DECLINE IN THE TAXABLE VALUE OF REAL PROPERTY

Proposition 13 passed by the voters in 1978 establishes a ceiling for real property but no floor.  The ceiling is the fair market value of your property at the time it undergoes a change in ownership, or is newly constructed and then indexed by no more than two percent per year.  However, if the fair market value falls below this indexed base value the State Assessors offices are required to reduce the assessed value to fair market value no matter how low it goes.

Proposition 8 (An amendment to Article XIIIA of the California Constitution) provides for a temporary reductions in the taxable value of your real property whenever its fair market value is lower than its indexed base value on the January 1 lien date.  This reduction remains in effect as long as the fair market value of your property is below its indexed base value for each succeeding January 1 lien date.  If and when the fair market value of your real property equals or exceeds its annual indexed base year value, we must restore the value to its indexed base value.  Section 51(a)(2) in the California Property Tax Revenue & Taxation Codes.  
A property that has been reassessed under Proposition 8 is then reviewed annually to determine its lien date value.  The assessed value of the property with a Proposition 8 value in place may increase each lien date (January 1) by more than the standard two percent (2%).  Under Proposition 13, base year values may not be increased more than two percent per year; however, this two percent limitation applies only to increases in the base year value.  Under Section 51 of the California Revenue & Taxation Codes Proposition 8 values are not considered base year values, but are temporary decline in value; thus a property assessed under Proposition 8 is not restricted to the maximum two percent increase.  Once the market value increases and is equal to or greater than the factored base year value, then the factored base year value is restored and the annual increase will again be limited to two percent.  
When real estate values increase due to market conditions, the assessor must assess properties to either their original base year values, adjusted for inflation up to two percent or to their current market value, whichever is lower.  This may result in increases to Proposition 8 values in excess of two percent from one lien date to the next.  

Should you disagree with the assessed value at the January 1 lien date you may file an ‘Application for Decline in Value Review’.  These forms are on our Assessor’s website; please complete and send in supporting documentation with the application.  Please remember that you must have documentation for comparable sales ending no later than March 31 of the year being disputed.  These sales must be open market transactions; no short sales, foreclosures, or sales by banks on foreclosed properties.  Information on sales can be obtained from local real estate companies, title companies or websites (most information will be free but certain fees may apply).
Submit this information to the Assessor’s Office and an Appraiser will be contacting you shortly to discuss the assessed values and if any adjustment is necessary.
PROPOSITION 8 – DECLINE IN VALUE

Qualifying and Non-qualifying Examples
  1.  

· I purchased my home in the early 1990s. 

· The total assessed value on my 2007-08 property tax bill is $175,018. 

· The market value of my property on January 1, 2008, was $325,000. 

 Your property in this example does not qualify for Proposition 8 relief, as the assessed value is lower than the market value.  This type of property tax relief generally applies to more recently purchased property. 

· I purchased my home in July 2005 for $400,000. 
· The total assessed value on my 2007-08 property tax bill is $408,000 
· Sales of similar model homes in January through March 2007 were $385,000 

 Your property in this example should qualify for Proposition 8 relief, as the sales of comparable properties indicate that the market value on January 1, 2007, is lower than the assessed value. 

  3.    
· I purchased my home in September 2006 for $500,000. 
· The total assessed value on my 2007-08 property tax bill is $500,000 
· Sales of similar model homes in October - December 2006 were $500,000    
· Sales in February and March of 2007 were $475,000 and current listings for sales are even lower. 

Your property in this example does not qualify for Proposition 8 relief for the 2007-08 tax year, as the assessed value is not lower than the market value on January 1, 2007.  However, you will qualify for Proposition 8 relief next tax year 2008-09, if the market value on January 1, 2008, is lower than the assessed value as the recent sales may indicate. 

4.      

A property was purchased for $500,000. During a three-year period, the real estate market declined and recovered. The property owner filed for a decline-in-value reassessment. The following table shows the trended base value of the property, the market value of the property, and the assessed value of the property. Assuming a 2% Annual Consumer Price Index (C.P.I):
	  
	Base Value Trended 
	Market Value 
	Assessed Value 

	Year 1 
	$500,000 
	$500,000 
	$500,000 

	Year 2 
	$510,000 
	$480,000 
	$480,000 

	Year 3 
	$520,200 
	$510,000 
	$510,000 

	Year 4 
	$530,604 
	$550,000 
	      *$530,604 


*Note that although the fair market value increased to $550,000, the Proposition 13 Value is $530,604.









