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Tihb is in response to your letter of January 17, 
1983, to Ur. Gltenn -tigby in :kich you ask our opinion of 
whet&z a cert<ain propoued transaction constitutes a cimnge 
in ownershi? for pronerty tax ptqmses. Specifically, tie 
facts of tim propose& transaction are as follows: 

Ccqoration .X fields California real estate. 
X is owned by a nu.&er of shareholders 
wi10 hold similar but r;ot identical iritcrcsti 
in Y, a coqorction that holds no California 
pr0per-t:~. There arc, hollv-ever, shar&Ioldexs 
in Y wko have x0 kiterest in Ii. 

The S and Y shareholders intend'to con- 
tribute their X and Y 6Iiaras to a acwly- 
forxd holding coqmny iz~ exchange for 
I~o!.Aing coxqany stock. This contribution 
would result in only a de ninirtis cbngo 
1z-l tilt7 x azld Y wharcs held by the X and 
Y shLx&olders indirxtly as coz?arcd to 
tie shares tky held directly. 

Vpon Ike conuI ~7;1sion af tie proaosed transaction, tie 
holcicg cox?.~any would dimctly OWn 1308 bf t.?Lo stock of 
Coqoraticns :i and Y. Zz Uis regard, Section 64(a) of t.he 
Revertu~' and 'Izxation Cocb ?rovidos for tic gcnoral rub, 
tiith noted exccnticno, khat khe transfer of coqorato stock 
does not cormti~uta a c,k,snqc in otmxship. One such noted 
exception is provided in Szction 64(c), &i& states: 

Nhen a corporation, partnership, other 
legal entity or any other person obtains 
con",ml, as dcfixd in Section 25105, in 
any coqor&ioa, or 0l;tains a majority 
umership interest in any partnership or 
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0wnorrJhip interest in any partnership or 
other legal entief through the purchase 
or transfer of co-rate stock, partner- 
ship intcrcst, 01 cxinersXp intcresto in 
otkcr lcgril entitim, such px&ase or 
transfer of such stock or otker interest 
shall be a change in otn;cr&ip of prop- 
erty owned by tile cor~orntion, partnersdq, 
or other legal enti*J in whicil the con- 
trolling ir,tercst is obtained. 

Section 25105 of the C&de providoet 

Direct or indirect ownership or control 
of xnore than 
stock of the 
ownership or 

Eased on the 
ci-mnge in ownership of 

50 percent of 'tie voting 
taxpayer shall copstitute 
control.... L. 

foregoing, it is our opinion that a 
Corporation X's Carifornia real prop 

erty wculd occur when the hoWing corzpaw~ acquires 100% of 
Coporation X's stock because there would be a change in 1 
control prsuimt to Section CZ(c) of the P%mm.ae and Tzwitio1? 
Codz. 

, 
Very truly yours, 

. 

Margaret S; Sfmdd 
Tax Cour~cl 

HSS: jlh 


