SUPPLEMENTAL TAX BILLS
Almost every real estate purchase results in a re-assessment of the property value by the county tax assessor’s office.  In Humboldt County tax bills are calculated based on the assessed value as of January 1st that same year.  Tax bills are billed on a fiscal year beginning July 1st and ending June 30th.  Although normally printed and mailed in October each year by the tax collector’s office, tax bills are typically paid in two installments – the first one covering July 1st through December 31st is delinquent after December 10th.  The second covering the timeframe January 1st through June 30th is delinquent after April 10th.

When you purchase a property you almost never close escrow on January 1st and this means that the tax bill generated for the first year you own the property is based on whatever the old owner’s assessed value was on January 1st that year.  In order for the county to bill you based on your new purchase price they have to issue what is called a “supplemental” tax bill.  This bill is the difference between what you should be taxed based on your new purchase price and what is already being billed based on the old owner’s assessed value.  This bill is prorated based on the number of days in the billing cycle you own the property.

Let’s look at an example to help demonstrate this.  Say you purchased a property on April 1st for $250,000.  The old owner was assessed at $150,000.  That means the tax bills issued in October will be based on the assessed value as of January 1st that year, the old owner’s assessed value of $150,000.  Since the regular tax bill for that year is based on $150,000, the county needs to tax you for the additional assessed value or the difference between what you bought the property for and the old owner’s assessment.  In this example $100,000.  The additional assessment must be prorated for the amount of time in each billing cycle that you owned the property.  In this scenario, because the property was purchased April 1st, the county will bill for ¼ of the previous fiscal year (April 1st through June 30th) and the entire next fiscal tax year (July 1st through June 30th).  In October the new owner would technically receive 3 tax bills – the regular tax bill from the January 1st assessment of $150,000 along with 2 supplemental bills for the additional $100,000 assessed value based on the new purchase price.  One of the supplemental bills will be prorated for 3 months of the previous fiscal year and the other supplemental bill will be for the entire next fiscal year.

In another example, purchasing the same property with the same value on August 1st will result in only 2 tax bills – the regular bill based on the January 1st assessed value of $150,000 and a supplemental bill for the additional $100,000 of assessed value prorated for the remaining 11 months of the fiscal year.

If your taxes and insurance are included in your monthly mortgage payment your lender might have enough money to accommodate your supplemental tax bill?  Whether they have sufficient money in the impound account will depend upon how much they  collect from you each month. In Humboldt County tax rates generally range from 1.03% to 1.1% of your property’s assessed value.  Most lenders collect taxes at a rate of 1.25% per year perhaps with an overage in your account sufficient to pay any supplemental tax due. However, if your lender has not collected enough to pay the supplemental bill you will need to pay it yourself directly to the county tax collector.  Your mortgage professional will be able to help you determine if there is sufficient money in your impound/escrow account to pay the supplemental tax bill.

IT IS VERY IMPORTANT TO KNOW THAT THE LENDER DOES NOT AUTOMATICALLY RECEIVE THE SUPPLEMENTAL TAX BILL. WHILE YOU MAY HAVE ENOUGH MONEY IN YOUR IMPOUND/ESCROW ACCOUNT TO PAY THE BILL YOU MUST GIVE THE LENDER A COPY OF THE BILL. WITHOUT IT  THEY WILL NOT KNOW THE AMOUNT DUE AND IF NOT PAID IN A TIMELY FASHION (BY THE NEW PROPERTY OWNER OR THE LENDER) THE RESULT WILL BE PENALTIES!!
