plied by .67 or 8/12 to reflect the eight months left in fiscal year 1984-85,.

The taxes on the second supplemental assessment in example one, the supple-
mental assessment in example two, the second supplemental assessment on the
land aud the supplemental assessment on the improvements in example number
three all would be computed by the auditor, in two equal installments. This
happens because the change in ownership and completion of new construction
occurred prior to January 1.

Collection of Supplemental Taxes

After recsiving the supplemental assessments from the auditor, the tax col-
lector shall mail supplemental tax bills. These bills shall include:

(1) The information supplied by the assessor.
(2) The amount of the supplemental taxes due.
(3) The date the notice is mailed,

(4) The date on which the taxes will become delinquent and the penalties
for delinquency.

(5) A statement that the taxes were determined in accordance with
Article XIII A.

(6) The tax rates or the dollar amounts of taxes levied by each revenue
district and taxing agency on the property covered by the tax bill.
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Supplemental taxes are due on the date mailed and become delinquent on the
last day of the month following the month in which the bill is mailed. If the
taxes are to be paid in two installments, the first installment shall become
delinquent as just described, and the second installment shall become
delinquent on the last day of the fourth calendar month following the date the
first installment becomes delinquent, If the taxes due are not paid on or
before the delinquent date, a penalty of 10 percent shall be attached to them.

Further, if all delinquent amounts are not paid in full by June 30, next fol-
lowing ihe date of delinquency, the property shall be sold to the state as
provided in Section 3436.

Under 3B 813, taxes become a lien on the real property on the date of the
change in ownership or completion of new construction, Should the property
change ownership before the supplemental btilling is made, then the supple-
mental assessment shall be entered on the unsecured roll in the name of the
person who would have been the assessee if the additional change(s) in owner-
ship had not occurred. Such assessment shall be treated and collected like
other taxes on the unsecured roll.

If the assessee is due a refund, then the tax collector has 90 days from the
date of last payment of taxes due on the assessment on the current roll and 90
days from the date of last payment of taxes due on the assessment made on the
roll being prepared if the change in ownership occurs or the new construction
is completed on or after March 1, but on or before May 31.

Dispositicn of Revenues

For 198384 and 1984-85, the revenue generated by this legislation will be
assigned to the elementary, high school, and unified school districts within
the county, TFor 1985-86 and thereafter, the revenues will be allocated as
prescribed by existing law.

Effective Date

This legislation shall apply to any change in ownership and new construction
completed on or after July 1, 1983,

If you have any further questions, please contact Gene Palmer at
(916) 445-4982.

Sincerely,

Ve Lol

Verne Walton, Chief
Assessment Standards Division
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