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The Honorable Speaker of the Assembly

The Honorable President pro Tempore of the Senate
The Honorable Members of the Senate and the

. Assembly of the Legislature of California

Members of the Legislature:

Your Joint Legislative Audit Committee respectfully submits the Auditor
General's report analyzing county property tax assessment practices
used in constructing the post-Proposition 13 tax assessment rolls. The
report also analyzes the fiscal impact of three options which the Task
Force on Property Tax Administration of the Assembly Revenue and
Taxation Committee developed to establish greater uniformity in tax
assessments.

The report identifies significant differences among counties in the
interpretation and implementation of Proposition 13. Additionally,

this study indicates that counties relied upon different appraisal cycles
and methodologies to construct their tax rolls in 1975-76, which was
designated as the base year for calculating tax assessments for properties
which have not realized changes in ownership or other alterations since
March 1, 1975. As a result of these factors and others, 1975-76 property
valuations ranged from 76 to 99 percent of full market value in 21 counties
surveyed. In some counties, these variations affected the 1978-79 tax
assessment roll.

Different practices in constructing both 1975-76 and 1978-79 assessment
rolls have created disparities in property valuations. For example,

a home with a full market value of $43,000 in 1975-76 could have a
1978-79 tax roll value of between $35,000 and $45,600, depending on a
county's interpretation and execution of Proposition 13's mandates.
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The Auditor General and his staff also found that parcels with new
construction were treated differently in different counties. In some
counties, only the new additions to a property were revalued while in
others the entire property was revalued. In yet another county, a
parcel's new construction was revalued only if it exceeded a certain
minimum value.

Implementation of any of the three Task Force options could achieve
greater uniformity in tax assessment practices. However, the revenue
impact of individual options ranges from an increase of $10.1 million in
property tax revenue to a decrease of $9.4 million within the twelve
counties analyzed.

This report should provide the Legislature and the public with valuable
and timely information about post-Proposition 13 assessment practices.
I commend it to you.

The auditors are Richard C. Mahan, Supervising Auditor; Robert T. O'Neill;
Eileen Kraskouskas; Samuel D. Cochran; Cynthia M. Hoffart; Dore C. Tanner;
Jacques M. Barber; Geraldine C. Heins; Lisa A. Kenyon; Harriet Kiyan;
James H. McAlister; Richard B. Weisberg; Michael R. Dedoshka; and support
staff is Ann R. MacAdam.
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A semblyman, 72nd District
Chairman, Joint Legislative
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SUMMARY

In June of 1978, California citizens voted in favor of
Proposition 13 which added Article XIII(A) to the California
Constitution. Article XIII(A) as amended (1) limits the maximum
permissible property tax rate to one percent of full market value
and (2) establishes the assessed value of each parcel on the
basis of 1its full cash value on the 1975-76 tax bill, or
thereafter, by 1its appraised value when a purchase, new
construction or change in ownership occurs (see Appendix A for

Article XITI(A) in its entirety).

Ambiguities 1n the wording of Proposition 13 and the
limited availability of 1975-76 assessment data have caused
county assessors to 1interpret and 1implement Article XIII(A)
differently. Our study identified significant variations in the
establishment of base year value for parcels appraised and those
not appraised for the 1975-76 tax roll. For the 47 counties we

reviewed, we found that:

- Twenty counties revalued all parcels except those
reappraised for the 1975-76 tax roll (see page

21)



- Fifteen counties revalued all properties not at
full cash wvalue 1in 1975-76, 1including those
reappraised for the 1975-76 tax roll, to their
full market value as of March 1, 1975 (see page

22)

- Twelve counties adopted the actual assessed values
recorded on the 1975-76 tax roll as the base year
value for developing their 1978-79 tax rolls (see

page 24).

Table 1 on page 20 1indicates each county's

interpretation of base year value.

Furthermore, counties significantly differed in their
methods for revaluing properties which had realized changes in
ownership and/or were subject to new construction from March 1,
1975 through February 28, 1978. For example, to handle changes
in ownership some counties enrolled the parcel's sales price on
the 1978-79 tax roll, while other counties either conducted
conventional reappraisals, applied trending factors or reduced
the sales price by a standard percentage factor (see page 25).
In addition, assessors employed different methods for revaluing
new construction, including: (1) appraising the value of the new
construction separately from the value of the existing portion of
the parcel, (2) trending the value of the new construction to the

date of the construction, (3) placing minimum value limits on the



new construction considered for valuation and (4) revaluing the
entire parcel including the existing and new construction (see

page 27).

Varying practices used by counties to develop their
1975-76 tax rolls also affected the 1978-79 tax roll. The number
of parcels which counties reappraised for the 1975-76 tax roll
ranged from 14 to 100 percent of total parcels in 1individual
counties (see page 43). The total number of properties not
appraised, methodology used and schedule for properties which
were appralsed, as well as other factors prevented counties from
enrolling all properties on the 1975-76 tax roll at 100 pércent
of full market value. Overall, estimated the actual levels
achieved ranged from 76 to 99 percent of full market value (see

page 54).

Because of counties' varying interpretations of Article
XITI(A) and inconsistent assessment practices for constructing
both the 1978-79 and 1975-76 tax rolls, disparities exist 1in the
levels of assessed valuation which counties enrolled. In
response to this problem, the Assembly Revenue and Taxation
Committee Task Force on Property Tax Administration has proposed
three options which attempt to clarify Article XIII(A) by
suggesting different methods for establishing base year values.
In Chapter IV of this study, we estimated the fiscal impact on
property tax revenue of implementing each of these options in 12

counties comprising approximately 61 percent of the state's total
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assessed valuation. We found that Option 1 would generate
approximately $10.1 million in additional property tax revenue,
Option 2 would provide $1.7 million and Option 3 would result in
a revenue loss of $9.4 million (see page 62). In the 12 counties
analyzed, we found that 521,161 parcels would require revaluation
if Option 1 was adopted. Option 2 would trigger revaluation of
790,414 parcels while Option 3 would require revaluation of

1,209,900 parcels (see pages 69, 76 and 83).

On the following pages, we have included a list of
assessment terms and their definitions to preface the main body
of this report. We strongly recommend that the reader review
this section since it explains concepts necessary for

understanding the entire study.



GLOSSARY OF TERMS

Practitioners at both the state and local levels have
used various assessment terms interchangeably. Therefore, to
enable the reader to accurately interpret the terms within this

report, we have prepared the following glossary.

Appraisal /Reappraisal--A periodic or cyclical evaluation of a
total parcel (land and improvements) to substantiate
the assessor's judgment of its full market value or,
when provided for by law, its restricted value for
uniform assessment purposes. Counties appraise or
reappraise parcels using various methodologies, such as
conventional appraisals, computer-assisted appraisal
programs or sophisticated trending techniques.

Appreciation--Increases 1in parcel value which result from
inflation or from special supply and demand forces
affecting the specific parcel.

Assessed Valuation--The amount resulting from county assessors
assessing all locally secured real property at 25
percent of full market value.

Base Year/Base Year Value-—A year designated for valuing specific
properties. As a result of Proposition 13's passage,
the assessment year 1975-76 serves as the original base
year. Thereafter, any assessment year in which real
property or a portion thereof is purchased, realizes
new construction or changes ownership shall become the
base year used in determining the parcel's full cash
value, known as its base year value.

Cash Equivalency--An adjustment to a parcel's sales price, such
as elimination of finance charges and personal
property.




Changes in Ownership--A change in the method of holding title by

voluntary or involuntary transfer or by operation of
law. This change includes all transfers of property by
grant, gift, devise, inheritance, trust, contract of
sale, addition or deletion of an owner or property
settlement.

Interspousal Transfer--A property transfer between a

husband and wife to create or terminate a community
property or joint tenancy interest. Transfers of this
type do not require reappraisal because they are not
considered a change in ownership.

Nonmonetary Transfer—-—A change in ownership for which
cash was not exchanged. An example is the transfer of
real property by gift.

Cluster--Parcels selected by a geographical area for appraisal

according to the parcel's primary use (i.e., all single
family residences in an area).

Computer-Assisted Appraisal Program (CAAP)--Generally a computer

Confirmed

program for estimating market value of properties by
multiple regression analysis, a statistical technique
generally applied to residential parcels for estimating
values of unsold properties using statistical data
collected from sold properties.

Sales--A sales price verified by a document, such as a

signed sales letter received from the buyer.

Conventional Appraisal--A value estimate for an individual parcel

determined by applying one or more of these basic
methods--the sales comparison, 1ncome or cost
approaches. This process generally involves a physical
inspection of the parcel, an analysis of comparative
sales data, an estimate of replacement cost less
depreciation, and where appropriate, the capitalization
of income. The correlation of these value estimates
will generally produce the most accurate possible
estimate of the market value of unsold properties.

Desk Review/Appraisal--A manual analysis of an individual parcel

file to determine an appralised value for that parcel
based upon the information contained in that file and
other pertinent data. This technique is similar to a
conventional appraisal but it does not 1involve a
physical inspection of the parcel.
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Fqualize--To fix appropriate values for all parcels in a county
by considering market values and relationships between
parcels.

Escaped Property--Property which has not been assessed or which
has been undervalued because of the owner's failure to
file a property statement.

Full Cash Value/Fair Market Value*--The amount of cash or its
equivalent which property would bring if exposed for
sale in the open market based upon the buyer and
seller's full knowledge of the property's potential or
actual wuses and purposes and any enforceable
restrictions upon those uses and purposes.

Interim Adjustments--Across—-the-board percentage factors, not

based upon quantifiable data, which are applied to
existing values to increase assessments on a group of

properties. These adjustments generally produce
interim values that are somewhat below actual market
values.

Lien Date--The date when taxes for any fiscal year become a claim
against the property. In California, tax liens attach
annually as of 12:01 a.m. on the first day of March
preceding the fiscal year for which the taxes are
levied, except as otherwise specifically provided for
in the Property Tax Laws. ‘

Locally Assessed Secured Real Property Roll--Property on the
assessment roll for which the taxes are a lien on real
property and which the assessor considers sufficient to
secure payment of the taxes. It 1is the county
assessor's duty to assess these properties.

Open Space/Agricultural Preserve Parcels--Parcels comprised of:

(1) 1land within an agricultural preserve and subject to
a contract or an agreement or (2) land subject to a
scenic restriction and/or land subject to an open-space
easement.

* Pursuant to the addition of Article XIII(A) to the California
Constitution, the term '"full cash value" is restricted under
the terms of the Article. For purposes of this report the term
"full market value" 1is synonomous with "fair market value."



Parcel/Property--For purposes of this report, '"property" and

"parcel" have been used interchangeably to mean an
individual parcel designated by an assessor's parcel
number,

Revaluation--A change to the total value of a property where the
total property 1s not appraised to 100 percent of
current full market value (a portion of the property
may have been appraised at full market value).
Revaluations may be caused by (1) an appraisal of only
a new improvement to a property such as the addition of
a room or swimming pool, (2) destruction of an
improvement, (3) escape assessments and (4) interim
adjustments. For purposes of this report, some
references to revaluations for the 1978-79 tax roll
include appraisals because we could not fully determine
the sophistication of the varying appraisal techniques
used.

Sales Ratio Studies--An analysis of the relationship between
parcel full market values as compared to the appraised
values in a given area (e.g., 1in a specific
neighborhood a parcel is appraised at 80 percent of the
full market value).

Tax Roll--For purposes of this report, '"tax roll" refers to a
county's assessment roll.

Trending--The method of increasing assessments on a group of
parcels by applying an appropriate percentage derived
from an analysis of quantifiable data. This technique
generally produces 1interim values that are somewhat
below actual market values.

Use Codes--Codes which identify both a parcel's primary or actual
use and 1its highest-and-best use. For example, the
primary use of a single family residence located on a
commercially zoned lot would be single family
residential while its highest-and-best use would be
commercial.



CHAPTER I

INTRODUCTION

In response to a resolution of the Joint Legislative
Audit Committee, we have surveyed the assessment practices
counties used to develop their 1978-79 locally secured real
property tax rolls. Additionally, we have gathered and
analyzed 1information pertalning to three options Dbeing
considered by the Assembly Revenue and Taxation Committee
regarding the implementation of Proposition 13. This review
was conducted under the authority vested in the Auditor General

by Section 10527 of the Govermment Code.

BACKGROUND

Prior to the passage of Proposition 13 in June of 1978,
the California Constitution and statutes prescribed certain
standards for the taxation of real property by both counties and
the State Board of Equalization. Article XIII of the
Constitution provides that all property except that specifically
exempted is taxable and shall be assessed at the same percentage
of fair market value. Section 401 of the Revenue and Taxation
Code sets that percentage at 25 percent. In accordance with the
directives of Article XIII, county assessors would annually
assess all taxable property in the county, except for certain

property which the State assessed. Based on the tax rates fixed



and levied by the board of supervisors, the county auditor
computed the tax due on each parcel of property in the county and

entered them on the tax roll.

Proposition 13 has not changed the State Board of
Equalization's responsibility for appraising the property of
public utilities and allocating assessed values to each local
taxing jurisdiction 1in which such property is located. The
Board also continues to 1ssue rules governing assessment
practices, periodically surveys all aspects of each assessor's
appraisal practices and performs an inter-county equalization
study in one-~third of the counties each year. This study
consists of determining the ratio of assessed value to full cash
value for all locally assessed property. The Board may then
equalize the appraisals in a surveyed county by increasing or
lowering the entire valuation of locally assessed property on the

assessment roll.

Article XIII(A) of the State
Constitution: Changes and Issues

The passage of Proposition 13 in June of 1978 added
Article XIII(A) to the California Constitution. (This Article is
reprinted in Appendix A.) The law as enacted contains two
primary parts regarding property tax assessment procedures.
First, Article XIII(A) sets a limit of one percent of full cash

value as the maximum permissible property tax rate. The
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requirement that real property be assessed at 25 percent of full
value was unchanged by Article XIII(A). Therefore, the effective

maximum tax rate became $4 for every $100 of assessed value.

Second, the assessed value of each parcel 1is now
initially determined by the full cash value of the property as
shown on the 1975-76 tax bill. Property is reappraised only if
it has undergone a change 1in ownership or new construction.
Property which had not been assessed up to the 1975-76 tax levels
could be reassessed to reflect 1975-76 values. After the base
year value is determined, this amount may be increased by no more

than two percent per year to reflect the rate of inflation.

Article XIII(A) fundamentally changed the method of
appraising and assessing property in California. Assessors were
formerly required to appraise all taxable property at its full
cash value and, to comply with this mandate, performed either
annual or cyclical reappraisals to ensure that the value shown on
the tax roll was accurate. However, Article XIII(A) allows
assessors to perform reappraisals only when property undergoes a
change in ownership or new construction, thereby terminating the

cyclical reappraisal process.

The new appraisal system also necessitates that changes
occur in the type of management 1information county assessors
maintain. The Task Force on Property Tax Administration suggests

that Article XIII(A) necessitates a system in which changes in

-11-



ownership and new construction are reported to the assessors.
Additionally, it is necessary to maintain the base year values,
continually update them to reflect inflation increases or events

triggering a reappraisal.

Proposition 8

Proposition 8 was a legislative constitutional
amendment which passed on the November 1978 ballot. This measure
amended Article XIII(A) in three ways. First, Article XIII(A) as
enacted stated that "all real property not already assessed up to
the 1975-76 tax levels may be reassessed to reflect that
valuation" (emphasis added). Proposition 8 changed "tax levels"
to "full cash value." Second, Proposition 8 further amended
Article XIII(A) to exempt property reconstructed after a disaster
from the category of new construction if the fair market value of
the rebuilt property 1is comparable to its value prior to the
disaster. Third, the amendments allow a reduction in assessed
valuation to reflect damage or other factors causing a decline in

value.

Other Legislation Subsequent
to Proposition 13

The Legislature enacted statutes after the June 1978
election to implement Article XIII(A). The major provisions of

these measures included:
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- The 1978-79 tax roll was defined as the 1975-76
tax roll increased by (1) reappraisals necessary
to bring property up to its 1975-76 full cash
value, (2) reappraisals for transfers and new
construction and (3) the annual two percent

maximum inflation factor

- Certain transfers were excluded as a change in

ownership (e.g., interspousal) for 1978-79

- Every county is required to levy the entilre tax

rate of $4 per $100 of assessed valuation

- Article XIII(A) provides that the one percent
property tax be collected by the counties and
apportioned to the districts within the counties.
Therefore, the Legislature developed a formula to
determine the share of tax revenue each local

entity in a county will receive.

State Board of Equalization
Guidance for Implementing
Proposition 13

On June 29, 1978, the Roard of Equalization adopted
Sections 460 through 471 of the California Administrative Code.
These sections, designed to implement, clarify and interpret
parts of the Revenue and Taxation Code, define terminology and
provide guidance on 1issues raised by Article XIII(A).

Specifically, the sections:
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1ssued to
questions
addressed

valuation

Define '"base vyear," '"full cash value" and

"inflation rate," terms crucial in establishing

base year values

Define the term '"newly constructed"

Establish which changes in ownership trigger

reappraisal

Clarify the application of property tax rates to

property values less exemptions

Discuss the valuation of special property types,

such as golf courses and possessory interests.

After the enactment of Article XIII(A), the Board also
county assessors a series of letters answering specific
regarding Article XIII(A). While the letters generally
issues such as business inventory exemptions and the

of unique property types, an August 1978 letter advised

assessors to revalue those properties which had been reappraised

for the 1975-76 tax roll but which did not reflect 1975 values.

Issues Requiring
Further Clarification

Despite the enactment of Proposition 8 and the passage

of legislation to implement Article XIII(A), several matters

crucial to interpreting the law still require clarification.
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Among these matters are the issues of changes in ownership, new
construction and determination of appropriate 1975-76 base year

values.

Changes in Ownership

While changes in ownership trigger reappraisals under
Article XIII(A), the new law does not specify what types of real
property transfers constitute such changes. Chapter 292,
Statutes of 1978 and Chapter 332, Statutes of 1978 provided that,
with specified exceptions, any transfer of legal or equitable
title (including leases in excess of ten years) 1is to be
considered as a change in ownership. These provisions are only
effective until July 1, 1979, after which time these terms will

require re-definition.

New Construction

Article XIII(A) provides that new construction will
also trigger a reappraisal, but does not define the term. To
guide county assessors, the State Board of Equalization issued a
regulation which defined new construction as any addition or
improvement to land or alteration of an existing improvement
which converts property to another use or which extends the
economic life of the improvement. In addition, the Board
specified other renovations which constituted routine maintenance

and did not warrant reappraisal.
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Determination of Appropriate
1975-76 Base Year Values

Varying opinions exist concerning what constitutes the
appropriate 1975-76 base year value of real property for tax
assessment purposes. Much of this controversy results from
ambiguities in the language of Article XIII(A). One example is
the troublesome phrase "full cash value." Article XIII(A) states
that the maximum property tax cannot exceed one percent of the

full cash value of a parcel. Full cash value is defined in that

law as "the county assessor's valuation of real property as shown
on the 1975-76 tax bill under 'full cash value'. . . ." However,
Section 2611.5 of the Revenue and Taxation Code indicates that
the term "full value" rather than '"full cash value" be used on
the tax bill. Therefore, in some counties the phrase '"full cash
value" may not even have appeared on the 1975-76 tax bills.
Other ambiguities result from imprecise usage of key words.
Article XIII(A) uses the term "appraisal" and '"reassessment"
interchangeably although the words have different meanings.
"Assess" means to charge, levy or tax for value, while
"appraisal" may be defined as an authorized person's estimate of

the valuation of property.

Base year value 1s also an important issue that needs
to be resolved since that is the value which (1) constitutes the
primary valuation until a transfer or new construction occurs and

(2) which determines the amount of property tax revenue that a
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county will receive. The Legislature addressed this issue in
part by adding to the Revenue and Taxation Code Section 110.1,

which reads 1in part:

If property has not been appraised pursuant to Section
405.5 (which requires periodic appraisals) to its
appropriate base year value, "full cash value" means
the reappraised value of such property as of the base
year lien date. Such reappraisals may be made at any
time. . . (emphasis added).

However, on January 15, 1979 in the Alameda County Superior Court
case of John W. Holmdahl vs. Donald J. Hutchinson, Assessor of
Alameda County, No. H-55317-9, the court enjoined the Assessor
from reappraising parcels which were revalued for the 1975-76 tax
roll and declared that Article XIII(A) was '"not intended to give
the Assessor carte blanche to reassess every property" (court's

emphasis).

The Assembly Revenue and Taxation Committee Task Force
on Property Tax Administration believed that existing statutes
need to be clarified to the extent permitted by the Constitution
and the courts. The Task Force proposed three options to
establish the 1975-76 base values and in Chapter IV we analyze

the fiscal impact of these.
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CHAPTER II

VARYING INTERPRETATIONS OF ARTICLE XIII(A)
COUNTIES USED IN DEVELOPING THE 1978-79 TAX ROLL

Ambiguities in the wording of Proposition 13 and the
limited availability of 1975-76 assessment data caused county
assessors to interpret and implement Article XIII(A) differently.
We identified significant variations in the treatment of parcels
appraised and those not appraised for the 1975-76 tax roll. Of
the 47 counties reviewed, 12 counties adopted the actual assessed
values recorded on the 1975-76 tax roll as the base year value
for developing their 1978-79 tax rolls. On the other hand, 15
counties revalued all properties, including those reappraised for
the 1975-76 tax roll to provide a basis for constructing their
1978-79 tax rolls. Twenty other counties revalued all parcels

except those reappraised for the 1975-76 tax roll.

Counties also significantly differed in methods for
revaluing properties which realized changes in ownership and/or
were subject to new construction after March 1, 1975. 1In the
case of parcels with changes in ownership, counties enrolled the
parcel's sales price on the 1978-79 tax roll; other counties
adopted a percentage of the sales price, the roll wvalue
subsequent to the sale or a combination of methods. Among the
methods counties used to revalue new construction were: (1)

appraising the value of new construction separately from the
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value of the existing portion of the parcel, (2) trending the
value of the new construction backward or forward to the date of
construction, (3) placing minimum value limits on the new
construction considered for revaluation and (4) revaluing the

entire parcel including the existing and new construction.

INTERPRETATIONS COUNTIES USED
TO DEVELOP 1978-79 TAX ROLLS

County assessors interpreted and implemented the
section of Article XITII(A) pertaining to 1975-76 base year value
in various ways. Generally, the interpretations for establishing
the 1975-76 base year value for properties not changing ownership
or receiving new construction from March 1, 1975 through

February 28, 1978 fall into three major categories:

- Revalued all parcels except those reappraised for

the 1975-76 tax roll

- Revalued all parcels which were not at full cash
value in 1975-76 including those reappraised for

the 1975-76 tax roll

- Adopted the assessed value as shown on the 1975-76

tax roll regardless of year of reappraisal.

Table 1 on the following page indicates which interpretation each

of the 47 counties adopted.
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Parcels Except
Those Reappraised Those Reappraised
for the 1975-76

County

Al ameda
Amador
Butte
Calavaras
Colusa
Contra Costa
Del Norte
Fresno
Glenn
Humboldt
Inyo

Kern

Kings

Los Angeles
Madera
Marin
Mendocino
Merced
Modoc

Mono
Monterey
Nevada
Orange
Placer
Plumas
Riverside
Sacramento
San Bernardino
San Diego
San Francisco
San Joaquin
San Mateo
Santa Barbara
Santa Clara
Santa Cruz
Sierra
Siskiyou
Solano
Sonoma
Stanislaus
Sutter
Tehama
Trinity
Tulare
Ventura
Yolo

Yuba

TOTALS

INTERPRETATIONS USED BY COUNTIES

TABLE 1

TO DEVELOP THE 1978-79 TAX ROLL

Revalued All

Tax Roll

b4

fa il

IS I

Revalued
All Parcels

Not at Full Cash

Value Including

for the 1975-76
Tax Roll

X

b I B

—
W

Adopted 1975-76
Assessed Value

>

]

[—
N



Counties Revaluing All Parcels
Except Those Reappraised
for the 1975-76 Tax Roll

Twenty of the 47 counties reviewed revalued all parcels
to 1975-76 full cash values except those which had been
reappraised for the 1975-76 tax roll and which had realized no
subsequent changes in ownership or new construction. Although
assessors employed similar methods to  implement this
interpretation within the counties we visited, some variations

occurred.

Sacramento County was one of 20 counties which revalued
only parcels not reappraised for the 1975-76 tax roll. The
Sacramento County Assessor identified parcels needing adjustment
to 1975-76 base year values and used sales data from homogeneous
neighborhoods to determine new base year values. The base year
values for parcels revalued to 1975-76 levels and those
reappraised for the 1975-76 tax roll were then increased by the
two percent per year inflation factor to yield the assessed

values for the 1978-79 tax roll.

Although Sonoma County adopted the same interpretation
of base year value as counties like Sacramento, it implemented
the interpretation differently. Sonoma County revalued all
parcels to 1975-76 values except those reappraised for the
1975-76 tax roll (which had realized no subsequent changes in
ownership  or new construction) by  conventional and

computer-assisted appraisal methods. All parcels reappraised for
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the 1975-76 tax roll with other than conventional or
computer-assisted appraisal techniques and all parcels not
reappraised for the 1975-76 tax roll were revalued to determine
1975-76 tax roll values. These values were then increased by the
two percent per year inflation factor to determine assessed value

for the 1978-79 tax roll.

Counties Revaluing All Parcels
Not at Full Cash Value in 1975-76
Including Those Reappraised

for the 1975-76 Tax Roll

Fifteen of the 47 counties reviewed considered all
parcels for revaluation, including those reappraised for the
1975-76 tax roll, in developing a 1975-76 tax roll that reflected
full market value. 1In following this interpretation, counties
assumed that some or all parcels, including those reappraised for
the 1975-76 tax roll, were not enrolled at full cash value on the
1975-76 tax roll and needed to be adjusted up to full cash

value.

While these 15 counties shared a general
interpretation, they again differed in their wmethods for
implementing it. For example, the Fresno County Assessor used
sales ratio data to determine 1975-76 fair market values for
parcels. Appraisers developed factors for mapbook areas and

trended each parcel. The level of fair market value computed for
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each parcel was reviewed for accuracy and adjusted 1if necessary.
The two percent per year inflation factor was then applied to

determine the assessed value on the 1978-79 tax roll.

San Bernardino County's method of establishing the
1975-76 base year value differed somewhat from Fresno County's
method. Median and mean sales ratios were computed on a
neighborhood-by-neighborhood basis. 1In areas where the sales
ratios were low, staff computed a trending factor to adjust base
year values to full cash values. Thus, while San Bernardino
County considered all neighborhoods for revaluation, they only
adjusted 1975-76 tax roll levels for neighborhoods with low sales
ratios. The two percent per year inflation factor was then

applied to determine the assessed value on the 1978-79 tax roll.

Contra Costa County combined several revaluation
methods for different property types in developing an adjusted
1975-76 tax roll. This county trended single family residences
to 1975-76 full market value using trend factors based on sales
data for homogeneous neighborhoods. The Assessor's staff
revalued multiple family parcels by factoring the 1975-76 tax
roll value by ten percent. But to determine a 1975-76 base year
value for commercial parcels, the Assessor identified the first
appraisals before and after March 1, 1975, then prorated the
difference in value between these appraisals to March 1, 1975 to
yleld a 1975-76 base year value. Finally, industrial parcels

retained their 1975-76 tax roll value as did most rural and
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agricultural parcels. The county then adjusted the base year
values of all parcels for the two percent per year inflation

factor.

Counties Adopting Assessed Value
Shown on the 1975-76 Tax Roll

To establish a 1975-76 base year value, 12 counties
revalued only those parcels with changes in ownership or new
construction from March 1, 1975 through February 28, 1978. All
other parcels were enrolled on the 1978-79 tax roll at the value
shown on the 1975-76 tax roll adjusted for the two percent per

year inflation factor.

Each of these counties revalued parcels in a similar
manner. For example, Santa Clara County revalued only those
parcels with changes 1in ownership or new construction from
March 1, 1975 through February 28, 1978. All other parcels were
enrolled on the 1978-79 tax roll at the value shown on the
1975-76 roll adjusted for the two percent per year inflation

factor.

METHODS USED FOR VALUING CHANGES
IN OWNERSHIP AND NEW CONSTRUCTION

Article XIII(A) requires the reappraisal of parcels
undergoing changes 1in ownership or new construction. The

assessed value of a property is set at appraised (or market)
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value at the time of sale or new construction. Assessors used
differing methods to establish values for parcels changing

ownership or experlencing new construction.

Parcels with Changes 1in Ownership
after March 1, 1975

To determine the appropriate value for parcels changing
ownership, counties attempted to verify the sales price or market
value of the properties. However, if an assessor concluded that
the sales price did not reflect true market value, he adjusted
the assessed value of the parcel to an appropriate level.
Counties used different methods to adjust assessed values to
appropriate levels, such as adopting (1) the actual sales price,
(2) a percentage of the sales price, (3) the roll value

subsequent to the sale or (4) a combination of methods.

In Sacramento County, appraisers reviewed each sale to
determine if it reflected true market value. If the sales price
appeared realistic, staff adopted it as the base value for the
parcel. TFor those parcels whose sales prices did not represent
full market value, the appraiser determined the appropriate value

using comparable sales or cost data.

San Diego County valued parcels with changes in
ownership in essentially the same manner as Sacramento County but
adjusted parcels to reflect cash equivalency. The Assessor

valued parcels which were confirmed sales at the sales price for
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land and improvements less ten percent to reflect a cash
equivalency. The Assessor conducted an office appraisal for

unconfirmed sales.

To establish a base year value for parcels which had
realized changes in ownership through a sale, Santa Cruz County
compared the sales price with the value the Assessor enrolled on
the lien date subsequent to the sale. The lien date value was
used as the base year value 1if it was greater than the sales
price; 1f not, the sales price was adopted as the base year
value. The Assessor then applied the two percent per year
inflation factor adjustment to the base year value to determine

the 1978-79 tax roll value.

Finally, Stanislaus County used a number of methods to
revalue parcels with changes in ownership. The Stanislaus County
Assessor revalued parcels based on sales price, a trending
procedure or conventional appraisal. Appralsers reviewed the
sales price to determine if it reflected fair market value. For
those parcels whose sales price indicated fair market value,
appraisers adopted the base value as the sales price. Within
this review, appraisers compared the indicated sales price with
the 1975-76 base value which was factored up to the date of sale
by a computed appreciation rate. If the sales price was not at
fair market value, the factored value became the base value.
When neither value was acceptable, the Assessor conducted a

conventional appraisal of the parcel.
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Parcels with New Construction
after March 1, 1975

Assessors revalued parcels with new construction using
a varliety of methods; each of these methods affected the total
value added to 1978-79 county tax rolls. The methods used by the
counties include: (1) appraising the value of new construction
separately from the value of the existing portion of the parcel,
(2) trending the value of the new construction backward or
forward to the date of construction, (3) placing minimum value
limits on the new construction considered for revaluation and (4)
revaluing the entire parcel including the existing and new

construction.

Thirteen of the 21 counties visited identified all
parcels with new construction after March 1, 1975 and established
base year values for both the existing and newly constructed
portions of parcels. For example, the Santa Cruz County Assessor
valued the newly constructed portion and separately applied the
two percent annual inflation factor to both the existing and new
construction values. These adjusted values were then combined to
determine a total assessed value for the 1978-79 tax roll for

each parcel with new construction.

Kern County, on the other hand, used a trending method
to determine assessed values for parcels with new construction.
Prior to the passage of Proposition 13, Kern County added the

value of a parcel's new construction to the last appraised value
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of the parcel. This appraised value remained on the roll until
the next cyclical appraisal. In developing the 1978-79 tax roll,
the Assessor's computer program multiplied the most recent
appraised value for parcels with new construction by a 1975 trend
factor based on neighborhood sales data. These 1975-76 base year
values were then trended to 1978-79 values using the two percent
per year inflation factor. The Assessor anticipated that there
would be errors because the computer program did not consider the
date the new construction had occurred. For example, if the
parcel had been appraised for the 1973-74 tax roll and received
new construction in 1977, the computer took the value of the
parcel and construction from 1977 and multiplied it by the
appropriate 1975 factor to establish a 1975-76 base year. The
parcel and the new construction were trended forward to 1978-79
values by the inflation factor. Appraisers reviewed print-outs
for obvious errors and then relied on parcel owners to contact

the office before correcting those errors which escaped notice.

Because of deadlines to complete the 1978-79 tax roll,
San Francisco County placed a limitation on the value of new
construction considered for revaluation. The Assessor identified
and revalued parcels with major new construction. The Assessor
defined major new construction as residential parcels with new
construction valued over approximately $5,000 and major
commercial/industrial parcels with new construction valued over
approximately $50,000. Appraisers added the value of new

construction to the value of existing improvements and trended
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these values by applying an appropriate inflation factor. This
resultant value was added to the land's value, which had been
increased by the two percent per year <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>