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CALIFORNIA LEGISLATURE—2001–02 REGULAR SESSION

ASSEMBLY BILL No. 1433

Introduced by Assembly Member Horton

February 23, 2001

An act to amend Sections 401.15, 469, 1605, 4986, and 5096 of, and
to add Section 471 to, the Revenue and Taxation Code, relating to
taxation.

LEGISLATIVE COUNSEL’S DIGEST

AB 1433, as introduced, Horton. Property taxation: audits: review
and equalization.

Existing property tax law requires the assessor to audit the books and
records of a profession, trade, or business at least once every 4 years in
the case of a taxpayer, engaged in a profession, trade, or business, who
owns, claims, possesses, or controls locally assessable trade fixtures
and business tangible property with a full value of at least $400,000, and
permits an audit of the personal property valued at less than $400,000.

Existing law further provides, among other things, in the case in
which the mandatory audit for any year discloses property subject to
escape assessment, that the original assessment of property of the
assessee at the location of the profession, trade, or business for that year
is, except as provided, subject to review, equalization, and adjustment
by the county board of equalization or assessment appeals board.

This bill would apply these procedures to both mandatory and
discretionary audits. By imposing new duties upon local agencies, this
bill would impose a state-mandated local program. This bill would also
make technical, conforming changes.

The California Constitution requires the state to reimburse local
agencies and school districts for certain costs mandated by the state.
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Statutory provisions establish procedures for making that
reimbursement, including the creation of a State Mandates Claims Fund
to pay the costs of mandates that do not exceed $1,000,000 statewide
and other procedures for claims whose statewide costs exceed
$1,000,000.

This bill would provide that, if the Commission on State Mandates
determines that the bill contains costs mandated by the state,
reimbursement for those costs shall be made pursuant to these statutory
provisions.

Vote: majority. Appropriation: no. Fiscal committee: yes.
State-mandated local program: yes.

The people of the State of California do enact as follows:

SECTION 1. Section 401.15 of the Revenue and Taxation
Code is amended to read:

401.15. (a) Notwithstanding any other provision of law, for
any county that makes available the credits provided for in Section
5096.3, the full cash values of certificated aircraft for fiscal years
to the 1997–98 fiscal year, inclusive, are presumed to be those
values enrolled by the county assessor or, in the case of timely
escape assessments upon certificated aircraft issued on or after
April 1, 1998, pursuant to Sections 531, 531.3, and 531.4, the
values enrolled upon those escape assessments, provided that the
escape assessment is made in accordance with the methodology in
subdivision (b). For escape assessments for fiscal years to the
1997–98 fiscal year, inclusive, the assessor shall use the
methodology and minimum and market values set by the
California Assessors’ Association for the applicable fiscal year in
lieu of the methodology set forth in subparagraph (C) or (D) of
paragraph (1) of subdivision (b). The assessor is not required to
revise or change existing enrolled assessments that are not subject
to escape assessment to reflect the methodology in this section.
Nothing in this section precludes audit adjustments and offsets as
set forth in Section 469 Section 471 or the correction of reporting
errors raised by an airline. Nothing in this section affects any
presumption of correctness concerning allocation of aircraft
values.

(b) (1) For the 1998–99 fiscal year to the 2002–03 fiscal year,
inclusive, and including escape assessments levied on or after
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April 1, 1998, for any fiscal year to the 2002–03 fiscal year,
inclusive, except as otherwise provided in subdivision (a),
certificated aircraft shall be presumed to be valued at full market
value if all of the following conditions are met:

(A) Except as provided in subparagraph (D), value is derived
using original cost. The original cost shall be the greater of the
following:

(i) Taxpayer’s cost for that individual aircraft reported in
accordance with generally accepted accounting principles, so long
as that produces net acquisition cost, and to the extent not included
in the taxpayer’s cost, transportation costs and capitalized interest
and the cost of any capital addition or modification made before
a transaction described in clause (ii).

(ii) The cost established in a sale/leaseback or assignment of
purchase rights transaction for that individual aircraft that
transfers the benefits and burdens of ownership to the lessor for
United States federal income tax purposes.

If the original cost for leased aircraft cannot be determined from
information reasonably available to the taxpayer, original cost
may be determined by reference to the ‘‘average new prices’’
column of the Airliner Price Guide for that model, series, and year
of manufacture of aircraft. If information is not available in the
‘‘average new prices’’ column for that model, series, and year, the
original cost may be determined using the best indicator of original
cost plus all conversion costs incurred for that aircraft. In the event
of a merger, bankruptcy, or change in accounting methods by the
reporting airline, there shall be a rebuttable presumption that the
cost of the individual aircraft and the acquisition date reported by
the acquired company, if available, or the cost reported prior to the
change in accounting method, are the original cost and the
applicable acquisition date.

(B) Original cost, plus the cost of any capital additions or
modifications not otherwise included in the original cost, shall be
adjusted from the date of the acquisition of the aircraft to the lien
date using the producer price index for aircraft and a 16-year
straight-line percent good table starting from the delivery date of
the aircraft to the current owner or, in the case of a sale/leaseback
or assignment of purchase rights transaction, as described in this
section, the current operator with a minimum combined factor of
25 percent, unless this adjustment results in a value less than the
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minimum value for that aircraft computed pursuant to
subparagraph (C), in which case the minimum value may be used.
If original cost is determined by reference to the Airliner Price
Guide ‘‘average new prices’’ column, the adjustments required by
this paragraph shall be made by setting the acquisition date of the
aircraft to be the date of the aircraft’s manufacture.

(C) For certificated aircraft of a model and series that has been
in revenue service for eight or more years, the minimum value
shall not exceed the average of the used aircraft prices shown in
columns other than the ‘‘average new prices’’ column for used
aircraft of the oldest aircraft for that model and series in the
Airliner Price Guide most recently published as of the lien date.
Minimum values shall not be utilized for certificated aircraft of a
model and series that has been in revenue service for less than eight
years.

(D) For out-of-production aircraft that were recommended to
be valued by a market approach for 1998 by the California
Assessors’ Association, assessments will be based at the lower of
the following:

(i) The values established by the association for the 1998 lien
date.

(ii) The average of the used aircraft prices shown in the
columns other than the ‘‘average new prices’’ column for used
aircraft of the five oldest years for the aircraft model and series or
that lesser time for which data is available in the Airliner Price
Guide.

(2) Notwithstanding paragraph (1), in computing assessed
value, the assessor may allow for extraordinary obsolescence if
supported by market evidence and the taxpayer may challenge the
assessment for failure to do so. To constitute market evidence of
extraordinary obsolescence and to permit an assessment appeal,
the evidence must show that the functional and/or economic
obsolescence is in excess of 10 percent of the value for the aircraft
model and series otherwise established pursuant to subparagraph
(B), (C), or (D) of paragraph (1).

(3) For purposes of paragraph (1), if the Airliner Price Guide
ceases to be published or the format significantly changes, a guide
or adjustment agreed to by the airlines and the taxing counties shall
be substituted.
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(c) (1) For the 2003–04 fiscal year, certificated aircraft shall
be presumed to be valued at full market value if all of the following
conditions are met:

(A) Except as provided in subparagraph (D), value is derived
using original cost. The original cost shall be the greater of the
following:

(i) Taxpayer’s cost for that individual aircraft reported in
accordance with generally accepted accounting principles, so long
as that produces net acquisition cost, and to the extent not included
in the taxpayer’s cost, transportation costs and capitalized interest
and the cost of any capital addition or modification made before
a transaction described in clause (ii).

(ii) Taxpayer’s cost as established pursuant to this subdivision
plus one-half of the incremental difference between taxpayer’s
cost and the cost established in a sale/leaseback or assignment of
purchase rights transaction for individual aircraft that transfers the
benefits and burdens of ownership to the lessor for United States
federal income tax purposes.

If the original cost for leased aircraft cannot be determined from
information reasonably available to the taxpayer, original cost
may be determined by reference to the ‘‘average new prices’’
column of the Airliner Price Guide for that model, series, and year
of manufacture of aircraft. If information is not available in the
‘‘average new prices’’ column for that model, series, and year, the
original cost may be determined using the best indicator of original
cost plus all conversion costs incurred for that aircraft. In the event
of a merger, bankruptcy, or change in accounting methods by the
reporting airline, there shall be a rebuttable presumption that the
cost of the individual aircraft and the acquisition date reported by
the acquired company, if available, or the cost reported prior to the
change in accounting method, are the original cost and the
applicable acquisition date.

(B) Original cost, plus the cost of any capital additions or
modifications not otherwise included in original cost, shall be
adjusted from the date of the acquisition of the aircraft to the lien
date using the producer price index for aircraft and a 16-year
straight-line percent good table starting from the delivery date of
the aircraft to the current owner or, in the case of a sale/leaseback
or assignment of purchase rights transaction, as described in this
section, the current operator with a minimum combined factor of
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25 percent, unless this adjustment results in a value less than the
minimum value for that aircraft computed pursuant to
subparagraph (C), in which case the minimum value may be used.
If original cost is determined by reference to the Airliner Price
Guide ‘‘average new prices’’ column, the adjustments required by
this paragraph shall be made by setting the acquisition date of the
aircraft to be the date of the aircraft’s manufacture.

(C) For certificated aircraft of a model and series that has been
in revenue service for eight or more years, the minimum value
shall not exceed the average of the used aircraft prices shown in
columns other than the ‘‘average new prices’’ column for used
aircraft of the oldest aircraft for that model and series in the
Airliner Price Guide most recently published as of the lien date.
Minimum values shall not be utilized for certificated aircraft of a
model and series that has been in revenue service for less than eight
years.

(D) For out-of-production aircraft that were recommended to
be valued by a market approach for 1998 by the California
Assessors’ Association, their assessments shall be based at the
lower of the following:

(i) The values established by the association for the 1998 lien
date.

(ii) The average of the used aircraft prices shown in the
columns other than the ‘‘average new prices’’ column for used
aircraft of the five oldest years for the aircraft model and series or
that lesser time for which data is available in the Airliner Price
Guide.

(2) Notwithstanding paragraph (1), in computing assessed
value, the assessor may allow for extraordinary obsolescence if
supported by market evidence and the taxpayer may challenge the
assessment for failure to do so. To constitute market evidence of
extraordinary obsolescence and to permit an assessment appeal,
the evidence must show that the functional and or economic
obsolescence is in excess of 10 percent of the value for the aircraft
model and series otherwise established pursuant to subparagraph
(B), (C), or (D) of paragraph (1).

(3) For purposes of paragraph (1), if the Airliner Price Guide
ceases to be published or the format significantly changes, a guide
or adjustment agreed to by the airlines and the taxing counties shall
be substituted.
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(d) To calculate the values prescribed in subdivisions (b) and
(c), the taxpayer shall, to the extent that information is reasonably
available to the taxpayer, furnish the county assessor with an
annual property statement that includes the aircraft original costs
as defined in subparagraph (A) of paragraph (1) of subdivision (b)
or (c). If an air carrier that has this information reasonably
available to it fails to report original cost and additions, as required
by Sections 441 and 442, an assessor may make an appropriate
assessment pursuant to Section 501.

SEC. 2. Section 469 of the Revenue and Taxation Code is
amended to read:

469. In any case in which locally assessable trade fixtures and
business tangible personal property owned, claimed, possessed, or
controlled by a taxpayer engaged in a profession, trade, or business
has a full value of four hundred thousand dollars ($400,000) or
more, the assessor shall audit the books and records of that
profession, trade, or business at least once each four years. If the
board determines the value of property pursuant to Section 15640
of the Government Code, that determination may be deemed an
audit by the assessor for purposes of this section.

Upon completion of an audit of the taxpayer’s books and
records, the taxpayer shall be given the assessor’s findings in
writing with respect to data that would alter any previously
enrolled assessment.

Equalization of the property by a county board of equalization
or assessment appeals board pursuant to Chapter 1 (commencing
with Section 1601) of Part 3 of this division shall not preclude a
subsequent audit and shall not preclude the assessor from levying
an escape assessment in appropriate instances, but shall preclude
an escape assessment being levied on that portion of the
assessment that was the subject of the equalization hearing.

If the result of an audit for any year discloses property subject
to an escape assessment, then the original assessment of all
property of the assessee at the location of the profession, trade, or
business for that year shall be subject to review, equalization and
adjustment by the county board of equalization or assessment
appeals board pursuant to Chapter 1 (commencing with Section
1601) of Part 3 of this division, except in those instances when the
property had previously been equalized for the year in question.
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If the audit for any particular tax year discloses that the property
of the taxpayer was incorrectly valued or misclassified for any
cause, to the extent that this error caused the property to be
assessed at a higher value than the assessor would have entered on
the roll had the incorrect valuation or misclassification not
occurred, then the assessor shall notify the taxpayer of the amount
of the excess valuation or misclassification, and the fact that a
claim for cancellation or refund may be filed with the county as
provided by Sections 4986 and 5096.

SEC. 3. Section 471 is added to the Revenue and Taxation
Code, to read:

471. Upon completion of an audit of a taxpayer’s books and
records, the taxpayer shall be given the assessor’s findings in
writing with respect to data that would alter any previously
enrolled assessment.

Equalization of the property by a county board of equalization
or assessment appeals board pursuant to Chapter 1 (commencing
with Section 1601) of Part 3 shall not preclude a subsequent audit
and shall not preclude the assessor from levying an escape
assessment in appropriate instances, but shall preclude an escape
assessment from being levied on that portion of the assessment that
was the subject of the equalization hearing.

If the result of an audit for any year discloses property subject
to an escape assessment, then the original assessment of all
property of the assessee at the location of the profession, trade, or
business for that year shall be subject to review, equalization, and
adjustment by the county board of equalization or assessment
appeals board pursuant to Chapter 1 (commencing with Section
1601) of Part 3, except in those instances when the property had
previously been equalized for the year in question.

If the audit for any particular tax year discloses that the property
of the taxpayer was incorrectly valued or misclassified for any
cause, to the extent that this error caused the property to be
assessed at a higher value than the assessor would have entered on
the roll had the incorrect valuation or misclassification not
occurred, then the assessor shall notify the taxpayer of the amount
of the excess valuation or misclassification, and the fact that a
claim for cancellation or refund may be filed with the county as
provided by Sections 4986 and 5096.
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SEC. 4. Section 1605 of the Revenue and Taxation Code is
amended to read:

1605. (a) An assessment made outside of the regular
assessment period is not effective for any purpose, including its
review, equalization and adjustment by the county board, until the
assessee has been notified thereof personally or by United States
mail at the assessee’s address as contained in the official records
of the county assessor. For purposes of this subdivision, for
counties in which the board of supervisors has adopted the
provisions of subdivision (c) and counties of the first class, receipt
by the assessee of a tax bill based on that assessment shall suffice
as the notice.

(b) Upon application for reduction pursuant to subdivision (a)
of Section 1603, the assessment shall be subject to review,
equalization and adjustment by the county board. In the case of an
assessment made pursuant to Article 3 (commencing with Section
501) or Article 4 (commencing with Section 531) of Chapter 3 of
Part 2, the application shall be filed with the clerk no later than 60
days after the date of mailing printed on the notice of assessment,
or the postmark therefor, whichever is later. For counties in which
the board of supervisors has adopted a resolution in accordance
with subdivision (c), and counties of the first class the county of
Los Angeles, an application subject to the preceding sentence shall
be filed within 60 days of the date of mailing printed on the tax bill
or the postmark therefor, whichever is later. If the taxpayer does
not receive the notice of assessment described in Section 534 at
least 15 calendar days prior to the deadline to file the application
described in Section 1603, the party affected, or his or her agent,
may file the application within 60 days of the date of mailing
printed on the tax bill or the postmark therefor, whichever is later,
along with an affidavit declaring under penalty of perjury that the
notice was not timely received.

(c) The board of supervisors of any county may by resolution
require that the application for reduction pursuant to subdivision
(a) of Section 1603 be filed with the clerk no later than 60 days
after the date of mailing printed on the tax bill or the postmark
therefor, whichever is later.

(d) In counties where assessment appeals boards have not been
created and are not in existence, at any regular meeting, the board
of supervisors, on the request of the assessor or any taxpayer, shall
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sit as the county board to equalize any assessments made by the
assessor outside the regular assessment period for those
assessments. Notwithstanding any other provision of law to the
contrary, in any county in which assessment appeals boards have
been created and are in existence, the time for equalization of
assessments made outside the regular assessment period for those
assessments, including assessments made pursuant to Sections
501, 503, 504, 531, and 531.5, shall be prescribed by rules adopted
by the board of supervisors.

(e) If an audit of the books and records of any profession, trade,
or business pursuant to Section 469 discloses property subject to
an escaped assessment for any year, then the original assessment
of all property of the assessee at the location of the profession,
trade, or business for that year shall be subject to review,
equalization and adjustment by the county board of equalization
or assessment appeals board pursuant to this chapter, except in
those instances when that property had previously been equalized
for the year in question by the county board of equalization or
assessment appeals board. The application shall be filed with the
clerk no later than 60 days after the date on which the assessee was
notified. Receipt by the assessee of a tax bill based upon that
assessment shall suffice as that notice.

(f) For purposes of subdivision (a), ‘‘regular assessment
period’’ means January 1 to and including July 1 of the calendar
year in which the assessment, other than escape assessments,
should have been enrolled if it had been timely made.

SEC. 5. Section 4986 of the Revenue and Taxation Code is
amended to read:

4986. (a) All or any portion of any tax, penalty, or costs,
heretofore or hereafter levied, shall, on satisfactory proof, be
canceled by the auditor if it was levied or charged:

(1) More than once.
(2) Erroneously or illegally.
(3) On the canceled portion of an assessment that has been

decreased pursuant to a correction authorized by Article 2
(commencing with Section 4876) of Chapter 2.

(4) On property which did not exist on the lien date.
(5) On property annexed after the lien date by the public entity

owning it.
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(6) On property acquired by the United States, the state, or by
any county, city, school district or other public entity, to the extent
provided in Article 5 (commencing with Section 5081).

(7) On that portion of an assessment in excess of the value of
the property as determined by the assessor pursuant to Section 469
Section 471.

(b) No cancellation under paragraph (2) of subdivision (a) shall
be made in respect of all or any portion of any tax, or penalties or
costs attached thereto, collectible by county officers on behalf of
a city without the written consent of the city attorney or other
officer designated by the city council unless the city council has
authorized the cancellation by county officers. The resolution shall
remain effective until rescinded by the city council.

SEC. 6. Section 5096 of the Revenue and Taxation Code is
amended to read:

5096. Any taxes paid before or after delinquency shall be
refunded if they were:

(a) Paid more than once.
(b) Erroneously or illegally collected.
(c) Illegally assessed or levied.
(d) Paid on an assessment in excess of the ratio of assessed

value to the full value of the property as provided in Section 401
by reason of the assessor’s clerical error or excessive or improper
assessments attributable to erroneous property information
supplied by the assessee.

(e) Paid on an assessment of improvements when the
improvements did not exist on the lien date.

(f) Paid on an assessment in excess of the equalized value of the
property as determined pursuant to Section 1613 by the county
board of equalization.

(g) Paid on an assessment in excess of the value of the property
as determined by the assessor pursuant to Section 469 Section 471.

SEC. 7. Notwithstanding Section 17610 of the Government
Code, if the Commission on State Mandates determines that this
act contains costs mandated by the state, reimbursement to local
agencies and school districts for those costs shall be made pursuant
to Part 7 (commencing with Section 17500) of Division 4 of Title
2 of the Government Code. If the statewide cost of the claim for
reimbursement does not exceed one million dollars ($1,000,000),
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reimbursement shall be made from the State Mandates Claims
Fund.
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