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To COUNTY ASSESSORS: 

. VALUATION OF OPEN-SPACE PROPERTY 

Here is another in the series of letters concerning the implementation 
of Article XIII A of the Constitution. The enclosed questions and 
answers illustrate the proper valuation procedures to be followed 
when valuing properties restricted by Land Conservation Act (LCA) 
or Open-Space Easement Act Contracts. 

Please refer any inquiries or additional questions to John I&Coy 
of this division , , (916) 4-U-49= 

Sincerely, 

LUk 
Verne Walton, Chief 

Assessment Standards Division 

DOUGLAS D. BELL 
Execufive SecrefarY 

No. 78/ljl 

W:sk 
Enclosure 
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A. QUESTIONS & ANSWERS PERTAINING To 
TH?3 VALUATION OF OPEN-SPACE PFLOPERTIES 

1. QUESTION: What is the proper procedure for valuing restricted land 
which changes ownership subsequent to the base year date? 

ANSWER: The assessor should determine the annual income which is 
attributable to the land on the date of ownership change. 
This income should be capitalized using a capitalization 
rate which is a proration, to the date of ownership change, 
of the rates appropriate for the prior and subsequent lien 
dates. 

EXAMPLE: A parcel of agricultural land restricted by a LCA contract 
sold on May 15, 1977. The capitalization rate will be 
determined as follows: 

(1) ~~~7CaPitdlization rate (yield, risk, and taxes) - 
. 0 

(2) l$'z5apitalization rate (yield, risk, and taxes) - 
. 

(3) 9m75% + . _ [(10.25$ - 9.75%) x “iz ~~~~~] = 90854% 

2. QUESTION: What is the proper procedure for valuing agricultural land 
when a LCA contract was initiated subsequent to the base 
year? 

ANSWER: The assessor should determine the annual income which was 
attributable to land on the base year and capitalize it 
using a capitalization rate which was appropriate for the 
base year. 

3. QUESTION: What is the proper procedure for valuing land restricted 
by a ICA contract that is leveled subsequent to the base 
year? 

ANSWER: The assessor should determine the income attributable to 
the land improvement (leveling) and capitalize that income 
using a capitalization rate which is appropriate on the 
date the leveling is completed. The value attributable to 
the leveling should then be added to the factored value of 
the land. 
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4. QUESTION: What is the proper procedure for valuing a new well on 
property restricted by a ICA contract when the new well 
replaces an existing well of similar capacity and was 
constructed subsequent to the base year? 

ANSWER: There should be no change in the base year value when 
there is no increase in the property's income. In a 
case where additional income is attributable to the new 
well, this additional income should be capitalized using 
the rate appropriate on the date of completion. This 
value should be added to the factored base year land 
value. 

5. QTJlWf'ION: What is the proper procedure for valuing restricted land 
when a notice of nonrenewal has been filed? 

ANSW: The assessor should determine the factored base year full 
cash value of the land, as if it were not subject to an 
enforceable restriction, and subtract the factored restricted 
value from the factored unrestricted full cash value. Dis- 
count the difference for the number of years remaining until 
termination at the yield rate announced by the State Board 

. . of Equalization on the preceding September 1. This dis- 
counted value should be added to the factored restricted 
value. 

EXAMPLE: A notice of nonrenewal was filed for a LCA property in July 
1977 which was restricted in 1974 with no subsequent 
change in ownership. 

1975 unrestricted market land value factored 
to 1978 $288,000 

1975 restricted land value factored to 
1978 

c 197% Lien Date Value 

$16o,ooo + ($128,000 x .5439*) = $229,619 

*(PW of 1 for 9 years at 7%) 

6. QUESTION: what is the proper procedure for valuing restricted land 
when the restriction has been cancelled? 
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ANSWER: The county assessor should determine the full cash (market) 
value of the land for the base year as if it were not 
subject to an enforceable restriction and apply the 
appropriate inflation factor. This factored value should 
be used to calculate the cancellation fee. 
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