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TO COUNTY ASSESSORS:
SUMMARY OF FROFOSED LEGISLATION NUMBER 3

In compliance with your Legislative Committee's proposal that you be informed
of the various property tax bills and amendments being proposed in the State
Legislature, we submit to you those measures introduced or amended recently
that have reached our office.

We are including only those bills or constitutional amendments that we feel
are of importance to you as an assessor. Bills concerning the functions

of the tax collector, auditor, and other county or special district officials
will usually be excluded.

. Copies of bills and amendments introduced may be obbained by placing orders
with the Legislative Bill Room (State Capitol, Room 1149, Sacramembo, 9581%).

ASSEMBLY BILLS

No. 7 - Amended January 26, 1978 (First Extraordinary Session)

An act to amend Sect:l.ons L4181} and 84772 of, and to add Sections 41815
and 84773 to, the Education Code, to amend Section 16113 of, and to repeal
Section 29100.5 of, the Government Code, and to amend Sections 219, 17063,
17687, 18161, 23151, 23184, 23186, 23400, 23401, 23501, 24,378, and 2,833 of,
and to add Sections 17064.8, 17154.5, 18151, 18152, 18153, 18162, and 23401.1
to, and to repeal Sections 635k, 6359.k, 6395 5, 6383, 6395, 18152, and
18162.5 of, the Revenue and Taxstion Code, relating to taxation, making an
appropriation therefor, and declaring the urgeney thereof, to take effect
immediately.

Under existing law, 50% of the assessed value of business inventories is
exempt from property taxation. Procedures have been established for computing
revenue losses caused by such exemption, and the state reimburses emtities of
local government in full for the amount of such losses.

This bill would increase such exemption to 100% of the assessed value of
business inventories for the 1978-79 fiscal year and thereafter.

Under existing law, local agencies receive a subvention from the state for
revenues lost by reason of the exemption of such property through a continuous
appropriation of money from the General Fund to the Controller to make such
subventions. Any increase in such exemption affects the' continuing appropriation.
‘ This bill would increase the property tax exemption from business inventories,
would affeet the subventions to local agencies and would thus affect the .
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continuing appropriation for such purpose. This bill would also limit the
amount of such state subventions.

Existing California Sales and Use Tax Law imposes a state sales or use
tax on the sale or use of tangible personal property in the state, unless
sale or use is exempted from such tax.

Moreover, counties, cities, and certain transit districts are authorized
to impose local sales and use taxes in conformity with the state's taxes.
Exemptions from state sales and use taxes enacted by the Legislature are
automatically incorporated into the local taxes.

This bill would eliminate the exemptions on gold and silver bullion,
certain vending machine items, dry ice for shipping and packing, and certain
cargo containers, presently exempted under the Sales and Use Tax Law, thus
subjecting such items to sales and use tax.

Under existing law, "items of tax preference" are defined as excess
investment interest, certain deductions for depreciation, depletion allowances,
stock options, capital gains, and reserves for bad debts, as computed for
purposes of the Personal Income Tax Law or the Bank and Corporation Tax Law.
Under such laws, items of tax preference are not included for purposes of
computing the normal taxes, but such items are subject under both laws to
a special minimum tax. Personal income is taxed at graduated rates ranging
from 0.5% to 5.5% of preference income. Bank and corporation preference
income is taxed at 2.5% after a $30,000 exclusion.

This bill would increase the bank and corporation tax rate on preference
income to L4.5% and eliminate the $30,000 exclusion. The bill would also add
as an "item of tax preference" under both the personal and bank and corpora-
tion tax laws excessive intangible drilling and development costs of oil and
gas wells.,

Under existing law, a taxpayer is allowed a deduction for the depletion
of mines in computing the regular taxes. The depletion allowance may be based
on either the cost of the property or a percentage of the gross income of
the property.

The depletion allowance is a variable percent of the gross income of
the mines, depending upon the natural resocurce mined, excluding from such
gross income an amount equal to certain renmts and royalties.

This bill would limit the total accumulated depletion allowance from
mines to the adjusted cost of the taxpayer's interest in the property which
is subjJect to recovery for depletion, except for the first $1,500,000 of
depletion allowance per year.

Existing tax laws permit expenditures for research and experimental
expenditures to be totally deducted in the year in which they were paid or
incurred.

This bill would require that such expenditures be capitalized and the
deduction amortized over a period of years.

Under the California Personal Income Tax Law, specified percentages of
the gains from the disposition of capital assets, as defined, are included
in gross income, for purposes of computing taxable income. Such percentages
are determined according to the length of time such capital asset was owned
by the taxpayer prior to such disposition.
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This bill would revise the method of computing the percentage of gain

or logss from the disposition of capital gains which shall be included in
income, and would authorize certain taxpayers to elect to exclude gain from
the disposition of their residence from income, if the taxpayer owned such
residence for 5 years or more st the time of such disposition.

The bill would take effect immediately as an urgency statute.

No. 8 = Jamuary 18, 1978 (First Extraordinary Session)

An act to amend Section 218 of the Revenue and Taxation Code, relating
to the homeowners' property tax exemption, and making an appropriation
therefor.

Under existing law, the homeowners' property tax exemption is in the
amount of $1,750 of the assessed value of qualified dwellings, and state funds
are continuously appropriated to compensate local governmental entities for
property tax revenues lost by reason of such exemption.

This bill would increase the homeowners' property tax exemption to
$2,500 of the assessed value of qualified dwellings for the 1978-1979 fiscal
year and would change such exemption in fiscal years thereafter, but not below
$1,750, according to a formula based on average percentage changes in state-
wide assessed valuation. The proposed changes in the homeowners' property tax
exemption would also have the effect of altering the existing continuous
appropriation.

No. 9 - January 18, 1978 (First Extraordinary Session)

An agct to add Section 2216.2 to the Revenue and Taxation Code, and to
amend Sections 11403, 11450, 1145), 15200, 15203, 15204.2, 15205, 16120, 17000,
17001, 17006, 17106, 17107, 17109, 17111, and 17300 of, to add Section 17411
to, to repeal Sections 14150, 14150.5, and 17005 of, and to repeal Article 9
(commencing with Section 12400) of Chapter 3 of Part 3 of Division 9 of, the
Welfare and Institutions Code, relating to welfare.

Under existing law, the counties pay a specified annual share of the cost
of the California Medical Assistance Program (Medi~Cal) and the State Supple-
mentary Program for the aged, blind, and disabled (SSP). The share is adjusted
annually and is based on the county's taxable assessed value of assessed
property.

Under the Aid to Families with Dependent Children program (AFDC), the
counties pay 32.5% of the aid grants and 50% of the nonfederal administrative
costs of the program, with specified exceptions. Under the Aid to the
Potentially Self-Supporting Blind program (APSB), the counties pay only the
edministrative costs.

Counties are also obligated to relieve and support all residents who
are incompetent, poor, indigent, or incapacitated when such persons lack other
means of support.

This bill would provide for state assumption of 211 county costs of
Medi-Cal, SSP, AFDC, APSB, and county general relief and support programs.,
County general relief and support programs would be administered by the
counties under the direction of the State Department of Social Services and
the department would set standards of aid and care for the programs.
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"~ The bill would also reduce the maximum property tax rate which can be
levied by a county for general purposes by that amount which the county would
have been obligated to spend to support state-mandated public social services
and the county's general assistance program if this bill had not been enacted.

No. 11 — January 25, 1978 (First Extraordinary Session)

An act to amend Section 16113 of, to add Section 29100.5 to, and to
repeal Section 29100.5 of, the Government Code, to amend Sections 219, 2229,
and 2266 of, to add Section 219 to, and to repeal Section 219 of, the Revenue
and Taxation Code, relating to taxation, and making an appropriation therefor.

(1) Existing law exempts from property taxation 50% of the assessed
value of business inventories.

This bill would increase such exemption in specified increments, annually,
until 100% of the assessed value of business inventories is exempted from
taxation for the 1980-1981 fiscal year and fiscal years thereafter.

(2) Under existing law, local agencies are reimbursed by the state for
property tax losses due to the business inventory exemption. An amount
sufficient to mske such reimbursements is continuously appropristed from the
General Fund to the Controller for such purpose. The Controller is mandated
to reimburse local agencies pursuant to claims for such revenue losses which
are submitted by each county auditor.

This bill would limit the amount of tax revenue losses each county may
claim to an amount not to exceed the amount of tax revenue losses claimed ‘

for the 1977-1978 fiscal year, adjusted by an inventory adjustment factor, as
defined.

No. 130 — Amended January 26, 1978

An act to amend Section 228 of, and to add Part 5.8 (commencing with
Section 11125) to Division 2 of, the Revenue and Taxation Code, and to amend
Sections 9853, 9855, and 9860 of the Vehicle Code, relating to vessel taxes,
and meking an appropriation therefor.

Under existing law, undocumented vessels using the waters of this state
are required to be registered and currently numbered. Noncommercial vessels
of more than $400 market value are generally subject to personal property
taxation. ‘

This bill would impose a personal property tax of 2% of market value
for the privilege of operating noncommercial vessels more than $1,000 in value
and all other vessels which are subject to registration upon the waters of
this state, which would be in lieu of all taxes according to value levied
for state or local purposes on vessels of a type subject to registration
under the Vehicle Code. The bill would also increase the property tax
exemption of vessels to vessels of market value of $1,000 or less.

This bill would further specify that it does not apply to commercial
and oceanographic research vessels, as defined. The bill would also increase
application and certificate fees for specified vessels.

This bill would appropriate the revenues from such provisions for
specified state and local purposes and would appropriaste an unepeeified amount
the sum of $5,400,000 from the General Fund to the State Controller for

reimbursement to local sgencies for property tax revenues lost because of o
this act.
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The bill would further provide that there shall be no other appropria-

tion, review, or reimbursement to local agencies or school districts for
costs incurred by the bill for a specified reason.

No. 955 - Amended January 26, 1978

An act to amend Section 205.5 of the Revenue and Taxation Code, relating
to taxation.

Under existing property tax law, property which is owned by a disabled
veteran, or an unmarried surviving spouse of a disabled veteran, as his or
her principal place of residence, is exempt from taxaztion on that part of
assessed valuation of the residence which does not exceed $10,000.

This bill would increase the allowance exemption to $15,000 for other—
wise eligible persons whose incomes do not exceed specified amounts.

The bill would also require the Controller to report the amount of
claims of local agencies for state reimbursement of property tax revenues lost
as a result of this enactment.

No. 1531 - Amended January 24, 1978

An act to amend Sections Siffs~s 34080, 54797.2, 54900, 54901, 54902.5,
56004y 56009y 56039y 56009, 56438, 56453, 56454, 56456, and 56457 of, to
add Section 54902.2 to, and to repeal Sections 34080y 34081y 34081 and 56452
of, the Government Code, relating to local agencies, and declaring the urgency
thereof, to take effect immediately.

(1) Existing law contains various provisions which have been superseded
by more recent enactments relating to the documents required to be filed
regarding incorporations and changes ef beundewies edbties in the boundaries
of ecities.

This bill would repeal such existing provisions.

£33 (2) Under existing law there are occasions when a new district may
be formed without election or by a resolution confirming an order for the
formation of a new district after confirmation by the voters.

This bill would require the executive office of the local agency formation
commission to file a certificate of completion, as specified, with the county
recorder after determining that such distriet formation is in compliance
with its resolution making such determinations.

(3) Under existing law, when there is a change of boundaries affecting
the tax assessment boundaries of a city or district, as specified, the city
or district is required to prepare a statement of such change and forward
it to the appropriate tax or assessment levying authority.

This bill would modify the contents of such statement and would provide
that filings by the executive officer of the local agency formation commission,
as specified, would satisfy the above requirement.

(4) Under existing law the organization or reorganization of a district
is complete from the date of filing of the certificate of completlon with the
Secretary of State. Furbheormovey speeiel accessment dicbuiebs “and 3
dicbuichs ave ewoluded fwom Lhe Dishuiet Reongeniwebion dot of 1965 puresuent
4o Slbebing dowe

This bill would designate the completion date of such organization or
reorganization as the time of the execution of the certificate of completion.
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No. 1625 - Amended January 26, 1978

An act to amend Sections.51201, 51231, 51232, 51233, 51238, 51238.5,
51244..5, and 51251 of, to add Sections 51205.1, 51281.1, and 51283 to, and
to repeal Section 51283 of, the Govermment Code, and to amend Section 423
of the Revenue and Taxation Code, relating to agricultural landsy ond maldng
en appropriabion btherelfony ’

(1) Existing law includes within the definition of “agricultural preserve"
compatible uses as designated by a city or county.

This bill would delete that portion of the definition and would permit
land within a scenic highway corridor to be included within a preserve under
certain conditions.

(2) where the boundaries of a preserve are changed, existing law requires
notice to adjacent owners.

This bill would require such notice to owners of land under contract
within 1 mile of the exterior boundary of the land to be removed from the
preserve and would also require such notice to be published.

(3) Existing law requires specified notice be given when a preserve is
established.

This bill would require notice as well when a preserve is disestablished,
altered or changed.

(4) Existing law permits a county board of supervisors to indemnify a
landowner who permits his property to be used for free public recreation.

This bill would so authorize a city council.

(5) Existing law provides that where the initial term of a contract is
for 20 years or more, a provision may be included which would automstically
extend the term of the contract under certain conditions.

This bill would reduce the initial term necessary for such a contract
to 10 years.

) Existing law specifies conditions under which suit may be brought to
enforce a contract.

This bill would suthorize other actions to be brought.

(7) Currently, the board of supervisors of a county or the city council
of a city may cancel any contract entered into between a landowner and the city
or county, as the case may be, to preserve agricultural land. .A fee is
charged to meke such a cancellation, representing deferred taxes upon cancel-
lation.

This bill would change the manner of determining the amount of such
cancellation fee and provide for a walver of the fee or any portion of it
after a finding by the board or council that it would be in the public”
interest.

(8) BExisting law provides formulas to be used when assessing land which
is enforceably restricted by comtract. ;

This bill would change a portion of such formila. It would also provide
for an applicstion fee for a petition to cancel a contract.

(9) This bill would epprepsieie an uncpeoifioed cum of meney fwem the
Shabe Genewal Fund to the Conbrodder fov eldeestbiern Lo loool sgensies punsuaens
$o Seetden 333L of tho Rovernue and Temnebion Sedew make no appropriation to
reimburse local agencies for costs incurred by them under the bill for a
specified reason.



TO COUNTY ASSESSORS ~7= February 3, 1978

ASSEMBLY BILLS (Contd.)

No. 1900 ~ Amended January 25, 1978

An sct to add Chapter 2.4 (commencing with Section 16125) to Part 1 of
Division 4 of Title 2 of, to add Sections 29100.8 and 51245.5 to, and to add
Title 7.9 (commencing with Section 68000) to, the Government Code, and to add
Sections 402.3 and L02.4 to the Revenue and Taxstion Code, relating to
agricultural lands,

Existing law contains various provisions under which agricultural land
may be enforceably restricted to agricultural, open-space and compatible
uses and be taxed according to its value as restricted.

This bill would in part enact the Prime Agricultural Lands Preservation
Act. The act would create, as an agency of the state, the Agricultural
Resources Council, with specified membership. The council would be required
to adopt and provide for each city and county advisory guidelines to assist
such cities and counties in preparing local sgricultural resources programs,
along with a map delineating the prime agricultural lands within each respective
Jurisdiction.

The bill would also provide that all lands designated as prime agricultural
land in a local agricultural resources program which has been certified by the
Agricultural Resources Council shall be deemed enforceably restricted within
the meaning of the California Constitution.

The bill would also require that land so restricted be assessed for
property taxation by the capitalization of income method based on restrictions
imposed on the use of the land. It would also prowide for reimbursement to
local agencies for the loss in ad valorem property taxstion, as defined, due
to the restrictions placed on agricultural land under this bill.

The bill would also provide that there be no reimbursement for state-
mandeted local costs.

No. 2023 -~ Amended January 26, 1978

act to amend Sections 6443, 6501, 6531, 6550, 6570, 6571, and 6631
of, to add Sections 6505 and 6530.5 of, and to repeal Section 6505 of, the
Streets and Highways Code, relating to the Improvement Act of 1911, and
declaring the urgency thereof, to take effect immediately.

(1) Under the Improvement Act of 1911, the treasurer is required to send
a card, not later than April 1lst and October lst, to the owner of property
for which assessments are delinquent stating the amount due and the date
when psyment is due from him on the assessment and stating that, the payment
is subject to penalty if not paid on or prior to the due date.

The bill would require the card to include, in English and Spanish in
1l)p—-point boldface type, stating that the property will be sold if the assess—
ments are not paid and that the assessments are not related to property tax.

(2) Under the act, the treasurer is required to send a notice of sale
to any owner of property to be sold for nonpayment of assessment.

The bill would require that the notice include, in English and Spanish
in li~-peint boldface type, a warning that the property will seon be sold
unless payment is made. The telephone number of the foreclosure c¢lerk at the
treasurer's office would be included in the notice.

(3) Under the act, the day specified in the notice of sale may net be
less than 30 days from the date of the first publication of the notice.

At least 15 days prior to the sale, the treasurer is required to send a
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copy of the notice to the bondholder and to the property owner as shown on
the last equalized roll and the person to be shown as the owner on the next
roll.

The bill would revise the above periods to 45 days and 30 days respectively.

The treasurer would be required to send, with the copy of the notice of
sale, to the property owner and such person another notice in English and
Spanish in ll~point boldface type, stating that the treasurer has arranged
to sell the property at a specified date unless the delinquency debt is paid
by that dste. The telephone number of the foreclosure clerk would be ineluded
in the second notice.

(4) Under the act, the owner of any property sold for nonpayment- of
asgessment may redeem the property within 12 months from the date of sale or
before application by the purchaser for a deed.

The bill would require the treasurer, within 10 days of the issuance of
a certificate of sale, to send by first-class mail to the owner of the property
as shown on the last equalized assessment roll and the person to be shown
as the owner on the next roll a notice, in English and Spanish in 1A~point
boldface type, stating that the property was sold for failure te pay for the
improvement, but that there is still at least 11 months to make the necessary
payment to save the property. The telephone number of the foreclosure clerk
would be included.

(5) Under the act, redemption of property may be made by payment to the
treasurer of an amount which, among other things, includes the purchase money.

The bill would require the amount for redemption to include, among other
things, the amount due on the bond rather than the purchase money.

(6) Under the act, the purchaser of the property is required, at least
30 days prior to the expiration of the time of redemption or 30 days before
his application for a deed, to request the treasurer to send, by certified
mail, to the property owner a notice stating the intention of the purchaser
to apply for a deed. The treasurer is required to mail or post the notice by
such 30-day period.

The bill would increase the above periods from 30 days to 60 days.

The bill would also require the notice to state, in English and Spanish
in 14~point boldface type, that the property has been sold, but may be saved
by paying what is owed by a specified date. The notice would include the
telephone number of the foreclosure clerk.

(7) Under the act, the purchaser, within 60 days of the purchase of
property for delinquency, may send to the person to whom the property is
assessed for taxation as shown on the last equalized assessment roll and to
the legal owner as shown in the recorded deed a copy of the certificate of
sale by registered mail. If a copy is so sent, no action may be commenced
to attack the validity of the sale aftter 1 year of the date of sale.

The bill would require that the copy of certificate of sale be sent by
first—class mail also and would bar any such action 1 year after the date of
mailing the copy. The bill would require that a notice be semt also. The
notice would be in English and Spanish in 1li-pgoint boldface type stating that
the property has been sold for nonpayment of assessments and that the validity
may be contested within 1 year of the date of the mailing of the notice.
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Under the act, any action contesting the validity of a deed issued
for the purchase of property becsuse of nonpayment of assessment, or the
validity of the proceedings subsequent to the issuance of the certificate
of sale, is required to be brought within 6 monmths after the issuance of the
deed. i

The bill would extend the above period to 12 months.

(9) Under the act, the treasurer is required to reinstate any delinguent
bond upon payment to him of all prineipal and interest coupons delinguent at
the time of reinstatement together with enumerated penalties and costs.

The bill would authorize the treasurer also to collect $3 for ascertain-
ment of the name and address of the property owner in such a case.

(10) The bill would provide that neither appropriation is made nor
obligation crested for reimbursement of any local agency for any costs incurred
by it pursuant to this bill for a specified reason.

(11) The bill would take effect immediately as an urgency statute.

No. 2240 - January 16, 1978

An act to add Section 25898.5 to the Public Utilities Code, relating to
transit districts, and declaring the urgency thereof, to take effect immediately.

Under the Transit District Law, the Alameda-Contra Costa District is
authorized to levy an ad valorem tax.

This bill would require that a portion of such tax levied for the 1977-78
fiscal year be used by the district to reduce the ad valorem tax for the 1978-
79 fiscal year. That portion of the tex revenues required to be so used
would be that smount equal to the tax revenues times the ratio of the number
of days the current strike against the district comtinues beyond January 13, 1978,
during the 1977-78 fiscal year to 365 or that amount in excess of the bond pay—
ments required to be made during that fiscal year, whichever amount would be
less.

The bill would take effect immediately as an urgency statute.

No, 2265 - January 19, 1978

An act to amend and repeal Section 227 of the Revenue and Taxation Code,
relating to taxation, and making an appropriation therefor.

. Under existing property tex law, a documented vessel is assessed at 1%

of its full cash value, from the lien date in 1975 to the lien date in 1979,
inclusive, if it is engaged or employed exclusively in carrying or transporting
7 or more people for hire for commercial passenger fishing purposes.

Existing law also provides procedures for claims to be submitted by units
of local government for reimbursemertt of property tax revenues lost as a
result of such provision from funds continuously appropriated to ‘the Controller
for such purposes.

This bill would eliminate the 1979 termination date for the above
assessment provision for such documented vessels and would affect the contin-
uing appropriation.
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No. 2275 - January 19, 1978

An act to amend Section 16113 of the Government Code, and to add Section
219 to, and to repeal Section 219 of, the Revenue and Taxation Code, relating
to taxation.

Under existing law, 50% of the assessed value of business inventories is
exempt from property taxation. Procedures have been established for computing
revenue losses caused by such exemption, and the state reimburses entities
of local government in full for the amount of such losses.

This bill would exempt business inventories from property taxation on and
after the lien date in 1979.

Under existing law, local agencies receive a subvention from the state
for revenues lost by reason of the exemption of such property through a contin-
uous appropriation of money from the Genersl Fund to the Controller to make
such subventions. Any increase in such exemption affects the continuing
approprigtion.

This bill would inerease the property tax exemptlon for business inven-
tories, would affect the subventions to local agencies and would, thus, affect
the continuing appropriation for such purpose.

ASSEMBLY CONSTITUTIONAL AMENDMENT

No. 27 - Amended January 23, 1978

A resolution to propose to the people of the State of California an
amendment to the Constitution of the state, by amending Section 1 of, by
amending and renumbering Section 33 of, and by adding Section 33 to, Article
XIIT thereof, relating to taxation.

Existing provisions of the Constitution provide that all property is
taxable unless otherwise provided by the Constitution or the laws of the
United States, and exempt from taxation $7,000 of the full value of a dwelling
occupied by an owner as his or her principal place of residence and authorizes
the Legislature to increase such exemption.

This measure would, additionally, exclude from taxation the cost of
substantial improvements, as defined, to property qualifying for the home-—
owners' property tax exemption until such property is transferred and specifies
the procedure for claiming such exclusion.

SENATE BILLS

No. 1 - Amended January 27, 1978 (First Extraordinary Session)

T An act to amend Sections 16121, 16122, 29100.6 and 29100.7 of, to add
Sections 16120 and 16123 to, and to repeal Section 16120 of, the Government
Code, to amend Sections 109, 218, 17041, 17062, 17062.1, 17204, and 20561 of,
to add Sections 109.7, 253.5, 2268, 2269, 2610.8, 6379, 10771, 17042.5,

18417, 19353, and 20544 to, and to add Part 16 (commencing with Section 36001)
to DPivision 2 of, and to repeal Sections 253.5, 17053.5, and 205L) of, the
Revenue and Taxation Code, relating to support of government, ‘and making an
appropriation therefor.

- (1) Existing law authorizes homeowners to claim the homeowners' property

tax exemption, which would continue in effect until such time as the eligibility
is lost.
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This bill would exempt a homeowner's dwelling, as defined, and would
require that such homeowner submit to the assessor an affidavit giving
specified information. )

(2) Under existing law, the homeowners' property tax exemption is in
the amount of $1,750 of the assessed value of qualified dwellings, and the
exemption is applied first to the structure and the excess, if any, is applied
to the land on which the structure is located. State funds are continuously
appropriated from the State General Fund to compensate local governmments in
full for revenues lost by reason of such exemption.

This bill would, instead, exempt a specified percentage of the assessed
value of the dwelling, not to exceed specified amounts of the assessed value
of any dwelling for the 1978-79 fiscal year and fiscal years thereafter.
Claims for reimbursements for property tax losses caused by such exemption
would be limited to the amount of revenue losses for the 1978-79 fiscal year,
adjusted by inflation and population change factors.

The bill would also provide that state reimbursements to local govern-
mental entities for revenues lost by reason of the homeowners' property tax
exemption would be paid from the Householders Reserve Fund, which the bill
would create, instead of the State General Fund, and would require the
Controller to annually transfer to the new fund the amount presently paid in
such reimbursements, as changed by the inflation adjustment factor. A
specified portion of the money in such fund would be transferred to the Home
Buyers Fund, created herein, and appropriated to the Controller to make loans
to qualified home buyers. ’

(3) Under existing law, counties are required to mail a county tax bill
or a copy thereof to each assessee or fee owner of property on the secured
roll, except when the computation of taxes results in a zero amount.

This bill would require counties to mail & tax bill and copy thereof of .
2 copies of such bill to the assessee or fee owner of property granted the
homeowners' property tax exemption, as well as a notice that a copy of such
bill must be filed with the assessee's or owner's state personal income tax
return.

(4) Under existing law, with minor exceptions, the maximum basic property
tax which a local agency may levy is the rate which the agency levied in either
the 1971-72 fiscal year, at the option of the governing body; or an alternative
megthod of determining the local agency's maximum rate may be used which takes
into consideration increases in the cost of living and the local agency's
population in excess of the increase in the local agency's assessed value.

This bill would provide that the maximum property tax rate which may be
levied on residential property, as defined, by a city or coumty, with certain
exceptions, is the rate which produces the amount of property tax revenue
which would be received by the agency in the 1977-78 fiscal year adjusted by
a percentage equal to the percentage change in population of the city or
county and the percentage change in the cost of living.

(5) Existing law requires that all taxable property be assessed at the
same percentage of fair market value.

This bill would provide that the assessed value of all residential
property, as defined, shall not exceed the value at which such property
would be assessed at for the 1977-78 fiscal year, adjusted by a percentage
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equal to the percentage change in population of the agency and the percentage
change in the cost of living.

(6) Under the existing Personal Income Tax Law, the state imposes a
graduated income tax on individuals according to 2 schedules, 1 for heads
of households and 1 for other persons.

This bill would impose a 20% surtax on heads of households and other
persons who were granted or qualified for the homeowners' property tax exemption
during the taxable years, commencing with taxable years beginning after
December 31, 1977. Revenues derived from the surtax, and certain general
income tax revenues, with specified exemptions, would be transferred to the
Householders Reserve Fund.

(7) Bxisting law requires persons with incomes above specified amounts
to file personal income tax returns.

This bill would require the Franchise Tax Board to cause to be printed
in a prominent place on appropriate returns a notice that a copy of the county
tax bill must be included, but the failure to make such enclosure would not
invalidate the return or cause the imposition of any penalty. Based on the
information in the returns and on the county tax bills; the Franchise Tax
Board would be required to report to the Legislature, as soon as is feasible,
on any recommended changes in the surtax imposed on persons granted the home-
owners' property tax exemption during the taxable years.

) Existing California Sales and Use Tax Law imposes a state sales or '
use tax on the sale or use of tangible personal property in the state, unless
such sale or use is exempted from such tax. There is no provision exempting
from such tax the sale of, or use of, trailer coaches which are used as the
principal place of residence by the purchaser of such trailer coach.

Moreover, counties, cities, and the San Francisco Bay Area Rapid Transit
District are authorized to impose local sales and use taxes in conformity
with the state's taxes. Exemptions from state sales and use taxes enacted
by the Legislature are automatically incorporated into the local taxes.

Section 2230 of the Revenue and Taxation Code provides that the state
will reimburse counties and cities; but not the San Francisco Bay Area Rapid
Transit District, for revenue losses caused by the enactment of sales and use
tax exemptions.

This bill would exempt from state and local sales and use taxes the gross
receipts from, or the storage, use, or other consumption in this state of
trailer coaches which are used as the principal place of residence by the
purchaser of such trailer coach and which qualify for the homeowners' property
tax exemption and would meke the purchaser liable for the payment of tax
‘measured by the sales price, if, after certifying in writing to a retailer
that such trailer coach would be used in an exempt manner, the purchaser uses
such trailer coach for a nonexempt purpose.

This bill also makes an appropriation in an unspecified amount to the
Controller from the State General Fund to make the reimbursements to counties
and cities specified in Section 2230 of the Revenue and Taxstion Gode.

(9) Under the existing Personal Income Tax Law, a credit against income
tax liability is granted to qualified renters in the amount of $37. In the .
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event that the amount of such credit exceeds a qualified renter's income tax
ligbility, the excess is paid to him.

This bill proposed to repeal such personal income tax credit and to
authorize renters to claim property tax assistance, based on income, according
to the amount of property taxes which exceed a specified threshhold amount.

(10) Existing Personal Income Tax Law authorizes the deduction of certain
taxes paid or accrued during the taxable year in computing taxable income.

This bill would specify that the tax imposed on property granted the home-
owners' property tax exemption and imposed at the time of sale or conversion
of use of such property may be deducted in computing taxable income.

(11) Existing state law does not impose a tax on transfers of real
property but authorizes counties and cities to impose such taxes.

This bill would impose a tax, commencing January 1, 1977, on property
granted the homeowners' property tax exemption for the 1977-78 fiscal year
or any subsequent fiscal year. Such tax would be imposed at the time of sale
or conversion of use of such property. The tax would be administered by the
State Board of Equalization and would be collected by county recorders.

(12) Existing law continuously appropriates money from the State General
Fund to compensate local govermments for property tax revenues lost by reason
of the homeowners' property tax exemption.

This bill, by altering the amount of such exemption and method of comput-—
ing reimbursements therefor, would alsoc have the effect of changing the
existing appropriation. ’

(13) This bill will become operative only if Senate Constitutional
Amendment No. 1 of the 1977-78 Regular Session is approved by the voters and
certain federal law is enacted; in which case, the bill would become operative
as specified therein.

This bill would provide that the state will not reimburse any local agency
for costs incurred by it under the bill.

Finally, this bill would take effect immediately as an urgency statute,
but its operative effect would be contingent.

No. 3 - Amended January 19, 1978 (First Extraordinary Session)

An act to amend Section 16113 of the Government Code, to amend and repeal
Section 219 of, and to add Section 219 to, the Revenue and Taxation Code,
relating to texation, and making an appropriation therefor.

Under existing law, 50% of the assessed value of business inventories
is exempt from property taxation. Procedures have been established for
computing revenue losses caused by such exemption, and the state reimburses
entities of local govermment in full for the amount of such losses.

This bill would increase such exemption in 5 equal increments, until
100% of the assessed value of business inventories is exempted from property
taxation for the 1983-198) fiscal year.

Under existing law, local agencies receive a subvention from the state
for revenues lost by reason of the exemption of such property through a
continuous appropriation of money from the General Fund to the Controller to
make such subventions. Any increase in such exemption affects the continuing
approprigtion.
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This bill would increase the property tax exemption for business inventories
would affect the subventions to local agencies and wculd thus affect the con—

tinuing appropriation for such purpose. This bill would also limit the amount
of such state subventions.

No. L - Amended January 26, 1978 (First Extraordinary Session)

An act to amend Section 16113 of, to add Section 29100.5 to, and to
repeal Section 29100.5, of the Government Code, to amend Section 2229 of, and
to amend, add, and repeal Section 219 of, the Revenue and Taxation Code,
relating to taxation, and making an appropriation therefor.

Existing law exempts from property taxation 50% of the assessed value of
business inventories.

This bill would exempt business inventories from taxation for the 1979-
1980 fiscal year and fiscal years thereafter.

Under existing law, local agencies are reimbursed by the state for property
tax losses due to the business inventory exemption. An amount sufficient to
maeke such reimbursements is continuously appropriated from the General Fund to
the Controller for such purpose. The Controller is mandsted to reimburse
local asgencies pursuant to claims for such revenue losses which are submitted
by each county auditor.

This bill would limit the amount of tax revenue losses each county may
claim to an amount not to exceed twice the amount of tax revenue losses claimed

for the 1978-1979 fiscal year, adjusted by an inventory adjustment factor, as .
defined.,

No. 5 -~ Amended January 31, 1978 (First Extraordinary Session)

An act to amend Section 27421 of the Government Code, and to amend Sections
226, 2265, 2305, 2306, 2307, 2308, 2309, 2325, 2325.1, 11402, 11403, 17053.5
and 38202 of, to add Sections 37, 253.6, 401.6, 1603.5, 2187.5, 2261, 2263,
2610.6, and 2615.6 to, to add Part 10.6 (commencing with Section 21000) to
Division 2 of, to add Division 3 (commencing with Section 50000) to, and to
repeal Sections 2261, 2262, 2263, 2263.1, 2263.2, 2266, and 2267 of, the
Revenue and Taxstion Code, relating to taxation.

Existing law limits the maximum property tax rate which may be levied
by local agencies.

This bill would revise the method of computing maximum property tax
rates so that local agencies shall receive a specified amount of tax revenues.

The existing Homeowners and Renters Property Tax Assistance Law provides
a .system whereby persons 62 years of age or older are paid state funds
according to a schedule based on their household incomes paid, or deemed
to be paid on their homes. It also provides a program for the postponement
of property taxes by homeowners 62 years of age and older based on a house-
hold inceme of $20,000 or less, as adjusted by an inflation adjustment factor.

This bill would provide for property tax assistance payments to any
qualified homeowner regardless of age based on 30 65% of the differential
between the property taxes pald for the 1974~1975 fiscal year and the fiscal
year for which assistance is claimed. Such assistance would be limited to

$1,000. The program would apply to claims for assistance for the 1978-1979,
1979-1980 and 1980-1981 fiscal years only. .
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Existing personal income tax law grants to qualified renters a refundable
credit of $37 against income tax liability.

This bill would increase the amount of such credit to $74 for taxable
years beginning after December 31, 1977, and ending before January 1, 1981,

Existing law does not limit the amount of revenues collected by the State
of California.

This bill would set a state revenue limit which is increased annually
by the percentage increase in California personal income and would provide
for any excess revenues to be allocated for specified purposes:

The bill would specify that it does not mandate any costs to local
agencies or school districts as a result of its provisions.

The local revenue limit provisions would only become operative if Senate
Constitutional Amendment No. 6 of the 1977-78 Regular Session is approved by
the voters.

This bill would be repealed on June 7, 1978, unless the proposed constitu~-
tional amendment know as the "Jarvis-Gann Initiative" is rejected by the
voters.

No. 11 - January 24, 1978 (First Extraordinary Session)

in act to add Section 27421 to, and to repeal Section 27421 of, the
Government Code, and to amend Sections 218 and 2271 of, to add Sections 2266
and 2268 to, and to repeal Section 2266 of, the Revenue and Taxation Code,
relating to property taxation, and making an appropriation therefor.

1. Under existing law, county assessors assessing property for other
local taxing Jurisdictions, are required, upon request, except for school
districts, to furnish not later than May 15th of each year an estimate of the
agssessed value of property within any such jurisdiction for the succeeding
fiscal year.

This bill would prohibit county assessors from furnishing such estimates
prior to the delivery of the local roll to the auditors, and expresses the
legislative intent that each local taxing jurisdiction adopt its budget with-
out regsrd to the estimated change in the size of the jurisdiction's total
assessed valusation.

2. Under existing law, the homeowners' property tax exemption is in the
amount of $1,750 of the assessed value of qualified dwellings. State funds
are continuously appropriated to compensate local government for property tax
revenues lost by reason of such exemption.

This bill would increase such exemption, commencing with the 1979-1980
fiscal year, to $10,000 of the full value ($2,500 of assessed value) of
qualified dwellings, as adjusted by an appreciation factor and a residence
factor, as defined. This would also have the effect of increasing the exist-
ing continuous appropriation.

3. Under existing law, procedures are established to conmtrol local
agencies when computing their maximum tax rates.

This bill would revise such procedures. .

L. This bill would also provide that, if the required percentage change
of payment by a county to the state for the state supplementary program for
the aged, blind and disabled and Medi-Cal exceed the percentage-change of
county property tax revenue, the county shall pay to the state only that
amount paid in the prior fiscal year adjusted by the percentage change of
property tax revenue.
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No. 193 - Amended January 26, 1978

An act to amend Sections 16142, 51201, 51238, 51243, 51243.5, and 65302
of, to add Section 51245.5 to, to add Chapter 6 (commencing with Section 16180)
to Part 1 of Division 4 of Title 2, of, and to add Title 7.9 (commencing with
Section 67800) to, and to repeal Section 16153 of, the CGovernment Code, and
to amend Section 402.1 of, and to add Section 402.3 to, the Revenue and Taxstion
Code, relating to agriculture, and making an appropriation therefor.

Existing law does not require a county or city general plan to include
an agricultural element.

This bill would require every city and every county, except San Francisco,
to prepare and adopt by May 1, 1980, an agricultural element for its general
plan for the comprehensive and long-range preservation and conservation of
commercial ggricultural land. It would specify the components of the plan,
and would provide an exemption for cities having only small smounts of agricul-
tural land.

This bill would require each county to establish, on or before January 15,
1979, an sgricultural preservation advisory committee to assist in the
prepargtion of the plan.

This bill would require the planning commission to submit the plan for
comment and review by the Office of Planming and Research.

The bill would establish an Agricultural Land Appeals Council at the
state level to consider appeals by the Office of Planning and Research concern-
ing only issues of statewide interest within the agricultural plan.

This bill would declare it the intent of the Legislature that any develop-
ment commenced or rights vested prior to the designation of any area as
commercial agricultural land shall not be limited or modified,

Existing law contains various provisions under which agricultural land
may be enforceably restricted to agricultural, open~space and compatible uses
and be taxed according to its value as restricted.

The bill would require that, if information concerning the sale of com-
parable restricted land is not available, commercial agricultural land which
ig so restricted be assessed for property taxation by the capitalization of
income method based on restrictions imposed on the use of the land.

This bill would appropriate $1,047,000 each year to the Controller for
allocation and disbursement to local agencies for costs incurred by them
pursuant to this bill. ’

The bill would also provide for the reimbursement of local agencies
and school districts for property tax revenues lost by them pursuant to this
bill through peyments out of the Agricultural Land Subvention Fund, which the
bill would create and to which the Controller would be required to transfer
$80,000,000 in both the 1978-79 and 1979-80 fiscal years to such fund from
the General Fund.

Amounts paid in reimbursement of such losses would be reduced by the
amounts, if any, paid in reimbursement for revenue losses incurred pursuant
to contrgets entered into pursuant to the Williamson Act.

No. 321 - Amended January 23, 1978
act to amend Section 15606 of the Government Code, and to amend
Section 1611.5 of the Revenue and Taxation Code, relating to taxation.
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Existing law requires the State Board of Equalization to prescribe rules

and regulations to govern local boards of equalization when equalizing the
assessment and taxation of property.

This bill would specify that the State Board of Equalization shall
prescribe uniform procedures for the consideration and adoption of written
findings of fact by local boards of equalization.

Existing law permits the county, under specified circumstances, to
impose a reasonsble fee to prepare findings and conclusions by the county
board of equalization at the conclusion of a hearing, such fee not to exceed
$10 per parcel.

This bill would provide that the applicable fee shall not exceed $10
per parcel or a total of $50 for findings on contiguous parcels or assess—
ments on the unsecured roll involving similar property and issues.

No. 1§§& - January 19, 1978

An act to amend Section 1603 of, and to add and repeal Section 1603.1
of, the Revenue and Taxation Code, relating to taxation, and declaring the
urgency thereof, to take effect immediately.

Existing law regarding property taxation states that reductions in assess-—
ments shall not be made unless spplications are filed before specified dates
within counties of specified classes of population.

This bill would provide for uniform dates on which applications are to be
filed for all counties, such provision to become operative on July 1, 197G.

The bill would also permit county boards of equalization in any county
for which the State Board of Equalization announced a final ratio of 18.2%
or less for the 1977-78 fiscal year to extend the period for filing applica-
tions respecting the 1977-78 fiscal year, such provision to be repealed on
January 1, 1979.

The bill would take effect immediately as an urgency statute.

SENATE CONSTITUTIONAL AMENDMENTS

No. 1 = Amended January 23, 1978

A resolution to propose to the people of the State of California an
amendment to the Constitution of the state, by amending subdivision (k) of
Section 3 and Section 25 of Article XIII; by adding Seetion 15 to Article
XI, and by adding subdivision (e) to Section L of Article XIII thereof,
relating to taxation. .

The existing Constitution provides that $7,000 of the full value of a
dwelling when occupied by an owner as his principal residence shall be exempt
from property taxation, and requires the Legislature to reimburse entities
of local government for property tax revenues lost by rsason of sueh
exemption.

This measure would authorize the Legislature to supersede all or any
part of the above exemption and would authorize the Legislature to exempt all
or any part of improvements constituting a dwelling and to provide for the
assessment of land on which such a dwedskdmg dwelling is situated in such
manner as the Legislature debtermines to be consistent with the exemption for
improvements, provided that the benefits shall not be reduced below $7,000
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of full value. If the Legislature acts on such authorization, the measure
would require that local governments be reimbursed for property tax losses
caused thereby.

The measure would also provide that comparable benefits, as caleulated
by the Legislature, shall be provided for renters or that staste taxes shall
be increased on homeowners in an amount sufficient to pay for the excess of
benefits granted homeowners over renters.

No. 1 — Amended January 25, 1978 (First Extraordinary Session)

A resolution to propose to the people of the State of California an
amendment to the Constitution of the state, by amending subdivision (k) of
Section 3 of, and by repealing Sections 21, 22, and 25 of Article XTII, and
by adding Article XTIIA thereto, relating to taxation.

The State Constitution does not presently limit the amount of tax
revenue that may be raised by local agencies. )

This bill would limit increases in total tax revenues of local agencies
to the percentage increase in the California Consumer Price Index.

No. 2% - January 25, 1978

resolution to propose to the people of the State of California an
amendment to the Constitution of the state, by adding Article XITIA, relating
to property taxation. )

The existing Constitution, with certain exceptions, provides that all
property is required to be assessed for property taxation purposes at a uniform
percentage of its fair market value and does not prescribe any limitation on
the amount of ad valorem tax that may be levied by local entities.

This measure would limit the ad valorem tax on owner—oceupied single
family dwellings or the portion of a multiple family dwelling occupied by
the owner of such portion to 1% of the full cash value of such property, would
prohibit the Legislature from imposing any new €axes on such property, and
would permit local entities to impose special taxes on such property by a
majority vote of the electors.

Sincerely,

;7. gm

Jack ¥F. Eisenlauer, Chief
Assessment Standards Division

JFE:sk
Enclosures



