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Application of Propositions 13’s Annual inflation Adiustment to Properties
Reconstructed Following a Disaster

Submitted by:
Donald E. Williamson, Assessor
County of San Bernardino

My interpretation of Proposition 13 is that for properties where due to a fire or
other disaster all improvements were removed, the base year values of those
properties, or at least the portion of the base year value attributable to
improvements, should not be subject to the full 2 percent annual inflationary
factor usually applied to base year values under Prop. 13. Only the percent
value of property remaining should be subject to the inflationary factor.

This interpretation is based on California Constitution, Article XIHA, Section 2(b).
That section states that the full cash value base may reflect from year to year the
inflationary rate not to exceed 2 percent for any year or reduction as shown in the
consumer price index, or may be reduced 1o reflect substantial damage.
destruction or other factors causing a decline in value. It is this language that
forms the basis of my theory that a property’s base year inflationary factor should
be modified if improvements on the property are destroyed.

This theory is supported by a number of statutes. Revenue and Taxation Code
section 75.10(b) provides that a new base year value is created when a structure
is removed from a property. Removal of a structure from land constitutes “actual
physical new construction” under the code section. The property is revaiued at
its full cash value on the date the new construction is completed. In this case,
“completion of the removal of the structure constitutes new construction
and gets a new base year and a new base year value” The inflationary factor
is apportioned between the value of the land and the value of the structure on the
tand. In this case, “the value of the structure is now zero, so the
inflationary factor apportioned to the structure is zero.”

Revenue and Taxation Code Section 170{h)(3)

(3) For purposes of this subdivision, "new taxable value” shall

mean the iesser of the property's (A} full cash value, or (B)

factored base year value does not include application of the inflation factor to the damaged
portion for the years in damaged or destroyed condition, or its factored base year value as

adjusted pursuant to subdivision (c) of Section 70

Revenue and Taxation Code section 170(g) states that the assessed value of
property in its damaged condition is the taxable value of the property until it is
restored or reconstructed. This seclion supports the theory that the inflationary
factor of 2 percent is muiltiplied by the value of the property (which is zero when i
is destroyed) during the period of time property improvements are damaged.

{see LTA 86/36 from May 23, 1986)




Revenue and Taxation Code section 51(b) (2} says that the base year value of
real property does not include the portion of the previous base year vaiue of the
property that has been destroyed or removed. This section bases the base year
value on the value of the property that remains after partial or total destruction of
improvements. The annual inflation factor is applied to that. 1f there is zero
structure vaiue, the factor is applied against that.

In sum, the foregoing legal provisions support my theory that for properties where
due to a fire or other disaster all improvements were removed, the base year
values of those properties, or at least the portion of the base year value
attributable to improvements, should not be subject to the full annual 2 percent
inflationary factor usually applied to base year values under Prop. 13. The
inflationary factor attributable to the structure is reduced in a proportionate
amount based on the proportion of the structure that has been damaged.

[J]
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TO COUNTY ASSESSORS: DOUGLAS D BELL

Exacutive Socrefary

No. 86/36
| DECLINES IN VALUES ON FIRST LIEN DATE

{ PROPUSITION 8}

We have received various inquiries about our recommended procedure for
recognizing deciines in value that occur subsequent to purchase date but

before the first succeeding lien date.
Article XIII A, Section 2{a} of the Constitution says, in part:

""Full cash valu®" means the apprafsed value of property
when purchased...or a change in ownership has occurred.”

And Article XIIT A, Section 2(b} of the Constitution says, in part:

"...'full cash value base'...may be reduced to reflect...a
decline in value.”

. However, Revenue and Taxation Code Section 50 says, in part:

"...values determined for property which is purchased or
changes ownership...shall be entered on the roll for the
1fen date next succeeding the date of the purchase or
change in ownership.™ [Emphasis added.)

The problem is apparent. If the assessor must enter on the roll the value
ascribed to the property on its purchase date, then the decline in value that
occurred between the purchase date and the Tien date will not be recognized.
It {s the Board's positfon that a declfne in value must be reflected on the
first 1ien date under Section 2({b} of Article XIII A, and that Section 50

should be interpreted as the general rule, applicable only where no declines
in value are involved,

In discussing the proper implementation of Section 2(b) of Articie XIII &
(Proposftion 8) the courts have stated:

“A fundamental rule of construction of any legal document
is that the main object of the iInterpretation 1s to
ascertain the intent of the parties who made the
instrument and to give that iIntent the fullest effect
possfble consistent with the language of the provisions
and the related body of law.  ({State Board of

! ) E_cr|ua'lfzat10n v. Board of Supervisors, TO5 Cal.  Fpp. 3d




TO COUNTY ASSESSORS -2-

Further, the Californfa Supreme Court 1n interpreting a previous constitu-
tional amendment drew an analogy to interpreting a statute and stated:

“"ftlhe intent prevails over the letter, and the letter
will, if possible, be so read to conform to the spirit of
the act." (Bakkenson v. Superior Court (1925) 197 Cal,
504, 511 [247 P, 8741}

Thus, the two constitutfonal sections previously cited (Article XIII A, 2(a)
and 2{b)} clearly intend that a property's base year value 1s established at
the ownership change date and that any subsequent value declines should be
recognized, And, the courts have made it clear that the 1ntent of the
sections should be given the "fullest effect possible.” Therefore, we
recommend that assessors recognize value declines that wmight occur between
purchase date and the next 1fen date by enrolling the Tower value on the
regular roll as an Article XIIT A, Section 2(b} (Proposition 8) assessment.

Revente and Taxation Code Section 75.10

Section 75.10 provides that the full cash value of a property on date of
ownership change is the new base year value (commencing with the 1983-34
assessment year}. This new base year value is used for both supplemental roll
purposes and regular roll purposes. If there s a subsequent value decline,
the new base year value remains and values can rise back to that Tevel without
the 2 percent per year Yimitation. Thus, where there is a Toss of value
before the first Tien date, the amount entered on the regular assessment roll
for the first time {s simply an interim taxable value {Proposition 8) and not
the new base year value. The new base year value will, of course, be used on
the supplemental roll. And this amount will need to be maintained in the
assessors' records for future calculation purposes.

Sincerely,

Uboowne Sttt

Yerne Walton, Chief
Assessment Standards Division

Vi:wpc
AL-04D-3050A
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is eligible for the homeowner's exemption under subdivision (k) of Section
3 of Article XIII and any implementing legislation may transfer the base year
value of the property entitled to exemption, with the adjustments anthorized
by subdivision (b), to any replacement dwelling of equal or lesser value
located within the same county and purchased or newly constructed by that
person as his or her principal residence within two years of the sale of the
original property. For purposes of this section, *‘any person over the age of 55
years” includes a married couple one member of which is over the age of 55
years. For purposes of this section, “replacement dwelling” means a
building, structure, or other shelter constituting a place of abode, whether real
property or personal property, and any fand on which it may be situated. For
purposes of this section, a two-dwelling unit shall be considered as two
separate single-family dwellings. This paragraph shall apply to any
replacement dwelling that was purchased or newly constructed on or after
November 3, 1986. : '

In addition, the Legislature may authorize each county board of
supervisors, after consultation with the local affected agencies within the

_county’s boundaries, to adopt an ordinance making the provisions of this

subdivision relating to transfer of base year value also applicable to situations
in which the replacement dwellings are located in that county and the original
properties are located in another county within this State. For purposes of this
paragraph, “local affected agency” means any city, special district, school
district, or community college district that receives an annual property tax
revenue allocation. This paragraph shall apply to any replacement dwelling
that was purchased or newly constructed on or after the date the county
adopted the provisions of this subdivision relating to transfer of base year
value, but shall not apply to any replacement dwelling that was purchased or
newly constructed before November 9, 1988.

The Legislature may extend the provisions af this subdivision relating to
the transfer of base year values from original properties to replacement
dwellings of homeowners over the age of 55 years to severely disabled
homeowners, but only with respect to those replacement dwellings purchased

ly constructed on or after the effective date of this paragraph.
The full cash value base ghy reflect from year (o yearjthe inflationary

rafg ot to exceed 2 percent for : Fieduction as shown m the

'consumer“@index or comparable data for the area under taxing

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

(¢) For purposes of subdivision (a), the Legislature may provide that the
term “‘newly constructed” does not include any of the following:

(1) The construction or addition of any active solar energy system.

(2) The construction or installation of any fire sprinkler system, other fire
extinguishing system, fire detection system, or fire-related egress
improvement, as defined by the Legislature, that is constructed or installed
after the effective date of this paragraph.
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Article 2. Assessments on the Supplemental Roll
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5 Supplemental assessment nat an escape assessment,
504 Supplemental assessiment: limitation,

5.15 Taxable fixwres.

316, Computing the value of fixtures. [Repeuled.|

75.10. New base year value. (a) Commencing with the 1983-84
assessment year and each assessment year thereafter, whenever a change in
ownership occurs or new construction resulting from actual physical new
construction on the site is completed, the assessor shall appraise the property
thanging ownership or the new construction at its full cash value (except as
rovided in Section 68 and subdivision (b) of this section) on the date the
change in ownership occurs or the new construction is completed. The value
o determined shall be the new base year value of the property or the new
construction.

(b} For purposes of this chapter, “actual physical new construction™
includes the removal of a structure from land. The new base year value of the
femaining property (after the removal of the structure) shall be determined in
the same manner as provided in subdivision (b) of Section 51.

(c} For purposes of this section, “‘actual physical new construction”
includes the discovery of previously unknown reserves of oil or gas,

History.—~Stats. 1984, Ch. 946, in effect September 10, 1984, added “(a)" before "eommencing”, and added "resulting
from actual physical new construction on the site” after construction in the first sentence thereaf, and added
stbdivision (b}, Stats, 1985, Ch. 441, effective July 31, 1985, added “{except as provided in Section 68 and subdivision
(b} of this section)” after “value™ in the first sentence of subdivision {a), added subdivision {b). and relettered former
subdivision (b) as (c). Stats. 1997, Ch. 940 (SB 542), in effect January 1. 1998, substituted “subdivision {b)" for
"subdivision (c}" after “provided in" in the second sentence of subdivision (b).

Note.—Sce note following Section 75.

Construction.—The supplemenial assessment provisions of this section do no more thitn alfect the tme w0 which
ettsting real property tases are ealeulated and imposed. implementing Aricle X111 A of the Constitution, and neither
impose rew ad valorem taxes in violaion af Anicle XHIA. Sections For 4 nor tax property which has not heen mxed
in the past, Shafer v. Stite Board of Egnatizavion, 174 Cal App 3d 433,

75.11. Supplemental assessments. (a) If the change in ownership
occurs or the new construction is completed on or after January 1 but on or
before May 31, then there shall be two supplemental assessments placed on
the supplemental roll. The first supplemental assessment shall be the
difference between the new base year value and the taxable value on the
current roll. In the case of a change in ownership of the full interest in the real
property. the second supplemental assessment shall be the difference between
the new base year value and the taxable value to be enrolled on the roll being
prepared. It the change in ownership is of only a partial interest in the real
property, the second supplemental assessment shall be the difference between
the sum of the new base year value of the portion transferred plus the taxable
value on the roll being prepared of the remainder of the property and the
taxable vaiue on the roll being prepared of the whole property. For new
construction, the second supplemental assessment shall be the value change
due to the new construction.
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v appraised vadue @ Ume of acquisition). Nothing in Artcle XTI A changed or prohibitec

Lihe existing assessmiemt
Procedure under which a change of value during the fisc

abyear wauld only be retlected is the appraisal an the nest lien
date, umd the enactment O supplemental assessntent provisions of Rey enie and Taxation Cod
doex ot establish that the prior method of assessent under this section wis u
Sattoma Connry, 1960 Cal App.3d 947,

eaevtions 73 through 75 80
neonstivional. Vici-dey Camiperniy v,

51, Adjustments to base year values, (a) For purposes of subdivision
(b) of Section 2 of Article XTI] A of the Calitornia Constitution. for each lien
date after the lien date in which the base year value is determined pursnant to
Section 110.1. the taxable value of real property shall. exceprt as otherwise
provided in subdivision (b} or (c). be the lesser of:

(1} Its base year value, compounded annuaily since the bage year by an
inflation factor. which shall be determined as follows:

(A) For any assessment year commencing prior to January 1. 1985, the
inflation factor shall be the percentage change in the cost of living, as defined
in Section 2212,

(B) Forany assessment year commencing after January 1. 1985, and prior
to January 1, 1998. the inflation factor shall be the percentage change,
rounded to the nearest one-thousandth of | percent, from December of the
prior fiscal year to December of the current fiscal year in the California
Consumer Price Index for all items. as determined by the California
Department of Industrial Relations.

(C) Forany assessment year commencing on or after January 1, 1998, the
mtlation factor shall be the percentage change, rounded to the nearest one-
thousandth of | percent. from October of the prior fiscal year to October of
the current fiscal year in the California Consumer Price Index for all items,
as determined by the Califdmia Department of Industrial Relations.

(D) In no event shall the percentage increase for any assessment year
determined pursuant to subparagraph (A), (B). or (C) exceed 2 percent of the
prior year's value.

(2) Its full cash value, as defined in Section 110. as of the fien date, taking
into account reductions in value due to damage, destruction, depreciation,
obsolescence, removal of property, or other factors causing a dectine in value,

{(by If the real property was damaged or destroyed by disaster, misfortune,
01‘€alalnity and the board of supervisors of the county in which the reql
property is located has not adopted an ordinance pursuant to Section 170. or
any portion of the real property has been removed by voluntary action by the
taxpayer, the taxable value of the property shall be the sum of the tollowing:

(1) The lesser of its base year value of land determined under paragraph
(1) of subdivision (a) or full cash value of land determined pursuant to
paragraph (2} of subdivision (a).

(2) The lesser of its base year value of improvements determined purstEnt
to paragraph (1} of subdivision (a) or the full cash value of improvements
determined pursuant to paragraph (23 of subdivision (a). .. __

/,/fjfﬂljgl}/ing‘—tﬁig----gubdﬁime [Silge#;v“éa' value of the subjeet real -,
/ property does not include that portion of the previous base year value of that _
u propeity that was attributable to any portion of the property that has been.. -
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(’dﬁ‘[ﬂ)—\—ed or removed\.ﬁThe sum determined under this subdivision shall then
“Becomie the base vear value of the real property until that property is restored.
repaired, or reconstructed or other provisions of law require establishment of

a new base vear value.

(¢) If the real property was damaged or destroyed by disuster, misfortune
or calamity and the board of supervisors in the county in which the real
property is located has adopted an ordinance pursuant to Section 170, the
taxable value of the real property shall be its assessed value as computed
pursuant to Section 170. :

(d) For purposes of this section, “real property™ means that appraisal unit
that persons in the marketplace commonly buy and sell as a unit, or that is
normally valued separately.

{¢) Nothing in this section shall be consirued to require the assessor to
make an annual reappraisal of all assessable property. However. for each lien
date after the first lien date for which the taxable value of property is reduced
pursuant to paragraph (2) of subdivision (a), the value of that property shall
be annually reappraised at its full cash value as defined in Section 110 until
that value exceeds the value determined pursuant to paragraph (i) of
subdivision (a). In no event shall the assessor condition the implementation
of the preceding sentence in any year upon the filing of an assessment appeal.

History.—Stats. 1981, Ch. 377, in effect January 1, 1982, added “and the board . . - to Seclion 170" after “calamity”
and "vatue; or” after “new hase year" in subdivision {c): iettered the former second paragraph as subdivision {e) and
substituted “subdivisions (a) and (b),"” for “this section™ therein; and lettered the former third paragraph as subdivision
{f). Stats. 1984, Ch. 1164, in effect January 1, 1985, substituted “determined as toltows:" for “the percentage change in
the cost of living, as defined in Section 2212; provided, that any perceniage increase shall not exceed 2 percent of the
prior year's value; or™ in the first sentence of subdivision (a}, and added subsections {1) and {2) thereto, Stats. 1985, Ch,
441, effective July 31, 1985, substituted "." for “; or” at the end of subdivisions (a)(1), {a)(2), (b), and {c}; added “removal
of property,” after “obsolescence,” in subdivision {b): and substituted "marketplace™ for “market place” after “the™ in
subdivision (). Stats, 1995, Ch. 481, in effect January 1, 1996, added subdivision letter designation (a) before “For
purposes” and added ', except as . . . or (c},” after “property shall" In the first paragraph; renumbered former
subdivisions (a) and (b) as paragraphs (1) and (2), respectively, relettered former paragraphs {1} and (2) of former
subdivision {a) as subparagraphs {A} and (B}, respectively; substituted *. In no event shall” for *; provided, that" after
“Relations”, substituted “subparagraph (A} or (B)” for “paragraph (1) or (2} shall not" after “pursuant to” in
subparagraph {B) of paragraph {2} of subdivision (a); relettered former subdivisions {¢), (d), {e), and (1) as (b}, (c), (d), and
(e) respectivety; added “real” after “If the", added “real” after “which the”, added “any portion . ., . has been" after
“170, or”, added “laxable . . . be the" after “laxpayer, the”, added “the following:" after “sum of” and created new
paragraph with the balance of subdivision (b) beginning with "(1)"; substituted “The" for “the" after “(1)", added
“paragraph (1) of " after “determined under", added "paragraph {2) of " after "pursuant to", and substituted “(a)" for (b},
plus* in paragraph (1) of subdivision (b); created new paragraph beginning with “(2)", substituted “The" for “the",
substituted “pursuant 1o paragraph {1} of" for "under™ after “improvements determined”, added “paragraph {2} after
“determined pursuant to”, substituted “(z}." for (b}, which” after "subdivision™, created new paragraph with the balance
of the sentence by adding “The sum determined under this subdivision” before “shall then”, added "of the real property”
after "year value", and substituted “that” for “such” after “until” in paragraph (2) of subdivision [b); added “real” after
"It the", added “real” afier “in which the™, and added “the taxable . . . shall be” after “Section 170" in subdivision {c);
substituted “this section” for “subdivisions (a) and (b}" after “For purposes of”, substituted “that” for “which" afier
“appraisal unit”, and substituted “that Is” for “which are” in subdivision {d}: and added secand and third sentences in
subdivision {e). Stats. 1996, Ch. 1087, in effect January 1, 1997, added “, rounded to the nearest one-thousandth of t
percent,” after “percentage change in” the first sentence ot subparagraph (B) of paragraph (1) of subdivision (a). Stats.
1897, Ch. 940 (SB 1105}, in effect January 1, 1898, added “and prior to January 1, 1998," after “January 1, 1885, in
Subparagraph (B), added subparagraph (C), substituted “(A), (B}, or (C}" for “[A) or {B)" after “puisucant to
subparagraph™, and lettered the formar second sentence of subparagraph (B) as subparagraph (D) in subdivision (a).

Stats. 2000, Ch. 647 (SB 2170), in eftect January 1, 2001, added the first sentence of {he second paragraph of subdivision
(b).

Mote.—Stuts. 1995, Ch. 491 provided that he anendments o Section 51 made by that act dv not constitute o change
. butare declaraory ofL existing law,

Note.—Stats. 1481, Che 277, provided no appropriation is made by ahris act and the state shatl not reinburse any focal
QRERCY JOr any property Lex revenues Jost by il under this act. bedituse WY Pruperly Ly revenues

lost would be gis o resull
ol constitwtional amendment approved by the voiers
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§ 74.5. Seismic retrofitting improvements.
§ 74.6. Disabled person accessibility exclusion.
% 74.7.  Envircnmentalty contaminated property exclusion.

70, “Newl constructed,” “new construction.” (a) “Newl
Y i y
constructed” and “‘new construction” means: _

(1) Any addition to real property, whether land or improvements
(including fixtures), since the last lien date; and

(2) Any alteration of land or of any improvement {including fixtures)
since the last lien date that constitutes a major rehabilitation thereof or that
converts the property to a different use.

(b) Any rehabilitation, renovation, or modernization that converts an
improvement or fixture to the substantial equivalent of a new improvement or
fixture is a major rehabilitation of that improvement or fixture.

-{¢) Notwithstanding the provisions of subdivisions (a) and (b), where real
property has been damaged or destroyed by misfortune or calamity, “newly
constructed” and “new construction” does not mean any timely
reconstruction of the real property, or portion thereof, where the property
after reconstruction is substantially equivalent to the property pror to
damage or destruction. Any reconstruction of real property, or portion
thereof, that is not substantially equivalent to the damaged or destroyed
property, shall be deemed to be new construction and only that portion that
exceeds substantially equivalent reconstruction shall have a new base year
value determined pursuant to Section 110.1.

“(d) (1) Notwithstanding the provisions of subdivisions (a) and (b), where
a structure must be improved to comply with local ordinances on seismic
safety, “newly constructed” and “new construction™ does not mean the
portion of reconstruction or improvement to a structure, constructed of
unreinforced masonry bearing wall construction, necessary to comply with
the local ordinance. This exclusion shall remain in effect during the first 15
years following that reconstruction or improvement (unless the property is
purchased or changes ownership during that period, in which case the
provisions of Chapter 2 (commencing with Section 60) of this division shall
apply).

(2) In the sixteenth year following the reconstruction or improvement
referced to in paragraph (1), the assessor shall place on the roll the current full
cash value of the portion of reconstruction or improvement to the structure
that was excluded pursuant to this subdivision. :

(3) The governing body that enacted the local ordinance shall issue a
certificate of compliance upon the request of the owner who, pursuant to a
notice or permit issued by the governing body that specified that the
reconstruction or improvement is necessary to comply with a seismic safety
ordinance, so reconstructs or improves his or her structure in accordance with
the ordinance. The certificate of compliance shall be filed by the property
owner with the county assessor not later than six months after the completion
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of the project. The failure to file a certificate of completion within the
prescribed filing period shall be deemed a waiver of the exclusion for that
year.

ey () Notwithstanding the provisions of subdivisions (a) and (b), where
a tank must be improved, upgraded, or replaced to comply with federal, state,
and local regulations on underground storage tanks, “newly constructed* and
“new construction” does not mean the improvement, upgrade, or
replacement of a tank to meet compliance standards, and the improvement,
upgrade, or replacement shall be considered to have been performed for the
purpose of normal maintenance and repair.

{2) Notwithstanding the provisions of subdivisions (a) and (b), where a
structure, or any portion thereof, was reconstructed, as a consequence of
completing work on an underground storage tank to comply with federal,
state, and local regulations on these tanks, timely reconstruction of the
structure shall be considered to have been petformed for the purpose of
normal mainterance and repair where the structure, or portion thereof, after

_reconstruction is substantially equivalent to the prior structure in size, utility,

and function,

Hisiory.—Stats, 1983, Ch. 1187, In eftect January 1, 1984, operative June 5, 1984, added subdivision {d)- Stats. 1993,
Ch. 352 (S8 933), in effect September 7, 1999, substituted “that" for “such" atter "rehabditation of” in the flrst senfence
of subdivision {b), added subdivislon (e}, and substituted “that” far “which" throughout text. Stats. 2001, Ch, 330
(AB 184), In effect September 25, 2001, substituted “not [ater than six months atter the completion of the project”for "on
or before the fellowing April 15" after “agsassor” in the second sentence, deleted the former third sentence which
provided that “The provisions of this subdivislen shall not apply to any structure forwhich a certiticala is not flled.”, and
added the third sentence to paragraph (3) of subdivision (d).

Note.~Section 2 of Stats. 1983, Ch. 1187, provided that no appropriation is marde and no reimbursement is required
by this act. Sec. 3 thereof provided the provisions of this act shall become operative only if Senate Constitutional
Amendient No. 14 of the 1983—84 Reguiar Session of the Legislature is approved by the voters.

Note.—Section 3 of Stats. 2001, Ch. 330 (AB 184) provided that netwithstanding Section 2229 of the Revenue and
Taxation Code, no appropriation is made by this act and the state shall not reimburse any local agency for any property
tax revenues lost by it pursuant to shis act. Sec. 4 therein provided that this act provides far a tax levy within the meaning
of Article IV of the Constitution and shall 20 into immediate effect.

/1. New base year value. JThe assessor shall determine the new base
year value for the portion of any taxable real property which has been newly
constructed. The base year value of the remainder of the property assessed,
which did not undergo new construction, shall not be changed. New
construction in progress on the tien date shall be appraised at its full value on
such date and each lien date thereafter unti] the date of completion, at which
time the entire portion of property which is newly constructed shall be
reappraised at its full value.

Construction.—Property Tax Rule 463, which provides that if a given unit within a multiple structure developrment is
capable of being occupied and utilized without regard to the compietion ol the remaining structures, a base year date and
value should be set at that time, is consistent with the Legislature’s intent in enacting Section 71, which requires a
reappraisal of the “entire portion of property which is newly constructed.” And Rule 463(e), which defines “date of
completion™ of new construction as “Ihe date the property or portion thereof is available for use,” giving consideration
to the date of the final inspection by the appropriate governmental efficial, the date the prime contractor fulfills all
contract obligatians, or the date of the completion of testing of machinery and equipment, comports with Section 71,
which requires that new construction be reappraised al the date of completion. Fope v. State Board of Equalization, 146
Cal.App.3d 1132, The date of completion of new construction for purpeses of agsessing real Property taxes pursuant to
Article XIT A of the Constitution is the date the property or porlian thereof is available for use. Frederick v. Sonoma
Cowiry, 176 Cal App.3d 1243,
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CASSIE MACDUFF

ASSESSOR
VS. TAXES

an Bernardino County’s
maverick assessor, Don
Williamson, is going to bat
for taxpayers again, this time

for people who lost their homes

in the October 2003 wildfires.

Willlamson believes the state
should not apply the Prop. 13
inflation index to 1,026 homes
that burned down in the Grand
Prix and Qld fires.

Structures lost in governor-
declared disasters-are taken off

the tax rolls. uniil they're re- '

buiit. As long agrthe rebuilt
home is stantially” equw
alent” tothe'one lost, its pre-fire
assessment is restored, inelad-
ing the 2-percent-a-year,
Prop. 13 inflation increase.

(Land values are also re-
duced; Williamson cut them in
half. The land continues to
appreciate at the Prop. 13 rate of
2 percent per year.)

Williamson contends the
clock should stop on the struc-
tures’ Prop. 13 index, “There’s
ng structure,” he said. “Zero
structure cannot inflate.”

That puts him at odds with his
counterparts arcund the state,

They coniend the law re-
quires assessors to apply the
2 percent index. Not to do so
would be unfair, they say.

“A temporary situation war-
ranting relief should not lead to
a permanent benefit in which

“two identical properties are
‘treated differently,” said Larry
Stone, Santa Clara County as-
sessor, in a Jan. 5 letter.

In San Diego County, where

) ELVIN | +
eloseto 2,500 homes were lostin

the October 2003 fir S, Laief
Deputy Assessor David: ﬁutlel
said his office applies I:he 2 per-
cent index.

Fress. &, Lerprist

The intent of the law is to |

restore the propertyv-to where it
would have been had the disas-
ter not cecurred, Butler said.

Riverside County Assessor
Larry Ward said he reviewed
the law and believes it requires
the index to be applied. “To me,
the assessor is not there to
change the law,” he said.

Williamson took his case to
.the state Board of Equalization
on March 8.

Board of Equalization mem-
ber Bill Leonard later told me
Williamson's unscheduled ap-
pearance was the first the board
had heard of the issue,

He cauticned that William-
son’s interpretation of the law
would give a rebuilt home a
lower assessment than one
nearby that didn’t burn.

“There i5 an equity issue
invelved, atthough I think I'd
lean toward the side of the
taxpayer-victim,” he said.

It might be necessary to ask

the Legislature to change the

law, if it turns out to be more
than just a matter of legal
interpretation, Leonard said.

Vice Chairman Claude Par-
rish, whose distriet includes
much of San Bernardino and
Riverside counties, agreed. to
put it on the agenda soon.

What's at stake {5 only A
couple hundred dollars
home. But it’s the principle
the thing to Williamson.

He told me he considers him-

self an advocate for the taxpay- _

er, not a revenue agent,

After he was elected in 1994, -

he stunned fellow county offi-
clals by soliciting property own-
ers to use Prop. 8 to reduce their |
tax bills, since property valueq
had fallen. He said 106,300 prop-
erties’” assessments in San Ber-
nardino County were reduced
that way.

“I'm always trying to help the
taxpayer. If there's a way, ['l]
find it," Williamson said.
“That’s what they elected me
for.

He said if he can't get the
Board of Equalization to agree
with hIS interpretation of the
iaw ne’ll sue,

Stay tuned for the results.

Cassie MacDuff can be reached at { a0
BO6- 3068 or cmacdt @pe com
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Adair, Jeannie (Assessor)

From: Lila Hayes {info@oldfirerecoverygroup.org]
Sent:  Friday, April 08, 2005 1:07 PM

To: cfrrg@yahoogroups.com; steering@twicebumed.org; SRilko4@aol.com; dbhalte@cox.net
Cc: Adair, Jeannie (Assessoar)

Subject: Property Tax Issue

Hello everyone. Sorry for the multiple e-mail's this week (to the regular OFRG mailing list), but! just iearned of
this today and wanted to get this o you since immediate support is needed.,

The Tax Assessor of San Bernardino County (Donald Williamson) has brought to light an issue that | thought you
all might be interested in. | think you should also contact your own Tax Assessor {an elected position) and ask
them what their stance is on this issue as well. Let me try to explain it in a nutshell.

Let's say when you lost your home, your home was worth $75,000 and the land was worth $25,000 {of course in
some mythical place that is not located in California, but there’s math involved so bear with me). Afterthe fire the
Tax Assessor should've removed the $75,000 improvement from your assessment and your tax biil should've
been based only on the land value of $25,000. Every year the value can only be increased by 2% so the year
after the fire your property tax was based on the land value of $25,000 * 2% or $25,500. Two years after the fire,
your land value would be assessed at $25,500 * 2% or-$26,010 and so on until you rebuild your house.

At the point you rebuild your house, the tax code provides you relief (because you are in a declared disaster) in
that you can have your old tax basis back on your dweiling instead of the new market value of your house (which
would've been the case if you had decided to voluntarily rip down the house and rebuild)

So you're thinking... okay, if it took me 3 years to rebuild my house, the value of the property would be taxed at
$26,530.20 (which is one more year than the above example) plus $75,000 or $101,530.20. The factis... that is
not what they are doing! The tax assessors are actually continuing to increase the structure patt of the land value
AS WELL AS THE LAND PORTION of the value. Se in our example, if you move into your house after 3 years,
your tax would be based on $106,120.80.

So, now you might be thinking... well, it's only about $4,500 and I'm only charged a percentage of that $4,500
anyway. Butremember, this number will continue to accumulate for the entire time you own your home. If you
own this home for an additional 5 years past the time you reconstructed your house, the difference would be up to
$12,874.45. 10 years after you reconstruct the house, your tax bill would be based on a value that is more than
$22,060 above what it would be if they hadn't continued to accrue the value of the house that was no standing
there for those years!

Of course most houses are way more in vaiue than this so you'll have to do your own math but it is likely to be
many times this number.

I hope you see the potential in this and contact your Tax Assessor and give them your opinion. The San
Bernardino County Tax Assessor could also use your help in this matter. He is going to Sacramento on
Monday to lobby the State Board of Equalization, who interprets tax revenue code for the Tax Assessors, and
would like to know what you think of this matter. You can contact him as follows:

Donald Williamsaon

San Bernardino County Tax Assessor
172 West 3rd St

5th Floor

San Bemnardino CA 92415

Fax 909-3B7-6781

Phone (909) 387-0117

Sriantshing

4/8/2005
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Remember, your tax assessor is an elected position. Remind them they are there to serve us!

Lila Hayes

Old Ftre Recovery Group

[y Irm Yaray "‘,:’“;'%;‘.j“ g _j;'!'?
61 9-300 1154 cell
809-266-1459 vimi/fax

4/8/2005
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Adair, Jeannie (Assessor)

From: pamela heath [rapheath@earthlink.net]
Sent:  Friday, April 08, 2005 2:22 PM

To: Adair, Jeannie (Assessor)

Subject: Property Tax Issue

Dear Mr. Williamson,

We lost our home during the Old Fire in October of 2003 and it was my understanding that since we were ina
declared disaster

area that we would retain the same tax basis as we had prior to the fire as opposed to being taxed on the new
market value of

our property.

Apparently that is not the case as | just received an ermail form the Old Fire Recovery Group notifying the group
that
the Tax Assessors are actually continuing to increase the structure part of the land vaiue as well as the land
portion of the value. In other words we will be taxed more now than if our house would have not burmed in the
first place. Since the people who lost their homes during
the fire were not at fault and the fire was an un voluntary act on our part, we as property owners and fax

payers SHOULD NOT BE PENALIZED for an act that we had no controt over.

It is bad enough that we have had to endure the loss of our homes and personal property not to

mention countless mementos, we have to deal with the stress of rebuilding a home and dealing with insurance
companies not to mention as unlimited number of other time consuming details attempting to regain what we lost
and now we must also be PENALIZED by an increase in property taxes. This is unacceptable treatment of
residents and tax payers.

Mr. Williamson, | urge you as our Tax Assessor to lobby our cause representing the residents and tax payers of
San Bernardino County and not allow the property owners to be taxed unjustly.

Sincersly,
Pamela Heath

rapheath@earthlink.net
Why Wait? Move to EarthLink.

4/8/2005
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0ld - Fire - Recovery - Group - of - San - Bernardino - Vallay

A Project of Community Parners Ph/Fx 909-266-1459
3968 Modesto Dr info@oldfirerecoverygroup .eig
San Bernardino CA 92404 www.aldfirarecovarygroup.org

August 8, 2004

Donald Wiliamson

Fax 909-387-6781

172 West 3rd St

5th Floor

San Bemardino CA 92415

Dear Sir:
Property taxes after a disaster

Thank you for how active you have been when dealing with your constituency after the 2003 California
Firestorm. | was distressed 10 leam that between the time the homeowners lost their home and the
time they rebuild their home, their property tax value continues to increase despite the fact that there is
ne longer a home on the lot.

To me, this makes no sense. Since there is no house on the lot, how can it continue to increase? 2%

of zero is zero last time | studlied arithmetic. Ve suppart you 100% in trying to find clarification in this
issue.

Sincerely

allw

Lila Hayes
Coordinator
Qld Fire Recovery Group
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April 7, 2005

Donald E. Williarmson

Assessor ~ Sam Bernardino County
172 W, Third Street

San Bernardino, CA 92415

Dear Don:

We cannot thank you enough for everything you and your staff have done
to ease the trauma fire survivors encountered following the 2003 Old Fire.
The fire swept though the San Bernardino Mountains in late October early
November, 2003 with over 91,000 acres being burned and 445 homes,
within the Rim Communities, being lost.

You were very pro-active in adjusting the assessed values on the homes
that were destroyed by taking them “off-the-books”. In addition you also
re-assessed the property values that were lowered to reflect their true
market value following the fire.

We were quite concemed to learn that when individuals rebuild their
homes that they may be re-assessed to their former values plus annual
increases that would have applied if their house had not been lost. How
can you add 2% a year to a zero value and come up with anything but “07?

It i3 unbelievable what the fire survivors have gone through in dealing
with the aftermath of the fire. It is our best guess that it will take at least
Six to seven years to complete most of the rebuilding. As of today,
seventeen months following the fire, of the 445 homes lost only fifty two
(52) building permits (less than 12%) have been issued and only eight (8)
home have been reoccupied Recovery is a very long process and home
owners that experienced their “unplanned™ lost should not be penalized
on their assessed tax base.

We truly hope you are successful in getting the current situation clarified

N
Dawid

>
A .
Exscutive Director

Rebuilding Mountain

Heart
Livs§(s

Executive Director
David Stuart
Lake Arrowhead Rotary

Resource Coordinator
Stacey McKay
Lake Arrowohead Rotary

Offlcers & Affiliations

Ira Maser

Chair

Christmas in April,
Mountaing Community
Hospital Auxiliary,

Rint Farnily Services,
Sunrise Mountain Rolary

Tom Bachman
Vice-Chair
Mountaing Comnmunity
Hospital,

Lake Arrowhead Rotary

Charis Larson
Secretary/Treasurer
Saraptimist International
of Lake Arrowhead, Inc.,
Lifelirie

DM Thav ARAA Rlwvse Tavw

A 92317 Phone 909.337.9922 Fax 909.337.6130




Gunther H. Schmitt

PO Box 30727

San Bernardino, CA 92413-0727
April 10, 2005

Donald E. Williamson

Assessor

172 West 3" Street

San Bernardino, CA 92415-0310

Dear Mr. Williamson,

Lilah Hayes, the chairperson of the Old Fire Recovery Group (Association of Fire
Victims) told us at the last meeting of the Association that you need evidence of voter support for
your effort to control home owner’s tax levels for those of us who lost our homes in the wildfires
of 2003, and are rebuilding (or trying to rebuild) our homes here in San Bernardino. My burned
home was at 1249 Quail Court (parcel no. 0270151540000)

San Bernardino, CA 92404
I have owned this home since I came from Wisconsin in Feb. 1975, and lived there until it
burned down completely on Oct. 25, 2003. I intend to move back when reconstruction is
completed. The PO Box shown above is my temporary address until it reverts to the previous
address.

I heard that you are trying to keep the property tax from going up while we are waiting to

get the home rebuilt. Our association is keeping track of elected officials who are trying hard to
represent our best interests in government.

Thanks very much.,

Sincerely yours,

G H. Schmitt

C.c. Lilah Hayes OFRG




CASSIE MAGDUFF

ASSESSOR
vS. TAXES

an Bernardino Couniy’s
maverick assesSor, Don
Williamsomn, 1S going to-bat
for taxpayers again, this iime
for people who lost their homes
in the October 2003 wildfires.
Williamson believes the state
should not apply the Prop. 13
inflation index to 1,026 homes
that burned down in the Grand
Prix and Old fires.

Structures lost in governor- |
declared disasters are taken off |
the tax rolls uniil theyre re- i

built, As Tong. as: the

alent” ta'the’ ne lost, its pre- fire
assessment is restored, includ-
ing the 2-percent-a-year,
Prop. 13 inflation inctease.
(Land values are also re-
duced; Williamson cut them in
half The land continues to
appreciate at the Prop. 13 rate of
2 percent per year.)
Willlamson contends the
clock should stop on the strue-
tures’ Prop. 13 index. “There's
no structure,” he' said.- “Zero
strueture cannot infiate.”

That puts him at odds with his ;
counterparts around the state. |

They contend the law re-
quires assessors to apply the
2 percent index. Not to do so
would be unfair, they say.

“A temporary situation war-
ranting relief shouid not lead to
a permanent benefit in which

“two -identical properties are
‘{reated differently,” said Larry
Stone, Santa Clara County as-
sessor, ina Jan. 5 letter,

In San Diego County, where
cJose to 2,500 homes were lostin
the October 2003 ﬁ§ :Chlﬁt
Deputy Assessor Da ¥
said his office applies tne 3 per—
cent index.

fress-Eplerprrre

The intent of the law is to |

resiore the property to where it
would have been had the disas-
ter not occwrred, Butler said.
Riverside County Assassor
Larry Ward said he reviewed
the law and believes it requires
the index to be applied. “To me,
the assessor is -hot there to
change the law,” he said.

Williamson took his case to |

the state Board of Equalization
on March 8.

Board of Equalization mem-
ber Bill Leonard later told me
Williamson's unscheduled ap-
pedrance was the first the board
had heard of the issue.

He caufioned that William-
son's interpretation of the law
would give a rebuilt home a
lower assessment than one
nearby that didn’t burn.

“There is an equity issue
involved, although I think I'd
lean toward the side of the
taxpayer-victim,” he said.

Tt might be necessary to ask

the Legislature to change the

law, if it {urns out to be more
than just a matter of legal
interpretation, Leonard said.

Vice Chairman Claude Par-
rish, whose district includes
much of San Bernardino and
Riverside counties, agreed. to
put it on the agenda soon.

What's at stake is only a
couple hundred dollars per
home. But it’s the principle of
the thing to Williamson.

He told me he considers him-
self an advoeate for the taxpay-
er, Dot a revenue agent,

After he was elected in 1994, |
he stunned fellow county offi- |
cials by soliciting property own- | .
ers to use Prop. 8 to reduce their |

tax bills, since property values

had fallen. He said 100,000 prop- ¢

erties’ assessments in San Ber-
nardino County were reduced
that way.

“T'm always trying to help the
taxpayer. If there's a way, I'll

find it,” Williamsen said. )|
“That's what they elected me

for.”

He said if he can't get the
Board of Equalization to agree
with his interpretation of the
law, he'll sue.

Stay tuned for the resuits.

(assie MacDuff can bB reached at i9091
¢ “@pe.com

F-20-05




A tax on Air
By: Assemblyman Bill Emmerson

I was speaking with my friend County Tax Assessor Don Williamson the other
day. Heis a great guy, very smart, but still down to earth. He has got a great sense of
humor and doesn’t mind the occasional jokes about taxes and the “tax-man.” All kidding
aside Don is always looking out for, and trying to help the little guy when it comes to
taxes.

When I saw him I had just come back from Sacramento. There are a lot of people
up there trying to raise taxes. Iam fighting hard to stop them. It’s tough though because
many of my opponents are truly creative in their strategies to raise taxes. Democrat
Johan Klehs, chairman of the assembly tax committee, has proposed taxes on laundry
services, tickets to the movies, taxes on sporting events (charged to your tickets),
concerts, and beer. There are even tax proposals for the dead including a funeral tax and
new taxes on inheritance. The old saying that you can’t avoid death and taxes has taken
on a whole new meaning.

Anyway, while I was talking with Don he told me about an even bigger problem
concerning property tax. Tragically some of my constituents here in the Inland Empire
had their homes destroyed during the fires a year and a half ago. Unfortunately the taxes
on their homes, their homes that don’t exist, have increased by 2% per year. That is the
same increase that happens on all homeowners — even those homeowners who still have a
home.

If you stand on the vacant lots where the burned out houses used to be, you find
only air. And that is what those homeowners are paying increased taxes on, the air that is
there. They certainly are not paying increased taxes on their homes, because their homes
do not exist anymore! So it seems the State of California actually has, in a round about
way, managed to tax the air!

My friend Don is going up to Sacramento on April 12" to make his case in front
of the Board of Equalization. He believes that the people who do not have houses should
not pay the 2% increase per year on a house they do not have. I want to be on the public
record supporting Don. I want to be counted in public as taking the side of the forgotten
man. Those are the people that pay the taxes that: build the roads, pay for our schools,
and care for the sick who are not able to care for themselves. I am on the side of the hard
working people who give a large portion of their incomes to help their fellow citizens.
When people have paid so much property tax, then lose their property in a disastrous fire,
I don’t want to hurt them even more by increasing their taxes on something that does not
exist. I don’t think people should be taxed on something they have not got. The very
people that have supported our communities through their property tax doilars should not
be ignored, or worse, kicked in the wallet when tragedy strikes at them.

This is my approach to taxation and the public good: Be fair. The State
Government should spend money on the things the public needs such as roads and
schools, not the things the government wants like more bureaucracy and do-nothing
agencies. Don’t tax people just to tax them, don’t tax a person’s house if they don’t have
a house, and don’t tax the air!




