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No. 2005/023 TO COUNTY ASSESSORS AND INTERESTED PARTIES: 

PROPERTY TAX RULE 305.3, APPLICATION FOR EQUALIZATION UNDER 
REVENUE AND TAXATION CODE SECTION 469 

On September 29, 2003, the Board received a petition, pursuant to the provisions of Government 
Code section 11340.6, from the California Assessors' Association proposing that the Board 
commence the rulemaking process to amend Property Tax Rule 305.3, Application for 
Equalization Under Revenue and Taxation Code Section 469. On December 4, 2003, the Board 
ordered that Rule 305.3 be sent to the Property Tax Committee interested parties process to discuss 
the issues that were raised in the petition. 

At the culmination of the interested parties process, a public hearing was held by the Board on 
December 14, 2004, wherein the Board adopted amendments to Rule 305.3. Enclosed is a copy 
of amended Rule 305.3; the amendments are effective March 20, 2005. The amendments to the 
rule include: 

• In instances where an assessor's audit findings show that no property was discovered that 
was subject to escape assessment, the taxpayer must present evidence to an appeals board 
of property of material value subject to escape assessment in order for the taxpayer to 
invoke the equalization provisions of Revenue and Taxation Code section 469. 

• Material value is defined as property with a value no less than 1 percent of the audited 
value of the taxpayer's trade fixtures and tangible personal property for the year under audit. 

• Result of an audit is defined as the assessor's final conclusions as described in Property 
Tax Rule 191. 

If you have any questions regarding this rule, please contact Ms. Sherrie Kinkle at (916) 
322-2921 or sherrie.kinkle@boe.ca.gov. 

Sincerely, 

/s/ David J. Gau 

David J. Gau 
Deputy Director 
Property and Special Taxes Department 

DJG:sk 
Enclosure 
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State of California 

BOARD OF EQUALIZATION 

PROPERTY TAX RULES 

Chapter 1. State Board of Equalization – Property Tax 
Subchapter 3. Local Equalization 
Article 1. Hearing by County Board 

RULE 305.3. APPLICATION FOR EQUALIZATION UNDER REVENUE AND TAXATION CODE 
SECTION 469 

Authority Cited: Section 15606(c), Government Code. 

Reference: Sections 23, 408, 469, 531, 531.8, 533, 534, 1603 and 1605, Revenue and Taxation Code. 

(a) GENERAL. In addition to any rights of appeal of escape or supplemental assessments as described in Rule 
305(d)(2) of this subchapter, if the result of an audit discloses property subject to an escape assessment for any year 
covered by the audit, then, pursuant to section 1605 of the Revenue and Taxation Code, an application may be filed 
for review, equalization, and adjustment of the original assessment of all property of the assessee at the location of the 
profession, trade, or business for that year, except any property that has previously been equalized for the year in 
question. 

(b) DEFINITIONS. For purposes of subsection (a) of this regulation: 

(1) "Audit" means any audit of the books and records of a taxpayer engaged in a profession, trade, or business 
who owns, claims, possesses, or controls locally assessable business tangible personal property and trade fixtures 
within the county. 

(2) "Property subject to an escape assessment" means any individual item of the assessee's property that was 
underassessed or not assessed at all when the assessor made the original assessment of the assessee's property, 
and which has not been previously equalized by an appeals board, regardless of whether the assessor actually makes 
or enrolls an escape assessment. Property is subject to an escape assessment even if the audit discloses an 
overassessment of another portion of an item of the property, and the amount of the underassessment could be offset 
completely by the amount of overassessment. If the audit discloses that any property was subject to an escape 
assessment, the assessor shall include that fact as a finding presented to the taxpayer as required by Rule 191. If no 
such finding is made by the assessor, the taxpayer may file an application and present evidence to the board of the 
existence and disclosure of property of material value subject to escape assessment. For purposes of this regulation 
only, "material value" means value of no less than 1 percent of the audited value of the taxpayer's trade fixtures and 
tangible personal property for the year under audit. If the board determines that property subject to escape assessment 
was disclosed as a result of an audit, the board shall permit the taxpayer's section 469 appeal. 

(3) "Result of an audit" means the final conclusions reached by the assessor during the audit process as described 
in Rule 191. 

(4) "Original assessment" means the assessment and any subsequent roll corrections or roll changes prior to the 
date of the commencement of the audit for the roll year for which the result of the audit discloses property subject to an 
escape assessment. 

(5) "All property of the assessee" means any property, real or personal, assessed to the assessee, or the 
assessee's statutory or legal predecessor in interest, at the location of the profession, trade, or business for the year of 
the audit. 

(6) "Location of the profession, trade, or business" means a site, as determined by the board, where the property 
subject to the escape assessment is located. Site includes all property within the same appraisal unit as the property 
that is subject to escape assessment. 
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Site also includes other property not within the same appraisal unit as the property that is subject to escape assessment, 
when the other property and the property that escaped assessment function as part of the same economic unit of the 
profession, trade, or business. A "location of the profession, trade, or business" may include multiple parcels of real 
property, noncontiguous parcels, parcels with separate addresses, and parcels in separate revenue districts within the 
county. 

(7) "Property that has been previously equalized for the year in question" means that the board has 
previously made a final determination of full value for that item, category, or class of property that was the 
subject of an assessment appeals hearing or was the subject of a stipulated agreement approved by the 
board. An item, category, or class of property, or portion thereof, shall be deemed to have been the subject 
of a hearing or of a stipulated agreement only to the extent the board's decision or the stipulated agreement 
specifically identify the value of such item, category, or class, or portion thereof, as having been contested 
and resolved at hearing or as having been agreed to by the parties in stipulation. 

(c) NOTICE OF AUDIT RESULTS. Upon completion of an audit of the assessee's books and records, the assessor 
shall notify the assessee in writing of the results of the audit as defined in subsection (b)(3) of this rule for all property, 
locations, and years that were the subject of the audit. At the request of the assessee, the assessor shall permit the 
assessee or his or her designated representative to inspect or copy any information, documents, or records relating to 
the audit in accordance with the provisions of Revenue and Taxation Code section 408. 

(d) NOTICE FOR FILING AN APPLICATION. An application shall be filed with the clerk no later than 60 days after 
the date of mailing by which the assessee is notified that the result of the audit has disclosed property subject to escape 
assessment. The notice shall be mailed to the assessee by regular United States mail directed to the assessee at the 
assessee's latest address known to the assessor, unless, prior to the mailing of the notice, the assessor is notified in 
writing by the assessee of a change in address. The notice for purposes of filing an application shall be one of the 
following, depending upon the conclusion(s) of the audit: 

(1) Where an escape assessment is enrolled by the assessor, the notice shall be the tax bill based upon the 
results of the audit and resulting escape assessment(s) for counties of the first class or any county that has adopted a 
resolution pursuant to Revenue and Taxation Code section 1605, subdivision (c). If the county is not a county of the 
first class or has not adopted a resolution pursuant to Revenue and Taxation Code section 1605, subdivision (c), the 
notice of escape assessment pursuant to Revenue and Taxation Code section 534 shall serve as the notice. 

(2) Where the assessor does not enroll an escape assessment resulting from the audit or when the escape 
assessment is enrolled but offset pursuant to Revenue and Taxation Code section 533, the assessor's written 
notification of the audit results for the property, locations, and each year that were the subject of the audit as described 
in subsection (c) of this rule shall be the notice. The notice of audit results showing property subject to escape 
assessment for each year shall indicate that it is the notice of the assessee's right to file an application. 

(e) EXAMPLES. The following examples are illustrative of the foregoing criteria. Examples 1 and 2 concern "who may 
file" an application on the assessee's property. Examples 3, 4, and 5 clarify the "location" of the profession, trade, or 
business. 

Example 1: Taxpayer DRK owns and is assessed for land, a building, and business property. DRK leases the 
entire business to RCJ. The county assessor conducts an audit of DRK and the result of the audit discloses property 
subject to an escape assessment. DRK, as the assessee, can file an application for equalization for all property, real 
and personal, where the property subject to the escape assessment is located. In addition, RCJ may file an application 
for equalization of DRK's property if RCJ qualifies as a person affected pursuant to rule 302 of this subchapter. 

Example 2: Taxpayer DRK owns and is assessed for land and a building. DRK leases the land and building to 
RCJ. RCJ operates a business in DRK's building and is assessed for business tangible personal property and trade 
fixtures. The county assessor conducts an audit of RCJ, and the result of the audit discloses property subject to an 
escape assessment. RCJ, as the assessee, can file an application for equalization on his personal property and trade 
fixtures only. RCJ cannot file an application on DRK's land and building as this is not property of the assessee. In 
addition, since DRK is not a person affected pursuant to rule 302 of the subchapter, he cannot file an application on 
either his land and building or RCJ's personal property and fixtures. 
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Example 3: An assessee conducts a profession, trade, or business on a campus-like setting that is composed of 
three separate buildings. Each building has its own address and assessor's parcel number and is owned and operated 
by the same assessee. If an audit discloses any property subject to an escape assessment, then all property of the 
assessee on the campus is eligible for equalization if the board determines that it functions and is operated as one 
economic unit of a profession, trade, or business. 

Example 4: An assessee operates five grocery stores in a county. Although the stores are owned and operated 
by one assessee, carry the same type of merchandise, and share in common advertising, each store operates 
independently. If property subject to an escape assessment is discovered only at one store, the property at that store's 
location is subject to equalization following an audit. The other four stores are not considered property at the site of the 
profession, trade, or business where the escape assessment occurred, as they operate independently as separate 
economic units. 

Example 5: An assessee owns and operates a department store with a parking garage on an adjacent parcel. The 
parcel that houses the parking garage has no personal property or fixtures located on it. If an audit discloses personal 
property subject to an escape assessment for the department store, the parking garage would also be eligible for 
equalization if the board determines that the parcels with the garage and the store are part of the same appraisal unit 
or economic unit of the profession, trade, or business. 

(f) JURISDICTION OF THE BOARD. Nothing in this rule shall be interpreted to limit or enlarge a board's jurisdiction 
under specific statutory provisions or other rules of this subchapter. 

History: Adopted November 28, 2001, effective May 17, 2002. The rule was added to interpret the equalization provisions of section 469 of the Revenue 

and Taxation Code by clarifying the conditions under which an assessee may file an application for assessment appeal based on the 

result of an audit. When the result of an audit discloses property subject to escape assessment, section 469 provides that the assessee 

may appeal the original assessment of all property at the location of the business, trade or profession. 

Amended December 14, 2004, effective March 20, 2005. 
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