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Parent to Child Transfers – Submitting to the Assessor

This presentation will focus on:

• Benefits of Proposition 19 as it relates to Parent-Child Transfers after both   
parents have passed

• Benefits of Proposition 19 as it relates to the transfer of one’s property tax base 
to another property in California

• Submitting a Claim for Reassessment Exclusion to the Assessor on Parent-Child 
Transfers



Proposition 19 Background

Proposition 19 was passed by the California voters on November 3, 
2020 and became effective February 16, 2021. 

Part of Proposition 19 changes the qualifications for reassessment 
exclusions previously allowed through Propositions 58 and 193.

We will look at the changes and how they affect exclusions for 
reassessment shortly. First, let’s take a look at how exclusions for 
reassessment help your clients.



Benefit Example

Mom and Dad owned their house for 30 years. They bought the 
property for $125,000. The property is worth $800,000 today.

Current Assessed Value is $136,366     Property Taxes are $1500 (1.1%)

Reassessed Value is $800,000      Property Tax est.    $8800 (1.1%)

There is a significant difference in Annual Property Taxes when a Child 
is able to gain a Full Exclusion for Reassessment using the Parent-Child 
Transfer afforded by Proposition 19.



Additional Benefit of Proposition 19

There are really only two options available to children that inherit a 
property from their parents:

1. Sell the Property and Distribute the Proceeds
2. One or More Children Keep the Property and their Parents’ low 

Proposition 13 Property Tax Base.

Proposition 19 has added a third option…



Proposition 19’s Third Option

Proposition 19 allows a person 55 years of age or older (or severely and 
permanently disabled), who resides in property eligible for the 
homeowners’ exemption to transfer the base year value of the 
property to a replacement dwelling (in California) as long as the 
replacement dwelling is their primary residence.
• There is no value restriction.
• Must purchase new property within two years of the sale of the 

original primary residence.
• This can be done up to three times.



Child Beneficiary Benefit

With the option to Transfer a Property’s low Property Tax Base to 
another Property in California, a Child Beneficiary can move to another 
Primary Residence and take the Low Property Tax Base with them.

This can be done up to three times which means that most of these 
Child Beneficiaries will have this benefit for the rest of their lives and 
then they can transfer this benefit to one or all of their children.



Maximum Benefit

If the person Transferring this Benefit buys a Replacement Property 
that is much more Expensive, they could expect a Maximum Benefit 
greater than $10,000 every year.

Maximum Exemption $1,022,600 + the Full Base Year Value (Value on 
the Property Tax Statement) of the Original Primary Residence (House 
being Sold).

This is the amount Excluded from Taxation



Calculations
There are factors that will determine Annual Property Tax Savings including:

Base Year Value of the Original Primary Residence
Full Cash Value of the Original Primary Residence
Full Cash Value of the Replacement Primary Residence

Brad will go over some calculations later in the presentation. 

A general rule of thumb on property tax savings when transferring to a property of greater 
value is 

($1,022,600 + Current Base Year Value)   x    the property tax rate

This will be over $10,000 a year in property tax savings



How Proposition 19 Affected Parent-Child Transfers

Proposition 19 replaced Propositions 58 and 193

Proposition 193 involved Grandparent-Grandchild Transfers

Proposition 58 allowed Parent-Child Exclusions for Reassessment with 
no limit on a Primary Residence and a $1,000,000 limit on all other 
property (Rentals, Commercial Property, Business Property)

Proposition 19 eliminated Exclusions for Rental Property, Commercial 
Property and Business Property.



Proposition 58 or Proposition 19?

A Parent-Child Transfer will fall under one of these two Propositions 
based on the transfer date of the property.

Proposition 58 – Transfer dates before February 16, 2021

Proposition 19 – Transfer dates after February 15, 2021

The Date of Death of the Surviving Spouse is the Transfer Date



Whether a Parent-Child Transfer falls under Proposition 58 or 
Proposition 19, there is significant value to a Child Beneficiary

Submitting an Exclusion for Reassessment to the Assessor with
all of the needed Documentation is the key to making this process 
reach its desired conclusion effectively and efficiently.



Assessors’ Offices

Each Assessor’s Office will handle these submissions a little differently

Our goal is to make the process as efficient as possible and have each 
Assessor’s Office handle these transactions the same way

In order to do that, it is important to understand the challenges of 
Assessors, Attorneys and Lenders in this process



The Assessor

We are lucky to have the Alameda County Assessor, Phong La, to help 
us understand transactions from an Assessor’s Point of View
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This information has been prepared by the Alameda County Office of the 
Assessor for information purposes only and does not constitute legal advice.

It is not legal advice or a substitute for obtaining legal advice from an 
attorney. It is not tax advice or a substitute for obtaining tax advice from a 
CPA or accountant.

Any person who reviews the information should not rely upon it or act on it 
in any manner without first engaging professional counsel. 

The information is intended to communicate general information. 

Disclaimer



What goes into 
property taxes?

The Assessor, Auditor-Controller, 
and Treasurer-Tax Collector
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Proposition 58 (and 193) – to understand Prop 19

• Proposition 58 became effective on November 6, 1986. It is a constitutional 
amendment which excludes from reassessment transfers of real property 
between parents and children. Up to $1 million (non-primary residence)

• Proposition 193 became effective on March 27, 1986. It is a constitutional 
amendment which excludes from reassessment transfers of real property from 
grandparents to grandchildren, providing that all the parents of the 
grandchildren who qualify as children of grandparents are deceased as of the 
date of transfer. 

• Both Proposition 58 and 193 are effective for changes in ownership made on or 
before February 15, 2021.



Proposition 13 gives property tax benefits 
for long-term ownership

My parents buy a house in Union City, CA for $100,000 in 1980.

They are assessed $100,000 and pay about $1,250 in property taxes in 1980.

The property is now worth $1,000,000 in 2022

But the property is assessed at about $200,000 ($100,000 plus 2% a year for 40 
years compounded) – property taxes are about $2,500 per year in 2022 for my 
parents.  

Under Prop 58, it does not matter if they live there or rent it out.  I keep the low 
basis when transferred to me.  



New owners of the same house

Properties are re-assessed when there is a “change in ownership”, assessments are 
increased with new construction.  

New family buys my parents’ house in Union City, CA for $1,000,000 in 2022.

They are assessed $1,000,000 and pay about $12,500 in property taxes in 2022.

Proposition 13 restricts the increases in assessments to 2% a year and caps the 
property tax amount to 1% of the assessed value (with special assessments added 
such as school bonds, vector control, etc. that voters approve)



• Which transfers are excluded?
• Transfers of primary residences (no limit on value)
• Transfers of the first $1 million (assessed value not market value) of real property 

other than the primary residence (applies separately to each eligible transferor)
• Transfers may result in a sale, gift or inheritance

• What value of the transferred property is counted?
• The Proposition 13 value (factored base year value) just prior to the date of 

transfer)
• Eligible children/grandchildren

• Child born of parents, stepchild, son or daughter in law, adopted child; any child 
of parents who qualify as children of grandparents

Prop 13: Previous law until 2/15/2021



Prop 13: Previous law until 2/15/2021

• My parents bought a house in Union City, CA for $100,000 in 1980.

• They are assessed $100,000 and pay about $1,250 in property taxes in 1980.
• The property is now worth $1,000,000 in 2022
• Current Assessed value of $200,000

• Parents transfer the house to me (gift, sale, or inheritance) 
• If child timely files a Claim for Reassessment Exclusion Between Parent and Child, 

assessed value remains at $200K (must be filed within 3 years)

• If done properly, property taxes stay at about $2,500 per year… and increase 
about $50 per year.  Otherwise the property is re-assessed and property taxes 
become about $12,500 per year.



The election in November 2020
Two ballot initiatives affecting property taxes: 

Proposition 15 and Proposition 19

• Proposition 15 (Re-Assessing Commercial/Industrial properties every 3 years)
– Did Not Pass

• Proposition 19 (Changes Base Value Transfer Rules and Parent/Child 
Exclusion Rules)
– Did Pass
– 51% of California Voters in favor, 49% oppose



Proposition 19 has two main components:

In order to understand Proposition 19, we must understand 
Proposition 13 which was passed by California voters in 1978

1. Base Value Transfers (for people 55 years old and older, Fire Victims)

2. Parent/Child Exclusion for primary homes and investment properties



Proposition 19 has two main components:

We will discuss the parent/child exclusion portion of Prop 13 first

1. Parent/Child Exclusion for primary homes and 
investment properties

2. Base Value Transfers (for people 55 years old and older, Fire Victims)



Parent/Child Transfers

So how do Proposition 13 taxes work now 
when a parent dies and leaves property to a 
child…?



Proposition 19
The Home Protection for Seniors, Severely Disabled, Families, and 

Victims of Wildfire or Natural Disasters Act of 2020

• Effective February 16, 2021, Changes the Parent to Child(ren) and 
Grandparent to Grandchild(ren) Exclusions

• Principal residence of the parent/grandparent must remain principal resident 
of the child(ren)/ grandchild(ren) and capped at $1 million plus assessed 
value

• Must file for homeowner’s exemption within 1 year

• Transfer of other property is no longer available after February 15, 2021 
(rental, commercial properties, vacation homes, etc.)



After February 15, 2021

Parent to Child/Grandchild Transfers eliminated for the following:

This means that your residential rentals will be reassessed at transfer to your 
children (death, gift or sale)

This means that your commercial rentals will be reassessed at  transfer to your 
children (death, gift or sale)

This means your industrial rentals will be reassessed at  transfer to your children 
(death, gift or sale)

This means that your family vacation home or cabin will be reassessed at  transfer 
to your children (death, gift or sale)



Primary Home exception:

Parent to Child/Grandchild Transfers exclusion-

Parent to child transfer of the parent’s primary home but child must occupy 
property as his/her primary home… no reassessment on the assessed value plus 
$1,022,600 in market value, but reassessment over assessed value + $1,022,600



WHAT WE KNOW ABOUT
PARENT TO CHILD EXCLUSION

Example 1:

My parents buy a house in Union City, CA for $100,000 in 1980.
The property is now worth $1,000,000 in 2022.

But the property is assessed at about $200,000 ($100,000 plus 2% a year for 40 
years compounded) – property taxes are about $2,500 per year through 2022 for 
my parents.  

If the sum of the assessed value (base value) plus $1,022,600 is greater than 
the market value, then I get to keep the current assessed value.
My parents give me the house, I get to keep the $200,000 assessed value 
and the low property taxes.



WHAT WE KNOW ABOUT
PARENT TO CHILD EXCLUSION

Example 2:

My parents buy a house in Piedmont, CA for $100,000 in 1980.
The property is now worth $2,000,000 in 2022.

But the property is currently assessed at about $200,000 ($100,000 plus 2% a year 
for 40 years compounded) – property taxes are about $2,500 per year through 
2022 for my parents.  

My parents give me the house, my new property taxes are assessed at $1,000,000 
rather than the full market value of $2,000,000 but it’s more than the $200,000 that 
my parents were paying on.  

Why? Calculation on next slide.



EXAMPLE 2 (cont’d)
$200,000 current assessed value (base value)

• $200,000 assessed value from previous slide
• Assessed value ($200k) plus $1M is not reassessed.  But $200k remains plus the 

value over $1.2M
• Value over $1.2M is $800k.
• $800k plus original assessed value of $200k equals new assessed value of $1M

• New property tax amount is about $12,500
• Higher than my parent’s amount of $2,500 but lower than market value 

assessment of $25,000

• Transferee must reside in principal residence within one year of transfer.

• Effective February 16, 2021 no parent to child exclusion for properties other 
than principal residence.



WHAT WE KNOW ABOUT
PARENT TO CHILD EXCLUSION

Example 2: Property taxes each year:

Parent’s keep the house: $2,500

Parent’s transfer the house to me before 2/16/21: $2,500

Parent’s transfer to me the house after 2/15/21: $12,500

Parents used the house as a rental property and transfer after 2/15/21: $25,000 



Items of Concern 

(Speak to an Attorney about legal issues, speak with a CPA/accountant/Tax Attorney 
about tax issues)-

Transferring property:

Loss of control, subject to child’s divorce, law suits and bankruptcy, loss of rental 
income and your child may die before you do (we don’t know if child can transfer 
to parents anymore)

Your basis carries over to the child (capital gains tax), “Basis” is purchase price, 
plus improvements, minus depreciation
Sale Price – Basis = Taxable Gain
At death, property generally gets an “adjusted basis” to fair market value at date 
of death



Items of Concern 

Transferring property:

If your kids are going to keep one or more properties as a rental, vacation home or 
primary home, then your plans may be different than if your kids are going to sell 
your real estate after you pass away.  Property tax savings versus capital gains.

Prop 19 may or may not affect you and your family depending on the situation.

SEEK ADVICE FROM AN EXPERT (Speak to an Attorney about legal issues, speak with 
a CPA/accountant/Tax Attorney about tax issues)-



Proposition 19 has two main components:

We will discuss the base value transfer under Prop 13 next

1. Parent/Child Exclusion for primary homes and investment properties

2. Base Value Transfers (for people 55 years old and older, 
Disabled Individuals, Fire Victims)  --- referred to as Prop 
60/90



WHAT WE KNOW ABOUT BASE YEAR TRANSFER
PRINCIPAL RESIDENCE ONLY

• Base year transfer expands from some counties to all counties

• Replacement property can cost more than sale price of original

• Base year transfer can be taken 3 times

• If replacement costs more than original sold for, difference between those values 
is added to base year of original for transfer purposes. 

• Examples on the next slides.



Downsizing (in price not square footage)

Spouses buy a home in Alameda in 1980 for $200,000.  The assessed value is 
about $400,000.  The property taxes are about $5,000 a year. 

Today the house is worth $1.2M (market value)

Spouses sell the Alameda (or anywhere in CA) home and buy a home in Livermore 
to be closer to their daughter for $700,000

Their new home in Livermore will maintain their $400,000 assessment and they 
continue to pay just $5,000 per year in property tax





Upsizing (in price not square footage)

Spouses buy a home in Alameda in 1980 for $200,000.  The assessed value is 
about $400,000.  The property taxes are about $5,000 a year. 

Today the house is worth $1.2M (market value)

After April 1, 2021, spouses sell the Alameda home and buy a home in San Diego 
to be closer to their daughter for $1,700,000

Their new home in San Diego (or anywhere in CA) will have an assessed value of 
$900,000 and they will pay about $11,250 per year in property tax rather than 
$21,250





Basics of Parent to Child Transfers 
to Avoid Reassessment of Property 
Taxes When Transferring Property 
Held in  Trust 



When a Trust Holds Real Property and No (or 
Limited) Other Assets

and
One of the Beneficiaries Wants 

the Real Property as their 
Share of the Distribution

The Main Requirement for a Full Exclusion for 
Reassessment is that the Trust be Distributed Evenly



Equalizing Distributions

• A trustee may equalize distribution to beneficiaries of the trust (when authorized 
to make a non-pro rata distribution) by encumbering the real property with a 
third party loan 

• Third Party

• Beneficiary receiving the real property cannot obtain the loan or give their own 
cash to equalize the distributions

• Loan must be to the trustee



Phong on Parent-Child Exclusion Submissions

There is not a universal submission package for parent-child exclusions

Some Assessor offices may ask for the BOE-19-P, a copy of the trust and 
the distribution agreement. After reviewing these documents, the 
Assessor may ask for more supporting documentation. This can be time 
consuming and potentially frustrating.

Kerry will be going over how to eliminate the back and forth for missing 
items during his portion of the presentation.



PHONG LA

ALAMEDA COUNTY ASSESSOR

1221 OAK STREET, ROOM 145

OAKLAND, CA 94612

Email:

AssessorWebResponse@acgov.org

Website:

acassessor.org/proposition-19/

Phone: (510) 272-3787



We are fortunate to have Bradley Marsh participate in this 
presentation. Brad, as you know, is the Co-Managing 
Shareholder of the San Francisco office of GreenbergTraurig. 

What you may not know is that Brad has won many awards 
and serves on the Executive Board of the California 
Association of Taxpayer Advocates. He has Chaired the 
Executive Committee of the California Lawyers Association as 
well as other committees for the California Lawyers 
Association. These are just a few of his many professional 
associations. He has taught at Golden Gate University as well 
as Santa Clara University Law School.



Is it difficult to Obtain an Exclusion 
for Reassessment on a 

Proposition 19 Parent-Child 
Transfer?



GTLAW.COM

The Answer

53

Under the following circumstances, it is a fairly simple process :
1. There is only one beneficiary / heir.
2. All the beneficiaries / heirs are children of the decedent, and they are all 

taking title to the property together.

These situations should require:
1. Completion of form BOE-19-P – Claim For Reassessment Exclusion For 

Transfer Between Parent And Child. 
2. Copy of the Trust or Will.
3. Final Accounting for Distribution of the Trust / Estate.



GTLAW.COM

If the children beneficiaries decide to sell the real 
property, the children may still file a Claim For 
Reassessment Exclusion for Transfer Between 
Parent and Child.

Why?

The property “changes ownership” at the time of 
death and it could take months before the property 
is sold. Filing the Claim For Reassessment 
Exclusion will allow the children to benefit from the 
lower tax rate from the date of death to sale of the 
property. 

Important Caveat

54



What if Some of the Children 
Beneficiaries Want Cash?

55



GTLAW.COM

If there are enough assets to make an equal distribution to all the 
beneficiaries, the exclusion should be granted if the trust document 
does not prohibit non-pro rata distributions. Lawyers should be 
prepared to provide:

1. Form BOE-19-P – Claim for Reassessment Exclusion for Transfer       
Between Parent and Child

2. Copy of the Trust or Will

3. Final Accounting – Final Distribution of the Trust / Estate

The Answer

56



GTLAW.COM

• Although each Assessor’s Office handles transfers 
differently, we are working toward uniformity on these 
submissions.

• This consistency will make the job easier for lawyers as 
well as various Assessor offices.

• Kerry will be discussing this further in this presentation

Unique Note

57



What if There are Not Enough 
Assets to Make an Even 
Distribution?
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GTLAW.COM

The Board of Equalization opined in Annotation 625.0235.005 that a trustee who 
elects to make a non-pro rata distribution of trust real property to one beneficiary 
may equalize the value of the other beneficiaries’ interests in the trust assets by 
encumbering the real property with a loan and distributing the loan proceeds to the 
other beneficiaries.

The key here is that the trustee must borrow the money on behalf of the trust. 
The beneficiary(ies) taking the property cannot personally guarantee the loan, 
provide the loan or actually act as the borrower on the loan (See July 9, 2019 BOE 
letter available on the Proposition19.org website).

The Answer

59



GTLAW.COM

625.0235.005 Trusts—Share and Share Alike.

A trustee who elects to make a non pro rata distribution of trust real property to 
one beneficiary may equalize the value of the other beneficiaries' interests in the 
trust assets by encumbering the real property with a loan and distributing the loan 
proceeds to the other beneficiaries. If the beneficiary of the real property is the 
trustor's child, then the parent-child exclusion would be applicable to the full 
extent of the value of the real property provided all other statutory requirements 
are met. However, a loan made by the beneficiary of the real property rather than 
the trustee in order to equalize the trust interests would be considered payment 
for the other beneficiaries' interests in the real property resulting in a transfer 
between beneficiaries. In that event, the parent-child exclusion would not apply to 
the interests transferred between beneficiaries. C 8/4/2003; C 9/5/2007; C 
2/19/2009.

625.0000 PARENT-CHILD TRANSFER
ANNOTATION 625.0235.005

60



Basics of
Parent to Child Transfers to Avoid 
Reassessment of Property Taxes 
When Transferring Property Held 
in an Illiquid Trust 

61



GTLAW.COM

When a Trust Holds Real Property and No (or limited) Other Assets and One of the Beneficiaries Wants 
the Real Property as their Share of the Distribution

• The Main Requirement for a Full Exclusion for Reassessment is that the Trust be Distributed Evenly

The Basics

62

• But how can the Assets be Divided Equally when the only Asset is Real 
Property?

• The Trust Can Borrow Enough Money from a Third Party Lender to Pay the 
Other Beneficiaries in Cash an Amount Equal to the Equity Received by the 
Beneficiary (ies) Taking the Real Property

• Basic Calculation (Assuming no other assets in the trust and no trust 
expenses): Property Value ÷ Number of Beneficiaries = Each Beneficiary’s 
Share



GTLAW.COM

• Property Value - $900,000

• No. of Beneficiaries – 3

• Each Beneficiary’s Share - $300,000 ($900,000 / 3)

• Beneficiary “A” gets $300,000 in Cash

• Beneficiary “B” gets $300,000 in Cash

• Beneficiary “C” gets $300,000 in Equity

• Property Value =               $900,000

• Beneficiary “A” cash =     ($300,000)

• Beneficiary “B” cash =     ($300,000)

• Equity in Real Property     $300,000

• The Trust Needs to Borrow $600,000 to Pay Beneficiaries “A” & “B”

• (This example is simplified for explanation purposes. The Trust will have expenses that must be factored in before distribution of the trust)

Example

63



GTLAW.COM

• Who Can Make the Loan to the Trust/Estate?

• Anyone except the recipient of the real property (acquiring beneficiary)

• Can the Acquiring Beneficiary get a Loan from a Bank and put the Proceeds into the Trust/Estate?

• No, because these funds would be coming from the recipient of the real property and would be considered a 
purchase of the other siblings share as opposed to a parent to child transfer. The Trustee must borrow the money on 
behalf of the trust. (See Property Tax Annotation 625.0235.005)

• Can the Transaction be Structured as a Purchase by the Acquiring Beneficiary from the Trust?

• No, because the acquiring beneficiary would be buying the property from himself/herself and other siblings. This is 
not a parent to child transfer.

• Can the Trustee Create Promissory Notes to Distribute to the Siblings that Want Cash and Distribute the Property to the 
Acquiring Beneficiary to Show an Equal Distribution and Gain a Full Exclusion for Property Tax Reassessment for the 
Acquiring Beneficiary? 

• See Property Tax Annotation 625.0260

Common Questions

64



GTLAW.COM

65

625.0000 PARENT-CHILD TRANSFER
ANNOTATION 625.0260
• Summary

625.0260 Wills—Share and Share Alike.

• A mother bequeathed real property in her will to three 
children in equal shares. As such, the children held the 
property as tenants in common. One child contributed 
$140,000 to the estate in order to receive a 100 percent 
interest in the real property, rather than a one-third 
interest. The contribution was made in order to equalize 
the shares of the beneficiaries for the purpose of 
distribution. When a beneficiary makes a money 
contribution in order to equalize the shares of the 
beneficiaries, such contribution constitutes payment for 
the interest of the other sibling beneficiaries and results 
in a purchase of that interest from the sibling 
beneficiaries. As such, the transfer of the two-thirds 
interest in the property does not qualify for the parent-
child exclusion and is subject to reassessment. C 
2/19/2009.



GTLAW.COM

• Summary

625.0000 PARENT-CHILD TRANSFER
ANNOTATION 625.0235

66

625.0235 Trusts—Share and Share Alike.
• When a parent transfers property to a trust 

which provides that the children are to receive 
the trust assets on a share and share alike 
basis, unless the trust instrument specifies 
otherwise, the trustee has the power to 
distribute the property on a pro rata or non-
pro rata basis. The distribution of sole 
ownership of a single asset to one child would 
qualify for the parent-child exclusion, except 
to the extent the value of the asset exceeds the 
value of that child's interest in the total trust 
estate. Such excess must be considered a non-
excludable transfer from the other 
beneficiaries pursuant to a sale of their 
interests to the recipient. C 8/6/1990; C 
9/10/1996; C 10/28/1999; C 3/14/2000.



GTLAW.COM

What are the Different Options for 
Funding an Illiquid Trust?

67

• Acquiring 
Beneficiary

• Not allowed

• Family Friend
• Bank or Mortgage 

Company
• Will not fund directly into 

an irrevocable trust. Will 
require property removal 
from an irrevocable trust.

Trust Loan Lender

• Private Money
(Equalization Loan Lender)



GTLAW.COM

• The percent of the Property that will be reassessed will depend on the number of total child 
beneficiaries and the number of child beneficiaries taking the property as their part of the 
distribution

• Most of the cases will involve 1 Child Beneficiary taking the Property. The following calculation will 
assume 1 Child Beneficiary taking the Property and 3 total Child Beneficiaries with interests in the 
trust

Determining the Amount of Annual 
Property Taxes if the Property is 
Reassessed

68



GTLAW.COM

• Take 1% of the Current Value of the Property and Divide that Number by the Number of Total Child 
Beneficiaries

• Multiply that Number by the Number of Child Beneficiaries that are taking Cash instead of Equity in this 
Property

• Let’s Call this Number “Siblings Reassessed Portion”

• Take the Current Property Tax Amount and Divide by the Total Child Beneficiaries

• Let’s Call this Number “Acquiring Beneficiary's Portion” 

• Add the “Siblings Reassessed Portion” to the “Acquiring Beneficiary's Portion” to get the new Reassessed 
Property Tax Amount

(Keep in mind that only the non-acquiring siblings’ portions are reassessed)

Calculating New Property Taxes on the 
Reassessed Value

69



GTLAW.COM

• Current Property Value - $900,000

• Annual Property Tax Rate – 1% (Actual Rates are typically 1% to 1.25%)

• Total Number of Children Beneficiaries – 3

• Current Assessed Value - $150,000

• Current Annual Property Taxes (Prop 13) - $1,500

• $900,000 x 1% = $9,000 divided by 3 = $3,000 (Each Bene’s Share of Prop. Taxes at current market rate)

• $3,000 x 2 = $6,000 (Siblings Reassessed Portion – only children not taking title)

• $1,500 divided by 3 = $500 (Acquiring Beneficiary’s Portion – still gets his/her Parent to Child  Exclusion)

• $6,000 + $500 = $6,500 (Estimated Reassessed Property Tax Amount)

• $6,500 - $1500 = $5,000 Annual Savings if the Acquiring Beneficiary takes full advantage of the Parent-Child 
Transfer

Let’s Try it with Some Numbers
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Let’s Review the 
Requirements for a Child-
Beneficiary to Gain an 
Exclusion for Reassessment 
of Property Taxes?
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GTLAW.COM

There are some restrictions for transfers that occur on or after February 16, 2021.

1. The property transferred only qualifies for reassessment exclusion if it was the primary 
residence of the transferor (in the case of two parents where one has died earlier, the 
Surviving Spouse will be the transferor).

2. The property must become the primary residence of the transferee (Acquiring Beneficiary) 
within one year of the transfer date. A homeowners’ exemption or disabled veterans’ 
exemption must be filed within a year of the transfer.

3. The exclusion maximum is the taxable value (assessed value) of the property (it shows on the 
tax bill for the assessment year during which the transfer was made) plus $1,022,600.

Restrictions
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Let’s get familiar with some terms…

Full Cash Value (FCV) – What the property is worth in the market 

Full Base Year Value (FBYV or BYV) – Mom & Dad’s “Property Tax” Value (Value on the Property 
Tax Statement in the Year of the Transfer)

Exemption Maximum – One Million Twenty Two Thousand Six Hundred Dollars + FBYV

Excluded Amount – The amount excluded from taxation

Excess – Amount added to the FBYV to get the New Taxable Value

Now, let’s do some calculations

Basic Calculations
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Full Base Year Value (FBYV)………………………………………$150,000  (Mom & Dad’s “Property Tax” Value)

Exemption……………………………………………………………..$1,022,600

Excluded Amount………………………………………..……………....($1,172,600)

Excess   $27,400

The “Excess” is added to the FBYV to get the “New Taxable Value”. If the Excess is “0” or less, the “New Taxable Value” 
remains the same as the FBYV (Mom & Dad’s Value).

In this example the New Taxable Value will be $177,400 ($27,400 + $150,000)

Full Cash Value (FCV)……………………………………………………...$1,200,000
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One of the main requirements for gaining a full Exclusion 
for Reassessment is an Equal Distribution.

Many times the Trust / Estate will not have enough assets 
to make an Equal Distribution.

These situations will require a Third Party Loan to the 
Trust / Estate to provide the liquidity needed to make an 
Equal Distribution.

Equalizing Distributions



Claimants are using Creative Ways to 
Structure Transactions to show Equal 
Distributions without obtaining a proper 
Third Party Loan.

Let’s talk about why they are not acceptable 
ways to Equalize Distributions.
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Taxpayers may take the Property out of 
the Trust, Refinance it and put the Loan 
Proceeds and Property back in the Trust 
before they Ask for an Exclusion for 
Reassessment
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Why can’t it be done this way?

This is typically done in the following circumstances:
1. A Conventional Loan Officer (who is unfamiliar with 

the requirements of third party loans) guides a 
borrower to take the property out of the trust, get a 
loan and then return the property to the trust.

2. A taxpayer is trying to avoid the costs of a legitimate
third party loan
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These funds would be coming from the recipient of the real property 
(acquiring beneficiary) and would be considered a purchase of the other 
siblings share as opposed to a parent to child transfer.

The trustee must borrow the money on behalf of the trust. Most banks and 
mortgage companies will not lend to an irrevocable trust (Against FNMA / 
FHLMC guidelines), so that means the acquiring beneficiary must sign the 
loan documents as an individual and contribute the proceeds to the trust / 
estate. This is considered a buy out of the other siblings interest and not a 
parent to child transfer.

Conventional Refinance – Acquiring Beneficiary Refinances



625.0000 PARENT-CHILD TRANSFER
ANNOTATION 625.0235.005
625.0235.005 (../../../../../proptaxes/pdf/625_0235_005b.pdf) Trusts—Share and Share Alike. A trustee

who elects to make a non pro rata distribution of trust real property to one beneficiary may equalize
the value of the other beneficiaries' interests in the trust assets by encumbering the real property
with a loan and distributing the loan proceeds to the other beneficiaries. If the beneficiary of the real
property is the trustor's child, then the parent-child exclusion would be applicable to the full extent
of the value of the real property provided all other statutory requirements are met. However, a loan
made by the beneficiary of the real property rather than the trustee in order to equalize the trust
interests would be considered payment for the other beneficiaries' interests in the real property
resulting in a transfer between beneficiaries. In that event, the parent-child exclusion would not
apply to the interests transferred between beneficiaries. C 8/4/2003; C 9/5/2007; C 2/19/2009.
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An Assessor can pull a recorded copy of the Deed of Trust to see if it was 
recorded after the date of death. A loan after the date of death would be a red 
flag that the funds in the trust probably came from a refinance. The “Trustor” 
on the Deed of Trust would be the borrower. If the borrower is not the trust 
or estate, then it will most likely be the Acquiring Beneficiary. 

Lawyers should ensure that a Deed of Trust shows the Trust or Estate as the 
ONLY TRUSTOR. 

If the Acquiring Beneficiary shows as the Trustor, the equalizing contribution 
to the Trust or Estate was made by the Acquiring Beneficiary. The Assessor 
will reassess any portion that is more than the Acquiring Beneficiary’s share 
of the Trust or Estate.
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Deed of Trust Example – Page 1
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Deed of Trust Example – Final Page
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Taxpayers may structure this transaction as 
a purchase transaction. The Acquiring 
Beneficiary will buy the property from the 
trust. The sale proceeds will be put in the 
trust for the other siblings to split. 

Why can’t it be done this way?



The acquiring beneficiary would be buying the 
property from himself / herself and other siblings. 

This is not a parent to child transfer.



Email from the BOE on Structuring a Transfer 
from the Trust as a Sales Transaction



How would an Assessor Detect this?



The Assessor will be able to look up the transactions on this 
property after the date of death and see the grant deed to the 
acquiring beneficiary (buyer).

The Distribution Agreement will show the assets in the trust
as either:

* Cash and no property – Assessor will ask for Sale Agreement
and Closing Statement for this transaction or;

* Property and little to no cash – The trust would need to 
equalize the distribution for the acquiring beneficiary to gain
a full Exclusion for Property Taxes
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Trustees might create promissory notes to 
distribute to the siblings that want cash 

and distribute the property to the 
acquiring beneficiary

Why can’t it be done this way?





Ultimately, the funds are coming from the 
Acquiring Beneficiary

The strategy here is to refinance after distribution and pay off the 
Promissory Notes. The Acquiring Beneficiary would be the one paying 
off the Promissory Notes.

This is a Sibling – Sibling buyout as opposed to a Parent-Child Transfer.



How would the Assessor detect this?



The Distribution Agreement

The Assessor will see the Promissory Notes on the Distribution 
Agreement and ask for copies of those Notes.



95

A Taxpayer may record a 
deed of trust and create a 
promissory note from a 
family member and show 
the cash on the 
distribution agreement 
even though no money 
changed hands.



How would the Assessor detect this?



The Assessor can request a copy of the trust or estate’s bank 
statement showing the “loan proceeds” being deposited.

The deposit should match the “loan proceeds” on the 
Closing Statement
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Bank Statement Example
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Closing Statement Example
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A Taxpayer may have a rich 
sibling who wants to keep the 
property. The rich sibling may 
buy out the others by 
creating an LLC, putting the 
buyout money in the LLC and 
using that entity as the 3rd

party lender.



How would the Assessor detect this?
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 Assessors can check with the California Secretary of State to see how 
recently that company was created. If it was created in the last three 
years, they would ask for a copy of the latest Statement of 
Information showing the majority of the people involved in that 
entity.

The Answer
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Statement of Information Example
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Example of a Promissory Note – Page 1



105

Example of a Promissory Note – Last Page



Kerry Smith

Kerry started in the loan business 42 years ago.

His companies have funded over 15,000 in mortgage loans as a lender 
dealing direct with consumers (retail originations).

Kerry’s company has funded over 575 Trust / Estate Loans used for the 
Equalization of distributions in order to meet the requirements for a full 
Parent – Child Exemption for Reassessment of Property Taxes.



Data on our 575+ Trust / Estate Loans

• The average Acquiring Beneficiary saves $6,537 per year in property 
taxes.

• The clients’ trusts/estates have averaged $50,252 more in 
distributions versus selling the properties.

• Each of the beneficiaries of the trusts / estates have averaged 
$18,641 more than if they would have sold the properties and split 
the proceeds.



How is it possible to have more for 
Distributions by keeping the Property?

When clients sell the property, they will pay 6% to 6.5% of the Sales 
Price (property value) in commissions and sales costs.

When one or more of the children beneficiaries keep the property,
the Equalization Loan will cost about 3% of the loan amount.

Typical Loan Amounts are 50% to 65% of the property value



Example

Sales Price (Property Value)……………………..$1,000,000

Sales Costs (6%)………………………………….…….…..$60,000
3rd Party Loan Costs:
Property Value x 65%.............$650,000
3rd Party Loan Costs (3%)   - $650,000 x 3% = $19,500

Difference       $40,500



There are good reasons to have your clients consider keeping a family 
property and take advantage of a Full Exclusion for Reassessment.

Getting through the process effectively and efficiently will save you 
some headaches.

Let’s talk about the process of obtaining financing and preparing 
documents for submission to the Assessor.



Sell vs. Keep



Sell vs. Keep

Children beneficiaries should talk to a competent Trust / Estate 
Equalization Lender (TEEL) before deciding on their best strategy.

A good TEEL will show the beneficiaries an accurate estimate on what 
they can expect to net if they sell or keep the property.

A good TEEL will show all costs of an Equalization Loan and show 
Acquiring Beneficiaries the time it will take to absorb those costs in 
property tax savings.



If it is determined that keeping the property provides the most benefit,
a good TEEL will make sure the Acquiring Beneficiary either has the 
money to pay off the Equalization Loan or qualifies for conventional long 
term financing to pay off the Equalization Loan.

Equalization Loans are typically 12 month loans.
If the acquiring beneficiary cannot qualify for a conventional loan, they 
may be in trouble when the Equalization Loan comes due. 

A good TEEL will make sure that does not happen. If an Acquiring 
Beneficiary cannot qualify for conventional financing, selling the 
property may be the better choice.



If Selling the Property is the Better Option

A good TEEL will have referral sources for Real Estate Professionals in 
the area where the property is located that can assist with the Sale of 
the Property.

Many times, keeping the property is the best option. If there are not 
enough assets to make an even distribution, the trust/estate will need 
to obtain an Equalization Loan.

Let’s look at Equalization Loans



Equalization Loans
Trust / Estate Equalization Lenders are not lending to an individual, so 
they should not require certain items typically required for a 
conventional loan.
Make sure there is…..
• No Income Documentation
• No Credit Reports
• No Personal Guarantees (personal guarantees by the acquiring 

beneficiary is viewed as a sibling to sibling buyout as discussed 
earlier)

• No Prepayment Penalty or Minimum Days Interest Requirement



A Typical Trust / Estate Equalization Loan 
Package should only require:
1.  Trust Loan Application (1 Page)
2. Appraisal – Usually, an appraisal is done for the trust. Most trust lenders

should ask for a review appraisal for about $250

3.   Death Certificate
4.   Copy of Trust and Amendments / Letters of Administration & Notice of Proposed Action
5.   Tax ID Number of Trust / Estate
6.    Picture Identification of Trustee(s) / Administrator(s)
7.    Proof of Hazard Insurance
8. Proof of Funds for Payoff of the Trust Loan –

A bank statement showing enough funds to pay off the trust loan or an approval letter from the take out 
lender. Reputable Trust / Estate Equalization Lenders should make sure the acquiring beneficiary has a take out 
method (a way to repay the short-term equalization loan). If the borrower(s) do not qualify for a take out loan, 
a 3rd party loan may not be the best strategy. 



Clouds on Title

A good Trust / Estate Equalization Lender will deal with all the problems 
associated with clearing title to the property, so the attorney does not 
have to deal with it.



Communication

We recommend a conference call between the Trust / Estate 
Equalization Lender, all beneficiaries of the trust / estate and the 
attorney. The trust / estate is the borrower, so all the beneficiaries are 
the clients. A good Trust / Estate Equalization Lender will go over the 
transaction completely on that call to make sure everyone is on the 
same page and answer any questions beneficiaries may have.



The Loan Process

Once an Trust / Estate Equalization Lender has these items, 

1.  Trust Loan Application (1 Page) 5. Tax ID Number of the Trust / Estate

2.   Appraisal 6.  Picture ID of Trustee / Administrator

3.   Death Certificate                                                         7. Proof of Hazard Insurance

4.   Copy of Trust and Amendments  or Will                  8. Proof of Funds / Loan Preapproval

Lender will order Escrow Instructions (Receipt in 48 hours)
Lender will order Preliminary Title Report (Receipt in 48 hours)

Loan is Underwritten once all of the above are in the file



The Loan Process (cont)

The loan documents should be sent to the trustee(s) / 
administrator(s) and the attorney for review. 

Once approved by the attorney & trustee(s) / administrator(s), the 
loan documents can be emailed to escrow to set up signing by a 
mobile notary. The notary meets the trustee / administrator to 
sign documents at a place desired by the trustee or administrator. 

A typical transaction should take 10 calendar days.
Most Delays are related to Distribution Agreement Disputes or Clouds on Title



Brokered Loans

A loan broker does not have their own capital to fund loans. A loan broker 
gathers information from the borrower and puts the documentation in a 
package and presents that “loan package” to the lender.

The lender’s underwriter will review the loan package and approve the loan 
subject to conditions. These conditions are usually documentation that was 
not found in the loan package submitted by the broker.

Once the broker submits the outstanding conditions, the conditions are 
removed and the loan is approved for preparation of loan documents.



Time Consumption

The majority of the time that is taken by the lender in the loan process 
is the time from submission of the loan to underwriting and the final 
sign off for loan documents.

An underwriter will have to set aside the new loans coming in to review 
the conditions that come in on previously underwritten loans.



Top of the List

My companies have a history of closing loans much quicker than our 
competition.

How do we do it?



Complete Packages

We make sure when we submit a loan that every piece of 
documentation necessary to answer any question an underwriter may 
have is already in the file. 

Underwriters are graded not only on performance of their loans, but 
the number of loans they underwrite in a day.

It was not unusual for underwriters to skip the loans on the top the pile 
to find one of our loans because they knew they would only have to 
underwrite it once and all the proper documents would be in the file.



The Point

Underwriters would much rather have a file with 
everything in it and avoid the phone calls and 
emails needed to  complete the file. Some will 
even look for loans to underwrite from loan 
brokers that have a reputation of submitting 
complete files.



Submissions of Claims for Reassessment Exclusions

These submissions are similar to loans submitted to underwriting

The Assessors’ offices have to make sure that all the “i’s” are dotted 
and the “t’s” are crossed.

If a Claim for Reassessment Exclusion doesn’t answer all the questions 
in the initial submission package, there will be emails and phone calls 
necessary to get all the information needed. This aggravates everyone 
involved.



How can this be Avoided?

Make sure that the Claim for Reassessment 
Exclusion package has all the documentation 
needed to allow the Assessor to make a favorable 
decision.



Piecemeal Submissions

Many Assessors’ offices start with the submission of the BOE-19-P 
form.

This form requires a copy of the Trust in Section “B”.
(This form should probably ask for a copy of the will, since the rules apply for trusts and estates)

After reviewing the Trust, if they see that there is more than one 
beneficiary, they will want to see the Distribution Agreement to make 
sure that the distribution was equal.



The Problem

If there is more than one beneficiary, you will have to wait for an email 
or phone call to get the “condition” of a copy of the Distribution 
Agreement.

If the Distribution Agreement shows a 3rd Party Loan was used to 
equalize the distribution (or they find a recorded Deed of Trust on their 
property search), you can expect more “conditions” for a copy of the 
Promissory Note & Closing Statement depending on the situation.

You have been delayed twice now.



How can this be handled more efficiently?

I don’t believe these submissions are any different than loan submissions.

If the Exclusion for Reassessment for Transfer between Parent and Child package
is complete and answers all the questions that can come up, the amount of time it 
takes to get a positive response from the Assessor will be greatly reduced.

This will save your time and the Assessors’ time.



Making Sure the Package is Complete

We have developed a checklist that will help ensure that all the bases 
are covered with these submissions.

As Assessors begin to see these packages with the checklists, they will 
begin to realize that these packages are much easier to “underwrite”.

I wonder if Assessors will start to skip over other submissions to find 
submissions with these checklists.

The goal is to have every Assessor’s office adopt this checklist for 
their Claims for Reassessment Exclusion for Transfer between Parent 
and Child.



Proposition19.org

Introduction to the website
Kerry goes online and explains the website






