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Amend Revenue and Taxation Code Section 218 to replace specified disasters
with a generic overall provision to retain homeowners’ exemption on properties
destroyed in governor-declared disasters.

Source: Property and Special Taxes Department
Existing Law

Article XIlI, Section 3(k) of the California Constitution exempts from property tax the first
$7,000 of the full value of a dwelling when occupied by an owner as his principal
residence. This exemption is commonly referred to as the “homeowners’ exemption.”

Section 218 of the Revenue and Taxation Code details the qualifications for the
homeowners’ exemption authorized by the constitution. Eligibility is generally
continuous once granted. However, if a property is no longer owner-occupied, is vacant
or is under construction on the lien date (January 1), the property is not eligible for the
exemption for the upcoming tax year. Consequently, a home that previously received a
homeowners’ exemption, but has suffered total destruction in a disaster as of January 1,
is not eligible for the homeowners’ exemption for the upcoming tax year.

Special purpose legislation has been enacted in recent years to provide that dwellings
destroyed by specific governor-declared disasters will not be disqualified as a “dwelling”
or be denied the homeowners’ exemption solely on the basis that the dwelling was
temporarily damaged or destroyed or was being reconstructed by the owner.

This Proposal

This proposal would amend Section 218 of the Revenue and Taxation Code to provide
that each time there is a governor-declared disaster a property that has been destroyed
by the disaster will continue to be eligible to receive the homeowners’ exemption. In
addition, this bill would codify the current administrative practice as it relates to homes
that are partially damaged in any type of disaster. Section 218(b) addresses eligibility
for the exemption in three scenarios:

Partial Damage — Any Disaster. A dwelling that is not occupied on the lien date,
because it had been partially destroyed or damaged in a disaster (including governor-
declared disasters or any other type of disaster including a stand alone disaster such
as a home fire) where the owner’s absence is temporary and the owner intends to
return to the home when possible to do so, would continue to be eligible to receive the
homeowners’ exemption. §218(b)(2)

Total Destruction — Governor-Declared Disaster. A dwelling that has suffered total
destruction in a Governor declared disaster would continue to be eligible to receive the
homeowners’ exemption. §218(b)(3)

Total Destruction — Non-Governor-Declared Disaster. A dwelling that was
previously eligible for the homeowners’ exemption but no longer exists on the lien date
because it suffered total destruction in a disaster that was not a governor-declared
disaster, would not be eligible for a homeowners’ exemption until the structure is
replaced and occupied. §218(b)(2)
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This proposal would eliminate the need for special purpose legislation and expressly
codify existing advice relating to a home that suffers partial damage as opposed to total
destruction. It also removes the special purpose provisions from Section 218 in order to
restore this section of law to the basic fundamentals.

This proposal is consistent with Board-sponsored legislation for Disabled Veterans in
2008 and is consistent with Governor Schwarzenegger’s direction in an earlier signing
measure to enact such legislation. It will improve efficiency and save on legislative bill
printing costs by avoiding the need for double and triple joining language in years with
multiple disasters. In addition, individual members could still carry legislation for their
district for property tax revenue backfill purposes.

Related Legislation. Governor Schwarzenegger included a signing message in
Assembly Bill 18 (Ch. 624, Stats. 2005) requesting that standard purpose legislation be
enacted to avoid the need to introduce special purpose legislation each year. The
following table lists the special purpose legislation enacted in recent years.

Disaster Year Legislation

Numerous Wildfires 2009 | Stats. 2009, Ch. 299 (AB 1568)
Fire, Wind, Storms — Multiple Counties | 2008 | Stats. 2008, Ch. 386 (SB 1064)
Zaca Fire — Santa Barbara and Ventura | 2007 | Stats. 2007, Ch. 224 (AB 62)
Angora Fire — El Dorado County 2007 | Stats. 2007, Ch. 224 (AB 62)
Freeze 2007 | Stats. 2007, Ch. 224 (AB 62)
Day and Shekell Fires - Ventura County | 2006 | Stats. 2007, Ch. 224 (AB 62)
Northern California Storms, Floods & | 2006 | Stats. 2006, Ch. 396 (AB 1798)
Mudslides
Northern California Storms, Floods & | 2006 | Stats. 2006, Ch. 897 (AB 2735)
Mudslides
Shasta Wildfires 2005 | Stats. 2005, Ch. 623 (AB 164)
Southern California Storms, Floods & | 2005 | Stats. 2005, Ch. 624 (AB 18)
Mudslides
Southern California Storms, Floods & | 2005 | Stats. 2005, Ch. 622 (SB 457)
Mudslides

San Joaquin levee break 2004 | Stats. 2004, Ch. 792 (SB 1147)
San Simeon earthquake 2003 | Stats. 2004, Ch. 792 (SB 1147)
Southern California wildfires 2003 | Stats. 2004, Ch. 792 (SB 1147)
Oakland/Berkeley Hills fire 1992 | Stats. 1992, Ch.1180 (SB 1639)
Los Angeles civil riots 1991 | Stats. 1992, Ch. 17X (ABx1 38)

Senate Bill 1607 (2006), sponsored by the Board, proposed to place the itemized
disasters in a separate section and replace the language in Section 218 with general
purpose language, but these provisions were amended out.

Senate Bill 1495 (Stats. 2008, Ch. 594), sponsored by the Board, amended Section 279
to allow the disabled veterans' exemption to remain in effect if a home is damaged or
destroyed in any disaster for which the governor proclaimed a state of emergency.
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Partial Damage. Board staff has opined that a temporary absence from a dwelling
because of a natural disaster, such as a flood or fire, will not result in the loss of the
homeowners’ exemption for those properties temporarily vacated for repairs. (See
Letter To Assessors 82/50, Question G16.) Thus, this provision codifies current
guidance and administrative practices.

Section 218 of the Revenue and Taxation Code is amended to read:

218. (a) The homeowners' property tax exemption is in the amount of the
assessed value of the dwelling specified in this section, as authorized by
subdivision (k) of Section 3 of Article XIIl of the California Constitution. That
exemption shall be in the amount of seven thousand dollars ($7,000) of the full
value of the dwelling.

(b) (1) The exemption does not extend to property that is rented, vacant, under
construction on the lien date, or that is a vacation or secondary home of the owner
or owners, nor does it apply to property on which an owner receives the veteran's
exemption.

(2) If a person receiving the exemption is not occupying the dwelling on the
lien date because the dwelling was damaged in_a misfortune or calamity, the
person will be deemed to occupy that same dwelling as his or her principal place
of residence on the lien date, provided the person's absence from the dwelling is
temporary and the person intends to return to the dwelling when possible to do so.
Except as provided in paragraph (3), when a dwelling has been totally destroyed,
and thus no dwelling exists on the lien date, the exemption provided by this
section is not applicable until the structure has been replaced and is occupied as
a dwelling.

(3) A dwelling that was totally destroyed in a disaster for which the Governor
proclaimed a state of emergency, that qualified for the exemption provided by this
section_and has not changed ownership since the disaster, will be deemed
occupied by the person receiving the homeowners’ exemption on the lien date
provided the person intends to reconstruct a dwelling on the property and occupy
the dwelling as his or her principal place of residence when it is possible to do so.

(c) For purposes of this section, all of the following apply:

(1) "Owner" includes a person purchasing the dwelling under a contract of sale
or who holds shares or membership in a cooperative housing corporation, which
holding is a requisite to the exclusive right of occupancy of a dwelling.

(2) (A) "Dwelling" means a building, structure, or other shelter constituting a
place of abode, whether real property or personal property, and any land on which
it may be situated. A two- dwelling unit shall be considered as two separate
single-family dwellings.

(B) "Dwelling" includes the following:

(i) A single-family dwelling occupied by an owner thereof as his or her principal
place of residence on the lien date.

(i) A multiple-dwelling unit occupied by an owner thereof on the lien date as his
or her principal place of residence.

1-3(disasters218).doc



PROPERTY TAXES (2010)
SUGGESTION NO. 1-3
PAGE 4 OF 8

(iii) A condominium occupied by an owner thereof as his or her principal place of
residence on the lien date.

(iv) Premises occupied by the owner of shares or a membership interest in a
cooperative housing corporation, as defined in subdivision (i) of Section 61, as his
or her principal place of residence on the lien date. Each exemption allowed
pursuant to this subdivision shall be deducted from the total assessed valuation of
the cooperative housing corporation. The exemption shall be taken into account in
apportioning property taxes among owners of share or membership interests in
the cooperative housing corporations so as to benefit those owners who qualify
for the exemption.
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2)(d) The exemption provided for in subdivision (k) of Section 3 of Article XIII of
the California Constitution shall first be applied to the building, structure, or other

shelter and the excess, if any, shall be applied to any land on which it may be
located.
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