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TO COUNTY ASSESSORS AND INTERESTED PARTIES: No. 2004/031

UPDATE OF ASSESSORS HANDBOOK SECTION 267
WELFARE, CHURCH, AND RELIGIOUS EXEMPTIONS

The Board staff has initiated an update of Assessors Handbook Section 267, Welfare, Church,
and Religious Exemptions. Board staff's proposed update reflects recent statutory changes,
revisions intended to clarify existing text, and other minor nonsubstantive changes. The
proposed revisions are indicated on a matrix, in staff's revised text presented in the Housing for
Lower Income Households section of Chapter 5, and in staff's revised Chapter 6, Welfare
Exemption Claim Process.

The matrix, revised section of Chapter 5, and revised Chapter 6, are available on the Board's
Web site (www.boe.ca.gov) and can be accessed by selecting the following links: (1) Property
Taxes, (2) Property Tax Committee Work Plans, and (3) Property Tax Committee Work Plans
2004. The April 2002 publication of the AH 267 is used as a reference for proposed changes
stated on the matrix. The handbook is posted on the Board's Web site and can be accessed by
selecting the following links: (1) Property Taxes, (2) Assessors Handbooks. Additionaly, you
may obtain the drafts of the matrix, revised section of Chapter 5, or revised Chapter 6 via e-mail
or U.S. mail by contacting Ladeena Ford at (916) 324-5839 or L adeena.Ford@boe.ca.gov.

The Handbook was updated to include the following:

Revised discussion of the welfare exemption claim process and filing requirements to reflect
the amendments to the statutory provisions relating to the administration of the welfare and
veterans' organization exemptions (Stats. 2003, Ch. 471, in effect January 1, 2004).

Revised discussion of filing deadlines of the welfare exemption claim to reflect the
amendments to the statutory provisions relating to the filing deadlines of the welfare and
veterans' organization exemptions (Stats. 2003, Ch. 316, in effect January 1, 2004).

Added discussion of revised filing requirements for nonprofit corporations that are managing
general partners of limited partnerships, and added discussion of exemption eligibility of
low-income housing properties of limited equity housing cooperatives.

Interested parties may submit proposed revisions to the language presented in the matrix, revised
section of Chapter 5, or revised Chapter 6 until June 21, 2004. The proposed revisions should be
submitted as alternative text and should reference the applicable page and line numbers of the
revised section of Chapter 5 and/or revised Chapter 6, and/or the item number on the matrix.
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Proposed changes to the handbook, other than the language identified on the matrix and in
Chapters 5 and 6, will be considered only if supported by statutory changes, regulatory changes,
or court decisions. Staff will review submissions of suggested changes and incorporate into the
draft those changes that are deemed appropriate.

After the Board staff's review of comments received from interested parties, it is anticipated that
the project will proceed as follows:

Staff will meet with interested parties on August 4, 2004 to discuss proposed changes to the
text presented in the draft of Chapters 5 and 6 and the matrix. The purpose of the meeting is
to arrive at final language for the draft of the handbook. An agenda matrix will be posted to
the Board's Web site prior to the meeting.

Staff will prepare and submit an issue paper as well as other required documents for the
Property Tax Committee (PTC) meeting prior to the PTC meeting date.

The Property Tax Committee will hear discussion on the handbook update at its meeting in
October.

If you have any questions regarding this project, please contact Ladeena Ford at (916) 324-5839,
Ladeena.Ford@boe.ca.gov. This letter and al future letters regarding this project will be posted
on the Board's Web site and can be accessed by selecting the following links: (1) Property Taxes,
(2) Property Tax Committee Work Plans, and (3) Property Tax Committee Work Plans 2004.

Sincerdly,
/s/ David J. Gau
David J. Gau

Deputy Director
Property and Specia Taxes Department

DJG:If
Enclosures
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UPDATE TO ASSESSORS HANDBOOK SECTION 267
WELFARE, CHURCH, AND RELIGIOUS EXEMPTIONS
MATRIX LISTING PROPOSED CHANGES

Item

Page and Line No.

Board Staff's Suggested L anguage

The following items were revised to reflect the amendments to the statutory provisions relating to
the administration of the welfare and veterans' organization exemptions, enacted into law by Stats.
2003, Ch. 471 (SB 1062).

1

Forward, 1% paragraph,
1% sentence

staff of the Assessment Pollcy—PIannmg—and and Standards
Division of the Property and Special Taxes Department in
conjunction with the staff of the Property Taxes Seection
Division of the Legal Bivision Department drafted this section

of the Assessors Handbook.

Forward, 1% paragraph,
4™ sentence

The Board approved An updates of the this publication manual

was-approved-by-the Board on August 10, 2000 and on —Fhis
update-was-approved-by-the-Board-on-April 18, 2002. The
Board approved this update on October XX, 2004.

Page 17, add after 2™
paragraph

The Board staff reviews an organization's formative documents
with the organization's claim for an Organizational Clearance
Certificate. See Chapter 6, Welfare Exemption Claim Process,
for additional information regarding the filing requirements for
an Organizational Clearance Certificate.

Page 18, 4™ paragraph

To prove that the organization is exempt from federal income
tax or state franchise and income taxes gualification-for-Hrcome
tax-exemption-as required by section 214.8 (a), the organization
must file with the assessoer Board a duphicate copyies of a valid,
unrevoked letter or ruling from either the Franchise Tax Board
or the Internal Revenue Service stating the organization is tax

empt gqualifies—for—the—tncome—tax exemption—under the
approprlate section of the Revenue and Taxation Code or the
Internal Revenue Code.  The Board reviews the tax exemption
letter with the organization's claim for an Organizational
Clearance Certificate. (Footnote: See Chapter 6, Welfare
Exemption Claim Process, for additional information regarding
the filing requirements for an Organizational Clearance

Page 19, 3" paragraph,
second sentence

The reasonableness of such costs is a question of fact for the
asseaeepand the State Board of Equallzatlon Seetlen—254—5(a)

mstltutrens Sectl on 254. 6( b)( 1) in Dart provi des that the Board

shall consider whether the services and salaries are excessive,
based upon like services and salaries in comparable public or
private institutions. Section 254.6 (b)(2) provides that the
Board shall consider whether the operations of the owner or
operator, either directly or indirectly, materially enhance the
private gain of any individual or individuals.  In addition,

1 May 7, 2004
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Item

Page and Line No.

Board Staff's Suggested L anguage

section 254.5 (a) states that financial statements shall be
submitted to the assessor if requested in writing by the assessor.

Page 20, last paragraph,

last sentence

Section 214.01(a) requires an express statement of irrevocable
dedication to only those purposes:

Page 22, 3" paragraph

If an organization amends its articles to include an acceptable
statement of irrevocable dedication and an acceptable
dissolution clause, the amended articles must be filed with the
Secretary of State's Office and a certified copy ef-each must be
sent to the Board S Assessment PoI|cy—PIarrrr+|qgL and Standards
Division a g
located. The Board staff reviews the orqanrzatrons formatrve
documents, including any amendments, with the organization's
claim for an Organizational Clearance Certificate. See Chapter
6, Welfare Exemption Claim Process, for additional information
regarding the filing requirements for an Organizational
Clearance Certificate. (See Appendix C for guidelines and
sample language for Eﬁer—the—Franehrse—'Fax—Beard—Ferm%S@&

samptle-dedication and dissolution cl auses.)

Page 22, 4™ paragraph,
1% sentence

An exception to the dissolution clause requirements of section
214.01(a) isfound in section 214.3.

Page 29, 2" paragraph,
1% sentence

An organization exempt from income taxes under specific
provisons of state or federal law (FN) may hold weekly
meetings on another organization's exempt property without
filing awelfare exemption claim with the county assessor, or a
clam for an Organizational Clearance Certificate with the
Board, and without jeopardizing the owner's welfare exemption
for that property, provided specific conditions are met.(FN)

10

Page 29, criteria
number 3

...and provide to the assessor duplicate a copyies of valid,
unrevoked letters or rulings ...

11

Page 31, 4™ paragraph,
add as last sentence

The assessor may reguest financial statements relevant to a
specific property location.

12

Page 39, second bullet

The organization must file with the Board assesser duplicate a
copyies-of a valid, unrevoked letter or ruling from either the
Franchise Tax Board or the Internal Revenue Service.

13

Page 44, 2" paragraph,
1% sentence

The Board's position, based on past practice in administering
the welfare exemption, #a+recent-years is that exemption should
has—been not be to denyied exemption if a qudified
organization's property was-is used for occasional fundraising or
if a qualified organization's property was is used regularly for
fundraising that was-is not of a commercia character and not in
competition with a business enterprise.

14

Page 55, 3" paragraph,
2" sentence

The following factors are considered—by—Board—staff when
determining whether a museum gift shop qualifies for the
exemption:

2 May 7, 2004
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Item

Page and Line No.

Board Staff's Suggested L anguage

15

Page 60, 2" paragraph

Administrativelythe Board-hasfound-cCertain thrift stores may
be eligible for exemption under the following conditions:

16

Page 68, 3" paragraph

The assessor andler-the-Board can require a claimant to submit
documentation in support of its clam for exemption for
property used for housing and related facilities.

17

Chapter 6, pages 85 -99

Delete chapter and replace with revised draft of chapter.
(Revised draft in Attachment C.)

Note: Chapter revision aso includes language discussing the
change in welfare exemption claim filing deadlines pursuant to
statutory amendments enacted into law by Stats. 2003, Ch. 316
(AB 1744).

18

Appendix F

Delete copies of all clam forms, replace with revised listing of
Forms (revised Appendix D) and refer reader to Board's Web
site for current drafts of forms (see Attachment D). This will
alow for the availability of more current and accurate
information and avoid the necessity to update the handbook
each time aformisrevised.

3 May 7, 2004
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Page and Line Board Staff's Suggested L anguage
Number

The following items were revised to reflect the filing requirements for nonprofit corporations
that are managing genera partners of limited partnerships, and the scheduled deletion of
annotated letter #880.0265. (The annotated letter is scheduled for deletion because the
information relied upon for the letter was incorrect; this letter is scheduled to be included in
Current Legal Digest 2004 — 03 as a proposed deletion. Interested parties may register online to
receive notices of Current Legal Digests via email by going to the Board's Web site at
www.boe.ca.gov and selecting "Property Taxes.")

19 | Chapter 5, Housing | Revised this section of the chapter to provide clarity, to reflect the
for Lower-Income filing requirements for managing general partners, and to make
Household section, consistent with annotated letter deletion. Revisions are identified
pages 68-81 in strike out and underline format. This revised section aso
includes an added discussion of exemption eligibility of low
income housing properties of limited equity housing cooperatives
to reflect information provided in annotated letter 880.0420.
Revised section of Chapter 5 is included in Attachment C.
(Revisions are identified in strike out and underline format.)

20 | Appendix D Delete Example of Deed Restriction, consistent with annotated
letter deletion as discussed above.

The following item is considered a minor revision to the handbook to remove copies of claim
forms from the handbook that would not reflect future revisions to the form.

21 | Appendix E Delete copy of Franchise Tax Board Form 3500. Removal of FTB
form is consistent with removal of forms associated with the
welfare exemption.
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Chapter 6: Welfare EXemption Claim PrOCESS........c.cccueiieiieieeseeieseesiesseeseeseeseeseessesaesseesseennens 1
SCOPE OF EXOIMPLION.......eieiieiiieitieiesie ettt ettt ettt e et et esbe et e sae e sbeese s st e sbeenbesneesreenseennans 1
Overview of the Welfare Exemption Claim PrOCESS..........ccccvevviieiicie s eeeseese e 1
Joint Administration Prior to January 1, 2004.........ccceoiieiinienenienee e eee e eneen 2
Joint Administration in Effect January 1, 2004 ...........ooveieiieieeeseese e se e e e eee e sne e 3

L0720 I T 1TSS 3
Organizational Clearance Certificate Claims and Qualification.............ccccceveeverceneeieesnne 3
Notification of Ineligibility and REVOCELION...........cccoviriiiieieee e 4
Board Hearings on Denia of Organizational Certificate...........ccvvvevieiienieeiecce e 4
Audit and/or Verification of OrganiZationS............ceceeeereerenieeseesie e seeseeseens 4
Review of Assessors Administration of the Welfare Exemption............cccccoveeeveeieccieseeenen. 4

ASSESSON DULIES ..ottt sttt se et e e e e e b e e be et e sae e be et e eneenbeeneenreenne 5
Review of Welfare and Veterans Organization Exemption Claims.........ccccceecevveveeeeseeennn. 5
Notification Of INElIGIDIHITY ......ooouiiieeee s 5
Audit and/or Verification Of OPEration.........ccveceeiereeiesieereeieeseesie e seesaessee e seeseesseeeens 6

Claim Forms Filed with the Board of EQUaliZation............cccceieineriinieneee e 6
Claim for an Organizational Clearance Certificate (BOE-277-OC) .......cccocvevvrieeseeiesieesennens 6
Requirements of Claim FOrm BOE-277 ........coooiiiiiieeneneesie et 6
Signature 0N the ATfIaVIT.......coce e e 7
Organizations FOrmative DOCUMENTS .........coieriiiierieeie et 7
TaX EXEMPLION LELEIS.......ecieiiesee ettt e ettt e st ae e sneeae e nneeneennee e 7
FINANCIal SEALEMENES........eiiiieiieie ettt b et sreenne e 8
Board Review of Claim FOrm BOE-277 ..o 8
Notification Following Review of Claim FOrm BOE-277 .........cccccovveeiinieienieneeseeeee e 8
Board Hearings on Denial of Organizational Clearance Certificate............ccceevviveveeceervnennn. 9
Claim for a Supplemental Clearance Certificate (BOE-277-SCC) .......cooeverieneenenieseenienens 9
Requirements of Claim FOrm BOE-277-L1.........ccooieiieieeeeie et 9
Signature 0N the ATFIAVIT.........ooii e e 10
Recorded Deed Restriction/Regulatory AgQreement.........occevvecereeceesieeseeseseeseeseeseeens 11
Secretary of State FOrmS LP-1 and LP-2.........cocoiiiiiiiiieeeeee e 11
Board Review of Claim FOrm BOE-277-L1.......cccociiiiieiiene e 11
Notification Following Review of Claim Form BOE-277-L1.........cccoooviinnnieninneeneenne 12
Board Hearings on Denial of Supplementa Clearance Certificate...........ccevvevivrieivesennnnns 12

Periodic Filing for Organizational Clearance Certificates (BOE-277-P)......ccccccovveevvncenneennn. 13

Requirements of Claim FOrm BOE-277-P..........ccoi it 13
Signature 0N the AfFIAVIT.........ooiie e e 14
Board Review Of FOrM BOE-277-P........ccooiiiiiisesieeeee et 14
Additional Filing Requirements for Holders of Supplemental Clearance Certificates........ 14
Requirements of Claim FOrm BOE-277-L1 .......cccoooveieiieieee e 15
Board Review of Claim FOrm BOE 277-L1........coooiiiiiereeeeeeneeee e 15
Claim FOrms Filed With the ASSESSON........cccuiiiiiierise e 16

Claim For Welfare Exemption (First Filing) (BOE-267).......ccccooiiieieriinienieeee e 16

Requirements of Claim FOrm BOE-267 .........cccccooeviieieeieeeeseeseseeseesaesseeseesseseesseessesnnens 17
Front Page of BOE-267 Claim FOIMML.........coiiiiiieieie e 17
Property INfOrMELION ........cceeieeieceese ettt esr e neene e aeeneeenee e 17
Filing for Multiple Years and Properties..........coceieeierienensieseeseeee e 18
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CHAPTER 6: WELFARE EXEMPTION CLAIM PROCESS

SCOPE OF EXEMPTION

A qualifying organization's property may be exempted fully or partialy from property taxes,
depending on how much of the property is used for qualifying purposes and activities! The
welfare exemption is in addition to any other exemption,? and in some instances, a qualifying
organization may claim another exemption and/or the welfare exemption.®

The welfare exemption does not provide exemption from specia assessments for loca
improvements, but only from property taxes. Taxes are imposed on real and personal property;
with very few exceptions, specia assessments apply only to land, or land and improvements.
The property of nonprofit organizations remains subject to levies of special districts on land only
or on land and improvements.*

OVERVIEW OF THE WELFARE EXEMPTION CLAIM PROCESS

The welfare exemption isunique in that it is co-administered by the county assessor and the State
Board of Equalization. Welfare exemption claim forms, also known as affidavits, are available
from the assessor of the county in which the property is located. The organization must
complete the exemption claim form and return it to the assessor to be €eligible for the full
exemption on or before February 15 of each year.> The exemption claim is a public record, and
is subject to public review as stated on the claim.® For more information concerning the
requirement of public disclosure of exemption claims and related documents, please see the
section, Exemption Claims Open to Public Inspection at the end of this chapter.

The assessor reviews the claim form and attached documents for completeness and compliance
with the requirements of relevant provisions of the Revenue and Taxation Code. The assessor
thereafter conducts a field inspection of the property to verify that (1) the information on the
claim form is accurate, and (2) the property is used exclusively for religious, hospital, scientific,
or charitable purposes and activities.’

Previoudly, the Board's role in the joint administration of the welfare exemption was to function
as a secondary review of exemption claims and make an independent determination of whether

'Cedars of Lebanon v. County of Los Angeles (1952) 35 Cal.2d 729, 746; YMCA v. County of Los Angeles (1952) 35
Cal.2d 760, 767.

2 An exception is the housing property of limited equity cooperatives occupied by shareholder-members, that is
digible for the homeowners exemption, but not eligible for the welfare exemption.

% Section 214(a)(7). See aso J. Paul Getty Museum v. County of Los Angeles(1983) 148 Cal.App.3d 600, 604-605.

* Cedars, supra at 747; YMCA, supra at 776.

® Section 255. If the 15th falls on a weekend or holiday, the deadline is extended to 5 p.m. the next business day.
(See Government Code section 6706.) As discussed later in this chapter, a partial exemption may be allowed on a
claim, which isfiled after the deadline.

® Public Records Act sections 6250 et. seq.; Revenue and Taxation Code section 408.2.

7 Section 254.5.

AH 267 1 May 2004 Draft
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the organization and its property met the requirements for exemption.® Currently, the Board is
responsible for making the sole determination of whether an organization meets the requirements
for exemption.®

JOINT ADMINISTRATION PRIOR TO JANUARY 1, 2004

The welfare and veterans organization exemptions were jointly administered by the Board of
Equalization (Board) and the county assessor, with each agency reviewing both annual claims
(Form BOE 267-A) and first-time claims (Form BOE 267) and supporting documents filed by
claimants to determine exemption eligibility. All exemption claims were filed in duplicate, with
the county assessor; who forwarded a clam and any supporting documents for each property
location to the Board.

The assessor reviewed the first time clam and supporting documents and made an initia
determination of eligibility. The assessor then forwarded the application and supporting
documents, along with the assessor's field inspection and recommendation, to the Board. Board
staff conducted a review of the claim and related documents and issued a finding of digibility.
Similarly, all annual claims were submitted in duplicate, with the assessor forwarding an annual
clam to the Board for each property location. Both agencies independently reviewed
information on both annual and first time clams to determine whether organizationa and
property use requirements for exemption were met.

Prior statutory law, effective for claims filed before January 1, 2004, required the Board staff to
make a finding regarding exemption eligibility on first time clams as to the organizations
qualification and its property use, and to forward its finding to the claimant and the assessor
concerned. With respect to annua claims, findings were issued to notify the claimant and the
assessor of the county in which the property was located upon a Board staff determination that a
claimant was ineligible or a claimant's property was partially or completely ineligible to receive
the welfare or veterans organization exemption.

The elected members of the Board held hearings when the claimant filed an appeal contesting the
Board staff's determination as to the organization's or the property's eigibility for exemption.
The Board had the discretion to grant or deny a hearing request, but hearings were generally
granted. But, neither the Board decision subsequent to a hearing on the exemption denial, nor
the Board staff finding of eligibility was binding upon the assessor. The former section
254.5 (b), provided that the assessor may deny the claim of an applicant the board finds eligible,
but may not grant the claim of an applicant the board finds ineligible. If the assessor denied an
exemption granted by the Board, the claimant's remedy was to file a clam for refund with the
county board of supervisors and, if denied, file arefund action in superior court.

8 Law in effect for claimsfiled with the county assessor on or before December 31, 2003.
® Section 254.6.

AH 267 2 May 2004 Draft
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JOINT ADMINISTRATION IN EFFECT JANUARY 1, 2004

Senate Bill 1062 (Stats. 2003, Ch. 471) amended statutes and added statutory provisions relating
to the welfare and veterans organization exemptions. The statutory amendments separated the
exemption claim review process to eliminate duplicative review functions. Under the new
administration, the Board determines whether an organization is eligible for the welfare or
veterans organization exemption, and the county assessor determines whether an organization's
property use qualifies for the exemption. ™

BOARD DUTIES

The Board's new administrative role centers on determining whether the organization is eligible
to receive the welfare or veterans' organization exemption. In general, the organization isto file
a claim form with organizational documents (articles of incorporation, tax exemption letters,
etc.) one time with the Board rather than in duplicate in each county that the claimant has
property. If the Board determines that an organization qualifies for exemption, the Board will
issue an Organizational Clearance Certificate to the organization. The claimant is to provide a
copy of the Organizational Clearance Certificate with an exemption claim form filed with the
assessor if the claimant is filing for the first time in the county. In addition to reviewing and
making determinations on claims for an Organizational Clearance Certificate, Board duties
include notifying claimants and assessors of ineligibility and revocation, conducting hearings on
denials of organizational clearance certificates, conducting audits/and or verification of
exemption eligibility of organizations, and reviewing the assessor's administration of the welfare
exemption.™> The following includes a description of each of the Board's duties under the new
administration.

Organizational Clearance Certificate Claims and Qualification

Board staff will review claims for organizational clearance certificates to determine if the
organization is organized and operated exclusively for a qualified purpose(s), and otherwise
meets the requirements of section 214."> Upon the Board's determination that an organization
gualifies, the Board will issue an Organizational Clearance Certificate (Form BOE-277-OC)
that will remain valid until the Board determines that the organization no longer meets the
requirements. Further information as to filing requirements and Board review of claims for an
Organizational Clearance Certificate is provided under the discusson of Claim for an
Organizational Clearance Certificate.

The Board maintains a list of organizations with a valid Organizational Clearance Certificate.
Thislist is posted on the Board's Web site and is updated on a quarterly basis.”®

19 Sections 254.6 and 254.5, as amended by Senate Bill 1062 (Stats. 2003, Ch. 471), effective January 1, 2004.

! Sections 254.6.

12 Section 254.6(h).

'3 The Board's website iswww.boe.cagov. Thelist can be accessed by selecting 1) Property Taxes, 2) Welfare and
Veterans Organization Exemptions, 3) List of Eligible Organizations.
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Notification of Ineligibility and Revocation

If Board staff determines that an organization is not eligible for an Organizational Clearance
Certificate, the Board will notify the claimant of the indligibility.”* Similarly, if Board staff
determines that an organization granted an organizational clearance certificate no longer meets
the exemption requirements of section 214, the Board will notify the claimant of the ineligibility
or revocation.™ In addition, the Board notifies assessors, on a periodic basis, of organizations
that have had their Organizational Clearance Certificate revoked. Further information regarding
notification of ineligibility is provided in this chapter under the topic Notification Following
Review of Claim Form BOE-277.

Board Hearings on Denial of Organizational Certificate

The Board will conduct hearings on appeals filed by claimants that have been denied an
Organizational Clearance Certificate because board staff has determined that the organizations
are not eligible for the exemption.’® If the claimant disagrees with the Board staff's
determination of ineligibility for an Organizational Clearance Certificate, the clamant may file
an appea of the Board staff's finding within 60 days of the mailing date of the final notice of
ineligibility.”” Further information regarding Board hearings on denia of an organizational
certificate is provided under the sections Claim for an Organizational Clearance Certificate and
Claim for a Supplemental Clearance Certificate, later in this chapter.

Audit and/or Verification of Organizations

As part of its statutory duties, the Board is authorized to conduct an audit or verification of an
organization to determine if the organization meets the requirements of section 214."® Board
staff will conduct a periodic audit of organizations by mailing a claim form to each organization
once every 3 years. The claim form used for this purpose is, BOE-277-P, Periodic Filing for
Organizational Clearance Certificate—\Welfare or Veterans Organization Exemption. The
Board form requests specific information concerning eligibility requirements that alows the
board staff to determine whether the organization continues to meet the qualifications for
exemption. The claim form verification process is conducted to ensure that organizations
holding organizational clearance certificates continue to be qualified. In addition to the Board
staff's review of the periodic filing form, the staff may conduct a more comprehensive audit as
part of the claim review process.

Review of Assessors' Administration of the Welfare Exemption

Board staff will continue to review the assessors administration of the exemption as part of the
assessment practices surveys, to ensure proper administration of the welfare and veterans
organization exemptions at the local level.® The Board's assessment practices survey program is

14 Section 254.6(d)(1).

1> Section 254.6(€)(2).

16 Section 254.6(€)(4).

7 Section 254.6(€)(3).

'8 Section 254.6(f); Government Code section 15618.
19 Section 254.5(q).
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designed to promote uniformity, fairness, equity, and integrity in the property tax assessment
process. Under this program, the Board periodically conducts reviews of every county assessor's
offices and publishes areport of its findings.?

ASSESSOR DUTIES

The assessor's duties, briefly summarized, include making the sole determination concerning
whether the use of the property qualifies for the welfare exemption, reviewing claims for the
welfare and veterans organization exemptions, notifying claimants of ineligible property, and
conducting audits or verifications of an organization's operations.> The following includes a
description of the assessor's duties.

Review of Welfare and Veterans' Organization Exemption Claims

The assessor will review claims for the welfare or veterans organization exemption to determine
whether the use of the property qualifies for exemption (i.e., is the property used exclusively for
religious, hospital, scientific or charitable purposes and activities by a qualified organization).
Further information regarding exemption claim forms and assessor review is provided later in
this chapter on page 14 under the discussion of Claim Forms Filed with the Assessor.

The assessor's determination of whether an organization's property use satisfies the requirements
of section 214 will be made without review by the Board staff; but, the assessor may not grant a
claim unless the organization holds a valid Organizational Clearance Certificate issued by the
Board.? The assessor may deny an exemption claim, based on non-quaifying use of the
property, notwithstanding the claimant's Organizational Clearance Certificate granted by the
Board.? (For information regarding enrolling of exemptions, see Appendix B.)

Notification of Ineligibility

If the assessor finds the claimant's property ineligible for the welfare or veterans organization
exemption, the assessor must notify the claimant in writing of that finding.* The assessor must
also provide notification that the claimant may seek a refund of property taxes by filing a clam
for refund with the county board of supervisors® If the claim for refund is denied, the
organization may file arefund action in superior court.®

2 Government Code sections 15640-15646 provide that the Board shall conduct surveysin each county and city and
county to determine that the practices and procedures used by the county assessor in the vauation of properties are
in conformity with al provisions of law. The Board's Property and Specia Taxes Department's County Property
Tax Division conducts the assessment practices survey program.

?! Section 254.5.

%2 Section 254.5(a).

%3 Section 254.5(c)(1).

24 Section 254.5()(2).

% Section 254.5(c)(2)(B).

%6 Section 254.5(c)(2)(C).
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Audit and/or Verification of Operation

Section 254.5(b)(2) clarifies that the assessor may audit a claimant to ensure that the use of the
property by the owner or operator continues to meet the requirements set forth in section 214.
For example, the assessor may audit the claimant's financial statements and other documentation
representative of activities and operations conducted at a specific property location to verify the
use of the property.

CLAIM FORMSFILED WITH THE BOARD OF EQUALIZATION

CLAIM FOR AN ORGANIZATIONAL CLEARANCE CERTIFICATE (BOE-277-OC)

Effective January 1, 2004, all tax exempt nonprofit organizations claiming the exemption for the
first time are to file a claim for an Organizational Clearance Certificate with the Board. An
organization filing a claim for an Organizational Clearance Certificate (BOE-277-OC), must file
clam form BOE-277, Claim for Organizational Clearance Certificate — Welfare Exemption, or
clam form BOE-279, Claim for Organizational Clearance Certificate — Veterans Organization
Exemption. (The organization must hold a valid Organizational Clearance Certificate before the
assessor can grant a welfare or veterans organization exemption. The assessor may deny an
exemption claim, based on non-qualifying use of the property, notwithstanding the claimant's
organizational clearance certificate granted by the Board.) Although veterans organizations may
file for an Organizational Clearance Certificate, the following discussion will be limited to
clam form BOE-277 since this handbook only pertains to the welfare exemption. (See
Appendix D for a complete listing of clam forms filed with the Board and notification forms
issued by the Board.)

Requirements of Claim Form BOE-277

A claim for an Organizational Clearance Certificate may be filed at any time during the year.
The claimant should complete all parts of the form in sufficient detail to alow the Board to make
an informed review of the organization's structure and purpose. The claimant should submit all
information requested on the form. The claim is to be accompanied by organizational documents
(articles of incorporation, or comparable instrument for unincorporated organizations, a federal
or state tax exemption letter, and financia statements of the organization).

The clam form is to indicate the first fiscal year in which the claimant is seeking exemption
from the assessor. |If the fiscal year is not stated on the claim form, the filing is considered to be
for the fiscal year immediately preceding the lien date.

The exact legal name of the organization must be stated. If the organization is incorporated, then
the corporate name of the claimant should be the same as the name appearing in the articles of
incorporation or any subsequent amendments. In addition, the claimant is to provide the
corporate identification number issued to the claimant by the Secretary of State, which is an
identification number unique to each organization. If the clamant is an unincorporated
association, the name of the organization should be the same as the name appearing in the
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organization's originating document. If the organization does not have a corporate identification
number, then "none" should be indicated in the space provided on the claim form.

The clam must be signed and dated by an officer of the organization, or an authorized
representative. The person executing the claim, declares under penalty of perjury that the
information provided on the claim is true, correct, and complete. The name, address, telephone
number and email address of a contact person should be provided on the form in case thereis a
guestion about the claim.

Signature on the Affidavit

The claim must contain an original signature of an officer of the organization or an authorized
representative. If the affidavit is not signed, the filing is not valid and should be returned to the
clamant. It is the organization's responsibility to provide complete and accurate information
since the organization’s representative authorized to execute the form, certifies under penalty of
perjury that the information provided on the affidavit is true, correct and complete. The board
staff's responsibility is to verify that all the information provided is accurate and complete.

Organizations Formative Documents

An organization must attach a copy of the Articles of Incorporation and any amendments thereto
certified by the Secretary of State, or comparable instrument for unincorporated organizations.”’
Board staff will review the organization's formative documents to verify that the documents
include both an acceptable statement of irrevocable dedication and a dissolution clause. The
statement of irrevocable dedication is to expressly state that the property isirrevocably dedicated
to religious, charitable, scientific, or hospital purposes.® The dissolution clause must state that
upon liquidation, dissolution or abandonment of the owner, its assets will be distributed to a
fund, foundation, corporation organized and operated for religious, hospital, scientific, or
charitable purposes.® (See Appendix C for samples of acceptable irrevocable dedication and
dissolution clauses.)

Tax Exemption Letters

An organization must include a copy of an unrevoked federal or state tax exemption letter with
clam form BOE-277. The unrevoked tax exemption letter may be either from the Internal
Revenue Service or Franchise Tax Board, stating that the organization is exempt under their
respective provisions of law (Internal Revenue Code section 501(c)(3), Revenue and Taxation
Code section 23701d).%

%" Comparable instrument for an unincorporated organization (noncorporate fund or foundation) may include the
organization bylaws, articles of association, constitution, or regulations and any amendments thereto.

%8 Sections 214(a)(6) and 214.01. See Chapter 2 of AH 267 for discussion of irrevocable dedication clauses.

29 Section 214.01. See Chapter 2 for discussion of dissolution clauses.

%0 Section 214.8(a) specifies that section 213.7, providing for exemption of volunteer fire department property,
section 231, providing for the exemption of property leased to the government, and section 214(g)(1), providing for
the exemption of low-income housing owned and operated by veterans organizations per section 215 and 215.1 are
excluded from this requirement. (See the discussion under the heading Must Qualify as an Exempt Organization
Under 501(c)(3) or 23701d in Chapter 2 for additional information.)
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Financial Statements

In accordance with section 254.6(c)(1), an organization must include a copy of its financial
statements with the claim for an Organizational Clearance Certificate. The financial statements
are to include a balance sheet and operating statement; and must be for the accounting period
closest in time to the lien date (January 1) for the fiscal year indicated on the front page of claim
form BOE-277. For example, if the organization is making a claim for an Organizational
Clearance Certificate for the 2004-2005 fiscal year, the financia statements must represent the
accounting period ending closest in time to January 1, 2004

Board Review of Claim Form BOE-277

The Board staff reviews the claim and related documents to determine if the organization is
organized and operated exclusively for a qualified purpose(s) and otherwise meets the
requirements of section 214. In its review, the Board verifies that the organization has a valid
tax exemption letter from the Internal Revenue Service or Franchise Tax Board, and is currently
exempt from federal income taxes or state franchise and income taxes under the proper statutory
provisons. The Board aso verifies that the articles of incorporation, or other formative
document for those organizations that are not incorporated, includes acceptable irrevocable
dedication and dissolution clauses, and that the organization is organized and operated
exclusively for religious, hospital, scientific, or charitable purposes as required in section 214. In
addition, the Board will consider, among other matters, whether the organization's services and
expenses are excessive and whether the operations of the organization directly or indirectly
materially enhance the private gain of any individual(s).

Claim form BOE-277 includes questions on the front page and instructions on the back. The
information provided on the clam form, and the documentation required with the claim,
provides Board staff with the information necessary to determine if the organization meets the
legal requirements for exemption, and is therefore, eligible for an Organizational Clearance
Certificate.

Notification Following Review of Claim Form BOE-277

After reviewing a claim for an Organizational Clearance Certificate, the Board will notify the
claimant of staff's finding as to eligibility for an Organizational Clearance Certificate on Form
BOE-277-F, Welfare or Veterans Organization Exemption, Organizational Clearance
Certificate Finding Sheet. If the organization qualifies for exemption, a "Been Met" finding is
indicated on Form BOE-277-F. The Board also issues Organizational Clearance Certificate. If
the organization qualifies for exemption, a"Been Met" finding isindicated on Form BOE-277-F.
The Board aso issues an Organizational Clearance Certificate (BOE-277-OC) to indicate that
the organization is eligible for exemption. If the organization does not qualify for exemption, a
"Not Been Met" finding is indicated on Form BOE-277-F. In addition, Form BOE-277-F1,
Welfare or Veterans Organization Exemption, Organizational Clearance Certificate—
Preliminary Notice is issued to inform the claimant that it has 30 days to provide additional
information in response to the initial notice of ineligibility, or to request a 30-day extension to
provide additional information. If after review of the additional information, Board staff
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determines that the claimant remains ineligible, the Board issues a final notice of ineligibility,
Form BOE-277-F2, Welfare or Veterans Organization Exemption, Organizational Clearance
Certificate—Final Notice*

Board Hearings on Denial of Organizational Clearance Certificate

The elected members of the Board will make a determination on an appeal filed with the Board
to contest the Board staff's findings that the organization is not qualified for exemption. An
appeal of the Board staff's denial of exemption is to be filed within 60 days of the date of mailing
of the final notice of ingligibility (Form BOE-277-F2). The petition for hearing must be written,
state whether an ora hearing is requested, and addressed to the Board Proceedings Division.
The Board staff and claimant may agree in writing to submit the matter to the Board for a
decision without a hearing. Board hearings on welfare exemption appeas are conducted in
accordance with the Board's Rules of Practice.® If the elected members of the Board deny the
clamant's petition, the organization may file an action in superior court after exhausting
administrative remedies, including paying the property taxes for the property, and filing a claim
for refund of property taxes with the local county board of supervisors.

CLAIM FOR A SUPPLEMENTAL CLEARANCE CERTIFICATE (BOE-277-SCC)

Nonprofit organizations functioning as the managing genera partner of limited partnerships that
own and operate lower income housing, which have qualified for an Organizational Clearance
Certificate, are aso required to file a claim for a Supplemental Clearance Certificate (Form
BOE-277-L1, Claim for Supplemental Clearance Certificate for Managing General Partner).
The Board's role under the streamlined administration of determining an organization's eligibility
for exemption, includes review of the qualification of the limited partnership with a nonprofit
managing general partner. Board staff determines whether the nonprofit organization has
sufficient management authority/duties to qualify as the managing genera partner of the limited
partnership, as required by section 214(g).

Requirements of Claim Form BOE-277-L1

A claim for a Supplemental Clearance Certificate for Managing General Partner may be filed at
any time during the year. The claim form must indicate the first fiscal year in which the claimant
is seeking exemption for the low income housing property from the assessor. |If the fiscal year is
not stated on the claim form, the filing is considered to be for the fiscal year immediately
preceding lien date.

31 The BOE-277-F2 provides information as to the claimant's right and procedures to file an appeal to Board staff's
finding.
%2 California Code of Regulations, Title 18, Public Revenues, Article 6.

AH 267 9 May 2004 Draft



w N

0o ~N O O~

10
11
12

13
14
15
16
17

18
19

20
21

22
23
24
25
26

27
28
29

30

31
32
33
34
35

Attachment B
Part I: Chapter 6

Nonprofit organizations (managing general partners) that hold a valid organizational clearance
certificate must file a claim for Supplemental Clearance Certificate for Managing General
Partner on each low-income housing property for which exemption is claimed.®

A nonprofit organization (managing general partner) without an Organizational Clearance
Certificate which is claming exemption on low-income housing properties that have not
received exemption previoudly, isto file aclaim for an Organizational Clearance Certificate and
clam for a Supplemental Clearance Certificate for Managing General Partner for each low
income housing property.

The person filing Form BOE-277-L1 may be an officer of the non-profit organization (managing
general partner of the limited partnership property) or an authorized representative. The exact
legal name of the nonprofit managing general partner must be stated. In addition, the claimant
must provide the name of the limited partnership that owns and operates the property.

The clam must be signed and dated by the nonprofit organization's officer or an authorized
representative. The person executing the claim declares under penaty of perjury that the
information provided on the claim is true, correct, and complete. The name, address, telephone
number and email address of a contact person should be provided on the form in case there is any
guestion about the claim.

The claim form requires a nonprofit organization to certify that its limited partnership agreement
provides sufficient management authority and duties to qualify it as the managing general partner
of the limited partnership. The initial claim for a supplemental clearance certificate is to include
the following documents:

a copy of a recorded deed restriction that restricts their property usage to lower income
housing, or a copy of a regulatory agreement issued by a public agency that provides
verification that the property receives either government financing or federal tax credits, and
restricts the property usage to lower income housing, as required by section 214(g)(1)(A);
214(g)(1)(B), and

acopy of Secretary of State form LP-1, Certificate of Limited Partnership, and if applicable,
Secretary of State form LP-2, Amendment to Certificate of Limited Partnership for each
amendment.

Signature on the Affidavit

The clam must contain an origina signature of an officer of the nonprofit organization
(managing general partner) or an authorized representative. If the affidavit is not signed, the
filing is not valid and should be returned to the claimant. It is the organization's responsibility to
provide complete and accurate information since the organization’s representative authorized to
execute the form, certifies under penalty of perjury that the information provided on the affidavit

% Nonprofit organizations which were managing general partners of limited partnerships with low income housing
properties that were eligible for exemption on December 11, 2003, automatically received a supplemental clearance
certificate for each property. The organizationswere not required to file claims.
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is true, correct and complete. The board staff's responsibility is to verify that all the information
provided is accurate and compl ete.

Recorded Deed Restriction/Regulatory Agreement

The provisions of section 214(g)(2)(A)(i) expressly require the claimant only to certify that there
is an enforceable deed restriction on its property. Pursuant to the Board's authority in section
254 and section 15618 of the Government Code, the Board requires claimants to provide copies
of such documents with Claim Form BOE-277-L 1, for verification that this requirement has been
met. Section 254 provides, in relevant part, that a clamant for the welfare exemption shall
submit to the assessor annualy an affidavit, giving any information required by the board.*
Thus, section 254 authorizes the Board to determine the information that is to be submitted with
an exemption claim. (Section 15618 of the Government Code authorizes the board to audit or
verify that the organization meets the legal requirements for exemption.)

These documents specify name of organization that owns the property, the location of the
property, prescribed tenant's household incomes and rents, and minimum percentage of units to
be used for qualifying lower income tenants. See Chapter 5 for additional information
concerning these requirements.

Secretary of State FormsLP-1 and LP-2

Nonprofit organizations filing a claim for a supplemental clearance certificate must include a
copy of Secretary of State Form LP-1, Certificate of Limited Partnership. Additionaly, if the
certificate of limited partnership has been amended, the nonprofit organization must include a
copy of Secretary of State Form LP-2, Amendment to Certificate of Limited Partnership, for each
amendment.

Board Review of Claim Form BOE-277-L1

The Board staff reviews the clam and accompanying documents to determine if the limited
partnership property is a qualifying organization and its property meets the requirements of
section 214(g). That is, Board staff determines if: (1) the nonprofit organization designated in
the limited partnership agreement as the managing general partner of the limited partnership has
sufficient management authority and duties to qualify as the managing general partner as
required by section 214(g); and, (2) the property meets the requirements in sections 214(g)(1)(A)
or 214(g)(1)(B) and 214(g)(2)(A). The Board issues a Supplemental Clearance Certificate for
Managing General Partner (BOE-277-SCC) to nonprofit organizations, with a valid
Organizational Clearance Certificate, upon a determination that the limited partnership and its
property meet requirements for exemption. Once granted, the supplemental clearance certificate
shall remain valid until the Board staff determines that the limited partnership is no longer a
qualifying organization or its property no longer meets the requirements of section 214,
subdivision (g).

% Section 254 references affidavits or exemption claims filed with the assessor under the former administration of
the welfare exemption which required the assessor to forward a claim to the Board for processing and a separate
determination of exemption eligibility of the organization and its property use.
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Notification Following Review of Claim Form BOE-277-L1

The procedures for notification of ineligibility for and revocation of a Supplemental Clearance
Certificate for Managing General Partner are similar to the procedures for notification of
ingligibility and revocation of an Organizational Clearance Certificate. However, the process is
also discussed in this section because specific finding sheets and notices are designed for these
pUrposes.

Board staff will issue a finding to notify the claimant of the digibility for exemption of the
organization and the property on form BOE-277-SF, Welfare Exemption, Low-Income Housing
(Managing General Partner), Supplemental Clearance Certificate Finding Sheet. If the claimant
and the property meet the requirements of section 214(g), a "Been Met" finding is indicated on
form BOE-277-SF. The Board aso issues a Supplemental Clearance Certificate for Managing
General Partner (BOE-277-SCC) to indicate that the organization and the property are eligible
for the exemption.® If the organization or property does not qualify for exemption, a "Not Been
Met" finding is indicated on Form BOE-277-SF. In addition, an initial notice of ineligibility is
issued to inform the claimant that it has 30 days from the date of the notice to provide additional
information supporting the claim, or to request a 30-day extension to submit the material (Form
BOE-277-SF-1, Welfare Exemption, Low-Income Housing (Managing General Partner),
Supplemental Clearance Certificate — Preliminary Notice).

If Board staff determines that the organization and/or property remain ineligible after areview of
the additional information submitted, afinal notice of ineligibility isissued to the claimant (Form
BOE-277-SF-2, Welfare Exemption, Low-Income Housing (Managing General Partner),
Supplemental Clearance Certificate — Final Notice), along with staff's finding on form
BOE-277-SF. The final notice advises that the claimant has 60 days from the date of the notice
to petition the Board for an appeal hearing on the claim.

Board Hearings on Denial of Supplemental Clearance Certificate

The elected members of the Board will make a determination on an appeal filed with the Board
to contest the Board staff's finding that the nonprofit organization does not meet the managing
general partner requirement of section 214(g). The nonprofit managing general partner
(claimant) may file an appeal contesting the staff's finding of ineligibility within 60 days of the
mailing date of the final notice of ineligibility (BOE-277-SF-2). The petition for hearing must be
written, state whether an oral hearing is requested, and addressed to the Board Proceedings
Divison. The Board lega staff and claimant may agree in writing to submit the matter to the
Board for a decision without a hearing. Board hearings on welfare exemption appeals are
conducted in accordance with the Board's Rules of Practice.®

If the elected members of the Board deny the claimant's petition, the assessor may not grant the
exemption clam on the low-income housing property. The organization may file an action in

% The property requirements referenced are in section 214(g)(1)(A), 214(g)(1)(B) and 214(g)(2)(A).
% Rules of Practice of the State Board of Equalization currently being amended to reflect the legislative anendments
enacted in Senate Bill 1062. Rules of Practice can be accessed on the Board's Web site at www.boe.ca.gov.
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superior court after exhausting administrative remedies that include paying the property taxes for
the property, and filing a claim for refund with the local county board of supervisors.

PERIODIC FILING FOR ORGANIZATIONAL CLEARANCE CERTIFICATES (BOE-277-P)

Organizations holding an Organizational Clearance Certificate (BOE-277-OC) are required to
submit periodic filings to the Board. The information provided in the periodic filing enables
Board staff to verify that organizations continue to meet the requirements of section 214. Claim
form BOE-277-P (Periodic Filing for Organizational Clearance Certificate, Welfare or
Veterans Organization Exemption) is used for the periodic filing once every three years. The
clam forms are mailed to qualifying organizations on a three-year cycle, based on the name of
the organization (the term, "the" is not considered the beginning of the name in the determination
of the filing cycle).”

The claim form is mailed to applicable organizations in December and is due February 15.%
Failure to file the periodic claim form (BOE-277-P) may result in Board staff revoking the
Organizational Clearance Certificate. Board staff may conduct a more comprehensive audit as
part of the claim review process.

Requirements of Claim Form BOE-277-P

Claim form BOE-277-P is a short form that contains questions on the front page and instructions
on the back. The information provided on the claim form, in addition to the documentation that
must be filed with the claim, provides Board staff with the information necessary to determine if
the organization continues to meet the statutory requirements for an Organizational Clearance
Certificate.

In general, the claim form requests information intended to update the Board's exemption claim
records for the organization subsequent to the last claim filed with the Board. For example, the
claim form requests copies of amendment(s) to the organization's articles of incorporation (or
amendment to organization's other formative documents if not incorporated), information
regarding the income tax exemption status of the organization, and information regarding the
activities of the organization.

The clam must be signed and dated by an officer of the organization or an authorized
representative. The person executing the claim declares under penaty of perjury that the
information provided on the claim is true, correct, and complete. The name, address, telephone
number and email address of a contact person should be provided on the form in case there is any
guestion about the claim.

3" The first mailing cycle started in 2004 with filing group 1, organizations with names that begin with numeric
characters or the letters A through E, that had afiling deadline of February 15, 2004. Filing group 2, organizations
with names beginning with F through O, are required to file claim forms a three year cycle beginning with the
February 15, 2005 filing deadline. Filing group 3, organizations with names that begin with P through Z, are
required to file the periodic claim starting with the February 15, 2006 deadline.

% Non receipt of the BOE-277-P does not dismiss the claimant from filing the form; if a claimant does not receive
the BOE-277-P on the organization's filing cycle the claimant should contact the Board to verify the mailing address
and request a copy of the form.

AH 267 13 May 2004 Draft



N o 0ok WON P

o

10
11
12
13
14
15
16
17
18

19
20

21
22
23
24
25

26
27

28
29
30
31
32
33
34

Attachment B
Part I: Chapter 6

Signature on the Affidavit

The claim must contain an origina signature of an officer of the organization or an authorized
representative. If the affidavit is not signed, the filing is not valid and should be returned to the
clamant. It is the organization's responsibility to provide complete and accurate information
since the organization’s representative authorized to execute the form, certifies under penalty of
perjury that the information provided on the affidavit is true, correct and complete. The board
staff's responsibility isto verify that all the information provided is accurate and complete.

Board Review of Form BOE-277-P

The Board staff reviews the claim and accompanying documents to determine if the organization
continues to be organized and operated exclusively for a qualified purpose(s) and otherwise
meets the requirements of section 214. In its review, the Board staff verifies that the
organization's tax exemption letter with the Internal Revenue Service or Franchise Tax Board
continues to be in effect. The Board also will review any amendments to the articles of
incorporation, or other formative documents, to ensure that the irrevocable dedication and
dissolution clauses meet statutory requirements; and to verify that the organization continues to
be organized and operated exclusively for religious, hospital, scientific, or charitable purposes as
required in section 214. Additionally, the board staff considers, in their review of the claimant's
financial statements, among other matters, whether the organization's services and expenses are
excessive, and whether its operations directly or indirectly materially enhance the private gain of
any individual (s).

If Board staff determines that the organization no longer qualifies for the Organizational
Clearance Certificate after review of the periodic clam form and related documents, the
organization will be notified.* Please reference the section titled Notification Following Review
of Claim Form BOE-277 for additiona information regarding the forms and procedures used to
notify organizations of Board findings of ineligibility.

Additional Filing Requirements for Holders of Supplemental Clearance
Certificates

The nonprofit managing general partner of alimited partnership is required to file, in addition to
form BOE-277-P, form BOE-277-L1, Claim for Supplemental Clearance Certificate for
Managing General Partner. A form BOE-277-L1 is to be filed for each low-income housing
property on which the managing general partner has claimed exemption and has received a
Supplemental Clearance Certificate for Managing General Partner (BOE-277-SCC). This
claim filing provides additional information that will allow Board staff to verify that the property
continues to satisfy the organizational requirements of section 214, subdivision (g).

%9 Board staff will not notify claimants if they continue to meet the requirements for the certificate, notification is
provided only when the claimant no longer meets the organizationa requirements of section 214. Claimants may
verify their Organizational Clearance Certificate status, valid or revoked, by reviewing the list of eligible
organizations, updated quarterly, on the Boards website (www.boe.ca.gov). The list may be accessed by selecting
1) Property Taxes, 2) Welfare and Veterans Organizations Exemptions, and 3) List of Eligible Organizations.
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The claim form requests information to ensure that the nonprofit organization holding a
Supplemental Clearance Certificate for Managing General Partner for the specific property
continues to be a qualified managing general partner. The claim form, BOE-277-L1, ismailed to
applicable organizations with the periodic clam form (BOE-277-P, Welfare and Veterans
Organization Exemption, Organizational Clearance Certificate, Periodic Filing); and a current
listing of al limited partnership properties with supplementa clearance certificates issued to the
nonprofit managing general partner.

Requirements of Claim Form BOE-277-L 1

Claim form BOE-277-L 1 contains questions on both the front and back pages. This claim form
is used for both the initia request of the supplemental certificate for a limited partnership
property and for the periodic filing of the organization. Form BOE-277-L 1 requests information
about the limited partnership property and provides certification that the nonprofit organization
continues to have sufficient management authority and duties as the managing general partner of
the limited partnership.

If the limited partnership agreement has been amended since the last filing of clam form
BOE-277-L1, the organization must submit a copy of Secretary of State form LP-2, Amendment
to Certificate of Limited Partnership. Additionaly, the organization is required to list any
substitutions of the General Partners since the last filing of the claim form.

The clam must be signed and dated by an officer of the non-profit organization (managing
genera partner of the limited partnership) or an authorized representative. The person executing
the claim declares under penalty of perjury that the information provided on the claim is true,
correct, and complete. The name, address, telephone number and email address of a contact
person should be provided on the form in case there is any question about the claim.

Board Review of Claim Form BOE 277-L1

The filing of BOE-277-L1 as a supplemental to the periodic claim form (BOE-277-P) provides
information necessary for the determination concerning whether the limited partnership
continues to be a qualifying organization for purposes of section 214(g); specifically, whether the
managing general partner continues to have sufficient management authority and duties to
qualify the property for exemption. Board staff may also conduct a more comprehensive audit of
the nonprofit entity's management function in the limited partnership's operations as part of the
claim review process.

If Board staff determines that the managing general partner no longer meets the requirements of
section 214(qg), after review of the supplemental claim form, and, therefore, no longer qualifies
for the Supplemental Clearance Certificate for Managing General Partner, the certificate will be
revoked, and the claimant will be notified of the revocation.® See the section titled Notification

0 Board staff will not notify claimants if they continue to meet the requirements for the certificate, notification is
provided only when the claimant no longer meets the organizational requirements of section 214. Claimants may
verify their exempt status, valid or revoked, by reviewing the list of eligible organizations (including quarterly
updates to the listing), on the Boards website at www.boe.ca.gov.
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Following Review of Claim Form BOE-277-L1 for additional information regarding the forms
and procedures used to notify organizations of Board findings of indligibility.

CLAIM FORMSFILED WITH THE ASSESSOR

Claims for the welfare exemption are filed with the county assessor where the property is
located. Two forms are available for filing a welfare exemption claim: BOE-267, Claim for
Welfare Exemption (First Filing), and BOE-267-A, Claim for Welfare Exemption (Annual
Filing). Claimants may file on BOE-267-A only if the property received exemption in the
previous year.

Section 255(a) specifies that an affidavit for exemption shall be filed with the county assessor
between the lien date (January 1, at 12:01 am.) and 5:00 p.m. on February 15. Section 260
provides that if a claimant fails to follow the required procedure, the exemption is deemed
waived for that year. Exceptions are the statutory late-filing provisions of section 270 and
section 271 (for property acquired after lien date).

Section 255(c) provides that any claimant who has been found ineligible for the church
exemption or the religious exemption after timely filing an affidavit (February 15), may then file
an affidavit for a welfare exemption. However, such affidavits for the welfare exemption must
be filed within 15 days from the date of notification by the assessor of the claimant's ingligibility
for the church exemption or the religious exemption in order for the welfare exemption claim to
be considered timely filed.

CLAIM FOR WELFARE EXEMPTION (FIRST FILING) (BOE-267)

A claimant for an initial request for awelfare exemption on a specific property isto file using the
Claim for Welfare Exemption (First Filing), Form BOE-267, with the assessor where the
property is located. Claim form BOE-267 may be obtained from the assessor in the county
where the property is located. The claim form should be completed, with supporting documents
attached, and returned to the assessor. The claim must include a copy of the organization's
Organizational Clearance Certificate, if the claimant is filing for the first time in the county. If
the claimant has aready been granted exemption in the county and is filing for an added location
in the county, the claimant is not required to file a copy of the Organizational Clearance
Certificate, unless requested by the assessor.**

If a property is owned by one qualified organization and used regularly by another qualified
organization (with or without a lease), then both must file a claim in order for the property to
receive exemption, and the lessee/sub-lessee must also meet al the requirements for
exemption.

“! Organizational Clearance Certificate isissued by the Board and is discussed on page 6 of this chapter.
“2 An exception may be the nonprofit incidental user who uses the exempt property no more than once per week and
has met the requirements of section 214(a)(3)(D).
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Requirements of Claim Form BOE-267

Form BOE-267 requires the claimant to report the property description, primary and incidental
uses of the property by the organization and details about the owner and user(s) of the property.
The claimant should complete all parts of the claim form in sufficient detail to allow the assessor
to make an informed review of the organization's use of the property. A separate claim form
must be submitted for each property location and each fiscal year that the claimant is seeking
exemption.

Front Page of BOE-267 Claim Form

The front page of BOE-267 requires the claimant to report basic organizational information. The
exact legal name of the organization must be stated. If the organization is incorporated, then the
corporate name of the claimant should be the same as the name appearing in the articles of
incorporation or any subsequent amendments. The claimant also must provide the corporate
identification number issued to the claimant by the Secretary of State. This is an identification
number unique to each claimant. If a claimant does not have a corporate identification number,
then "none" should be indicated in the space provided. If the claimant is an unincorporated
association, the name of the clamant should be the same as the name appearing in the
organization's originating document. Additionally, the claimant is to provide the Organizational
Clearance Certificate number issued by the Board of Equalization, or if the clamant does not
have a certificate, the claimant must indicate if a claim has been filed with the Board.

The clam must be signed and dated by an officer of the organization, or an authorized
representative. The person executing the claim declares under penaty of perjury that the
information provided on the claim is true, correct, and complete. An unsigned claim is not a
proper filing and will be rejected. The name, address, telephone number and email address of a
contact person should be provided on the form in case there is a question about the claim.

Property Information

The form requests basic real property information, including the address, legal description, and
size of the parcel. Pages 2 and 3 of the claim form also require information concerning the
primary and incidental uses by the organization, and details about the owner's use of the
property, and if applicable, about other user(s) of the property. If the organization is claiming
exemption for property at more than one location, a separate claim form must be submitted for
each location. The information on each claim form must pertain only to the real and/or personal
property at that location. All questions must be answered and al parts of the claim form must be
completed. If any part does not apply, it should be designated "not applicable.”

A copy of the income statement (revenue and expenses) relating exclusively to the subject
property described in the claim must be filed with the claim. The income should include only
those receipts that result from the operation of the subject property and should not include
receipts from invested funds, gifts, or other items that do not result directly from the operation of
the property. Similarly, the expenditures should be only those incurred as a result of operating
the property. Any expenses of the organization not directly attributable to the operation of the
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property should not be included in these expenditures. 1f compensation of personnel or other
administrative expenses are allocated to the property, such allocation should be indicated.

If there are other organizations that have an interest in the property, either as an owner or as an
operator, their names and addresses must be reported. If any portion of the property is leased or

rented to another person or organization, then a copy of the lease or rental agreement must be
attached to the claim.

Taxable equipment and other property that is leased, rented, or consigned to the claimant also
must be reported. This property is taxable since the claimant does not own it. The assessor
must, therefore, know the names and addresses of the lessor of the property in order to ensure
proper assessment of the leased property.

Filing for Multiple Yearsand Properties

The claimant must submit a separate claim for each property location, for each fiscal year for
which the exemption is claimed. An exception is provided when the property consists of
contiguous parcels of land with the same use and ownership, such as a nature conservatory or
land trust.

Signature on the Affidavit

The claim must contain an original signature of an officer of the organization or an authorized
representative. If the affidavit is not signed, the filing is not valid and should be returned to the
clamant. It is the organization's responsibility to provide complete and accurate information
since the organization’s representative authorized to execute the form, certifies under penalty of
perjury that the information provided on the affidavit is true, correct and complete. The
assessor's responsibility isto verify that all the information provided is accurate and complete.

Assessor Review of Claim Form BOE-267

The assessor reviews claim form BOE-267 to determine whether the use of the property qualifies
for exemption (i.e., is the property used exclusively for religious, hospital, scientific or charitable
purposes and activities on the lien date or upon acquisition). The assessor should review the
form for information concerning other activities and uses occurring on the property, eg.,
commercia leases. The assessor's review should identify any property or portion of the property
that is leased or rented, vacant or unused, or in excess of that reasonably necessary to conduct the
organization's exempt activities.

The information provided on the Form BOE-267, and supplemental affidavits, if applicable, that
may be filed with the claim provides the information necessary for assessor's staff to determine if
the use of the property is consistent with the exempt purpose of the organization identified on the
Organizational Clearance Certificate. The assessor should request that a copy of the
Organizational Clearance Certificate be filed with Form BOE-267 for verification purposes,
since the claimant isfiling for the first time in the county.
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The claimant is required to provide a copy of the income statement (revenue and expenses)
relating exclusively to the subject property described on the claim upon the assessor's written
request.® Review of the financial statements of the property will be of assistance in the
assessor's determination of whether any private shareholder or individual is benefiting from the
operation of the property.

The assessor's determination of whether an organization's property use satisfies the requirements
of section 214 will be made without review by the Board staff; but, the assessor may not grant a
claim unless the organization holds a valid Organizational Clearance Certificate issued by the
Board.® The assessor may deny an exemption claim, based on non-quaifying use of the
propert%/, notwithstanding the claimant's Organizational Clearance Certificate granted by the
Board.

As part of the review, the assessor will verify that the organization has a valid Organizational
Clearance Certificate. Additionally, review of information on the clam form will aid in the
determination of whether a supplemental claim form is required. Please see the discussion on
Additional Filing Requirements for Certain Uses, which is provided later in this chapter.

The assessor reviews the claim and attached documents to verify that they are complete and
properly signed, and that the stated property use(s) is eligible for exemption. Thereafter, the
assessor conducts a field inspection of the property to verify that the claimant uses the property
exclusively for exempt purposes and activities.

Assessor's Field Inspection of Property

The assessor isto conduct a field inspection of the property on which an exemption is claimed
for the first time. The staff of the assessor's office generally conducts the field inspection. The
onsite inspection of the property serves to verify the information provided on the claim form.
Since the assessor now makes the sole determination whether the property use qualifies for
exemption, a field inspection of the property is essentia to ensure that the property use meets
exemption requirements. If there will be a lengthy delay before a physical inspection of the
property can be conducted, the assessor's staff should indicate "pending inspection” in the space
for the date of the last inspection of the property. This serves as areminder at alater date for the
assessor to inspect the property when it is convenient.

Requirements of Assessor's Field I nspection Report

The assessor's staff should complete the Assessor's Field Inspection Report, Form BOE-267
($4), to accurately document the claimant's property use observed during the field inspection.

“3 Section 254.5(a).
“4 Section 254.5(a).
> Section 254(c)(1).
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Basic Property Information

The assessor's staff conducting the field inspection of the property is to verify basic property
information, including identification of the claimant, property address, type of assessment, and
the name of any other organization using the property.

Section A: Claimant

In completing Section A of the Field Inspection Report, the assessor seeks to clearly identify the
primary purpose of the organization indicated on the form. The purpose of the organization also
isidentified on the Organizational Clearance Certificate.

Section B: Usesof the Property

When conducting the field inspection, it is important that the assessor verify that the activities
conducted by the organization at the identified property location are consistent with the stated
purpose of the organization on Form BOE-267.

In reviewing and completing section B, the county assessor should consider the following items:

~ Primary Activity. The assessor should indicate the primary use of the property by
checking the appropriate box.

Other Activities. The assessor should list and carefully explain other activities and uses
occurring on the property, e.g., commercial |eases.

All or Partial Uses. In addition to indicating the primary and other activities of the
organization conducted on the property, the assessor should identify any property or
portion of the property that is leased or rented, vacant or unused, or in excess of that
reasonably necessary to conduct the organization's exempt activities, or used to house
personnel whose presence is not institutionally necessary.

Section C: Operation Benefiting Other Persons

This section of the field inspection report documents the opinion of the assessors staff as to
whether operation of the property provides a benefit to any person.® The assessor is required to
answer each of the questions as with either a"yes' or "no." If further explanation is needed, the
assessor may use the appropriate space or attach an additional page. If the assessor has a concern
that the property appears to be used to provide a private benefit for a person, the assessor may
ask the claimant to provide additional information to verify if the property is used for any
person's private benefit.

Section D: Owner ship of the Property

This section of the field inspection report identifies the ownership of the property as of the lien
date, and documents whether the property is recorded in the exact name of the claimant. The

“% Section 214(a)(4) provides that the property is not to be used or operated by the owner or by any other person so
as to benefit any person (i.e. officer, trustee, director, shareholder, member, employee, contributor) through the
distribution of profits, payment of excessive charges or compensations, or the more advantageous pursuit of their
business or profession.

AH 267 20 May 2004 Draft



N

© 00 N O 01~ W

10
11
12
13
14
15
16
17
18

19

20
21
22
23
24

25

26
27
28
29

30
31

32

33
34
35
36

Attachment B
Part I: Chapter 6

assessor should provide the name of the owner of record if the property is not recorded in the
organization's exact name.

Section E: Supplemental Assessment

This section requires review and completion if there was a change of ownership, remodeling or
new construction affecting the claimant's property. If the claimant's property is receiving a full
exemption, then that exemption is extended for remodeling or new construction to such property
per section 271, and no filing for exemption is required. If a subsequent reinspection of the
property discloses nonexempt use of portions of the property, whether new construction or pre-
existing improvements, escape assessments must be enrolled at that time.*’

If a property has been granted only a partial exemption, section E must be completed in order to
determine whether the new construction pertains to the exempt or the nonexempt portions of the
property. Attention to detail should be exercised in carefully and completely answering these
guestions, including, but not limited to accuracy in regard to the dates entered. In the case of
new construction, page 2 of claim form BOE-267 should explain in detail what property was
demolished and what was added. The use of the property should also be explained in sufficient
detail so that assessor staff is able to determine whether the use of all or a portion of the property
meets the requirements. If the claimant has filed a claim for exemption from the supplemental
assessment after the filing date, then alate penalty should be calculated and applied.

Section F: Prior Filings

This section requires information in regard to whether a welfare exemption claim was filed on
this property in a prior year or on a different property location. A field inspection report should
be completed for each property for which an exemption claim is filed, on any new property or
any property claimed as exempt by a particular claimant for the first time. This section should
designate this fact, even though the claimant has filed on other propertiesin previous years.

Section G: Recommendation

The entry indicating recommendation of approval, or partial or total denial of the exemption
should be in sufficient detail that it will be supported by sections A, B, C, D, E, and F of the
assessor's report. In the case of a recommendation for partial denia or a late filing penalty, the
facts should be clearly stated. The assessor should attach additional information or

documentation, as necessary, to support the reason for denial. Finaly, it is important that the
report be signed and dated by the assessor or his designee.

Notification Following Review of Claim Form BOE-267

If the assessor finds the claimant's property ineligible for the welfare or veterans organization
exemption, subsequent to a review of the claim form/related documents and the field inspection
of the property, the assessor must notify the claimant in writing. The assessor must also provide
notification that the claimant may seek arefund of property taxes paid on its property by filing a

47 Section 254.5(€).
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claim for refund with the county board of supervisors, and thereafter may file a refund action in
superior court if the refund claim is denied. (See Attachment D for recommended Board form
BOE-267-F to be used for this purpose.)

CLAIM FOR WELFARE EXEMPTION (ANNUAL FILING) (BOE-267-A)

Claimants seeking exemption for property that has received a finding of full or partia exemption
approval in the prior year are to file a claim with the assessor using claim form BOE-267-A,
Claim for Welfare Exemption (Annual Filing). A claimant should retain a copy of each claim
filed and approved for its records as proof that it is eligible to file the annual claim form BOE-
267-A.

Requirements of Claim Form BOE-267-A

Claimants must submit a separate clam form for each property location, except when the
property consists of contiguous parcels of land with the same use and ownership, such as a
nature conservancy or land trust.

Claimants must answer all of the questions on the one-page claim form with a yes or no answer,
and in some cases, a yes answer requires that the claimant provide additional information, a
supplemental affidavit, or additional documents, as directed by the form.

Supplemental affidavits are to be filed with the annual claim for certain property uses such as
low income rental housing, low and moderate income housing for the elderly or handicapped,
and thrift shops with formal rehabilitation programs. Other supporting documents may be
required with the claim, such as a copy of the financial statements for the property location if the
income and expenses have increased more than 25 percent since the prior year.. A copy of
Internal Revenue Service Form 990T, Exempt Organization Business Income Tax Return, must
be attached to the claim if any portion of the property generates unrelated business taxable

income UBTI).” In addition, if other persons or organizations are regularly using the property, a
listing of the other users must be provided to the assessor with the claim.

Signature on the Affidavit

The claim must contain an original signature of an officer of the organization or an authorized
representative. If the affidavit is not signed, the filing is not valid and should be returned to the
clamant. It is the organization's responsibility to provide complete and accurate information
since the organization’s representative authorized to execute the form, certifies under penalty of
perjury that the information provided on the affidavit is true, correct and complete. The
assessor's responsibility isto verify that all the information provided is accurate and compl ete.

New or Different L ocation

A claimant filing an annual claim (BOE-267-A) must inform the assessor if the organization has
moved to a new location or has acquired new property, which may qualify for the exemption.
When an organization has moved since the prior year's filing, and no longer seeks exemption for

“8 See discussion of unrelated business taxable income in Chapter 4, pp. 50 and 56-59.
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that property, it must till file the annual clam form (BOE-267-A) to report this information to
the assessor. But, if a claimant is seeking exemption on property at a new location, the claimant
is not to use Form BOE-267-A (Annua filing). The organization must complete clam Form
BOE-267, (First Filing) for each new location. Claim forms may be obtained from the assessor's
office in the county where the new property is located.

Assessor Review of Claim Form BOE-267-A

The assessor verifies that each question on Form BOE-267-A (Annual Filing) is answered and
that any required supplemental affidavits or information is included with the claim.

The assessor reviews claim form BOE-267-A to determine whether the use of the property
continues to qualify for exemption as property used exclusively for one or more of the exempt
purposes and activities® The information provided on the claim form, the supplemental
affidavits, or additional documents that may be filed with the claim, provides the assessor's staff
with the information necessary to determine if the property use continues to meet the legd
requirements for exemption, and is consistent with the purpose of the organization identified on
the Organizational Clearance Certificate. The Assessor's review of BOE-267-A may include a
review of a copy of the claimant's Organizational Clearance Certificate. The claimant is not
required to file a copy of the Organizational Clearance Certificate with the annua claim form,
however, the claimant should submit a copy upon request of the assessor. The assessor staff
may also verify the éigibility of an organization by viewing the list of valid organizations on the
Board's Web site, which is updated on a quarterly basis.

The assessor's determination of whether an organization's property use satisfies the requirements
of section 214 will be made without review by the Board staff; but, the assessor may not grant a
claim unless the organization holds a valid Organizational Clearance Certificate issued by the
Board.® The assessor may deny an exemption claim, based on non-qualifying use of the
property, notwithstanding the claimant's Organizational Clearance Certificate granted by the
Board.

As part of the annual claim review, the assessor may conduct a field inspection of the property to
verify that the property continues to meet the qualifications for exemption. The inspection
should be timed to coincide as closely as possible with the lien date. However, some properties
such as summer camps located in mountainous country and inaccessible during winter can be

viewed during the prior summer rather than on the January 1 lien date when the camp may be
closed because of winter weather conditions.

Notification Following Review of Claim Form BOE-267-A

In any year that the assessor determines that a property use is not qualified for exemption and
denies the claim for the entire property, the assessor is required to notify the claimant in
writing.®> The Board has designed a finding sheet suggested for use by Assessors. (See

49 Sections 214(a); 214(a)(3). See discussion in Chapter 3.
*0 Section 254(a).
*1 Section 254(c)(2).
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recommended Board form BOE-267-F in Attachment D.) The assessor also must provide
notification that the claimant may seek a refund of property taxes paid on its property by filing a
claim for refund with the county board of supervisors, and thereafter may file a refund action in
superior court if the refund claim is denied.

ADDITIONAL FILING REQUIREMENTS FOR CERTAIN USES

The general purpose of supplemental affidavits is to document more specifically the qualifying
use of the property. If asupplemental affidavit isto be filed with the initial claim for exemption
for a property (Form BOE-267); thereafter, the filing of the affidavit will be required annually
with the annual claim form (BOE-267-A), unless the property use changes. Both claim forms
provide information concerning when the filing of supplemental affidavits is required.
Supplementa affidavits are to be submitted for the following property uses and attached to the
first time filing claim form, BOE-267, or the annual claim form, BOE 267-A.

1. Thrift store in conjunction with rehabilitation/associated housing.

Form BOE-267-R, Welfare Exemption Supplemental Affidavit, Rehabilitation-Living
Quarters. The "Rehabilitation” section of this form requests detailed information about the
claimant's rehabilitation program and activities, number of persons in the program, length of
their employment, hours worked and salaries. If persons in a rehabilitation program reside
on the property, the "Housing-Living Quarters" section of the form is to be completed, with
the number of persons residing on the property, length of stay, employment, fees paid for
room and board, number of staff residing on the premises and details concerning
compensation.

2. Housing for low-income households owned and operated by a qualifying nonprofit
corporation or a limited partnership with a nonprofit corporation as managing general
partner.

Form BOE-267-L, Welfare Exemption Supplemental Affidavit, Housing-Lower-Income
Households. The dligibility is based on family household income; the claim requires the
clamant to certify that: (1) the property usage is restricted to low income housing by a
regulatory agreement, recorded deed restriction or "other legal document” if property owned
by nonprofit corporation; (2) the funds that would have been necessary to pay property taxes
are used to maintain the affordability of, or reduce rents otherwise necessary for, the units
occupied by lower-income households; and (3) the property receives either federal low
income housing tax credits or government financing as specified; or 90% or more of tenants
are qualified lower income tenants within the prescribed rent levels if the property is owned
by an eligible nonprofit corporation. The form also requests specific documentation of
qualifying lower income tenants, number of persons in the household, their household
incomes, identification of dwelling units used for qualifying tenants, and total number of
qualifying households.

3. Housing for low or moderate income elderly or handicapped persons
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Form BOE-267-H, Welfare Exemption Supplemental Affidavit, Housing-Elderly or
Handicapped Families. The digibility is based on family household income; the clam
requests specific documentation of qualifying elderly and/or handicapped tenants, number of
persons in the household, their household incomes, identification of dwelling units used for
qualifying tenants, and total number of qualifying households.

4. Housing for low-income households owned by a limited partnership with a nonprofit
corporation as managing genera partner.

Form BOE-267-L1, Welfare Exemption Supplemental Affidavit, Housing-Lower-Income
Households (Limited Partnership). The claim documents whether a supplemental clearance
certificate has been issued to the nonprofit managing genera partner claimant for the
property, and requires the claimant to certify that the limited partnership agreement provides
the claimant with sufficient management authority and duties in the partnership operations to
qualify the property for exemption under section 214(g).

As noted above, if low-income housing property is owned by a limited partnership, then the
nonprofit managing general partner must file two supplemental affidavits, forms BOE—267-L
and BOE-267-L1. If additional space is needed to provide information requested, the claimant
may provide that information on attached sheets.

Signature on the Affidavit

The claim must contain an origina signature of an officer of the organization or an authorized
representative. If the affidavit is not signed, the filing is not valid and should be returned to the
clamant. It is the organization's responsibility to provide complete and accurate information
since the organization’s representative authorized to execute the form, certifies under penalty of
perjury that the information provided on the affidavit is true, correct and complete. The
assessor's responsibility isto verify that all the information provided is accurate and complete.

FILING DEADLINES FOR EXEMPTION CLAIMS AND LATE FILING PROVISIONS

Section 255(a) provides that a claim for exemption must be filed with the county assessor where
the property is located between the lien date (January 1) and 5 p.m. on February 15. If February
15 falls on a Saturday, Sunday, or legal holiday, the claims are due at 5 p.m. on the next business
day. Section 260 providesthat if a claimant failsto follow the required procedure, the exemption
is deemed waived for that year. Exceptions are the statutory late-filing provisions of section 270
(for most late-filed claims) and section 271 (for property acquired after lien date).

Section 270(a) contains remedia provisions of late-filed welfare exemption claims. Where a
timely clam is not filed on or before February 15:

1. 90 percent of any tax, penalty, or interest shall be canceled or refunded if the claim is
filed on or before January | of the next calendar year.

2. 85 percent of any tax, penalty, or interest shall be canceled or refunded if the claim is
filed after January | of the next calendar year.

AH 267 25 May 2004 Draft
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Therefore, if a claim is filed with the assessor between February 16 of the current year and
January 1 of the following year, 90% of any tax, penaty, or interest shall be canceled or
refunded. If aclaimisfiled with the assessor after January 1 of the next assessment year, 85% of
any tax, penalty, or interest shall be canceled or refunded.

If aclaim is not filed timely, the combined tax, penalty, and/or interest may not exceed $250.
Section 270(b) provides that notwithstanding (I) and (2) above, the maximum total amount of
tax, penalty, or interest on property entitled to relief shal be $250. The $250 should not be
based on each parcel in a claim, or on each claim if there is more than one claim, but on the
clamant's total property that is exempt in the county. Any excess shall be canceled under the
provisions of section 4985 or refunded under the provisions of section 5097.

There is no statute of limitations for filing a claim late where it involves a cancellation of taxes.
This factual situation involves a claimant that has not paid property taxes owing on its property
for multiple prior years and subsequently files exemption claims for those years. But, a claim for
refund of property taxes must be filed within four years after making the payment sought to be
refunded. The filing of the late claim must be made in sufficient time for review, and approval
of the claim and for the filing for the refund.

When the claimant files an exemption claim after the filing deadline, the claim is considered
"late filed." Therefore, it is important that the assessor stamp claims with the date they are
received so that the "late filing" provisions of the Revenue and Taxation Code may be correctly
applied. Postmarks may be retained by the assessor to substantiate timely or late filings. Clams
should be date stamped when received by the assessor's staff. Upon request, the assessor's staff
should provide a receipt to the claimant showing the date a claim was filed in the assessor's
office.

A timely claim for the church or religious exemption that the assessor denies, will not cause a
subsequent claim for the welfare exemption to be considered a late filing under certain
conditions. Section 255(c) provides that any claimant who has been found ineligible for the
church exemption or the religious exemption after timely filing an affidavit (February 15), may
then file an affidavit for a welfare exemption. However, such affidavits for the welfare
exemption must be filed within 15 days from the date of notification by the assessor of the
clamant's ineligibility for the church exemption and/or the religious exemption.

Property Acquired After Lien Date

Assembly Bill 1744 (Stats. 2003, Ch. 316, effective January 1, 2004) amended section 271
relating to the late filing provisions of the welfare and veterans organization exemptions, to
change the exemption claim filing deadline for a property owner eligible to file an exemption
clam on newly acquired property. The statutory amendments to section 271 provide two
separate filing deadlines, one for the regular roll and one for the supplemental roll.

%2 Sections 5096 and 5096.5.

AH 267 26 May 2004 Draft



N o 0ok WON P

(0]

10
11

12
13

14

15
16
17

18

19
20
21
22

23
24

25
26

27
28
29

Attachment B
Part I: Chapter 6

Regular Roll

Section 271 allows for the cancellation or refund of taxes on property on the regular roll that is
newly acquired after the lien date (January 1), but prior to the beginning of the fisca year
(July 1).® The provisions of section 271 provide for either afull or partial exemption, depending
on when the exemption claim was filed. The property taxes are cancelled or refunded under
section 271, in the proportion that the number of days the property was qualified for exemption
during the fiscal year bears to 365 days.>

This provision alows for a similar cancellation or refund of taxes for organizations that are not
in existence until after the lien date and subsequently acquire property before the beginning of
the next fiscal year.® Section 271(a) provides that an exemption claim filed on property
acquired after the lien date is considered filed timely, if filed

1. within 90 days from the first day of the month following the month in which the property
was acquired, or

2. by February 15 of the following calendar year, whichever occurs earlier.

If an organization does not file within the prescribed time periods, but it files an exemption claim

later, 85 percent of any tax, penalty and/or interest is cancelled or refunded.® Also, the
combined tax, penalty, and/or interest imposed on the eligible property may not exceed $250.”

Supplemental Rall

Section 75.21 of the Revenue and Taxation Code allows for the cancellation or refund of taxes
on the supplemental roll. Assembly Bill 1744 (Stats. 2003, Ch. 316) also made a conforming
amendment to section 75.21, to provide that a separate exemption claim for the supplemental roll
is not required for newly acquired property under either of the following conditions:

1. the organization is already receiving an exemption on other property in the county (i.e.,
supplemental assessment on additional property in the county), or

2. the supplemental assessment results from completion of new construction on property that
has previously been granted exemption.

If the filing of aclaim is required, it must be filed on or before the 30™ day following the date of
the notice of the supplemental assessment in order to receive 100% of the exemption.® Section
75.21 provides the following late filing provisions:

%3 Section 271(a)(1).
> Section 271(a)(3).
% Section 271(a)(2).
%% Section 271(b).

>’ Section 271(c).

%8 Section 75.21(f)(1).
%9 Section 75.21(e).

%0 Section 72.21(c).
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1. if the claim form is filed on or before the date on which the first installment of the taxes on
the supplemental tax bill becomes delinquent, 90% of any tax, penalty or interest may be
cancelled:® otherwise

2. if the claim form isfiled thereafter, 85% of any tax, penalty or interest may be canceled.®

If claim not filed timely, as provided in the above provisions, the combined tax, penalty, and/or
interest may not exceed $250.

EXEMPTION CLAIM OPEN TO PUBLIC INSPECTION

The assessor and the Board are subject to the provisions of the Public Records Act.® Public
records are broadly defined to include any writing containing information relating to the conduct
of the public's business prepared, owned, used or retained by any state or local agency regardless
of physical form or characteristics® Under the Public Records Act, members of the public have
the right to inspect any public record unless it is expressly exempt from disclosure or "on the
facts of the particular case, the public interest served by not making the record public clearly
outweighs the public interest served by disclosure of the record."® Certain taxpayer records are
confidential because of statutory provisions that prohibit disclosure, but there is no statutory
provision pertaining to the welfare exemption that expressly exempts from disclosure, an
exemption clam and documents filed in support of the claim.® Thus, the claim for an
organizational clearance certificate or a supplemental clearance certificate and supporting
documents submitted to the Board, as well as the Board staff's determination of an organization's
eligibility for exemption, are public records open to public inspection.®” Documents submitted in
support of a claim may include organizational documents, federal or state tax exemption letters,
financia statements, and Internal Revenue Service Form 990, Return of Organization Exempt
from Income Tax.

Section 408.2(a) specifically applies to the records of the assessor. Section 408.2(a) provides, in
relevant part, that any information and records in the assessor's office that are required by law to
be kept or prepared by the assessor, are public records and shall be open to public inspection.®
A court of appeals has construed section 408.2 to require public disclosure of an exemption
clam and a document stating the assessor's determination of a property's eligibility for

%1 Section 75.21(c)(1)(A).

®2 Section 75.21(c)(1)(B).

%3 Section 6250 et seq. of the Government Code.

%4 Government Code section 6252(e).

®® Government Code section 6255.

% Government Code section 15619, the Board's general confidential information statute, also does not provide that
welfare exemption claims or information provided in support of such claimsis confidential .

67 Section 6250 et seq. of the Government Code.

% Gallagher v. Boller, (1964) 231 Ca.App.2d 482 held that the exemption claim and assessor's determination of
digibility for exemption were open to public inspection under section 408.2.

AH 267 28 May 2004 Draft



N

© 0O N O 01 AW

10

11
12
13
14
15

16
17
18

19

20
21

22

23

Attachment B
Part I: Chapter 6

exemption. The court held that these documents are "information and records in the assessor's
office that are required by law to be kept by the assessor."® The court reasoned that:

"...[a] statutory requirement of confidentiality asto arequired property statement and
a lack of such statutory requirement as to voluntary application for welfare tax
exemption, indicate a legisative intent that information furnished by a welfare
organization in seeking the special privilege or benefit of tax exemption should not be
held confidential. Such circumstances also indicate a public policy that a welfare
organization, which contemplates applying for such specia privilege, must elect
whether it will forego the matter of keeping its property affairs confidential in order
to be classified as a nontaxpaying owner of property." ™

Documents open to public inspection that are required to be kept by an assessor would include
exemption claims, supplemental affidavits, financial statements, and other information submitted
in support of an exemption claim. Records "prepared by the assessor” that are open to public
inspection would include the assessor's determination of exemption eligibility of a property and
the assessor's field inspection report.

All exemption clam forms and supporting documents, as well as Board and assessor
determinations of exemption eligibility are a public record open to public inspection, * whether
the records are located at the Board or at the assessor's office.

The assessor may reguest access to the Board's exemption records and the Board may request

access to the assessor's exemption records without filing a written Public Records Act request
since the assessor and the Board co-administer the welfare exemption.

% Gallagher v. Boller, supraat page 493.
" Gallagher v. Boller, supra at page 492.
" Thisinformation also is clearly stated on the claim form.
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CHAPTER 5: HOUSING

HOUSING FOR LOWER-INCOME HOUSEHOL DS

Subdivision (g) of section 214 extends the welfare exemption to property owned and operated by
qualifying organizations and used exclusively for rental housing which is occupied by lower-
income households.® Qualifying organizations include limited partnerships in which the
managing general partner is a qualified nonprofit corporation meeting the requirements of
section 214, as well as religious, hospital, scientific, or charitable funds, foundations or
corporations. Section 214(g) provides a partia exemption equal to that percentage of the value
of the property that the portion of the property serving lower-income households represents of
the total property.

CRITERIA FOR THE PROPERTY TO QUALIFY FOR EXEMPTION

Low-income housing properties owned by eligible nonprofit corporations or limited partnerships
in which the managing general partner is an eligible nonprofit corporation may qualify for
exemption pursuant to one of the following criteria:®

1. The acquisition, rehabilitation, development, or operation of the property, or any
combination of these factors, is financed with tax-exempt mortgage revenue bonds or general
obligation bonds, or is financed by local, state, or federal loans or grants and the rents of the
occupants who are lower-income households do not exceed those prescribed by deed
restrictions or regulatory agreements pursuant to the terms of the financing or financial
assistance;* or

2. The owner of the property is eligible for and receives low-income housing tax credits
pursuant to section 42 of the Interna Revenue Code of 1986, as added by Public Law
99-514.°

3. Low income housing properties owned by eligible nonprofit corporations may aso qualify

for exemption under an additional criteria added-by-the 2000-amendments if 90 percent or

more of the occupants of the property are low-income households within the prescribed rent
levels of section 50053 of the Health and Safety Code.°

! Section 237, effective January 1, 2000, provides exemption for certain low-income housing properties of federally
recognized Indian tribes. This section is not within the welfare exemption, thus, it is administered solely by the
gounty assessor.
-Chapter 601-Statutesof 2000(AB-659).
® Section 214(g)(1).
* Section 214(g)(1)(A).
> Section 214(g)(1)(B).
® Section 214(g)(1)(C). This additional criteriawas added by the 2000 amendment.
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The claimant is required to certify that at least one of the above criteria is applicable.
Certification reguirements are met by the claimant by completing and signing Form BOE-267-L,
Welfare Exemption Supplemental Affidavit-Lower-Income Households. The certifications are
under penalty of perjury on the supplemental affidavit, which must be completed and submitted
with the welfare exemption claim (Form BOE-267 or Form BOE-267-A). (See Chapter 6,
Welfare Exemption Claim Process, for filing requirements.)

Exemption Limitation if Organization Qualifies under Section 214(g)(1)(C)

The total exemption amount may not exceed $20,000 of tax for any fiscal year alowed for a
single property or multiple properties owned by nonprofit corporations that are not financed by
government loans, as specified in section 214 (g)(1)(A), or do not receive low income housing
tax credits as provided in section 214 (g)(1)(B). (This limitation does not apply to properties
owned by a limited partnership in which the managing genera partner is a nonprofit
corporation.)

Additional reporting is required. Claimants with properties qualifying for exemption under
section 214(g)(1)(C) must list al the counties in which such properties are located. The $20,000
may be applied to one property or may be allocated among several properties.

Assessor's Reporting Requirements if Organization Qualifies under Section 214(q)(1)(c)

Fhe-Assessors effices-are to annually must provide to the Board a listing of all properties to
which all or a portion of the $20,000 of tax exemption eap has been applied, and the tax dollar
amount applied to each property. The Board requests this information, by fiscal year, from
county assessors in issued a County Assessors Only letter (CAO-2001013);. The CAO which
includesd a form for assessors to list the properties to which the $20,000 of tax exemption
limitation applies. The form requires the name of the nonprofit corporation owning the property,
the corporate identification number of the nonprofit corporation, the assessors parcel number(s)
for the property, the property's address and the amount of the $20,000 exemptlon applled to the
property. ! » es
appl-ted—te—eaeh—prepetﬁty— The Board with utlllzes th|s mformatlon prowded by assessors to
conduct a statewide match by eerperation-entity name and identification number to verify and
ensure that the $20 000 tax exemption eap l[imitation has not been exceeded stateW|de and

The Board sub%quentlv notifies assessors of the results of the matchl Ng pProcess so that assessors

may take further action, if needed (i.e., iSsue escape assessments).

Restrictions on the Use of the Property

Owners of low income housing properties that are limited partnerships in which the managing
general partner is a qualified nonprofit corporation must certify and ensure that there is either (1)

AH 267 2 May 2004 Draft
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an enforceable and verifiable agreement with a public agency (requlatorv agreement); or (2) a
recorded deed restriction that restricts the project's usage, as specified.” {Section-2LHgHDHAKY)

Fhe-2000-amendments-te-sSection 214(g)(2)(A)(i) alows nonprofit organizations that own and
operate low income housing properties to also qualify through the use of an "other legal
document” to restrict the property for rental to lower income households.

The claimant is required to certify that either a regulatory agreement, recorded deed restriction or
"other legal document” restricts the property's usage to lower income housing. Certification
requirements are met by the claimant completing and signing Form BOE-267-L, Welfare
Exemption Supplemental Affidavit—Lower-Income Households. The certifications are under
penalty of perjury on the supplemental affidavit, which must be completed and submitted with
the welfare exemption claim (Form BOE-267 or Form BOE-267-A). (See Chapter 6, Welfare
Exemption Claim Process, for filing requirements.)

document-should be filed with the assessor of the county where the property is located Wlth the
anhual—claim—(BOE-267-A)—orfirstfiling initia clam filing for the property (BOE-267),

supplemental affidavit(s), and any other relevant documents.

Enfor ceable and Verifiable Agreement with a Public Agency

The term agreement references a regulatory agreement with a government agency that has
financed the acquisition, rehabilitation, development or operation of a low-income housing
project. Such agreements generally contain the restriction that the property must be used for
rental housing for gqualified low-income tenants within the specified household income limits,
and rented within prescribed rent limits for an extended period of time. The regulatory
agreements and are recorded with the county recorder in which the property is located.
Properties with government financing have regulatory agreements with the lender that restrict the
property use for low-income housing for the duration of the mortgage, which may range from 20
to 50 years.

Properties that have received federal low income housing tax credits are subject to a regulatory
agreement that sets forth the restricted use of the properties for lower income housing for a
minimum period of 15 years. Claimants for Owners-ef properties awarded federal and/or state
low income housing tax credits that are claiming exemption for the first time may submit a
Preliminary Reservation Letter issued by the California Tax Credit Allocation Committee to
satisfy the requirement of providing aregulatory agreement, which s may not be available until
later. The regulatory agreement generally is not recorded as a deed restriction until three to six
months after completion of construction of the lower income housing property.

" Section 214(g)(2)(A)(ii).
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Recorded Deed Restriction Requirement

A recorded deed restriction meeting the requirements of section 214(g)(2)(A)(i), must state that
the property's usage is restricted to lower-income housing, as specified by applicable statutory
provisions. Not al owners of low-income housing properties will be able to meet the
requirement of a recorded deed restriction contemplated by the legislative revision to section
214(9)(2)(A). A deed restriction is a limitation on the use of property, typicaly generaly
imposed by a grantor in the deed used to convey the property to the new owner [grantee]. Thus,
under California law, a deed restriction requires two persons, a grantor and a grantee, or two
property owners, in order for arestriction on the use of property to be enforceable. Accordingly,
an owner of a low-income housing project such—as—a—honprofit—charitable—and/or—religious
eorperation; would not be able to meet the "recorded deed restriction” requirement by recording
anew deed in which it unilaterally imposed the restriction on its property required under section

214(9)(2)(A).

Other Legal Document

Nonprofit organizations that own and operate low income housing properties may also use an
"other legal document" to restrict the property for rental to lower income households.

A document submitted as an "other legal document” must be adopted as a resolution or
statement of policy by the organization's board of directors, or executed by the organization's
chief executive officer, provided that the board of directors has delegated this authority in
writing to the chief executive officer.

The document should restrict the property, such that a minimum of 90% of the occupants
(units) of the property are low income households, utilizing the language in section
214(9)(2)(A)(i). (See Appendices G E and H F, for examples of "other legal document™ and
a"Statement by Chief Executive Officer" that would satisfy these requirements.)

Thus, nonprofit corporations that own and operate low income housing properties may meet the
requirement that the property be restricted to use for low income housing by through the use of
one of the following documents:

- A copy of aregulatory agreement with a public agency,
- A copy of arecorded deed restriction, or

- A copy of an "other legal document.”

AH 267 4 May 2004 Draft
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Expiration of Requlatory Agreement: Limited Partnership Property

As discussed above, under the heading "Restrictions on the Use of the Property,” a key
exemption reguirement for the low income housing property of limited partnerships is that the
property use must be restricted for lower income housing by arequlatory agreement, or recorded
deed restriction.? A deed restriction is valid only if imposed by a grantor when transferring the
property to the new owner (grantee). This generally would not occur in transfers of limited
partnership property. Thus, the expiration of a regulatory agreement for government financing
or federal lower income housing tax credits will cause disqualification from the exemption of the
property of limited partnerships, if the property does not continue to be subject to another
regulatory agreement. The property owned by a limited partnership will become ineligible for
exemption when a regulatory agreement is no longer in effect since it can no longer meet this

requirement.’

Assessors or Board staff may require verification that the property continues to be subject to a
regulatory agreement as a condition of eligibility for federal tax credits or government financing.
This information may be verified by checking the record title to the property since the regulatory
agreements are recorded. The assessor or Board staff may also request that the claimant provide
a letter from the government agency verifying that the regulatory agreement continues to be in
effect.

Payment in Full of Government Financing; Limited Partnership Property

In order to be eligible for the exemption, lower income housing properties of limited partnerships
must have either federal low income housing tax credits or government financing, as specified.™
Thus, repayment in full of a government financing loan on the property owned by limited
partnerships that does not also have federal tax credits, will disqualify the property from the
exemption, since neither criteria of section 214(q)(1) can be met. If the requlatory agreement
between the property owner and the government agency that has financed the property permits
an early payoff of the loan, and the owner elects to do so, the property will no longer be dligible
for the exemption. In certain cases, the terms of the regulatory agreement require that the
restrictions continue on the use of the property for lower income housing even after the
government financing has been paid in full. In such cases, the property will still be inéligible for
the exemption, although it continues to be restricted for use for lower income households since it
will no longer meet the requirement of having either government financing or tax credits.

Assessors or Board staff may require verification that the property continues to have government
financing or federal tax credits. This information may be verified by checking the record title to
the property since regulatory agreements pertaining to such financing or tax credits are recorded.
The assessor or Board staff may also request that the claimant provide a letter from the
government agency verifying that the property continues to have government financing or
federal tax credits.

8 Sections 214(g)(2)(A)(i) and 214(q)(2)(A)(ii).
9 Sections 214(q)(2)(A)(i) and 214(9)(2)(A)(ii).
10 Section 214(Q)(1)(A).
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Expiration of Requlatory Agreement and/or Payment in Full of Gover nment Financing;
Nonprofit Organization's Property

L ow income housing properties owned and operated by nonprofit organizations may continue to
gualify for exemption upon the expiration of a regulatory agreement, or payment in full of
government financing under a third criterion. The nonprofit owner may execute an "other legal
document," to restrict the property use for lower income housing, provided that 90% or more of
the occupants are qualifying lower income households whose rents are within the prescribed
limits.'* The "other legal document” must take effect as of the date that the property no longer
has government financing or a regulatory agreement.

Additional Requirements

Another requirement is that the owner must also certify that property tax savings are used to
maintain the affordability of, or reduce rents otherwise necessary for, the units occupied by
lower-income households.? Verification as to whether the property owner is using property tax
savings for this purpose, may be accomplished through a review of the tenants |eases, and other
documentation of rents, total household income and total number of persons in the household. If
the rents are within the prescribed levels for the low-income households, as specified by section
214, subdivision (g) and/or the terms of regulatory agreements for the property, it is reasonable
to conclude that the tenants are receiving the intended benefit of affordable rents, in compliance
with section 214(q)(2)(B).

The certification requirements are met by the property owner completing and signing Form AH
BOE-267-L, Welfare Exemption Supplemental Affidavit—Lower-Income Households. The
certifications are under penalty of perjury on the Supplemental Affidavit, which must be
completed and submitted with the Wwelfare Eexemption Sclaim (Form BOE 267_or BOE-267-
A). (See Chapter 6, Welfare Exemption Claim Process, for filing requirements.)

Exemption Eligibility of L ower Income Housing Owned by L imited Equity Housing
Cooperatives

Some lower income housing properties are owned and operated by non-profit tax-exempt public
benefit corporations organized as limited equity cooperatives. A limited equity housing
cooperative is a stock cooperative that meets certain public or charitable requirements.”® A stock
cooperative is a common interest development in which a corporation holds title to the property
in fee simple or for a term of vears, and al or substantially all the shareholders (member-
residents) receive a right of exclusive occupancy in a portion of the real property.* A limited
equity cooperative is an organization owned by the resident owner-members in that each owns a
share of stock, and a membership in the corporation, which entitles him or her to occupy one
dwelling unit in the housing project. Both the separate interest (the exclusive right to occupy a

M Section 214(g)(1)(C).

12 section 214(0)(2)(V) and (0)(3). In general, Board staff and the Assessor may require supporting documentation.
3 Heath and Safety Code section 33007.5; Civil Code section 1351(m); Miller & Staff, California Real Estate, 3
Ed., section 25:16.

!4 Bus. & Prof. Code section 11003.2; Civil Code section 1351(1)(4).
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particular dwelling unit during the term of occupancy), and the interest in the stock cooperative

corporation are interests in real property.”® Moreover, the cooperative is an organization

controlled by the members, who elect and/or serve on the Board of Directors.

The exemption for lower income housing owned and operated by gqualifying organizations in

section 214, subdivision (q) is available for property used exclusively for rental housing and

related facilities. Californialaw, however, does not treat the housing property of alimited equity

cooperative as rental housing, but as a member/resident owned housing. Limited equity housing

cooperatives were statutorily created to provide ownership housing for low and moderate-income

residents.’® Section 218, which defines homeowner for purposes of the homeowners exemption

states that "owner" includes a person who holds shares of membership in a cooperative housing

corporation, which holding is a requisite to the exclusive right of occupancy of adwelling. Thus,

members in_cooperative housing corporations, including limited equity cooperative housing

corporations, are deemed owners of such property for purposes of California property tax law,

and they are able to claim and receive the homeowners exemption for their residences.

Property owned by cooperative housing corporations, including limited equity cooperative

housing corporations, and eligible for the homeowners exemption under section 218 and

Property Tax Rule 135, subsection (f) is not property used exclusively for rental housing and

related facilities within the meaning of section 214, subdivision (g).'” Thus dwelling units

occupied by cooperative member-residents are not dligible for the welfare exemption. However,

dwelling units leased within the prescribed rent levels to non-members who are qualified low-

income tenants, may qualify for the welfare exemption, provided that all the statutory

requirements for exemption are met.

Interpretation of Multiple Regulatory Agreements

Some of the low-income housing properties have received financing from several governmental
agencies. It is common for each agency to have a regulatory agreement restricting rent levels
and a portion of the property to occupancy by low-income households. Typicaly, the
agreements are inconsistent and overlapping. In this situation where there are multiple
regulatory agreements, the agreements should be reviewed to determine the following:

Where an agreement states that it is exclusive, it controls.

If any of the agreements do not specifically state that they are exclusive, meaning that it
controls over al other such agreements, the agreement with the most restrictive income
and rent limits should be used to determine eligibility for the exemption.

Agreements that specify that they are subordinate or subject to other financing programs
are subject to the latter'sincome and rent restrictions.

15 Civil Code section 783.1.

16 Section 1.25 B, Limited Housing Cooperatives, 1984 California Continuing Education of the Bar publication
California Condominium and Planned Development Practice; Update April 2003.

1" See annotated | etter 880.0420.
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The following example illustrates how to interpret two agreements restricting tenant occupancy
and rent levels:

Project A has recelved tax credits from the Cadlifornia Tax Credit Allocation Committee
("TCAC"), based on a commitment that 100% of the units will be rented to tenants whose
income does not exceed 60% of the median. The project has also qualified for local community-
sponsored tax exempt bond issue administered by that city's housing department. The bonds are
subject to a commitment that at least 20% of the units be occupied by tenants with income not
exceeding 50% of median. In order to comply with both agreements, the owner must maintain
20% or more of the units with tenants not exceeding 50% of median, and the balance of the units
not exceeding 60% of the median income. Neither agreement states that it is exclusive or
controlling. Accordingly, the project (if it meets all other qualifications) would be eligible for
100% exemption. It isirrelevant which of the two agreements was executed first or second, as
both must be given effect.

Requirements for Limited Partnership Owners

Two-Entity Structure; Limited Partnership and Managing General Partner

Subdivision (g) allows for a two-entity operational structure, where one entity, a limited
partnership, owns the property used for low-income housing, and another entity, an eligible
nonprofit corporation, is the "managing general partner of that limited partnership.” This two-
entity structure must be reflected in both the terms of the limited partnership agreement and in
the statement of limited partnership filed with the Secretary of State's office.

The provisons of the Revised Limited Partnership Act, Corporations Code Sections
15611-15681, are applicable to limited partnerships formed for the purpose of owning low-
income housing. The limited partnership is validly formed only if it meets the requirements of
Corporations Code Section 15621. Its formation is completed when its Certificate of Limited
Partnership is recorded with the Secretary of State.® Subdivision (c) of Corporations Code
Section 15621 states that for all purposes, a copy of the certificate of limited partnership
(Form LP-1) duly certified by the Secretary of State is conclusive evidence of the formation of a
limited partnership and constitutes prima facie evidence of its existence.

Even if the limited partnership reguirements are met, the exemption under section 214(g) applies
only if and when its managing general partner is an "eligible nonprofit corporation.” By way of
example, if the certificate of limited partnership is filed with the Secretary of State's Office, in
June 1997 2003, and the nonprofit organization was incorporated later, in August £9972003, the
limited partnership which owns the low-income housing property is not qualified under Section
214(g) in 49972003. Only after the managing genera partner of the limited partnership becomes
an "eligible nonprofit corporation,” and the limited partnership agreement establishes that the

'8 The Office of the Secretary of State maintains filings and files for limited partnerships. Corporations Code
section 15621 provides in this regard that in order to form alimited partnership, the genera partners shall execute,
acknowledge, and file a certificate of limited partnership and, either before or after the filing of a certificate, the
partners shall have entered into a partnership agreement. The certificate shall be filed in the Office of the Secretary
of State and shall state, among other things, the names and addresses of the general partners.
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nonprofit corporation is a managing general partner, could the limited partnership thereafter be
qualified for the exemption under Section 214(g).

Thus, if the limited partnership agreement is amended or restated to admit a qualified "managing
general partner,” and the certificate of limited partnership is amended, the limited partnership
may qualify for property tax exemption under section 214(qg), if the effective date of the amended
or restated agreement is prior to lien date of the fiscal year for which the claim for exemption is
filed, or prior to the date of acquisition of the property, as the case may be.”® If as of the lien
date the managing general partner of the limited partnership is not a qualified nonprofit
corporation pursuant to section 214, the exemption claim shall be denied.

Managing General Partner Regquirements

In prior years, the managing general partner filing an exemption claim for the first time on alow-
income housing property, submitted for Board staff review and approval, a copy of the limited
partnership agreement along with any amendments. The Board staff reviewed the agreement of
the limited partnership and any amendments to determine if the agreement authorized sufficient
management duties to the nonprofit corporation to qualify as a managing general partner of the
operations of the limited partnership. However, in December 2002 the Board approved a change
in filing requirements to streamline the review process of exemption claims for lower income
housing properties of limited partnerships. Currently, supplemental affidavits require a nonprofit
corporation claimant to certify that its limited partnership agreement provides sufficient
management authority and duties to qualify it as the managing general partner of the limited
partnership, as required by section 214(g)(1).* Such certification isin lieu of submitting limited
partnership agreementsamendments with the exemption claims for staff review and approval.

Assuming all other legal requirements for exemption are met, including the claimant's filing of a
completed and property executed clam Form BOE-277-L1, Board staff will issue a
Supplemental Clearance Certificate for Managing General Partner. See Chapter 6, Welfare
Exemption Claim Process, for additional information regarding exemption claim filing

requirements.

' The original or amended certificate of limited partnership (LP-1 or LP-2) must be date stamped by the Secretary
of State with adate prior to lien date (January 1) of the year the exemption is claimed. If this document isfiled with
the Secretary of State at the end of a calendar year, it may not be processed until after January 1, which means the
property will not be eligible for exemption for that year. To avoid losing the benefit of the exemption when filing
with the Secretary of State in December, the LP-1 or LP-2 should be submitted in person at that office and a request
made that the document be stamped upon receipt.

% Two forms require the nonprofit organization (managing general partner) to certify that the corporation has
sufficient management authority and duties to meet the managing general partner requirement of section 214(q):
(1) supplemental affidavit Form BOE-267-L 1, Welfare Exemption Supplemental Affidavit, Housing — Lower-Income
Households (Limited Partnership) and (2) supplementa affidavit Form BOE-277-L1, Claim for Supplemental
Clearance Certification for Managing General Partner. See Chapter 6 for information on filing requirements.
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Guidance Concerning the Requirements for a Nonprofit Organization to Qualify as a

Managing General Partner of a Limited Partnership

The partnership documents should provide information relevant to the determination of whether
the nonprofit organization qualifies as a managing general partner under section 214(q), such as:

Determine-{T he effective date of the formation of the limited partnership, which is based
on the date of filing of the certificate of limited partnership (Form LP-1) or certificate of
amendment thereto, with the Secretary of State;

tdentify The identity of the managing genera partner (in the case of multiple general
partners) on the date of filing and indicate its specific corporate form (with articles of
incorporation);

The effective date of the admission of the managing genera partner into the limited
partnership, based on the date of filing of the certificate of limited partnership (Secretary
of State Form LP-1) or certificate of amendment thereto:;

Ascertain-from-thepartnership-agreement tT he specific responsibilities and duties of the
managing partner authorized in the partnership agreement to-determinef that indicate that

the managing partner is, in fact, managing the partnership; and,

tdentifty—tThe specific low-income housing project preperty owned by the limited
partnership and each of the partners respective capital contributions and profit and loss
interests in the limited partnership.

As to contributions by general partners, applicable provisions of law do not require that the
general partner of a limited partnership either have an interest in the profits and losses of the
limited partnership or make a capital contribution to the limited partnership. However, a
person” without some type of equity interest in a limited partnership, may not qualify as a
general partner under general California law. In such cases, if that "general partner” is the only
general partner of the limited partnership, then the limited partnership may not qualify as a
partnership under Californialaw.

In applying the managing general partner aspect of section 214(g), the following factors should
be considered in determining the eligibility of a nonprofit corporation as a managing general
partner of alimited partnership.

If under the limited partnership agreement the nonprofit corporation is named as a
managing general partner and has authority over some aspect of the limited partnership's
general operations, the nonprofit corporation may be considered a managing partner for
purposes of claiming property tax exemption.

LA nonprofit corporation is a"person” for section 214(g) purposes.

AH 267 10 May 2004 Draft
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It should be clearly evident that the agreement provides for the designation of a managing
partner and delineates its rights, responsibilities and, if appropriate, compensation. The
limited partnership agreement typically contains a broad delegation of authority to the
managing general partner; however, attention should be specifically focused on which
decisions are reserved for the managing genera partner, other general partners and the
partnership as awhole.

The managing general partner's responsibilities and duties, as stated in the limited
partnership agreement, must reflect that it is, in fact, managing the partnership. For
example, if the managing general partner's sole duty is to maintain its status as a tax-
exempt nonprofit organization under federal law (IRC, section 501(c)(3)), the organization
does not meet the managing general partner requirement due to an absence of management
responsibilities and duties.

If there are co-general partners and none specified as the "managing general partner,” then
all of the general partners listed must file and qualify pursuant to section 214(g) before any
of the partnership's property can be eligible for exemption.

Management Duties and Responsibilities of a Managing General Partner

The California Revised Limited Partnership Act, Corporations Code 8815611 et. seq., (CRLPA)
governs limited partnerships and prescribes the rights, powers, duties and liabilities of limited
partners and general partners.

A limited partnership is defined as "a partnership formed by two or more persons under
the laws of this state and having one or more general partners and one or more limited
partners." (Corp. Code § 15611(r).)

Authority for a general partner to manage the business of alimited partnership isfound in
Corporations Code Section 15643(a), which states that a general partner of a limited
partnership has the same rights, duties and liabilities of a general partner of a genera
partnership. Thus, section 15643(a) provides authority to the general partner of alimited
partnership to manage the partnership business and to exercise the powers consistent with
that authority.

The term managing general partner is not defined in the CRPLA nor in the Uniform
Partnership Act. However, in the application of these basic Corporations Code
provisions to the requirements of section 214(g), the term can reasonably be construed to
mean a general partner authorized by the limited partnership agreement to direct, conduct
or control the business of the limited partnership. Such a managing general partner of a
limited partnership would have al the statutory powers authorized to a general partner of
a general partnership, except those expressly limited or eliminated by the provisions of
the limited partnership agreement. As set forth in the CEB Practice Handbook, Advising
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California Partnerships? those powers may include, subject to the applicable rights of
the Limited Partners, the following:

Acquire, hold, assign or dispose of property or any interest in property

Borrow money on behalf of the partnership, encumber partnership assets, place title in
the name of nominee to obtain financing

Prepay in whole or in part, refinance, increase, modify or extend any obligation
Manage the property, rental of units, maintenance and repair

Retain and supervise property management agent

Employ at partnership expense, building management agents, other on-site personnel,
insurance brokers, loan brokers, real estate brokers, attorneys and accountants

Pay organizational expenses incurred in the creation of the partnership and all
operational expenses

Sign deeds, notes, deeds of trust, contracts and leases; and other such legal documents
that bind the partnership

Maintain al partnership books and records
Open and maintain partnership bank accounts

Supervise preparation of al tax returns, budgets and reports, and provide to the limited
partners

Determine the amount and timing of distributions

Cause the partnership to enter into other partnerships as a general or limited partner
and exercise the duties required of the partnership as a partner in any other partnership

In summary, to be a managing general partner, the nonprofit corporation should possess the
authority to exercise at least some of the management responsibilities listed above on a day to
day basis. As discussed in the next section, that authority may be shared to some extent with
other general partnersin the limited partnership.

Shared Management Authority

Corporations Code section 15645 provides that a limited partnership agreement may create a
hierarchy of classes of general partners; with some general partners having more rights, powers,
and duties than others. Thus, a limited partnership may have multiple genera partners who may
decide among themselves which general partners will have which duties and responsibilities,
provided that the nonprofit managing general partner has at least some substantial partnership
management duties and responsibilities over some aspect of the partnership business.

Some limited partnership agreements authorize a sharing of management duties and
responsibilities between the nonprofit managing general partner and another general partner. An

22 California Continuing Education of the Bar, Second Edition, §5.104, with 1998 supplement.
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example would be language stating that "the general partners acting unanimously within the
authority granted to them shall have full, complete and exclusive discretion to manage and
control the business of the partnership...and shall make all the decisions affecting the
partnership.” Such provisions requiring each general partner to obtain the consent of the other
prior to taking any action or making any decision, provide equal authority to each in managing
the business of the partnership. As such, the nonprofit managing genera partner would have
sufficient management responsibilities and duties to qualify for exemption as a managing genera
partner within the meaning of section 214(g).

Nonqualifying Shared M anagement Authority

Example: Clause providing that management obligations of the general partners
arethe " several and not joint obligations' of the general partners

Some agreements provide that "any obligations of a General Partner hereunder are the
"several and not joint obligations" of the General Partners, except as herein expressly
provided to the contrary.” The term, "severa but not joint" requires each general partner
to be individually, but not jointly responsible, for the obligations of the other general
partners. This language is ambiguous as to the scope of the management duties covered,
particularly since the term, "any" is construed broadly. For example, does it reference
only duties authorized to the general partners, since those duties specifically authorized to
the managing general partner may be construed as those that fall within the exception of
"expressly to the contrary?' The intent of this provision apparently is to ensure that the
[for-profit] Co-general partner is separately responsible for all the duties of the
[nonprofit] managing general partner, and vice-versa. As such, this provision is
disqualifying since it would permit the Co-Genera Partner to manage the partnership
business to the exclusion of the managing general partner, leaving it with no management
of the partnership business. Assuming that the limited partnership agreement has
provided specific separate management duties to the managing general partner, an
example of qualifying language would be: "[e]ach obligation of the genera partners
under this agreement which is not stated to be only an obligation of the Co-genera
Partner or the Managing General partner, shall be the several and not joint obligation of
each general partner.” This provision would allow management duties delegated to the
general partners to be the obligation of each general partner individually, without
requiring the management duties authorized specifically only to the managing genera
partner to also be the obligation of the other general partners.

Example: Clause providing that management obligations of the general partners
arethe"joint and several obligations' of each general partner

Other agreements provide that, "if there is more than one General Partner, the obligations
of the General Partners under the agreement shall be the "joint and several” obligations
of each Genera Partner.” By definition, the term, "joint and severa” means that the
general partners are responsible, together and individualy, for the [management]
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obligations of each general partner.” This language is disqualifying since it may also be
construed to authorize the for-profit general partner(s) to manage the partnership business
to the exclusion of the [nonprofitf managing genera partner, leaving it with no
management of the partnership business.

Assuming that the partners intent is that all the general partners are obligated to perform
the same management duties, please reference the section above, Shared Management
Authority.

Insufficient Management Responsibility

Some limited partnership agreements for partnerships with two or more genera partners, when
read as a whole, do not provide sufficient management authority to the nonprofit managing
genera partner. Typically, such agreements contain provisions authorizing the sharing of broad
management authority by the general partners, including the day to day management of the
partnership business. However, this language is followed by other provisions which nullify the
language which grants the nonprofit partner sufficient authority to be considered a managing
genera partner. The following examples are of limited partnership agreements that have not
provided the nonprofit managing general partner with sufficient management authority to qualify
for the exemption:

Example: Clause Delegating Entire Authority of Nonprofit Managing General
Partner to Another General Partner

Some agreements, after granting broad management authority to the nonprofit managing
general partner, contain a provision in which the nonprofit managing general partner
delegates its entire management authority to an "administrative general partner.” Such a
provision, in effect, nullifies the preceding language granting the nonprofit managing
general partner authority to manage the partnership business and causes the partnership
not to qualify under section 214(g)(1).

Example: General Partner Delegations

A provision stating "Each Genera Partner may from time to time delegate [dll] its
responsibilities and duties’ is unacceptable. It would permit, by a smple act of
delegation, the transfer of all duties and responsibilities of the Managing General Partner
to the for-profit General Partner. An acceptable provision would be one that required the
Managing General Partner to remain fully responsible for any delegated duties or
responsibilities.

For example, this language would be acceptable; "Each of the genera partners may in the
proper and reasonable exercise of their respective management authority, delegate certain
of its powers, rights and obligations hereunder, and may appoint, employ, contract or

%3 Black's Law Dictionary, 7" Edition, (1999) defines "joint and severa" as follows; joint and several, adj. (Of
liability, responsibility, etc.) apportionable either among two or more parties or to only one or afew select members
of the group, at the adversary's discretion; together and in separation.
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otherwise deal with any person for the transaction of the business of the Partnership,
which person may, under supervision of the respective general partner, perform any acts
or services for the Partnership as the respective general partner may approve; provided,
however, that such delegation shall not excuse the respective general partner from
overseeing on an ongoing basis, the activities assigned.”

Example: Incentive Management Agreements

Some limited partnership agreements grant substantial management authority to a general
partner other than the nonprofit managing partner, pursuant to a separate "incentive
management agreement.” Pursuant to this agreement, the administrative genera partner,
serving in the capacity of a "supervisory management agent,” is paid a fee to perform
specified management services. The language in the limited partnership agreement
generally provides a broad delegation of management authority to the general partners,
but lacks provisions that grant specific management duties to the nonprofit managing
general partner. Thus, the delegation of broad management authority to the nonprofit
managing general partner is rendered meaningless by the incentive management
agreement that authorizes the administrative general partner to perform a substantial
number of management duties. The nonprofit managing general partner is left without
decision-making authority over any aspect of the limited partnership's operation, causing
it not to satisfy the requirement in section 214(g)(1).

Example: Diverson of Management Authority from the Nonprofit Managing
General Partner tothe Other General Partner

Some limited partnership agreements contain a provision that grants broad management
authority over the partnership business to the genera partners, followed by numerous
separate provisions that grant decision-making authority over substantialy all the
functions of the limited partnership to the general partner other than the nonprofit
managing general partner. When this agreement is read as a whole, substantially all the
management authority of the limited partnership business has been diverted piecemeal to
the other general partner, leaving none for the nonprofit "managing general partner.” As
such, the nonprofit managing general partner is not qualified within the meaning of
section 214(g)(1) due to insufficient management duties and responsibilities.

Example: Non-Management Duties of the Managing General Partner

Some limited partnership agreements specify separate "managerial” responsibilities to the
managing general partner that, in fact, are not management duties because they do not
involve decision-making authority over some aspect of the partnership business. Such
responsibilities include advising the general and limited partners about the requirements
of low-income families, publicizing the availability of the low-income housing, and
obtaining information from tenants. While these activities are beneficia to the operation
of the low-income housing project, they do not constitute management of the partnership
business. In this factual situation, the limited partnership agreement designates virtually

15 May 2004 Draft
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all the management authority, function by function, to the other general partner. Absent
provisions of the limited partnership agreement that provide decision-making authority to
the managing general partner over some aspect of the limited partnership's general
operations, the property will not qualify for exemption.

In conclusion, where management duties are shared with a for profit [administrative] general
partner, the property will not qualify for exemption if the limited partnership agreement does not
expressly provide that the nonprofit managing general partner is authorized to perform some
substantial management duties in the day to day functioning of the partnership business. If all
the managing general partner's management authority and duties are delegated to another person
or_entity, then it would not have sufficient management responsibilities and duties to qualify for
exemption as a managing general partner within the meaning of section 214(q).

PROPERTY ACQUIRED AFTER LIEN DATE

Section 271(a)(3) provides that, under certain circumstances, property taxes can be canceled or
refunded in proportion to the number of days for which the property was qualified for exemption,
even though the claimant did not own the property on the lien date and acquired the property after
the beginning of the fiscal year, provided that certain requirements are met (discussed in Chapter 6).

Limited Partnerships Qualifying After the Lien Date

If the potential claimant is a limited partnership formed after the lien date with a qualified
managing genera partner and the limited partnership then takes title to the property, the project
may qualify for a late-filed exemption pursuant to section 271(a)(3). As previously noted,
however, if the project is recorded in the name of the limited partnership prior to having a
gualified managing genera partner, the property will not qualify for exemption. The fact that a
qualified managing general partner was added to the limited partnership after the lien date means
only that the limited partnership had a new member, not that a new limited partnership was
created for purposes of eligibility under subdivision (g) of section 214. While Corporations
Code section 15611 et seg. provides that the admission of a general partner to a limited
partnership is effective as of the date that the genera partner is admitted in accordance with the
partnership agreement, the managing general partner under subdivision (g) of section 214 must
also qualify as a non-profit corporation and must be the only "managing” genera partner (unless
all other managing genera partners qualify).

Income Limits

The U. S. Department of Housing and Urban Development (HUD) annually transmits revisions
in the income limits to the California Department of Housing and Community Development
(HCD). The limits are used to define the terms very low-income and low-income in accordance
with section 3(b)(2) of the United States Housing Act of 1937, as amended, and are listed by dollar
amount and family size. They are issued for each metropolitan and non-metropolitan area using
the fair market rent (FMR) area definitions applied in the section 8, Housing Assistance
Payments program. The revised income limits are based on HUD estimates of median family
income.
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Lower-income households are defined in the Health and Safety Code section 50079.5 as persons
and families whose incomes do not exceed the limits for lower-income families established and
amended in section 8 of the United States Housing Act of 1937. HCD is required to publish
these limits in the California Administrative Code. If the federal standards are discontinued, the
income limits are 80 percent of the median family income for the geographic areas in which the
families are located.

The California Tax Credit Allocation Committee, which administers tax credits allowed for
qualifying low-income housing projects, defines rent-restricted to mean that the gross unit rent is
not more than 30 percent of the imputed income limitation applicable to such unit pursuant to
section 42(g)(2)(c) of the Internal Revenue Code. The Committee requires the owner of a
project to annually determine and certify the income of each lower-income tenant. A
lower-income unit that has been vacated will continue to be treated as a lower-income unit
provided that reasonable attempts are made to rent the unit to a qualified lower-income family
and the unit is restricted by deed or regulatory agreement.

APPLYING INCOME REQUIREMENTS

The following procedures should be followed in applying the income requirements for
lower-income rental housing:

1. Form BOE-267-L, Welfare Exemption Supplemental Affidavit-Lower-Income Housing
Income Satement, must be completed by the claimant (the nonprofit "managing general
partner,” not the limited partnership). The affidavit must include the lower-income
household income limits based upon number of persons in the household.

2. The assessor should determine whether an officer or manager of the organization verified
that the income limits used on each statement provided to each occupant were correct.
Independent verification is required. Following the verification of the information by the
assessor and the assessor's application of the low-income exemption calculation under
subdivision (g) of section 214, the property shall be entitled to an exemption equal to that
percentage of the value of the property which the portion of the property serving lower—
income households is of the total property. The "percentage of value" referred to in the
preceding sentence is calculated by dividing the square footage of the exempt units by the
total square footage of the structure.

3. A manager's unit is exempt as incidenta to and reasonably necessary for the
accomplishment of the exempt purposes, even if the manager's income exceeds the
prescribed low-income limits.

Property Held for Construction by Nonprofit Low-Income Home Builders

Section 214.15—effective-October—19,-1999.* extends the welfare exemption to vacant land
owned and operated by a qualifying nonprofit corporation, provided that:

‘ee:e a\V
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A qualifying nonprofit corporation meets the requirements of section 214; and

Is organized and operated for the specific and primary purpose of building and
rehabilitating single or multifamily residences for sale at cost to low-income families,

With financing in the form of a zero interest rate loan; and
Without regard to religion, race, national origin, or the sex of the head of household.

The effect of section 214.15 is that vacant property held for the future construction of residences
meeting al the specified conditions described above is to be considered used for an exempt
purpose and an exempt activity.
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APPENDIX D: LISTING OF FORMS

FORMS FILED WITH BOARD AND BOARD NOTIFICATION FORMS AND
CERTIFICATES ISSUED

Claim Forms Filed by Organizations

The following is a listing of clam forms for use by organizations filing with the Board of
Equalization:

BOE-277 Claim for Organizational Clearance Certificate — Welfare Exemption
Clam form filed by a nonprofit organization to request an Organizational Clearance
Certificate, which is needed before the assessor can grant a welfare exemption.

BOE-279 Claim for Organizational Clearance Certificate — Veterans
Organization Exemption

Claim form filed by a veterans organization to request an Organizational Clearance
Certificate, which is needed before the assessor can grant a veterans' organization exemption.

BOE-277-L1 Claim for Supplemental Clearance Certificate for Managing General
Partner

Supplemental claim form filed by a nonprofit organization (managing general partner) to
request supplemental clearance certificate for low-income housing.

BOE-277-P Periodic Filing for Organizational Clearance Certificate, Welfare or
Veterans Organization Exemption

Claim form filed by nonprofit organizations to provide updated information on a periodic
basis. (Only organizations that have previously met the organizational requirements of
section 214 and hold a valid Organizational Clearance Certificate must file such forms.
Filings are done on a 3-year cycle based on the organization's name. See Chapter 6 for
additional details.)

The above listed forms are available on the Board's Web site (www.boe.ca.gov) and can be
accessed by selecting (1) Property Taxes, (2) Welfare and Veterans Organizations Exemptions,
and (3) Organizational Reguirements and Organizational Clearance Certificate Claim Forms.

Notification Forms | ssued by the Board

The following forms are used by the Board to notify organizations of findings concerning
eligibility for exemption:

Forms applicable to all organizations

- BOE-277-F Welfare or Veterans Organization Exemption Organizational
Clearance Certificate Finding Sheet
Board form to notify organization of findings after review of clam for organizationa
clearance certificate and associated organizational information.

AH 267 1 May 2004 Dreft
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BOE-277-F1 Welfare or Veterans Organization Exemption Organizational
Clearance Certificate — Preliminary Notice

Board form to notify organization as to specific findings of ineligibility and what action the
organization may do in response to such findings.

BOE-277-F2 Welfare or Veterans Organization Exemption Organizational
Clearance Certificate — Final Notice

Board form to notify organization of exemption eligibility after review of additiona
information submitted by organization in response to Preliminary Notice (BOE-277-F1), also
provides information concerning appeal rights.

BOE-277-OC  Organizational Clearance Certificate for Welfare or Veterans
Organization Exemption

Certificate issued to organizations by Board if organizational requirements of section 214 are
met.

Forms applicable to low-income housing property involving limited partnerships

- BOE-277-SF Welfare Exemption, Low-Income Housing (Managing General Partner)
Supplemental Clearance Certificate Finding Sheet
Board form to notify nonprofit organization (managing general partner) of findings after
review of clam for supplemental clearance certificate and associated organizational
information concerning specified lower-income housing property owned by a limited
partnership.

BOE-277-SF-1  Welfare Exemption, Low-Income Housing (Managing General Partner)
Supplemental Clearance Certificate — Preliminary Notice

Board form to notify nonprofit organization (managing general partner) as to specific
findings of ineligibility and what action the organization may do in response to findings
concerning specified lower-income housing property.

BOE-277-SF-2  Welfare Exemption, Low-Income Housing (Managing General Partner)
Supplemental Clearance Certificate — Final Notice

Board form to notify organization after review of additiona information submitted by
organization in response to Preliminary Notice (BOE-277-SF1), also provides information in
regard to appeal rights.

BOE-277-SCC  Supplemental Clearance Certificate for Managing General Partner
Board certificate issued to organizations when organizational requirements of section 214(q)
are met. (Organization must have a valid Organizational Clearance Certificate (BOE 277-
OC) in order to be issued a Supplemental Clearance Certificate.
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FORMS FILED WITH ASSESSOR

Claim Forms Filed by Organizations
The following is alisting of claim forms for use by organizations filing with the assessor:

BOE-267 Claim for Welfare Exemption (First Filing)

Claim form for initial request for Welfare Exemption for a specific property when the
clamant is a new filer in a county or when seeking exemption on a new location in the
county.

BOE-267-A Claim for Welfare Exemption (Annual Filing)
Claim form filed to request exemption on an annua basis after initial "been met" finding.
May be filed on properties that were granted exemption in the prior year.

BOE-267-H Welfare Exemption Supplemental Affidavit, Housing — Elderly or
Handicapped Families

Supplemental affidavit filed annually to certify eligibility for welfare exemption for housing
used for elderly or handicapped families under Revenue and Taxation Code section 214(f),
document qualifying households within income limits and residential units eligible for
exemption.

BOE-267-L Welfare Exemption Supplemental Affidavit, Housing — Lower-lncome
Households

Supplemental affidavit filed annualy to certify exemption eligibility for property used for
low-income housing under Revenue and Taxation Code section 214(g), document qualifying
households within income limits and residential units eligible for exemption.

BOE-267-L1 Welfare Exemption Supplemental Affidavit, Housing — Lower-l1ncome
Households (Limited Partnerships)

Supplemental affidavit filed annually by nonprofit organization (managing general partner)
to certify that it has sufficient management authority/duties to meet the managing genera
partner requirement of section 214(g).

BOE-267-R Welfare Exemption Supplemental Affidavit, Rehabilitation — Living
Quarters

Supplemental affidavit filed annually to certify that the property is used for the claimant's
rehabilitation program for employees and/or to provide associated living quarters.

BOE-269-AH Claim for Veterans Organization Exemption
Claim form to request Veterans Organization exemption for a specific property.

A sample of each of the above listed forms is available on the Board's Web site
(www.boe.ca.gov) and can be accessed by selecting (1) Property Taxes, (2) Welfare and
Veterans Organizations Exemptions, and (3) Use Requirements and Exemption Claim Forms.
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Please note that the sample forms are provided solely for informational purposes. Forms for
filing purposes must be obtained from the assessor in the county in which the property is located.

Notification Form I ssued by Assessors

The following is a form used by the assessor to notify the claimant of findings concerning
eligibility for exemption:

BOE-267-F Welfare or Veterans Organization Exemption, Assessor's Finding on
Qualification of Property Use

Assessors form to notify claimant of findings after review of property use only if the
property or portion of the property isineligible for exemption.
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