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Senate Bill No. 722

CHAPTER 497

An act to amend Section 54902 of the Government Code, and to
amend Sections 64, 75.11, 155.20, 214, 214.8, 532, 744, 746, 2611.6, 5366,
and 60008 of, to add Section 60636 to, to add an article heading
immediately preceding Section 46601 of, to add Article 2
(commencing with Section 46611) to, Chapter 6 of Part 24 of Division
2 of, to repeal Sections 531.05, 532.3, 4843, 4844, and 4845 of, to repeal
Article 3 (commencing with Section 1901) of Chapter 2 of Part 3 of
Division 1 of, and to repeal and add Sections 9271, 30459.1, 32471,
40211, 41171, 43522, 45867, 50156.11, and 55332 of, the Revenue and
Taxation Code, relating to taxation.

[Approved by Governor October 2, 1995. Filed
with Secretary of State October 3, 1995.]

LEGISLATIVE COUNSEL’S DIGEST

SB 722, Committee on Revenue and Taxation. Taxation.
(1) Existing property tax law requires, when a city, district, or any

special zone thereof is created or its boundaries changed, that the
levying authority of that entity file, or cause to be filed, by a certain
date, with the relevant assessors and the State Board of Equalization,
a specified statement with respect to the creation or boundary
change.

This bill would require that a portion of the same filing also be
made with the auditor of each county affected by the creation or
boundary change. By expanding a filing requirement with respect to
local agencies, this bill would impose a state-mandated local program.

(2) Existing provisions of Article XIII A of the California
Constitution limit ad valorem taxes on real property to 1% of its full
cash value, which is defined as the assessor’s valuation of the real
property as shown on the 1975–76 tax bill under ‘‘full cash value,’’ or
thereafter the appraised value of real property when purchased,
newly constructed, or a change of ownership has occurred. Under
existing law, certain transfers of real property are subject to
reassessment as a change of ownership, but the purchase or transfer
of ownership interests in legal entities, as corporate stock or
partnership interests, and certain corporate reorganizations, are not
deemed to constitute a transfer of the real property of the entity for
those purposes, with certain exceptions involving a change of control
of, or majority ownership interest in, the entity.

This bill would specify that generally the purchase or transfer of
ownership interests in a partnership shall not constitute a transfer of
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the real property of the partnership, without regard to whether it is
a continuing or dissolved partnership.

Existing law provides that when a corporation, partnership, limited
liability company, other legal entity, or any other person obtains a
majority ownership interest in any partnership, limited liability
company, or other legal entity through the purchase or transfer or
corporate stock, partnership, or limited liability company interest, or
ownership interests in other legal entities, the purchase or transfer
of that stock or other interest constitutes a change of ownership of the
real property owned by the acquired entity.

This bill would specify that any purchase or transfer of a 50% or less
ownership interest through which control or a majority ownership
interest is obtained constitutes a change of ownership of the real
property of the entity in which the interest is obtained.

This bill would provide that when an owner of a majority
ownership interest in any partnership obtains all of the remaining
ownership interests in that partnership or otherwise becomes the
sole partner, the purchase or transfer of the minority interests shall
not constitute a change in ownership of the real property owned by
the partnership, as specified.

(3) Existing property tax law provides, with respect to
supplemental tax assessments and escape assessments, that
applicable limitation periods commence on July 1 of the assessment
year in which a change of ownership statement is filed.

This bill would require these limitation periods to also commence
upon the July 1 of the assessment year in which a preliminary change
of ownership report is filed. This bill would make legislative findings
and declarations with respect to these changes, and would apply
these changes commencing with supplemental and escape
assessments enrolled on or after January 1, 1995.

(4) Existing property tax law authorizes each county board of
supervisors to exempt from property tax all real or personal property
with a base year value or full value so low that if the property is not
exempt, the costs of assessing the property and collecting taxes,
assessments, and subventions would exceed the total moneys
collected. It further provides that a county shall have no authority to
exempt property with a base year value or full value of more than
$2,000, except mobilehome accessories with a base year value or full
value of $5,000 or less, as specified.

This bill would instead provide that a county shall have no
authority to exempt property with a total base year value or full value
of more than $5,000.

(5) Existing property tax law, with respect to state-assessed
property, requires the State Board of Equalization to send a copy of
its decision on a petition for reassessment and any written findings
and conclusions thereon to each county in which the affected
state-assessed property is situated.
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This bill would, instead, require the board to send a periodic report
of its decisions and any written findings and conclusions thereon to
each affected county.

(6) Existing property tax law also requires the board to send notice
of the proposed assessment roll, with respect to state-assessed
property, to several county auditors and city auditors, as specified.

This bill would delete the reference to city auditors.
(7) Existing property tax law requires each taxpayer’s annual

property tax bill to contain specified information.
This bill would require that information to include notice of the

taxpayer’s right to an informal assessment review, the taxpayer’s
right to file an application for reduction in assessment, and the
address at which forms for an application for reduction in assessment
may be obtained.

(8) This bill would also make technical, clarifying changes, or
would eliminate obsolete provisions, with respect to the inclusion of
veterans’ organizations within the property tax welfare exemption,
the assessment of aircraft, and the equalization of the assessed value
of state assessed property in cities that make their own assessments,
and would delete various other obsolete provisions.

(9) Existing law with respect to taxpayers’ rights under various
state taxes and fees authorizes the Executive Director of the State
Board of Equalization or his or her designee to settle, as provided, tax
and fee disputes that involve a disputed liability of $5,000 or less. The
Sales and Use Tax Law establishes similar taxpayers’ rights provisions
that instead authorize the State Board of Equalization, its staff, and
the Attorney General, pursuant to specified procedures and
requirements, to pursue settlement of civil tax matters arising under
that law.

This bill would replace those provisions with respect to the
settlement by the executive director of the State Board of
Equalization, or his or her designee, of tax or fee disputes involving
a disputed liability of $5,000 or less, with settlement provisions similar
to those settlement provisions contained in the Sales and Use Tax
Law.

(10) Existing law establishes a Taxpayers’ Bill of Rights, as
provided, with respect to various taxes and fees, that establishes,
among other things, with respect to each subject tax or fee, the office
or position of Taxpayers’ Rights Advocate.

This bill would establish a similar Taxpayers’ Bill of Rights with
respect to the Oil Spill Response, Prevention, and Administration
Fees Law.

(11) The Diesel Fuel Tax Law defines a ‘‘person’’ to mean an
individual or any of various entities.

This bill would make a technical, nonsubstantive change in this
definition.
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(12) This bill would state the Legislature’s intent in enacting the
bill and would specify that particular provisions of the bill relating to
the transfer of ownership interests in a partnership are declaratory
of existing law.

(13) This bill would incorporate additional changes in Section
75.11 of the Revenue and Taxation Code, proposed by SB 327, to
become operative only if SB 327 and this bill are both chaptered and
become effective on or after January 1, 1996, and this bill is chaptered
last.

(14) This bill would incorporate additional changes in Section 214
of the Revenue and Taxation Code, proposed by SB 534, to become
operative only if SB 534 and this bill are both chaptered and become
effective on or after January 1, 1996, and this bill is chaptered last.

(15) The California Constitution requires the state to reimburse
local agencies and school districts for certain costs mandated by the
state. 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.
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SECTION 1. Section 54902 of the Government Code is amended
to read:

54902. On or before December 1 of the year immediately
preceding the year in which the assessments or taxes are to be levied,
the statement shall be filed with the auditor of each levying county,
and the statement and the map or plat shall be filed with each assessor
whose roll is used for the levy and with the State Board of
Equalization in Sacramento.

SEC. 2. Section 64 of the Revenue and Taxation Code is amended
to read:

64. (a) Except as provided in subdivision (h) of Section 61 and
subdivisions (c) and (d) of this section, the purchase or transfer of
ownership interests in legal entities, such as corporate stock or
partnership or limited liability company interests, shall not be
deemed to constitute a transfer of the real property of the legal
entity. This subdivision is applicable to the purchase or transfer of
ownership interests in a partnership without regard to whether it is
a continuing or a dissolved partnership.

(b) Any corporate reorganization, where all of the corporations
involved are members of an affiliated group, and that qualifies as a
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reorganization under Section 368 of the United States Internal
Revenue Code and that is accepted as a nontaxable event by similar
California statutes, or any transfer of real property among members
of an affiliated group, or any reorganization of farm credit institutions
pursuant to the federal Farm Credit Act of 1971 (Public Law 92-181),
as amended, shall not be a change of ownership. The taxpayer shall
furnish proof, under penalty of perjury, to the assessor that the
transfer meets the requirements of this subdivision.

For purposes of this subdivision ‘‘affiliated group’’ means one or
more chains of corporations connected through stock ownership with
a common parent corporation if both of the following conditions are
met:

(1) One hundred percent of the voting stock, exclusive of any
share owned by directors, of each of the corporations, except the
parent corporation, is owned by one or more of the other
corporations.

(2) The common parent corporation owns, directly, 100 percent
of the voting stock, exclusive of any shares owned by directors, of at
least one of the other corporations.

(c) (1) When a corporation, partnership, limited liability
company, other legal entity, or any other person obtains control
through direct or indirect ownership or control of more than 50
percent of the voting stock of any corporation, or obtains a majority
ownership interest in any partnership, limited liability company, or
other legal entity through the purchase or transfer of corporate stock,
partnership, or limited liability company interest, or ownership
interests in other legal entities, including any purchase or transfer of
50 percent or less of the ownership interest through which control or
a majority ownership interest is obtained, the purchase or transfer of
that stock or other interest shall be a change of ownership of the real
property owned by the corporation, partnership, limited liability
company, or other legal entity in which the controlling interest is
obtained.

(2) On or after January 1, 1996, when an owner of a majority
ownership interest in any partnership obtains all of the remaining
ownership interests in that partnership or otherwise becomes the
sole partner, the purchase or transfer of the minority interests,
subject to the appropriate application of the step-transaction
doctrine, shall not be a change in ownership of the real property
owned by the partnership.

(d) If property is transferred on or after March 1, 1975, to a legal
entity in a transaction excluded from change in ownership by
paragraph (2) of subdivision (a) of Section 62, then the persons
holding ownership interests in that legal entity immediately after the
transfer shall be considered the ‘‘original coowners.’’ Whenever
shares or other ownership interests representing cumulatively more
than 50 percent of the total interests in the entity are transferred by
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any of the original coowners in one or more transactions, a change
in ownership of that real property owned by the legal entity shall
have occurred, and the property that was previously excluded from
change in ownership under the provisions of paragraph (2) of
subdivision (a) of Section 62 shall be reappraised.

The date of reappraisal shall be the date of the transfer of the
ownership interest representing individually or cumulatively more
than 50 percent of the interests in the entity.

A transfer of shares or other ownership interests that results in a
change in control of a corporation, partnership, limited liability
company, or any other legal entity is subject to reappraisal as
provided in subdivision (c) rather than this subdivision.

(e) In order to assist in the determination of whether a change of
ownership has occurred under subdivisions (c) and (d), the
Franchise Tax Board shall include a question in substantially the
following form on returns for partnerships, banks and corporations
(except tax-exempt organizations):

If the corporation (or partnership or limited liability company)
owns real property in California, has cumulatively more than 50
percent of the voting stock (or more than 50 percent of total interest
in both partnership or limited liability company capital and
partnership or limited liability company profits) (1) been
transferred by the corporation (or partnership or limited liability
company) since March 1, 1975, or (2) been acquired by another legal
entity or person during the year? (See instructions.)

If the entity answers ‘‘yes’’ to (1) or (2) in the above question, then
the Franchise Tax Board shall furnish the names and addresses of that
entity and of the stock or partnership or limited liability company
ownership interest transferees to the State Board of Equalization.

SEC. 3. Section 75.11 of the Revenue and Taxation Code is
amended to read:

75.11. (a) If the change in ownership occurs or the new
construction is completed on or after March 1 but on or before May
31, then there shall be two supplemental assessments placed on the
supplemental roll. The first supplemental assessment shall be the
difference between the new base year value and the taxable value on
the current roll. In the case of a change in ownership of the full
interest in the real property, the second supplemental assessment
shall be the difference between the new base year value and the
taxable value to be enrolled on the roll being prepared. If the change
in ownership is of only a partial interest in the real property, the
second supplemental assessment shall be the difference between the
sum of the new base year value of the portion transferred plus the
taxable value on the roll being prepared of the remainder of the
property and the taxable value on the roll being prepared of the
whole property. For new construction, the second supplemental
assessment shall be the value change due to the new construction.
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(b) If the change in ownership occurs or the new construction is
completed on or after June 1 but before the succeeding March 1, then
the supplemental assessment placed on the supplemental roll shall be
the difference between the new base year value and the taxable value
on the current roll.

(c) If there are multiple changes in ownership or multiple
completions of new construction, or both, with respect to the same
real property during the same assessment year, then there shall be
a net supplemental assessment placed on the supplemental roll, in
addition to the assessment pursuant to subdivision (a) or (b). The net
supplemental assessment shall be the most recent new base year
value less the sum of (1) the previous entry or entries placed on the
supplemental roll computed pursuant to subdivision (a) or (b), and
(2) the corresponding taxable value on the current roll or the taxable
value to be entered on the roll being prepared, or both, depending
on the date or dates the change of ownership occurs or new
construction is completed as specified in subdivisions (a) and (b).

(d) No supplemental assessment authorized by this section shall
be valid, or have any force or effect, unless it is placed on the
supplemental roll on or before the applicable date specified in
paragraph (1) or (2), as follows:

(1) The fourth July 1 following the July 1 of the assessment year
in which either a statement reporting the change in ownership was
filed pursuant to Section 480, 480.1, or 480.2, a preliminary change in
ownership report was filed pursuant to Section 480.3, or the new
construction was completed.

(2) The sixth July 1 following the July 1 of the assessment year in
which either a statement reporting the change in ownership was filed
pursuant to Section 480, 480.1, or 480.2, a preliminary change in
ownership report was filed pursuant to Section 480.3, or the new
construction was completed, if the penalty provided for in Section
504 is added to the assessment.

For the purposes of this subdivision, ‘‘assessment year’’ means the
period beginning annually as of 12:01 a.m. on the first day of March
and ending immediately prior to the succeeding first day of March.
No limitations period specified in paragraph (1) or (2) shall
commence unless the filing or transmittal specified in the relevant
paragraph has been completed.

(e) If, before the expiration of the applicable period specified in
subdivision (d) for making a supplemental assessment, the taxpayer
and the assessor agree in writing to extend the period for making a
supplemental assessment, correction, or claim for refund, a
supplemental assessment may be made at any time prior to the
expiration of that extended period. The extended period may be
further extended by successive written agreements entered into
prior to the expiration of the most recent extension.
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SEC. 3.5. Section 75.11 of the Revenue and Taxation Code is
amended to read:

75.11. (a) If the change in ownership occurs or the new
construction is completed on or after January 1 but on or before May
31, then there shall be two supplemental assessments placed on the
supplemental roll. The first supplemental assessment shall be the
difference between the new base year value and the taxable value on
the current roll. In the case of a change in ownership of the full
interest in the real property, the second supplemental assessment
shall be the difference between the new base year value and the
taxable value to be enrolled on the roll being prepared. If the change
in ownership is of only a partial interest in the real property, the
second supplemental assessment shall be the difference between the
sum of the new base year value of the portion transferred plus the
taxable value on the roll being prepared of the remainder of the
property and the taxable value on the roll being prepared of the
whole property. For new construction, the second supplemental
assessment shall be the value change due to the new construction.

(b) If the change in ownership occurs or the new construction is
completed on or after June 1 but before the succeeding January 1,
then the supplemental assessment placed on the supplemental roll
shall be the difference between the new base year value and the
taxable value on the current roll.

(c) If there are multiple changes in ownership or multiple
completions of new construction, or both, with respect to the same
real property during the same assessment year, then there shall be
a net supplemental assessment placed on the supplemental roll, in
addition to the assessment pursuant to subdivision (a) or (b). The net
supplemental assessment shall be the most recent new base year
value less the sum of (1) the previous entry or entries placed on the
supplemental roll computed pursuant to subdivision (a) or (b), and
(2) the corresponding taxable value on the current roll or the taxable
value to be entered on the roll being prepared, or both, depending
on the date or dates the change of ownership occurs or new
construction is completed as specified in subdivisions (a) and (b).

(d) No supplemental assessment authorized by this section shall
be valid, or have any force or effect, unless it is placed on the
supplemental roll on or before the applicable date specified in
paragraph (1) or (2), as follows:

(1) The fourth July 1 following the July 1 of the assessment year
in which either a statement reporting the change in ownership was
filed pursuant to Section 480, 480.1, or 480.2, a preliminary change in
ownership report was filed pursuant to Section 480.3, or the new
construction was completed.

(2) The sixth July 1 following the July 1 of the assessment year in
which either a statement reporting the change in ownership was filed
pursuant to Section 480, 480.1, or 480.2, a preliminary change in
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ownership report was filed pursuant to Section 480.3, or the new
construction was completed, if the penalty provided for in Section
504 is added to the assessment.

For the purposes of this subdivision, ‘‘assessment year’’ means the
period beginning annually as of 12:01 a.m. on the first day of January
and ending immediately prior to the succeeding first day of January.
No limitations period specified in paragraph (1) or (2) shall
commence unless the filing or transmittal specified in the relevant
paragraph has been completed.

(e) If, before the expiration of the applicable period specified in
subdivision (d) for making a supplemental assessment, the taxpayer
and the assessor agree in writing to extend the period for making a
supplemental assessment, correction, or claim for refund, a
supplemental assessment may be made at any time prior to the
expiration of that extended period. The extended period may be
further extended by successive written agreements entered into
prior to the expiration of the most recent extension.

SEC. 4. Section 155.20 of the Revenue and Taxation Code is
amended to read:

155.20. A county board of supervisors may exempt from property
tax all real property with a base year value (as determined pursuant
to Chapter 1 (commencing with Section 50) of Part 0.5, and personal
property with a full value so low that, if not exempt, the total taxes,
special assessments, and applicable subventions on the property
would amount to less than the cost of assessing and collecting them.

The board shall have no authority to exempt property with a total
base year value or full value of more than five thousand dollars
($5,000).

In determining the level of the exemption, the board of supervisors
shall determine at what level of exemption the costs of assessing the
property and collecting taxes, assessments, and subventions on the
property exceeds the proceeds to be collected. The board shall
establish the exemption level uniformly for classes of property. In
making this determination, the board may consider the total taxes,
special assessments, and applicable subventions for the year of
assessment only or for the year of assessment and succeeding years
where cumulative revenues will not exceed the cost of assessments
and collections.

This section does not apply to those real or personal properties
enumerated in Section 52.

The exemption authorized by this section shall be adopted by the
board on or before the lien date for the fiscal year to which the
exemption is to apply and may, at the option of the board, continue
in effect for succeeding fiscal years. Any revision or rescission of the
exemption shall be adopted by the board on or before the lien date
for the fiscal year to which that revision or rescission is to apply.
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Nothing in this section shall authorize a county board of supervisors
to exempt new construction, unless the new total base year value of
the property, including this new construction, is five thousand dollars
($5,000) or less.

Nothing in this section shall authorize an assessor to exempt or not
to enroll any property of any value, unless specifically authorized by
a county board of supervisors, pursuant to this section.

SEC. 5. Section 214 of the Revenue and Taxation Code is
amended to read:

214. (a) Property used exclusively for religious, hospital,
scientific, or charitable purposes owned and operated by community
chests, funds, foundations or corporations organized and operated for
religious, hospital, scientific, or charitable purposes is exempt from
taxation if:

(1) The owner is not organized or operated for profit. However,
in the case of hospitals, the organization shall not be deemed to be
organized or operated for profit, if during the immediate preceding
fiscal year the excess of operating revenues, exclusive of gifts,
endowments and grants-in-aid, over operating expenses has not
exceeded a sum equivalent to 10 percent of those operating expenses.
As used herein, operating expenses shall include depreciation based
on cost of replacement and amortization of, and interest on,
indebtedness.

(2) No part of the net earnings of the owner inures to the benefit
of any private shareholder or individual.

(3) The property is used for the actual operation of the exempt
activity, and does not exceed an amount of property reasonably
necessary to the accomplishment of the exempt purpose.

(A) For the purposes of determining whether the property is used
for the actual operation of the exempt activity, consideration shall not
be given to use of the property for either or both of the following
described activities if that use is occasional:

(i) The owner conducts fundraising activities on the property and
the proceeds derived from those activities are not unrelated business
taxable income, as defined in Section 512 of the Internal Revenue
Code of 1986, of the owner and are used to further the exempt activity
of the owner.

(ii) The owner permits any other organization which meets all of
the requirements of this subdivision, other than ownership of the
property, to conduct fundraising activities on the property and the
proceeds derived from those activities are not unrelated business
taxable income, as defined in Section 512 of the Internal Revenue
Code of 1986, of the organization, are not subject to the tax on
unrelated business taxable income which is imposed by Section 511
of the Internal Revenue Code of 1986, and are used to further the
exempt activity of the organization.

(B) For purposes of subparagraph (A):
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(i) ‘‘Occasional use’’ means use of the property on an irregular or
intermittent basis by the qualifying owner or any other qualifying
organization described in clause (ii) of subparagraph (A) which is
incidental to the primary activities of the owner or the other
organization.

(ii) ‘‘Fundraising activities’’ means both activities involving the
direct solicitation of money or other property and the anticipated
exchange of goods or services for money between the soliciting
organization and the organization or person solicited.

(C) Subparagraph (A) shall have no application in determining
whether paragraph (3) has been satisfied unless the owner of the
property and any other organization using the property as provided
in subparagraph (A) have filed with the assessor duplicate copies of
valid unrevoked letters or rulings from the Internal Revenue Service
which state that the owner and the other organization qualify as
exempt organizations under Section 501(c)(3) of the Internal
Revenue Code. The owner of the property and any other
organization using the property as provided in subparagraph (A)
shall also file duplicate copies of their most recently filed federal
income tax returns.

(D) For the purposes of determining whether the property is used
for the actual operation of the exempt activity, consideration shall not
be given to the use of the property for meetings conducted by any
other organization if the meetings are incidental to the other
organization’s primary activities, are not fundraising meetings or
activities as defined in subparagraph (B), are held no more than once
per week, and the other organization and its use of the property meet
all other requirements of paragraphs (1) to (5), inclusive, of
subdivision (a). The owner or the other organization also shall file
with the assessor duplicate copies of valid, unrevoked letters or
rulings from the Internal Revenue Service or the Franchise Tax
Board stating that the other organization, or the national
organization of which it is a local chapter or affiliate, qualifies as an
exempt organization under Section 501(c)(3) or Section 501(c)(4)
of the Internal Revenue Code or Section 23701d, 23701f, or 23701w
of this code, together with duplicate copies of that organization’s
most recently filed federal income tax return, if the organization is
required by federal law to file a return.

Nothing in subparagraph (A), (B), (C), or (D) shall be construed
to either enlarge or restrict the exemption provided for in subdivision
(b) of Section 4 and Section 5 of Article XIII of the California
Constitution and this section.

(4) The property is not used or operated by the owner or by any
other person so as to benefit any officer, trustee, director,
shareholder, member, employee, contributor, or bondholder of the
owner or operator, or any other person, through the distribution of
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profits, payment of excessive charges or compensations or the more
advantageous pursuit of their business or profession.

(5) The property is not used by the owner or members thereof for
fraternal or lodge purposes, or for social club purposes except where
that use is clearly incidental to a primary religious, hospital, scientific,
or charitable purpose.

(6) The property is irrevocably dedicated to religious, charitable,
scientific, or hospital purposes and upon the liquidation, dissolution
or abandonment of the owner will not inure to the benefit of any
private person except a fund, foundation or corporation organized
and operated for religious, hospital, scientific, or charitable purposes.

(7) The property, if used exclusively for scientific purposes, is used
by a foundation or institution which, in addition to complying with
the foregoing requirements for the exemption of charitable
organizations in general, has been chartered by the Congress of the
United States (except that this requirement shall not apply when the
scientific purposes are medical research), and whose objects are the
encouragement or conduct of scientific investigation, research and
discovery for the benefit of the community at large.

The exemption provided for herein shall be known as the ‘‘welfare
exemption.’’ This exemption shall be in addition to any other
exemption now provided by law and the existence of the exemption
provision in paragraph (2) of subdivision (a) of Section 202 shall not
preclude the exemption under this section for museum or library
property. Except as provided in subdivision (e), this section shall not
be construed to enlarge the college exemption.

(b) Property used exclusively for school purposes of less than
collegiate grade and owned and operated by religious, hospital, or
charitable funds, foundations, or corporations, which property and
funds, foundations, or corporations meet all of the requirements of
subdivision (a), shall be deemed to be within the exemption
provided for in subdivision (b) of Section 4 and Section 5 of Article
XIII of the California Constitution and this section.

(c) Property used exclusively for nursery school purposes and
owned and operated by religious, hospital, or charitable funds,
foundations, or corporations, which property and funds, foundations,
or corporations meet all the requirements of subdivision (a), shall be
deemed to be within the exemption provided for in subdivision (b)
of Section 4 and Section 5 of Article XIII of the California Constitution
and this section.

(d) Property used exclusively for a noncommercial educational
FM broadcast station or an educational television station and owned
and operated by religious, hospital, scientific, or charitable funds,
foundations, or corporations meeting all of the requirements of
subdivision (a), shall be deemed to be within the exemption
provided for in subdivision (b) of Section 4 and Section 5 of Article
XIII of the California Constitution and this section.
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(e) Property used exclusively for religious, charitable, scientific,
or hospital purposes and owned and operated by religious, hospital,
scientific, or charitable funds, foundations, or corporations or
educational institutions of collegiate grade, as defined in Section 203,
which property and funds, foundations, corporations, or educational
institutions meet all of the requirements of subdivision (a), shall be
deemed to be within the exemption provided for in subdivision (b)
of Section 4 and Section 5 of Article XIII of the California Constitution
and this section. As to educational institutions of collegiate grade, as
defined in Section 203, the requirements of paragraph (6) of
subdivision (a) shall be deemed to be met if both of the following are
met:

(1) The property of the educational institution is irrevocably
dedicated in its articles of incorporation to charitable and educational
purposes, to religious and educational purposes, or to educational
purposes.

(2) The articles of incorporation of the educational institution
provide for distribution of its property upon its liquidation,
dissolution, or abandonment to a fund, foundation, or corporation
organized and operated for religious, hospital, scientific, charitable,
or educational purposes meeting the requirements for exemption
provided by Section 203 or this section.

(f) Property used exclusively for housing and related facilities for
elderly or handicapped families and financed by, including, but not
limited to, the federal government pursuant to Section 202 of Public
Law 86-372 (12 U.S.C. Sec. 1701q), as amended, Section 231 of Public
Law 73-479 (12 U.S.C. Sec. 1715v), or Section 236 of Public Law 90-448
(12 U.S.C. Sec. 1715z), and owned and operated by religious, hospital,
scientific, or charitable funds, foundations, or corporations meeting
all of the requirements of this section shall be deemed to be within
the exemption provided for in subdivision (b) of Section 4 and
Section 5 of Article XIII of the California Constitution and this
section. The amendment of this paragraph made at the 1983–84
Regular Session of the Legislature does not constitute a change in, but
is declaratory of, the existing law. However, no refund of property
taxes shall be required as a result of this amendment for any fiscal
year prior to the fiscal year in which the amendment takes effect.

Property used exclusively for housing and related facilities for
elderly or handicapped families at which supplemental care or
services designed to meet the special needs of elderly or handicapped
residents are not provided, or which is not financed by the federal
government pursuant to Section 202 of Public Law 86-372 (12 U.S.C.
Sec. 1701q), as amended, Section 231 of Public Law 73-479 (12 U.S.C.
Sec. 1715v), or Section 236 of Public Law 90-448 (12 U.S.C. Sec.
1715z), shall not be entitled to exemption pursuant to this subdivision
unless the property is used for housing and related facilities for low-
and moderate-income elderly or handicapped families. Property
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which would otherwise be exempt pursuant to this subdivision,
except that it includes some housing and related facilities for other
than low- or moderate-income elderly or handicapped families, shall
be entitled to a partial exemption. The partial exemption shall be
equal to that percentage of the value of the property which is equal
to the percentage which the number of low- and moderate-income
elderly and handicapped families occupying the property is of the
total number of families occupying the property.

As used in this subdivision, ‘‘low and moderate income’’ has the
same meaning as the term ‘‘persons and families of low or moderate
income’’ as defined by Section 50093 of the Health and Safety Code.

(g) (1) Property used exclusively for rental housing and related
facilities and owned and operated by religious, hospital, scientific, or
charitable funds, foundations, or corporations, including limited
partnerships in which the managing general partner is an eligible
nonprofit corporation, meeting all of the requirements of this section,
or by veterans’ organizations, as described in Section 215.1, meeting
all the requirements of paragraphs (1) to (7), inclusive, of subdivision
(a), shall be deemed to be within the exemption provided for in
subdivision (b) of Section 4 and Section 5 of Article XIII of the
California Constitution and this section and shall be entitled to a
partial exemption equal to that percentage of the value of the
property which the portion of the property serving lower income
households is of the total property in any year in which any of the
following criteria are applicable:

(A) Twenty percent or more of the occupants of the property are
lower income households whose rent does not exceed that prescribed
by Section 50053 of the Health and Safety Code.

(B) The acquisition, rehabilitation, development, or operation of
the property, or any combination of these factors, is financed with
tax-exempt mortgage revenue bonds or general obligation bonds, or
is financed by local, state, or federal loans or grants and the rents of
the occupants who are lower income households do not exceed those
prescribed by deed restrictions or regulatory agreements pursuant
to the terms of the financing or financial assistance.

(C) The owner of the property is eligible for and receives
low-income housing tax credits pursuant to Section 42 of the Internal
Revenue Code of 1986, as added by Public Law 99-514.

(2) In order to be eligible for the exemption provided by this
subdivision, the owner of the property shall do both of the following:

(A) Certify and ensure that there is a deed restriction, agreement,
or other legal document that restricts the project’s usage and that
provides that the units designated for use by lower income
households are continuously available to or occupied by lower
income households at rents that do not exceed those prescribed by
Section 50053 of the Health and Safety Code, or, to the extent that the
terms of federal, state, or local financing or financial assistance
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conflicts with Section 50053, rents do not exceed those prescribed by
the terms of the financing or financial assistance.

(B) Certify that the funds that would have been necessary to pay
property taxes are used to maintain the affordability of, or reduce
rents otherwise necessary for, the units occupied by lower income
households.

(3) As used in this subdivision, ‘‘lower income households’’ has the
same meaning as the term ‘‘lower income households’’ as defined by
Section 50079.5 of the Health and Safety Code.

(h) Property used exclusively for an emergency or temporary
shelter and related facilities for homeless persons and families and
owned and operated by religious, hospital, scientific, or charitable
funds, foundations, or corporations meeting all of the requirements
of this section shall be deemed to be within the exemption provided
for in subdivision (b) of Section 4 and Section 5 of Article XIII of the
California Constitution and this section. Property which would
otherwise be exempt pursuant to this subdivision, except that it
includes housing and related facilities for other than an emergency
or temporary shelter, shall be entitled to a partial exemption.

As used in this subdivision, ‘‘emergency or temporary shelter’’
means a facility which would be eligible for funding pursuant to
Chapter 11 (commencing with Section 50800) of Part 2 of Division
31 of the Health and Safety Code.

(i) Property used exclusively for housing and related facilities for
employees of religious, charitable, scientific, or hospital organizations
which meet all the requirements of subdivision (a) and owned and
operated by funds, foundations, or corporations which meet all the
requirements of subdivision (a) shall be deemed to be within the
exemption provided for in subdivision (b) of Sections 4 and 5 of
Article XIII of the California Constitution and this section to the
extent the residential use of the property is institutionally necessary
for the operation of the organization.

(j) For purposes of this section, charitable purposes include
educational purposes. For purposes of this subdivision, educational
purposes means those educational purposes and activities for the
benefit of the community as a whole or an unascertainable and
indefinite portion thereof, and shall not include those educational
purposes and activities primarily for the benefit of an organization’s
shareholders. Educational activities shall include the study of
relevant information, the dissemination of that information to
interested members of the general public, and the participation of
interested members of the general public.

SEC. 5.5. Section 214 of the Revenue and Taxation Code is
amended to read:

214. (a) Property used exclusively for religious, hospital,
scientific, or charitable purposes owned and operated by community
chests, funds, foundations or corporations organized and operated for
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religious, hospital, scientific, or charitable purposes is exempt from
taxation, including ad valorem taxes to pay the interest and
redemption charges on any indebtedness approved by the voters
prior to July 1, 1978, or any bonded indebtedness for the acquisition
or improvement of real property approved on or after July 1, 1978,
by two-thirds of the votes cast by the voters voting on the proposition,
if:

(1) The owner is not organized or operated for profit. However,
in the case of hospitals, the organization shall not be deemed to be
organized or operated for profit, if during the immediately preceding
fiscal year the excess of operating revenues, exclusive of gifts,
endowments and grants-in-aid, over operating expenses has not
exceeded a sum equivalent to 10 percent of those operating expenses.
As used herein, operating expenses shall include depreciation based
on cost of replacement and amortization of, and interest on,
indebtedness.

(2) No part of the net earnings of the owner inures to the benefit
of any private shareholder or individual.

(3) The property is used for the actual operation of the exempt
activity, and does not exceed an amount of property reasonably
necessary to the accomplishment of the exempt purpose.

(A) For the purposes of determining whether the property is used
for the actual operation of the exempt activity, consideration shall not
be given to use of the property for either or both of the following
described activities if that use is occasional:

(i) The owner conducts fundraising activities on the property and
the proceeds derived from those activities are not unrelated business
taxable income, as defined in Section 512 of the Internal Revenue
Code of 1986, of the owner and are used to further the exempt activity
of the owner.

(ii) The owner permits any other organization which meets all of
the requirements of this subdivision, other than ownership of the
property, to conduct fundraising activities on the property and the
proceeds derived from those activities are not unrelated business
taxable income, as defined in Section 512 of the Internal Revenue
Code of 1986, of the organization, are not subject to the tax on
unrelated business taxable income which is imposed by Section 511
of the Internal Revenue Code of 1986, and are used to further the
exempt activity of the organization.

(B) For purposes of subparagraph (A):
(i) ‘‘Occasional use’’ means use of the property on an irregular or

intermittent basis by the qualifying owner or any other qualifying
organization described in clause (ii) of subparagraph (A) which is
incidental to the primary activities of the owner or the other
organization.

(ii) ‘‘Fundraising activities’’ means both activities involving the
direct solicitation of money or other property and the anticipated



Ch. 497— 17 —

95

exchange of goods or services for money between the soliciting
organization and the organization or person solicited.

(C) Subparagraph (A) shall have no application in determining
whether paragraph (3) has been satisfied unless the owner of the
property and any other organization using the property as provided
in subparagraph (A) have filed with the assessor duplicate copies of
valid unrevoked letters or rulings from the Internal Revenue Service
which state that the owner and the other organization qualify as
exempt organizations under Section 501(c)(3) of the Internal
Revenue Code. The owner of the property and any other
organization using the property as provided in subparagraph (A)
shall also file duplicate copies of their most recently filed federal
income tax returns.

(D) For the purposes of determining whether the property is used
for the actual operation of the exempt activity, consideration shall not
be given to the use of the property for meetings conducted by any
other organization if the meetings are incidental to the other
organization’s primary activities, are not fundraising meetings or
activities as defined in subparagraph (B), are held no more than once
per week, and the other organization and its use of the property meet
all other requirements of paragraphs (1) to (5), inclusive, of
subdivision (a). The owner or the other organization also shall file
with the assessor duplicate copies of valid, unrevoked letters or
rulings from the Internal Revenue Service or the Franchise Tax
Board stating that the other organization, or the national
organization of which it is a local chapter or affiliate, qualifies as an
exempt organization under Section 501(c)(3) or Section 501(c)(4)
of the Internal Revenue Code or Section 23701d, 23701f, or 23701w
of this code, together with duplicate copies of that organization’s
most recently filed federal income tax return, if the organization is
required by federal law to file a return.

Nothing in subparagraph (A), (B), (C), or (D) shall be construed
to either enlarge or restrict the exemption provided for in subdivision
(b) of Section 4 and Section 5 of Article XIII of the California
Constitution and this section.

(4) The property is not used or operated by the owner or by any
other person so as to benefit any officer, trustee, director,
shareholder, member, employee, contributor, or bondholder of the
owner or operator, or any other person, through the distribution of
profits, payment of excessive charges or compensations or the more
advantageous pursuit of their business or profession.

(5) The property is not used by the owner or members thereof for
fraternal or lodge purposes, or for social club purposes except where
that use is clearly incidental to a primary religious, hospital, scientific,
or charitable purpose.

(6) The property is irrevocably dedicated to religious, charitable,
scientific, or hospital purposes and upon the liquidation, dissolution
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or abandonment of the owner will not inure to the benefit of any
private person except a fund, foundation or corporation organized
and operated for religious, hospital, scientific, or charitable purposes.

(7) The property, if used exclusively for scientific purposes, is used
by a foundation or institution which, in addition to complying with
the foregoing requirements for the exemption of charitable
organizations in general, has been chartered by the Congress of the
United States (except that this requirement shall not apply when the
scientific purposes are medical research), and whose objects are the
encouragement or conduct of scientific investigation, research and
discovery for the benefit of the community at large.

The exemption provided for herein shall be known as the ‘‘welfare
exemption.’’ This exemption shall be in addition to any other
exemption now provided by law and the existence of the exemption
provision in paragraph (2) of subdivision (a) of Section 202 shall not
preclude the exemption under this section for museum or library
property. Except as provided in subdivision (e), this section shall not
be construed to enlarge the college exemption.

(b) Property used exclusively for school purposes of less than
collegiate grade and owned and operated by religious, hospital, or
charitable funds, foundations, or corporations, which property and
funds, foundations, or corporations meet all of the requirements of
subdivision (a), shall be deemed to be within the exemption
provided for in subdivision (b) of Section 4 and Section 5 of Article
XIII of the California Constitution and this section.

(c) Property used exclusively for nursery school purposes and
owned and operated by religious, hospital, or charitable funds,
foundations, or corporations, which property and funds, foundations,
or corporations meet all the requirements of subdivision (a), shall be
deemed to be within the exemption provided for in subdivision (b)
of Section 4 and Section 5 of Article XIII of the California Constitution
and this section.

(d) Property used exclusively for a noncommercial educational
FM broadcast station or an educational television station and owned
and operated by religious, hospital, scientific, or charitable funds,
foundations, or corporations meeting all of the requirements of
subdivision (a), shall be deemed to be within the exemption
provided for in subdivision (b) of Section 4 and Section 5 of Article
XIII of the California Constitution and this section.

(e) Property used exclusively for religious, charitable, scientific,
or hospital purposes and owned and operated by religious, hospital,
scientific, or charitable funds, foundations, or corporations or
educational institutions of collegiate grade, as defined in Section 203,
which property and funds, foundations, corporations, or educational
institutions meet all of the requirements of subdivision (a), shall be
deemed to be within the exemption provided for in subdivision (b)
of Section 4 and Section 5 of Article XIII of the California Constitution
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and this section. As to educational institutions of collegiate grade, as
defined in Section 203, the requirements of paragraph (6) of
subdivision (a) shall be deemed to be met if both of the following are
met:

(1) The property of the educational institution is irrevocably
dedicated in its articles of incorporation to charitable and educational
purposes, to religious and educational purposes, or to educational
purposes.

(2) The articles of incorporation of the educational institution
provide for distribution of its property upon its liquidation,
dissolution, or abandonment to a fund, foundation, or corporation
organized and operated for religious, hospital, scientific, charitable,
or educational purposes meeting the requirements for exemption
provided by Section 203 or this section.

(f) Property used exclusively for housing and related facilities for
elderly or handicapped families and financed by, including, but not
limited to, the federal government pursuant to Section 202 of Public
Law 86-372 (12 U.S.C. Sec. 1701q), as amended, Section 231 of Public
Law 73-479 (12 U.S.C. Sec. 1715v), or Section 236 of Public Law 90-448
(12 U.S.C. Sec. 1715z), and owned and operated by religious, hospital,
scientific, or charitable funds, foundations, or corporations meeting
all of the requirements of this section shall be deemed to be within
the exemption provided for in subdivision (b) of Section 4 and
Section 5 of Article XIII of the California Constitution and this
section. The amendment of this paragraph made at the 1983–84
Regular Session of the Legislature does not constitute a change in, but
is declaratory of, the existing law. However, no refund of property
taxes shall be required as a result of this amendment for any fiscal
year prior to the fiscal year in which the amendment takes effect.

Property used exclusively for housing and related facilities for
elderly or handicapped families at which supplemental care or
services designed to meet the special needs of elderly or handicapped
residents are not provided, or which is not financed by the federal
government pursuant to Section 202 of Public Law 86-372 (12 U.S.C.
Sec. 1701q), as amended, Section 231 of Public Law 73-479 (12 U.S.C.
Sec. 1715v), or Section 236 of Public Law 90-448 (12 U.S.C. Sec.
1715z), shall not be entitled to exemption pursuant to this subdivision
unless the property is used for housing and related facilities for low-
and moderate-income elderly or handicapped families. Property
which would otherwise be exempt pursuant to this subdivision,
except that it includes some housing and related facilities for other
than low- or moderate-income elderly or handicapped families, shall
be entitled to a partial exemption. The partial exemption shall be
equal to that percentage of the value of the property which is equal
to the percentage which the number of low- and moderate-income
elderly and handicapped families occupying the property is of the
total number of families occupying the property.
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As used in this subdivision, ‘‘low and moderate income’’ has the
same meaning as the term ‘‘persons and families of low or moderate
income’’ as defined by Section 50093 of the Health and Safety Code.

(g) (1) Property used exclusively for rental housing and related
facilities and owned and operated by religious, hospital, scientific, or
charitable funds, foundations, or corporations, including limited
partnerships in which the managing general partner is an eligible
nonprofit corporation, meeting all of the requirements of this section,
or by veterans’ organizations, as described in Section 215.1, meeting
all the requirements of paragraphs (1) to (7), inclusive, of subdivision
(a), shall be deemed to be within the exemption provided for in
subdivision (b) of Section 4 and Section 5 of Article XIII of the
California Constitution and this section and shall be entitled to a
partial exemption equal to that percentage of the value of the
property which the portion of the property serving lower income
households is of the total property in any year in which any of the
following criteria are applicable:

(A) Twenty percent or more of the occupants of the property are
lower income households whose rent does not exceed that prescribed
by Section 50053 of the Health and Safety Code.

(B) The acquisition, rehabilitation, development, or operation of
the property, or any combination of these factors, is financed with
tax-exempt mortgage revenue bonds or general obligation bonds, or
is financed by local, state, or federal loans or grants and the rents of
the occupants who are lower income households do not exceed those
prescribed by deed restrictions or regulatory agreements pursuant
to the terms of the financing or financial assistance.

(C) The owner of the property is eligible for and receives
low-income housing tax credits pursuant to Section 42 of the Internal
Revenue Code of 1986, as added by Public Law 99-514.

(2) In order to be eligible for the exemption provided by this
subdivision, the owner of the property shall do both of the following:

(A) Certify and ensure that there is a deed restriction, agreement,
or other legal document that restricts the project’s usage and that
provides that the units designated for use by lower income
households are continuously available to or occupied by lower
income households at rents that do not exceed those prescribed by
Section 50053 of the Health and Safety Code, or, to the extent that the
terms of federal, state, or local financing or financial assistance
conflicts with Section 50053, rents do not exceed those prescribed by
the terms of the financing or financial assistance.

(B) Certify that the funds that would have been necessary to pay
property taxes are used to maintain the affordability of, or reduce
rents otherwise necessary for, the units occupied by lower income
households.
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(3) As used in this subdivision, ‘‘lower income households’’ has the
same meaning as the term ‘‘lower income households’’ as defined by
Section 50079.5 of the Health and Safety Code.

(h) Property used exclusively for an emergency or temporary
shelter and related facilities for homeless persons and families and
owned and operated by religious, hospital, scientific, or charitable
funds, foundations, or corporations meeting all of the requirements
of this section shall be deemed to be within the exemption provided
for in subdivision (b) of Section 4 and Section 5 of Article XIII of the
California Constitution and this section. Property which would
otherwise be exempt pursuant to this subdivision, except that it
includes housing and related facilities for other than an emergency
or temporary shelter, shall be entitled to a partial exemption.

As used in this subdivision, ‘‘emergency or temporary shelter’’
means a facility which would be eligible for funding pursuant to
Chapter 11 (commencing with Section 50800) of Part 2 of Division
31 of the Health and Safety Code.

(i) Property used exclusively for housing and related facilities for
employees of religious, charitable, scientific, or hospital organizations
which meet all the requirements of subdivision (a) and owned and
operated by funds, foundations, or corporations which meet all the
requirements of subdivision (a) shall be deemed to be within the
exemption provided for in subdivision (b) of Sections 4 and 5 of
Article XIII of the California Constitution and this section to the
extent the residential use of the property is institutionally necessary
for the operation of the organization.

(j) For purposes of this section, charitable purposes include
educational purposes. For purposes of this subdivision, educational
purposes means those educational purposes and activities for the
benefit of the community as a whole or an unascertainable and
indefinite portion thereof, and shall not include those educational
purposes and activities primarily for the benefit of an organization’s
shareholders. Educational activities shall include the study of
relevant information, the dissemination of that information to
interested members of the general public, and the participation of
interested members of the general public.

SEC. 6. Section 214.8 of the Revenue and Taxation Code is
amended to read:

214.8. (a) Except as provided in Sections 213.7 and 231, and as
provided in subdivision (g) of Section 214 with respect to veterans’
organizations, the ‘‘welfare exemption’’ shall not be granted to any
organization unless it is qualified as an exempt organization under
either Section 23701d of this code or Section 501(c)(3) of the Internal
Revenue Code. This section shall not be construed to enlarge the
‘‘welfare exemption’’ to apply to organizations qualified under
Section 501(c)(3) of the Internal Revenue Code of 1954 but not
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otherwise qualified for the ‘‘welfare exemption’’ under other
provisions of this code.

The exemption for veterans’ organizations shall not be granted to
any organization unless it is qualified as an exempt organization
under either Section 23701f or 23701w of this code or under Section
501(c)(4) or 501(c)(19) of the Internal Revenue Code. This section
shall not be construed to enlarge the ‘‘veterans’ organization
exemption’’ to apply to organizations qualified under Section
501(c)(4) or 501(c)(19) but not otherwise qualified for the
‘‘veterans’ organization exemption’’ under other provisions of this
code.

(b) For purposes of subdivision (a), an organization shall not be
deemed to be qualified as an exempt organization unless the
organization files with the assessor duplicate copies of a valid,
unrevoked letter or ruling from either the Franchise Tax Board or,
in the alternative, the Internal Revenue Service, which states that the
organization qualifies as an exempt organization under the
appropriate provisions of the Bank and Corporation Tax Law or the
Internal Revenue Code.

SEC. 7. Section 531.05 of the Revenue and Taxation Code is
repealed.

SEC. 8. Section 532 of the Revenue and Taxation Code is
amended to read:

532. (a) Except as provided in subdivision (b), any assessment to
which the penalty provided for in Section 504 must be added shall be
made within six years after July 1 of the assessment year in which the
property escaped taxation or was underassessed, and any other
assessment made pursuant to either Article 3 (commencing with
Section 501) or this article shall be made within four years after July
1 of the assessment year in which the property escaped taxation or
was underassessed.

(b) In the case where property has escaped taxation, in whole or
in part, or has been underassessed, following a change in ownership,
the applicable limitations period specified in subdivision (a) shall not
commence until July 1 of the assessment year in which either a
change in ownership statement, as required by Section 480, 480.1, or
480.2, or a preliminary change in ownership report, as required by
Section 480.3, is filed with respect to the event giving rise to the
escape assessment or underassessment.

(c) For purposes of this section, ‘‘assessment year’’ means the
period defined in Section 118.

SEC. 9. Section 532.3 of the Revenue and Taxation Code is
repealed.

SEC. 10. Section 744 of the Revenue and Taxation Code is
amended to read:

744. (a) The board shall notify the petitioner of its decision on a
petition for reassessment by mail and shall make written findings and
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conclusions if requested at or prior to the commencement of the
hearing. The board shall send a periodic report of its decisions and
any written findings and conclusions thereon to each county in which
affected state-assessed property is situated. The findings shall fairly
disclose the board’s determination of material factual issues and shall
contain a statement of the method or methods of valuation used by
the board in valuing the property. Notwithstanding the requirement
for a statement of method or methods, the board’s approval of a
settlement of a lawsuit contesting the value of state-assessed property
shall be sufficient disclosure when value is determined in accordance
with a board-approved settlement. Decisions of the board on
petitions for reassessment of state-assessed property shall be
completed on or before December 31.

(b) When the value of an assessee’s state-assessed property is
determined, after a hearing on a petition for reassessment, to be
different from the value originally adopted by the board, the board
shall determine the year in which the corrected value is to be entered
on the roll. The correct value may be entered on the roll for the fiscal
year in which the determination is made, or the difference between
the original and the corrected value may be entered as an increase
or decrease in the assessment for the succeeding fiscal year. If the
corrected value is entered on the roll for the fiscal year in which it
is determined, and the board roll has been transmitted to the county
auditors, the board shall make the corresponding changes in
allocations and transmit the roll corrections to the county auditor.

(c) If the amount of the correction is to be entered on the roll for
the succeeding fiscal year, an amount is to be added in lieu of interest.
If the correction results in a reduction in assessed value, there shall
be added to the reduction, in lieu of interest, 9 percent of the
difference between the original assessed value and the reduced
assessed value. If the correction results in an increase in assessed
value, there shall be added to the increase, in lieu of interest, 9
percent of the difference between the original assessed value and the
increased assessed value.

SEC. 11. Section 746 of the Revenue and Taxation Code is
amended to read:

746. Upon or prior to the completion of the assessment roll
prepared by the board, the board shall mail notice to each assessee
at its address as shown on the records of the board, of the allocated
assessed values of the assessee’s unitary property that have been or
are proposed to be placed on the assessment roll to be transmitted to
county auditors. The notice shall include a statement of the date by
which and the place where the assessee may petition for a correction
of an allocated assessment. The date shall not be less than five days
from the date of mailing of the notice. The time and place for hearing,
in the event a petition is to be filed, may be stated in the notice, and
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in that case the time for the hearing shall not be less than 10 days from
the date of the mailing of the notice of the allocated assessed values.

SEC. 12. Article 3 (commencing with Section 1901) of Chapter 2
of Part 3 of Division 1 of the Revenue and Taxation Code is repealed.

SEC. 13. Section 2611.6 of the Revenue and Taxation Code is
amended to read:

2611.6. The following information shall be included in each
county tax bill or in a separate statement accompanying the bill:

(a) The full value of locally assessed property, including
assessments made for irrigation district purposes in accordance with
Section 26625.1 of the Water Code.

(b) The tax rate required by Article XIII A of the California
Constitution.

(c) The rate or dollar amount of taxes levied in excess of the
1-percent limitation to pay for voter-approved indebtedness
incurred before July 1, 1978, or bonded indebtedness for the
acquisition or improvement of real property approved by two-thirds
of the voters on or after June 4, 1986.

(d) The amount of any special taxes and special assessments
levied.

(e) The amount of any tax rate reduction pursuant to Section 100
of this code, with the notation: ‘‘Tax reduction by (name of
jurisdiction).’’

(f) The amount of any exemptions. Exemptions reimbursable by
the state shall be separately shown.

(g) The total taxes due on the property covered by the bill.
(h) Instructions on tendering payment, including the name and

mailing address of the tax collector.
(i) Information specifying all of the following:
(1) That if the taxpayer disagrees with a change in the assessed

value as shown on the tax bill, the taxpayer has the right to an
informal assessment review for the following year by contacting the
assessor’s office by March 1.

(2) That if the taxpayer and the assessor are unable to agree on
proper assessed value pursuant to an informal assessment review, the
taxpayer has the right to file an application for reduction in
assessment for the following year with the county board of
equalization or the assessment appeals board, as applicable, during
the period from July 2 to September 15, inclusive.

(3) The address of the clerk of the county board of equalization or
the assessment appeals board, as applicable, at which forms for an
application for reduction may be obtained.

SEC. 14. Section 4843 of the Revenue and Taxation Code is
repealed.

SEC. 15. Section 4844 of the Revenue and Taxation Code is
repealed.
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SEC. 16. Section 4845 of the Revenue and Taxation Code is
repealed.

SEC. 17. Section 5366 of the Revenue and Taxation Code is
amended to read:

5366. Owners, as well as operators, of private and public airports
shall, within 15 days following the lien date of each year, provide the
assessor of the county in which the airport is situated with a statement
containing a list of names and addresses of the owners, and the make,
model, and aircraft registration number, of all aircraft which were
using the airport as a base. The assessors of each county shall, not later
than July 1, 1970, and not later than the first day of July of each year
thereafter, provide the California Department of Transportation,
Division of Aeronautics with a statement containing a list of names,
addresses of owners, make, model, aircraft registration number, and
assessed value of all aircraft which were using airports in the county
as a base.

SEC. 18. Section 9271 of the Revenue and Taxation Code is
repealed.

SEC. 19. Section 9271 is added to the Revenue and Taxation Code,
to read:

9271. (a) It is the intent of the Legislature that the State Board
of Equalization, its staff, and the Attorney General pursue
settlements as authorized under this section with respect to civil tax
matters in dispute that are the subject of protests, appeals, or refund
claims, consistent with a reasonable evaluation of the costs and risks
associated with litigation of these matters.

(b) (1) Subject to paragraph (2), the executive director or chief
counsel, if authorized by the executive director, of the board may
recommend to the State Board of Equalization, itself, a settlement of
any civil tax matter in dispute.

(2) No recommendation of settlement shall be submitted to the
board unless and until that recommendation has been submitted by
the executive director or chief counsel to the Attorney General.
Within 30 days of receiving that recommendation, the Attorney
General shall review the recommendation and advise, in writing, the
executive director or chief counsel of the board of his or her
conclusions as to whether the recommendation is reasonable from an
overall perspective. The executive director or chief counsel shall,
with each recommendation of settlement submitted to the board,
also submit the Attorney General’s written conclusions obtained
pursuant to this paragraph.

(c) Whenever a reduction of tax in settlement in excess of five
hundred dollars ($500) is approved pursuant to this section, there
shall be placed on file in the office of the executive director of the
board a public record with respect to that settlement. The public
record shall include all of the following information:
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(1) The name or names of the taxpayers who are parties to the
settlement.

(2) The total amount in dispute.
(3) The amount agreed to pursuant to the settlement.
(4) A summary of the reasons why the settlement is in the best

interests of the State of California.
(5) The Attorney General’s conclusion as to whether the

recommendation of settlement was reasonable from an overall
perspective.

The public record shall not include any information that relates to
any trade secret, patent, process, style of work, apparatus, business
secret, or organizational structure that, if disclosed, would adversely
affect the taxpayer or the national defense.

(d) The members of the State Board of Equalization shall not
participate in the settlement of tax matters pursuant to this section,
except as provided in subdivision (e).

(e) (1) Any recommendation for settlement shall be approved or
disapproved by the board, itself, within 45 days of the submission of
that recommendation to the board. Any recommendation for
settlement that is not either approved or disapproved by the board
within 45 days of the submission of that recommendation shall be
deemed approved. Upon approval of a recommendation for
settlement, the matter shall be referred back to the executive
director or chief counsel in accordance with the decision of the board.

(2) Disapproval of a recommendation for settlement shall be
made only by a majority vote of the board. Where the board
disapproves a recommendation for settlement, the matter shall be
remanded to board staff for further negotiation, and may be
resubmitted to the board, in the same manner and subject to the
same requirements as the initial submission, at the discretion of the
executive director or chief counsel.

(f) All settlements entered into pursuant to this section shall be
final and nonappealable, except upon a showing of fraud or
misrepresentation with respect to a material fact.

(g) Any proceedings undertaken by the board itself pursuant to
a settlement as described in this section shall be conducted in a closed
session or sessions. Except as provided in subdivision (c), any
settlement entered into pursuant to this section shall constitute
confidential tax information for purposes of Section 9255.

(h) This section shall apply only to civil tax matters in dispute on
or after the effective date of the act adding this subdivision.

(i) The Legislature finds that it is essential for fiscal purposes that
the settlement program authorized by this section be expeditiously
implemented. Accordingly, Chapter 3.5 (commencing with Section
11340) of Part 1 of Division 3 of Title 2 of the Government Code shall
not apply to any determination, rule, notice, or guideline established
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or issued by the board in implementing and administering the
settlement program authorized by this section.

SEC. 20. Section 30459.1 of the Revenue and Taxation Code is
repealed.

SEC. 21. Section 30459.1 is added to the Revenue and Taxation
Code, to read:

30459.1. (a) It is the intent of the Legislature that the State Board
of Equalization, its staff, and the Attorney General pursue
settlements as authorized under this section with respect to civil tax
matters in dispute that are the subject of protests, appeals, or refund
claims, consistent with a reasonable evaluation of the costs and risks
associated with litigation of these matters.

(b) (1) Subject to paragraph (2), the executive director or chief
counsel, if authorized by the executive director, of the board may
recommend to the State Board of Equalization, itself, a settlement of
any civil tax matter in dispute.

(2) No recommendation of settlement shall be submitted to the
board unless and until that recommendation has been submitted by
the executive director or chief counsel to the Attorney General.
Within 30 days of receiving that recommendation, the Attorney
General shall review the recommendation and advise, in writing, the
executive director or chief counsel of the board of his or her
conclusions as to whether the recommendation is reasonable from an
overall perspective. The executive director or chief counsel shall,
with each recommendation of settlement submitted to the board,
also submit the Attorney General’s written conclusions obtained
pursuant to this paragraph.

(c) Whenever a reduction of tax in settlement in excess of five
hundred dollars ($500) is approved pursuant to this section, there
shall be placed on file in the office of the executive director of the
board a public record with respect to that settlement. The public
record shall include all of the following information:

(1) The name or names of the taxpayers who are parties to the
settlement.

(2) The total amount in dispute.
(3) The amount agreed to pursuant to the settlement.
(4) A summary of the reasons why the settlement is in the best

interests of the State of California.
(5) The Attorney General’s conclusion as to whether the

recommendation of settlement was reasonable from an overall
perspective.

The public record shall not include any information that relates to
any trade secret, patent, process, style of work, apparatus, business
secret, or organizational structure that, if disclosed, would adversely
affect the taxpayer or the national defense.
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(d) The members of the State Board of Equalization shall not
participate in the settlement of tax matters pursuant to this section,
except as provided in subdivision (e).

(e) (1) Any recommendation for settlement shall be approved or
disapproved by the board, itself, within 45 days of the submission of
that recommendation to the board. Any recommendation for
settlement that is not either approved or disapproved by the board
within 45 days of the submission of that recommendation shall be
deemed approved. Upon approval of a recommendation for
settlement, the matter shall be referred back to the executive
director or chief counsel in accordance with the decision of the board.

(2) Disapproval of a recommendation for settlement shall be
made only by a majority vote of the board. Where the board
disapproves a recommendation for settlement, the matter shall be
remanded to board staff for further negotiation, and may be
resubmitted to the board, in the same manner and subject to the
same requirements as the initial submission, at the discretion of the
executive director or chief counsel.

(f) All settlements entered into pursuant to this section shall be
final and nonappealable, except upon a showing of fraud or
misrepresentation with respect to a material fact.

(g) Any proceedings undertaken by the board itself pursuant to
a settlement as described in this section shall be conducted in a closed
session or sessions. Except as provided in subdivision (c), any
settlement entered into pursuant to this section shall constitute
confidential tax information for purposes of Section 30455.

(h) This section shall apply only to civil tax matters in dispute on
or after the effective date of the act adding this subdivision.

(i) The Legislature finds that it is essential for fiscal purposes that
the settlement program authorized by this section be expeditiously
implemented. Accordingly, Chapter 3.5 (commencing with Section
11340) of Part 1 of Division 3 of Title 2 of the Government Code shall
not apply to any determination, rule, notice, or guideline established
or issued by the board in implementing and administering the
settlement program authorized by this section.

SEC. 22. Section 32471 of the Revenue and Taxation Code is
repealed.

SEC. 23. Section 32471 is added to the Revenue and Taxation
Code, to read:

32471. (a) It is the intent of the Legislature that the State Board
of Equalization, its staff, and the Attorney General pursue
settlements as authorized under this section with respect to civil tax
matters in dispute that are the subject of protests, appeals, or refund
claims, consistent with a reasonable evaluation of the costs and risks
associated with litigation of these matters.

(b) (1) Subject to paragraph (2), the executive director or chief
counsel, if authorized by the executive director, of the board may
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recommend to the State Board of Equalization, itself, a settlement of
any civil tax matter in dispute.

(2) No recommendation of settlement shall be submitted to the
board unless and until that recommendation has been submitted by
the executive director or chief counsel to the Attorney General.
Within 30 days of receiving that recommendation, the Attorney
General shall review the recommendation and advise, in writing, the
executive director or chief counsel of the board of his or her
conclusions as to whether the recommendation is reasonable from an
overall perspective. The executive director or chief counsel shall,
with each recommendation of settlement submitted to the board,
also submit the Attorney General’s written conclusions obtained
pursuant to this paragraph.

(c) Whenever a reduction of tax in settlement in excess of five
hundred dollars ($500) is approved pursuant to this section, there
shall be placed on file in the office of the executive director of the
board a public record with respect to that settlement. The public
record shall include all of the following information:

(1) The name or names of the taxpayers who are parties to the
settlement.

(2) The total amount in dispute.
(3) The amount agreed to pursuant to the settlement.
(4) A summary of the reasons why the settlement is in the best

interests of the State of California.
(5) The Attorney General’s conclusion as to whether the

recommendation of settlement was reasonable from an overall
perspective.

The public record shall not include any information that relates to
any trade secret, patent, process, style of work, apparatus, business
secret, or organizational structure that, if disclosed, would adversely
affect the taxpayer or the national defense.

(d) The members of the State Board of Equalization shall not
participate in the settlement of tax matters pursuant to this section,
except as provided in subdivision (e).

(e) (1) Any recommendation for settlement shall be approved or
disapproved by the board, itself, within 45 days of the submission of
that recommendation to the board. Any recommendation for
settlement that is not either approved or disapproved by the board
within 45 days of the submission of that recommendation shall be
deemed approved. Upon approval of a recommendation for
settlement, the matter shall be referred back to the executive
director or chief counsel in accordance with the decision of the board.

(2) Disapproval of a recommendation for settlement shall be
made only by a majority vote of the board. Where the board
disapproves a recommendation for settlement, the matter shall be
remanded to board staff for further negotiation, and may be
resubmitted to the board, in the same manner and subject to the
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same requirements as the initial submission, at the discretion of the
executive director or chief counsel.

(f) All settlements entered into pursuant to this section shall be
final and nonappealable, except upon a showing of fraud or
misrepresentation with respect to a material fact.

(g) Any proceedings undertaken by the board itself pursuant to
a settlement as described in this section shall be conducted in a closed
session or sessions. Except as provided in subdivision (c), any
settlement entered into pursuant to this section shall constitute
confidential tax information for purposes of Section 32455.

(h) This section shall apply only to civil tax matters in dispute on
or after the effective date of the act adding this subdivision.

(i) The Legislature finds that it is essential for fiscal purposes that
the settlement program authorized by this section be expeditiously
implemented. Accordingly, Chapter 3.5 (commencing with Section
11340) of Part 1 of Division 3 of Title 2 of the Government Code shall
not apply to any determination, rule, notice, or guideline established
or issued by the board in implementing and administering the
settlement program authorized by this section.

SEC. 24. Section 40211 of the Revenue and Taxation Code is
repealed.

SEC. 25. Section 40211 is added to the Revenue and Taxation
Code, to read:

40211. (a) It is the intent of the Legislature that the State Board
of Equalization, its staff, and the Attorney General pursue
settlements as authorized under this section with respect to
surcharge matters in dispute that are the subject of protests, appeals,
or refund claims, consistent with a reasonable evaluation of the costs
and risks associated with litigation of these matters.

(b) (1) Subject to paragraph (2), the executive director or chief
counsel, if authorized by the executive director, of the board may
recommend to the State Board of Equalization, itself, a settlement of
any surcharge matter in dispute.

(2) No recommendation of settlement shall be submitted to the
board unless and until that recommendation has been submitted by
the executive director or chief counsel to the Attorney General.
Within 30 days of receiving that recommendation, the Attorney
General shall review the recommendation and advise, in writing, the
executive director or chief counsel of the board of his or her
conclusions as to whether the recommendation is reasonable from an
overall perspective. The executive director or chief counsel shall,
with each recommendation of settlement submitted to the board,
also submit the Attorney General’s written conclusions obtained
pursuant to this paragraph.

(c) Whenever a reduction of surcharge in settlement in excess of
five hundred dollars ($500) is approved pursuant to this section,
there shall be placed on file in the office of the executive director of
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the board a public record with respect to that settlement. The public
record shall include all of the following information:

(1) The name or names of the surcharge payers who are parties
to the settlement.

(2) The total amount in dispute.
(3) The amount agreed to pursuant to the settlement.
(4) A summary of the reasons why the settlement is in the best

interests of the State of California.
(5) The Attorney General’s conclusion as to whether the

recommendation of settlement was reasonable from an overall
perspective.

The public record shall not include any information that relates to
any trade secret, patent, process, style of work, apparatus, business
secret, or organizational structure that, if disclosed, would adversely
affect the surcharge payer or the national defense.

(d) The members of the State Board of Equalization shall not
participate in the settlement of surcharge matters pursuant to this
section, except as provided in subdivision (e).

(e) (1) Any recommendation for settlement shall be approved or
disapproved by the board, itself, within 45 days of the submission of
that recommendation to the board. Any recommendation for
settlement that is not either approved or disapproved by the board
within 45 days of the submission of that recommendation shall be
deemed approved. Upon approval of a recommendation for
settlement, the matter shall be referred back to the executive
director or chief counsel in accordance with the decision of the board.

(2) Disapproval of a recommendation for settlement shall be
made only by a majority vote of the board. Where the board
disapproves a recommendation for settlement, the matter shall be
remanded to board staff for further negotiation, and may be
resubmitted to the board, in the same manner and subject to the
same requirements as the initial submission, at the discretion of the
executive director or chief counsel.

(f) All settlements entered into pursuant to this section shall be
final and nonappealable, except upon a showing of fraud or
misrepresentation with respect to a material fact.

(g) Any proceedings undertaken by the board itself pursuant to
a settlement as described in this section shall be conducted in a closed
session or sessions.

(h) This section shall apply only to surcharge matters in dispute
on or after the effective date of the act adding this subdivision.

(i) The Legislature finds that it is essential for fiscal purposes that
the settlement program authorized by this section be expeditiously
implemented. Accordingly, Chapter 3.5 (commencing with Section
11340) of Part 1 of Division 3 of Title 2 of the Government Code shall
not apply to any determination, rule, notice, or guideline established
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or issued by the board in implementing and administering the
settlement program authorized by this section.

SEC. 26. Section 41171 of the Revenue and Taxation Code is
repealed.

SEC. 27. Section 41171 is added to the Revenue and Taxation
Code, to read:

41171. (a) It is the intent of the Legislature that the State Board
of Equalization, its staff, and the Attorney General pursue
settlements as authorized under this section with respect to
surcharge matters in dispute that are the subject of protests, appeals,
or refund claims, consistent with a reasonable evaluation of the costs
and risks associated with litigation of these matters.

(b) (1) Subject to paragraph (2), the executive director or chief
counsel, if authorized by the executive director, of the board may
recommend to the State Board of Equalization, itself, a settlement of
any surcharge matter in dispute.

(2) No recommendation of settlement shall be submitted to the
board unless and until that recommendation has been submitted by
the executive director or chief counsel to the Attorney General.
Within 30 days of receiving that recommendation, the Attorney
General shall review the recommendation and advise, in writing, the
executive director or chief counsel of the board of his or her
conclusions as to whether the recommendation is reasonable from an
overall perspective. The executive director or chief counsel shall,
with each recommendation of settlement submitted to the board,
also submit the Attorney General’s written conclusions obtained
pursuant to this paragraph.

(c) Whenever a reduction of surcharge in settlement in excess of
five hundred dollars ($500) is approved pursuant to this section,
there shall be placed on file in the office of the executive director of
the board a public record with respect to that settlement. The public
record shall include all of the following information:

(1) The name or names of the surcharge payers who are parties
to the settlement.

(2) The total amount in dispute.
(3) The amount agreed to pursuant to the settlement.
(4) A summary of the reasons why the settlement is in the best

interests of the State of California.
(5) The Attorney General’s conclusion as to whether the

recommendation of settlement was reasonable from an overall
perspective.

The public record shall not include any information that relates to
any trade secret, patent, process, style of work, apparatus, business
secret, or organizational structure that, if disclosed, would adversely
affect the surcharge payer or the national defense.
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(d) The members of the State Board of Equalization shall not
participate in the settlement of surcharge matters pursuant to this
section, except as provided in subdivision (e).

(e) (1) Any recommendation for settlement shall be approved or
disapproved by the board, itself, within 45 days of the submission of
that recommendation to the board. Any recommendation for
settlement that is not either approved or disapproved by the board
within 45 days of the submission of that recommendation shall be
deemed approved. Upon approval of a recommendation for
settlement, the matter shall be referred back to the executive
director or chief counsel in accordance with the decision of the board.

(2) Disapproval of a recommendation for settlement shall be
made only by a majority vote of the board. Where the board
disapproves a recommendation for settlement, the matter shall be
remanded to board staff for further negotiation, and may be
resubmitted to the board, in the same manner and subject to the
same requirements as the initial submission, at the discretion of the
executive director or chief counsel.

(f) All settlements entered into pursuant to this section shall be
final and nonappealable, except upon a showing of fraud or
misrepresentation with respect to a material fact.

(g) Any proceedings undertaken by the board itself pursuant to
a settlement as described in this section shall be conducted in a closed
session or sessions.

(h) This section shall apply only to surcharge matters in dispute
on or after the effective date of the act adding this subdivision.

(i) The Legislature finds that it is essential for fiscal purposes that
the settlement program authorized by this section be expeditiously
implemented. Accordingly, Chapter 3.5 (commencing with Section
11340) of Part 1 of Division 3 of Title 2 of the Government Code shall
not apply to any determination, rule, notice, or guideline established
or issued by the board in implementing and administering the
settlement program authorized by this section.

SEC. 28. Section 43522 of the Revenue and Taxation Code is
repealed.

SEC. 29. Section 43522 is added to the Revenue and Taxation
Code, to read:

43522. (a) It is the intent of the Legislature that the State Board
of Equalization, its staff, and the Attorney General pursue
settlements as authorized under this section with respect to civil tax
matters in dispute that are the subject of protests, appeals, or refund
claims, consistent with a reasonable evaluation of the costs and risks
associated with litigation of these matters.

(b) (1) Subject to paragraph (2), the executive director or chief
counsel, if authorized by the executive director, of the board may
recommend to the State Board of Equalization, itself, a settlement of
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any civil tax matter in dispute which arises under Section 372.7 or
429.14 of the Health and Safety Code.

(2) No recommendation of settlement shall be submitted to the
board unless and until that recommendation has been submitted by
the executive director or chief counsel to the Attorney General.
Within 30 days of receiving that recommendation, the Attorney
General shall review the recommendation and advise, in writing, the
executive director or chief counsel of the board of his or her
conclusions as to whether the recommendation is reasonable from an
overall perspective. The executive director or chief counsel shall,
with each recommendation of settlement submitted to the board,
also submit the Attorney General’s written conclusions obtained
pursuant to this paragraph.

(c) Whenever a reduction of tax in settlement in excess of five
hundred dollars ($500) is approved pursuant to this section, there
shall be placed on file in the office of the executive director of the
board a public record with respect to that settlement. The public
record shall include all of the following information:

(1) The name or names of the taxpayers who are parties to the
settlement.

(2) The total amount in dispute.
(3) The amount agreed to pursuant to the settlement.
(4) A summary of the reasons why the settlement is in the best

interests of the State of California.
(5) The Attorney General’s conclusion as to whether the

recommendation of settlement was reasonable from an overall
perspective.

The public record shall not include any information that relates to
any trade secret, patent, process, style of work, apparatus, business
secret, or organizational structure that, if disclosed, would adversely
affect the taxpayer or the national defense.

(d) The members of the State Board of Equalization shall not
participate in the settlement of tax matters pursuant to this section,
except as provided in subdivision (e).

(e) (1) Any recommendation for settlement shall be approved or
disapproved by the board, itself, within 45 days of the submission of
that recommendation to the board. Any recommendation for
settlement that is not either approved or disapproved by the board
within 45 days of the submission of that recommendation shall be
deemed approved. Upon approval of a recommendation for
settlement, the matter shall be referred back to the executive
director or chief counsel in accordance with the decision of the board.

(2) Disapproval of a recommendation for settlement shall be
made only by a majority vote of the board. Where the board
disapproves a recommendation for settlement, the matter shall be
remanded to board staff for further negotiation, and may be
resubmitted to the board, in the same manner and subject to the
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same requirements as the initial submission, at the discretion of the
executive director or chief counsel.

(f) All settlements entered into pursuant to this section shall be
final and nonappealable, except upon a showing of fraud or
misrepresentation with respect to a material fact.

(g) Any proceedings undertaken by the board itself pursuant to
a settlement as described in this section shall be conducted in a closed
session or sessions. Except as provided in subdivision (c), any
settlement entered into pursuant to this section shall constitute
confidential tax information for purposes of Section 43651.

(h) This section shall apply only to civil tax matters in dispute on
or after the effective date of the act adding this subdivision.

(i) The Legislature finds that it is essential for fiscal purposes that
the settlement program authorized by this section be expeditiously
implemented. Accordingly, Chapter 3.5 (commencing with Section
11340) of Part 1 of Division 3 of Title 2 of the Government Code shall
not apply to any determination, rule, notice, or guideline established
or issued by the board in implementing and administering the
settlement program authorized by this section.

SEC. 30. Section 45867 of the Revenue and Taxation Code is
repealed.

SEC. 31. Section 45867 is added to the Revenue and Taxation
Code, to read:

45867. (a) It is the intent of the Legislature that the State Board
of Equalization, its staff, and the Attorney General pursue
settlements as authorized under this section with respect to fee
matters in dispute that are the subject of protests, appeals, or refund
claims, consistent with a reasonable evaluation of the costs and risks
associated with litigation of these matters.

(b) (1) Subject to paragraph (2), the executive director or chief
counsel, if authorized by the executive director, of the board may
recommend to the State Board of Equalization, itself, a settlement of
any fee matter in dispute.

(2) No recommendation of settlement shall be submitted to the
board unless and until that recommendation has been submitted by
the executive director or chief counsel to the Attorney General.
Within 30 days of receiving that recommendation, the Attorney
General shall review the recommendation and advise, in writing, the
executive director or chief counsel of the board of his or her
conclusions as to whether the recommendation is reasonable from an
overall perspective. The executive director or chief counsel shall,
with each recommendation of settlement submitted to the board,
also submit the Attorney General’s written conclusions obtained
pursuant to this paragraph.

(c) Whenever a reduction of fees in settlement in excess of five
hundred dollars ($500) is approved pursuant to this section, there
shall be placed on file in the office of the executive director of the
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board a public record with respect to that settlement. The public
record shall include all of the following information:

(1) The name or names of the feepayers who are parties to the
settlement.

(2) The total amount in dispute.
(3) The amount agreed to pursuant to the settlement.
(4) A summary of the reasons why the settlement is in the best

interests of the State of California.
(5) The Attorney General’s conclusion as to whether the

recommendation of settlement was reasonable from an overall
perspective.

The public record shall not include any information that relates to
any trade secret, patent, process, style of work, apparatus, business
secret, or organizational structure that, if disclosed, would adversely
affect the feepayer or the national defense.

(d) The members of the State Board of Equalization shall not
participate in the settlement of fee matters pursuant to this section,
except as provided in subdivision (e).

(e) (1) Any recommendation for settlement shall be approved or
disapproved by the board, itself, within 45 days of the submission of
that recommendation to the board. Any recommendation for
settlement that is not either approved or disapproved by the board
within 45 days of the submission of that recommendation shall be
deemed approved. Upon approval of a recommendation for
settlement, the matter shall be referred back to the executive
director or chief counsel in accordance with the decision of the board.

(2) Disapproval of a recommendation for settlement shall be
made only by a majority vote of the board. Where the board
disapproves a recommendation for settlement, the matter shall be
remanded to board staff for further negotiation, and may be
resubmitted to the board, in the same manner and subject to the
same requirements as the initial submission, at the discretion of the
executive director or chief counsel.

(f) All settlements entered into pursuant to this section shall be
final and nonappealable, except upon a showing of fraud or
misrepresentation with respect to a material fact.

(g) Any proceedings undertaken by the board itself pursuant to
a settlement as described in this section shall be conducted in a closed
session or sessions. Except as provided in subdivision (c), any
settlement entered into pursuant to this section shall constitute
confidential information for purposes of Section 45982.

(h) This section shall apply only to fee matters in dispute on or
after the effective date of the act adding this subdivision.

(i) The Legislature finds that it is essential for fiscal purposes that
the settlement program authorized by this section be expeditiously
implemented. Accordingly, Chapter 3.5 (commencing with Section
11340) of Part 1 of Division 3 of Title 2 of the Government Code shall
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not apply to any determination, rule, notice, or guideline established
or issued by the board in implementing and administering the
settlement program authorized by this section.

SEC. 32. An article heading is added to Chapter 6 (commencing
with Section 46601) of Part 24 of Division 2 of the Revenue and
Taxation Code immediately preceding Section 46601, to read:

Article 1. General Provisions

SEC. 33. Article 2 (commencing with Section 46611) is added to
Chapter 6 of Part 24 of Division 2 of the Revenue and Taxation Code,
to read:

Article 2. The California Taxpayers’ Bill of Rights

46611. The board shall administer this article. Unless the context
indicates otherwise, the provisions of this article shall apply to this
part.

46612. (a) The board shall establish the position of the
Taxpayers’ Rights Advocate. The advocate or his or her designee shall
be responsible for facilitating resolution of feepayer complaints and
problems, including any feepayer complaints regarding
unsatisfactory treatment of feepayers by board employees, and
staying actions where feepayers have suffered or will suffer
irreparable loss as the result of those actions. Applicable statutes of
limitation shall be tolled during the pendency of a stay. Any penalties
and interest that would otherwise accrue shall not be affected by the
granting of a stay.

(b) The advocate shall report directly to the executive officer of
the board.

46613. (a) The board shall develop and implement an education
and information program directed at, but not limited to, all of the
following groups:

(1) Feepayers newly registered with the board.
(2) Board audit and compliance staff.
(b) The education and information program shall include all of

the following:
(1) A program of written communication with newly registered

feepayers explaining in simplified terms their duties and
responsibilities.

(2) Participation in seminars and similar programs organized by
federal, state, and local agencies.

(3) Revision of feepayer educational materials currently
produced by the board that explain the most common areas of
feepayer nonconformance in simplified terms.

(4) Implementation of a continuing education program for audit
personnel to include the application of new legislation to feepayer
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activities and areas of recurrent feepayer noncompliance or
inconsistency of administration.

(c) Electronic media used pursuant to this section shall not
represent the voice, picture, or name of members of the board or of
the Controller.

46614. The board shall conduct an annual hearing before the full
board where industry representatives and individual feepayers are
allowed to present their proposals on changes to the Oil Spill
Response, Prevention, and Administration Fee Law that may further
improve voluntary compliance and the relationship between
feepayers and government.

46615. The board shall prepare and publish brief but
comprehensive statements in simple and nontechnical language that
explain procedures, remedies, and the rights and obligations of the
board and feepayers. As appropriate, statements shall be provided to
feepayers with the initial notice of audit, the notice of proposed
additional fees, any subsequent notice of fees due, or other
substantive notices. Additionally, the board shall include this
language for statements in the annual fee information bulletins that
are mailed to feepayers.

46616. (a) The total amount of revenue collected or assessed
pursuant to this part shall not be used for any of the following:

(1) To evaluate individual officers or employees.
(2) To impose or suggest production quotas or goals.
(b) The board shall certify in its annual report submitted pursuant

to Section 15616 of the Government Code that revenue collected or
assessed is not used in a manner prohibited by subdivision (a).

46617. The board shall develop and implement a program that
will evaluate an individual employee’s or officer’s performance with
respect to his or her contact with feepayers. The development and
implementation of the program shall be coordinated with the
Taxpayers’ Rights Advocate.

46618. The board shall, in cooperation with the Department of
Fish and Game, the Taxpayers’ Rights Advocate, and other interested
feepayer-oriented groups, develop a plan to reduce the time
required to resolve petitions for redetermination and claims for
refunds. The plan shall include determination of standard
timeframes and special review of cases that take more time than the
appropriate standard timeframe.

46619. Procedures of the board, relating to appeals staff review
conferences before a staff attorney or supervising tax auditor
independent of the assessing department, shall include all of the
following:

(a) Any conference shall be held at a reasonable time at a board
office that is convenient to the feepayer.
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(b) The conference may be recorded only if prior notice is given
to the feepayer and the feepayer is entitled to receive a copy of the
recording.

(c) The feepayer shall be informed prior to any conference that
he or she has a right to have present at the conference his or her
attorney, accountant, or other designated agent.

46620. (a) Every feepayer is entitled to be reimbursed for any
reasonable fees and expenses related to a hearing before the board
if all of the following conditions are met:

(1) The feepayer files a claim for the fee and expenses with the
board.

(2) The board, in its sole discretion, finds that the action taken by
the board staff was unreasonable.

(3) The board decides that the feepayer be awarded a specific
amount of fees and expenses related to the hearing, which shall be
determined by the board.

(b) To determine whether the board staff has been unreasonable,
the board shall consider whether the feepayer has established that
the position of the board staff was not substantially justified.

(c) The amount of reimbursed fees and expenses shall be limited
to the following:

(1) Fees and expenses incurred after the date of filing petitions for
redetermination and claims for refund.

(2) If the board finds that the staff was unreasonable with respect
to certain issues but reasonable with respect to other issues, the
amount of reimbursed fees and expenses shall be limited to those that
relate to the issues where the staff was unreasonable.

(d) Any proposed award by the board pursuant to this section shall
be available as a public record for at least 10 days prior to the effective
date of the award.

46621. (a) An officer or employee of the board acting in
connection with any law administered by the board shall not
knowingly authorize, require, or conduct any investigation of, or
surveillance over, any person for nonfee administration related
purposes.

(b) Any person violating subdivision (a) shall be subject to
disciplinary action in accordance with the State Civil Service Act,
including dismissal from office or discharge from employment.

(c) This section shall not apply with respect to any otherwise
lawful investigation concerning organized crime activities.

(d) The provisions of this section are not intended to prohibit,
restrict, or prevent the exchange of information where the person is
being investigated for multiple violations which include
underground storage tank fee violations.

(e) For the purposes of this section:
(1) ‘‘Investigation’’ means any oral or written inquiry directed to

any person, organization, or governmental agency.
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(2) ‘‘Surveillance’’ means the monitoring of persons, places, or
events by means of electronic interception, overt or covert
observations, or photography, and the use of informants.

46622. (a) It is the intent of the Legislature that the State Board
of Equalization, its staff, and the Attorney General pursue
settlements as authorized under this section with respect to fee
matters in dispute that are the subject of protests, appeals, or refund
claims, consistent with a reasonable evaluation of the costs and risks
associated with litigation of these matters.

(b) (1) Subject to paragraph (2), the executive director or chief
counsel, if authorized by the executive director, of the board may
recommend to the State Board of Equalization, itself, a settlement of
any civil fee matter in dispute.

(2) No recommendation of settlement shall be submitted to the
board unless and until that recommendation has been submitted by
the executive director or chief counsel to the Attorney General.
Within 30 days of receiving that recommendation, the Attorney
General shall review the recommendation and advise, in writing, the
executive director or chief counsel of the board of his or her
conclusions as to whether the recommendation is reasonable from an
overall perspective. The executive director or chief counsel shall,
with each recommendation of settlement submitted to the board,
also submit the Attorney General’s written conclusions obtained
pursuant to this paragraph.

(c) Whenever a reduction of fee in settlement in excess of five
hundred dollars ($500) is approved pursuant to this section, there
shall be placed on file in the office of the executive director of the
board a public record with respect to that settlement. The public
record shall include all of the following information:

(1) The name or names of the feepayers who are parties to the
settlement.

(2) The total amount in dispute.
(3) The amount agreed to pursuant to the settlement.
(4) A summary of the reasons why the settlement is in the best

interests of the State of California.
(5) The Attorney General’s conclusion as to whether the

recommendation of settlement was reasonable from an overall
perspective.

The public record shall not include any information that relates to
any trade secret, patent, process, style of work, apparatus, business
secret, or organizational structure that, if disclosed, would adversely
affect the feepayer or the national defense.

(d) The members of the State Board of Equalization shall not
participate in the settlement of fee matters pursuant to this section,
except as provided in subdivision (e).

(e) (1) Any recommendation of settlement shall be approved or
disapproved by the board, itself, within 45 days of the submission of
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that recommendation to the board. Any recommendation for
settlement that is not either approved or disappproved by the board
within 45 days of the submission of that recommendation shall be
deemed approved. Upon approval of a recommendation for
settlement, the matter shall be referred back to the executive
director or chief counsel in accordance with the decision of the board.

(2) Disapproval of a recommendation for settlement shall be
made only by a majority vote of the board. Where the board
disapproves a recommendation for settlement, the matter shall be
remanded to board staff for further negotiation, and may be
resubmitted to the board, in the same manner and subject to the
same requirements as the initial submission, at the discretion of the
executive director or chief counsel.

(f) All settlements entered into pursuant to this section shall be
final and nonappealable, except upon a showing of fraud or
misrepresentation with respect to a material fact.

(g) Any proceedings undertaken by the board itself pursuant to
a settlement as described in this section shall be conducted in a closed
session or sessions.

(h) This section shall apply only to fee matters in dispute on or
after the effective date of the act adding this subdivision.

(i) The Legislature finds that it is essential for fiscal purposes that
the settlement program authorized by this section be expeditiously
implemented. Accordingly, Chapter 3.5 (commencing with Section
11340) of Part 1 of Division 3 of Title 2 of the Government Code shall
not apply to any determination, rule, notice, or guideline established
or issued by the board in implementing and administering the
settlement program authorized by this section.

46623. (a) The board shall release any levy or notice to withhold
issued pursuant to this part on any property in the event the expense
of the sale process exceeds the liability for which the levy is made.

(b) The Taxpayers’ Rights Advocate may order the release of any
levy or notice to withhold issued pursuant to this part or, within 90
days from the receipt of the funds pursuant to a levy or the notice to
withhold, may order the return of any amount up to one thousand
five hundred dollars ($1,500) of moneys received, upon his or her
finding that the levy or notice to withhold threatens the health or
welfare of the feepayer or his or her spouse and dependents.

(c) The board shall not sell any seized property until it has first
notified the taxpayer in writing of the exemptions from levy under
Chapter 4 (commencing with Section 703.010) of Division 2 of Title
9 of Part 2 of the Code of Civil Procedure.

(d) This section shall not apply to the seizure of any property as
a result of a jeopardy assessment.

46624. Exemptions from levy under Chapter 4 (commencing
with Section 703.010) of Division 2 of Title 9 of Part 2 of the Code of
Civil Procedure shall be adjusted for purposes of enforcing the
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collection of debts under this part to reflect changes in the California
Consumer Price Index whenever the change is more than 5 percent
higher than any previous adjustment.

46625. (a) A feepayer may file a claim with the board for
reimbursement of bank charges that are incurred by the feepayer as
the direct result of an erroneous levy or notice to withhold by the
board. Bank charges include a financial institution’s customary
charge for complying with either a levy or instructions in a notice to
withhold, and reasonable charges for overdrafts that are a direct
consequence of the erroneous levy or notice to withhold. Bank
charges include only those charges that are paid by the feepayer and
not waived for reimbursement by the financial institution. Each
claimant applying for reimbursement pursuant to this section shall
file a claim with the board that shall be in the form as may be
prescribed by the board. The board shall not grant a claim unless it
determines that both of the following conditions have been satisfied:

(1) The erroneous levy or notice to withhold resulted from board
error.

(2) Prior to the levy or notice to withhold, the feepayer responded
to all contacts by the board and provided the board with any
requested information or documentation that was sufficient to
establish the feepayer’s position. The requirement of this paragraph
may be waived by the board for reasonable cause.

(b) Claims pursuant to this section shall be filed within 90 days
from the date of the levy or notice to withhold that is asserted to be
erroneous. The board shall respond to a claim filed pursuant to this
section within 30 days of receipt. If the board denies a claim, the
taxpayer shall be notified in writing of the reason or reasons for
denial.

46626. (a) At least 30 days prior to the filing or recording of a lien
pursuant to either Chapter 14 (commencing with Section 7150) or
Chapter 14.5 (commencing with Section 7220) of Division 7 of Title
1 of the Government Code, the board shall mail to the feepayer a
preliminary notice of lien. The notice shall specify the board’s
statutory authority for filing or recording the lien, the earliest date
on which the lien may be filed or recorded, and the remedies
available to the feepayer to prevent the filing or recording of the lien.
In the event liens are filed for the same liability in multiple counties,
only one preliminary notice shall be sent.

(b) The preliminary notice required by this section shall not apply
to jeopardy determinations issued under Article 4 (commencing with
Section 46301) of Chapter 3.

(c) If the board determines that a lien was recorded in error, it
shall mail a release to the feepayer and the entity that recorded the
lien as soon as possible, but in no event later than seven days after this
determination and the receipt of lien recording information. The
release shall contain a statement that the lien was filed in error. In
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the event the erroneously recorded lien is obstructing a lawful
transaction, the board shall immediately issue a release of lien to the
feepayer and the entity that recorded the lien.

(d) Upon issuing a release pursuant to subdivision (c), notice of
that release shall be mailed to the taxpayer. Upon the request of the
taxpayer, a copy of the release shall be mailed to the major credit
reporting companies in the county where the lien was recorded.

46627. (a) If any officer or employee of the board recklessly
disregards board-published procedures, a feepayer aggrieved by that
action or omission may bring an action for damages against the State
of California in superior court.

(b) In any action brought under subdivision (a), upon finding of
liability on the part of the State of California, the state shall be liable
to the plaintiff in an amount equal to the sum of all of the following:

(1) Actual and direct monetary damages sustained by the plaintiff
as a result of the actions or omissions.

(2) Reasonable litigation costs including any of the following:
(A) Reasonable court costs.
(B) Based on prevailing market rates for the kind or quality of

services furnished in connection with any of the following:
(i) The reasonable expenses of expert witnesses in connection

with the civil proceeding, except that no expert witness shall be
compensated at a rate in excess of the highest rate of compensation
for expert witnesses paid by the State of California.

(ii) The reasonable cost of any study, analysis, engineering report,
test, or project that is found by the court to be necessary for the
preparation of the party’s case.

(iii) Reasonable fees paid or incurred for the services of attorneys
in connection with the civil proceeding, except that those fees shall
not be in excess of seventy-five dollars ($75) per hour unless the court
determines that an increase in the cost of living or a special factor,
such as the limited availability of qualified attorneys for the
proceeding, justifies a higher rate.

(c) In the awarding of damages under subdivision (b), the court
shall take into consideration the negligence or omissions, if any, on
the part of the plaintiff which contributed to the damages.

(d) Whenever it appears to the court that the feepayer’s position
in the proceeding brought under subdivision (a) is frivolous, the
court may impose a penalty against the plaintiff in an amount not to
exceed ten thousand dollars ($10,000). A penalty so imposed shall be
paid upon notice and demand from the board and shall be collected
as a fee imposed under this part.

SEC. 34. Section 50156.11 of the Revenue and Taxation Code is
repealed.

SEC. 35. Section 50156.11 is added to the Revenue and Taxation
Code, to read:
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50156.11. (a) It is the intent of the Legislature that the State
Board of Equalization, its staff, and the Attorney General pursue
settlements as authorized under this section with respect to fee
matters in dispute that are the subject of protests, appeals, or refund
claims, consistent with a reasonable evaluation of the costs and risks
associated with litigation of these matters.

(b) (1) Subject to paragraph (2), the executive director or chief
counsel, if authorized by the executive director, of the board may
recommend to the State Board of Equalization, itself, a settlement of
any fee matter in dispute.

(2) No recommendation of settlement shall be submitted to the
board unless and until that recommendation has been submitted by
the executive director or chief counsel to the Attorney General.
Within 30 days of receiving that recommendation, the Attorney
General shall review the recommendation and advise, in writing, the
executive director or chief counsel of the board of his or her
conclusions as to whether the recommendation is reasonable from an
overall perspective. The executive director or chief counsel shall,
with each recommendation of settlement submitted to the board,
also submit the Attorney General’s written conclusions obtained
pursuant to this paragraph.

(c) Whenever a reduction of fees in settlement in excess of five
hundred dollars ($500) is approved pursuant to this section, there
shall be placed on file in the office of the executive director of the
board a public record with respect to that settlement. The public
record shall include all of the following information:

(1) The name or names of the feepayers who are parties to the
settlement.

(2) The total amount in dispute.
(3) The amount agreed to pursuant to the settlement.
(4) A summary of the reasons why the settlement is in the best

interests of the State of California.
(5) The Attorney General’s conclusion as to whether the

recommendation of settlement was reasonable from an overall
perspective.

The public record shall not include any information that relates to
any trade secret, patent, process, style of work, apparatus, business
secret, or organizational structure that, if disclosed, would adversely
affect the feepayer or the national defense.

(d) The members of the State Board of Equalization shall not
participate in the settlement of fee matters pursuant to this section,
except as provided in subdivision (e).

(e) (1) Any recommendation for settlement shall be approved or
disapproved by the board, itself, within 45 days of the submission of
that recommendation to the board. Any recommendation for
settlement that is not either approved or disapproved by the board
within 45 days of the submission of that recommendation shall be
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deemed approved. Upon approval of a recommendation for
settlement, the matter shall be referred back to the executive
director or chief counsel in accordance with the decision of the board.

(2) Disapproval of a recommendation for settlement shall be
made only by a majority vote of the board. Where the board
disapproves a recommendation for settlement, the matter shall be
remanded to board staff for further negotiation, and may be
resubmitted to the board, in the same manner and subject to the
same requirements as the initial submission, at the discretion of the
executive director or chief counsel.

(f) All settlements entered into pursuant to this section shall be
final and nonappealable, except upon a showing of fraud or
misrepresentation with respect to a material fact.

(g) Any proceedings undertaken by the board itself pursuant to
a settlement as described in this section shall be conducted in a closed
session or sessions.

(h) This section shall apply only to fee matters in dispute on or
after the effective date of the act adding this subdivision.

(i) The Legislature finds that it is essential for fiscal purposes that
the settlement program authorized by this section be expeditiously
implemented. Accordingly, Chapter 3.5 (commencing with Section
11340) of Part 1 of Division 3 of Title 2 of the Government Code shall
not apply to any determination, rule, notice, or guideline established
or issued by the board in implementing and administering the
settlement program authorized by this section.

SEC. 36. Section 55332 of the Revenue and Taxation Code is
repealed.

SEC. 37. Section 55332 is added to the Revenue and Taxation
Code, to read:

55332. (a) It is the intent of the Legislature that the State Board
of Equalization, its staff, and the Attorney General pursue
settlements as authorized under this section with respect to fee
matters in dispute that are the subject of protests, appeals, or refund
claims, consistent with a reasonable evaluation of the costs and risks
associated with litigation of these matters.

(b) (1) Subject to paragraph (2), the executive director or chief
counsel, if authorized by the executive director, of the board may
recommend to the State Board of Equalization, itself, a settlement of
any fee matter in dispute.

(2) No recommendation of settlement shall be submitted to the
board unless and until that recommendation has been submitted by
the executive director or chief counsel to the Attorney General.
Within 30 days of receiving that recommendation, the Attorney
General shall review the recommendation and advise, in writing, the
executive director or chief counsel of the board of his or her
conclusions as to whether the recommendation is reasonable from an
overall perspective. The executive director or chief counsel shall,
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with each recommendation of settlement submitted to the board,
also submit the Attorney General’s written conclusions obtained
pursuant to this paragraph.

(c) Whenever a reduction of fees in settlement in excess of five
hundred dollars ($500) is approved pursuant to this section, there
shall be placed on file in the office of the executive director of the
board a public record with respect to that settlement. The public
record shall include all of the following information:

(1) The name or names of the feepayers who are parties to the
settlement.

(2) The total amount in dispute.
(3) The amount agreed to pursuant to the settlement.
(4) A summary of the reasons why the settlement is in the best

interests of the State of California.
(5) The Attorney General’s conclusion as to whether the

recommendation of settlement was reasonable from an overall
perspective.

The public record shall not include any information that relates to
any trade secret, patent, process, style of work, apparatus, business
secret, or organizational structure that, if disclosed, would adversely
affect the feepayer or the national defense.

(d) The members of the State Board of Equalization shall not
participate in the settlement of fee matters pursuant to this section,
except as provided in subdivision (e).

(e) (1) Any recommendation for settlement shall be approved or
disapproved by the board, itself, within 45 days of the submission of
that recommendation to the board. Any recommendation for
settlement that is not either approved or disapproved by the board
within 45 days of the submission of that recommendation shall be
deemed approved. Upon approval of a recommendation for
settlement, the matter shall be referred back to the executive
director or chief counsel in accordance with the decision of the board.

(2) Disapproval of a recommendation for settlement shall be
made only by a majority vote of the board. Where the board
disapproves a recommendation for settlement, the matter shall be
remanded to board staff for further negotiation, and may be
resubmitted to the board, in the same manner and subject to the
same requirements as the initial submission, at the discretion of the
executive director or chief counsel.

(f) All settlements entered into pursuant to this section shall be
final and nonappealable, except upon a showing of fraud or
misrepresentation with respect to a material fact.

(g) Any proceedings undertaken by the board itself pursuant to
a settlement as described in this section shall be conducted in a closed
session or sessions. Except as provided in subdivision (c), any
settlement entered into pursuant to this section shall constitute
confidential information for purposes of Section 55381.
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(h) This section shall apply only to fee matters in dispute on or
after the effective date of the act adding this subdivision.

(i) The Legislature finds that it is essential for fiscal purposes that
the settlement program authorized by this section be expeditiously
implemented. Accordingly, Chapter 3.5 (commencing with Section
11340) of Part 1 of Division 3 of Title 2 of the Government Code shall
not apply to any determination, rule, notice, or guideline established
or issued by the board in implementing and administering the
settlement program authorized by this section.

SEC. 38. Section 60008 of the Revenue and Taxation Code is
amended to read:

60008. ‘‘Person’’ includes any individual, firm, partnership, joint
venture, limited liability company, association, corporation, estate,
trust, business trust, receiver, syndicate, this state, any county, city
and county, municipality, district, or other political subdivision
thereof, or any other group or combination acting as a unit.

SEC. 39. Section 60636 is added to the Revenue and Taxation
Code, to read:

60636. (a) It is the intent of the Legislature that the State Board
of Equalization, its staff, and the Attorney General pursue
settlements as authorized under this section with respect to civil tax
matters in dispute that are the subject of protests, appeals, or refund
claims, consistent with a reasonable evaluation of the costs and risks
associated with litigation of these matters.

(b) (1) Subject to paragraph (2), the executive director or chief
counsel, if authorized by the executive director, of the board may
recommend to the State Board of Equalization, itself, a settlement of
any civil tax matter in dispute.

(2) No recommendation of settlement shall be submitted to the
board unless and until that recommendation has been submitted by
the executive director or chief counsel to the Attorney General.
Within 30 days of receiving that recommendation, the Attorney
General shall review the recommendation and advise, in writing, the
executive director or chief counsel of the board of his or her
conclusions as to whether the recommendation is reasonable from an
overall perspective. The executive director or chief counsel shall,
with each recommendation of settlement submitted to the board,
also submit the Attorney General’s written conclusions obtained
pursuant to this paragraph.

(c) Whenever a reduction of tax in settlement in excess of five
hundred dollars ($500) is approved pursuant to this section, there
shall be placed on file in the office of the executive director of the
board a public record with respect to that settlement. The public
record shall include all of the following information:

(1) The name or names of the taxpayers who are parties to the
settlement.

(2) The total amount in dispute.
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(3) The amount agreed to pursuant to the settlement.
(4) A summary of the reasons why the settlement is in the best

interests of the State of California.
(5) The Attorney General’s conclusion as to whether the

recommendation of settlement was reasonable from an overall
perspective.

The public record shall not include any information that relates to
any trade secret, patent, process, style of work, apparatus, business
secret, or organizational structure that, if disclosed, would adversely
affect the taxpayer or the national defense.

(d) The members of the State Board of Equalization shall not
participate in the settlement of tax matters pursuant to this section,
except as provided in subdivision (e).

(e) (1) Any recommendation for settlement shall be approved or
disapproved by the board, itself, within 45 days of the submission of
that recommendation to the board. Any recommendation for
settlement that is not either approved or disapproved by the board
within 45 days of the submission of that recommendation shall be
deemed approved. Upon approval of a recommendation for
settlement, the matter shall be referred back to the executive
director or chief counsel in accordance with the decision of the board.

(2) Disapproval of a recommendation for settlement shall be
made only by a majority vote of the board. Where the board
disapproves a recommendation for settlement, the matter shall be
remanded to board staff for further negotiation, and may be
resubmitted to the board, in the same manner and subject to the
same requirements as the initial submission, at the discretion of the
executive director or chief counsel.

(f) All settlements entered into pursuant to this section shall be
final and nonappealable, except upon a showing of fraud or
misrepresentation with respect to a material fact.

(g) Any proceedings undertaken by the board itself pursuant to
a settlement as described in this section shall be conducted in a closed
session or sessions. Except as provided in subdivision (c), any
settlement entered into pursuant to this section shall constitute
confidential tax information for purposes of Section 60609.

(h) This section shall apply only to civil tax matters in dispute on
or after the effective date of the act adding this subdivision.

(i) The Legislature finds that it is essential for fiscal purposes that
the settlement program authorized by this section be expeditiously
implemented. Accordingly, Chapter 3.5 (commencing with Section
11340) of Part 1 of Division 3 of Title 2 of the Government Code shall
not apply to any determination, rule, notice, or guideline established
or issued by the board in implementing and administering the
settlement program authorized by this section.

SEC. 40. The Legislature finds and declares that the amendments
of subdivision (a) and paragraph (1) of subdivision (c) of Section 64
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of the Revenue and Taxation Code made by this act do not constitute
a change in, but are declaratory of, existing law.

The Legislature further finds and declares that the amendment
adding paragraph (2) to subdivision (c) of Section 64 of the Revenue
and Taxation Code that is made by this act is necessary to correctly
state the change in ownership results intended by the Legislature
when a majority partner acquires the minority partners’ ownership
interests. It is the Legislature’s intent that, absent the appropriate
application of the step-transaction doctrine or one of the express
exceptions listed in subdivision (a) of Section 64 of the Revenue and
Taxation Code, the transfer of minority interests in a partnership to
the majority owner shall not constitute a change in ownership of the
partnership real property, on or after January 1, 1996.

SEC. 41. (a) The Legislature finds and declares all of the
following:

(1) The amendments to Sections 75.11 and 532 of the Revenue and
Taxation Code by Chapter 532 of the Statutes of 1994 inadvertently
omitted references to preliminary change of ownership reports that
are filed pursuant to Section 480.3 of the Revenue and Taxation Code.

(2) In many, if not most counties, a preliminary change of
ownership report is the accepted, primary means for a taxpayer to
report a change in ownership in property.

(3) In order to fairly treat those taxpayers who have, in good faith,
utilized a preliminary change of ownership report to report a change
in ownership, the amendments made by this act should apply to all
assessments that have been enrolled since the effective date of
Chapter 544 of the Statutes of 1994.

(b) The amendments made by this act to Sections 75.11 and 532
of the Revenue and Taxation Code shall apply to all supplemental and
escape assessments enrolled on or after January 1, 1995.

SEC. 42. Section 3.5 of this bill incorporates amendments to
Section 75.11 of the Revenue and Taxation proposed by this bill and
SB 327. It shall only become operative if (1) both bills are chaptered
and become effective on or before January 1, 1996, (2) each bill
amends Section 75.11 of the Revenue and Taxation Code, and (3) this
bill is chaptered after SB 327, in which case Section 3 of this bill shall
not become operative.

SEC. 43. Section 5.5 of this bill incorporates amendments to
Section 214 of the Revenue and Taxation Code proposed by this bill
and SB 534. It shall only become operative if (1) both bills are
chaptered and become effective on or before January 1, 1996, (2)
each bill amends Section 214 of the Revenue and Taxation Code, and
(3) this bill is chaptered after SB 534, in which case Section 5 of this
bill shall not become operative.

SEC. 44. 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
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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),
reimbursement shall be made from the State Mandates Claims Fund.

Notwithstanding Section 17580 of the Government Code, unless
otherwise specified, the provisions of this act shall become operative
on the same date that the act takes effect pursuant to the California
Constitution.
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