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Tis is in reswonse to your lettcr to Glean Righy
of Tacarbar 23, 1930, regarding our interDratation of wiethor
a caangt2 in oynership occurs when there is a tranzfor of tha
foa o 2n exenzh mark district with a resarvation ofF a lile
astata to tha transferor, Pleas2 excuse our deldy in res-mond-

ino to your incuiry.

Eﬂsicully, the facts you set forth ia vyour latier
ara 23 {cllows: : .

1. Promertry oraed by the grantor has a 1375 ¢
vear valu=.

(D

2. In 1275, £ha2 grantor grants th >
pronerty %o an ewempt racgionel nor
raserving a2 life estate to himself.

3. The grantor is 79 ycars old.

You then ask if the projarty should retain itz 1375 base yvear

value or whethar there is a recognizadble Jdecline in value of
th2 proverty dus to the fact that the value of the retained
life askate is less than the fee vaiue of tha prorvaerty.

l

Prior to the time AB 1488 (Chanter 242, atutes cof
1273) was enacted, the Assemblyv Revaonue and :zablc" Comnib~\
estoblizhed a Task Porce to study and advise the Commitise on
the immlementation of Proposition 13, From the Task Force
Pacort cane A3 1438 which added S=ctions 63 throuch 67 Lo the
Tevenua aad Taxation Code (change in ownarsain). In Section €2,
the Lazyislature adopted a basic three-nart test for what con-
stitetes o change in ovmership of real proparty, thereby trig-
gering a reappraisal. This three-part test for deternmining a2



change i cmaershin iz: (1) a2 trassfer of @ nresént interent,
(2) a trazaZer ol the Lenalicial wse of ths oronarty, axi (3)
Uiz rrovperty rights transferrsd arzs substantiallv omaivalont
in valen to Tha faz intarost,

3.

Consistent writh this 2zfinitlion arve saoeccific enclu-
sinns ot forth in Section 62, Saction 62{c) oarticulazlvw
axelunies "any transfer by an instrument whose dtorms rasaervas
to thz transferor an estate £or vears cor an estate for life;
howaver, the ternination of such an estate for yoars or an
citate for life shall ccasztituie a changa in ownershin, amcent
25 provilad in Subdivision (3) of Saction €2 and in S=zctioa 52,7
~ha raticnale for this sxclusion, as set forth in Imnlereasatica
2% Prorosition 13, Vol, I, Pronerty Tax Assessmaat (pranharoa Ly

-

Stasf OFf tRl Paserbly RevonUe ang faxation co-mittaae,

{3) . . . "ransfers with a retained life
cestate are not ovmership changas until
th2 i1ife tenant dies., The life tenant
has the dominant or »rinary interest
vnder the "valua equivalence” elexment of
the ga2noral change in ownershin dafinition,
and there is no traasfer of the nresent
interast in the promerty uvatil tha life
tenant dies and the croserty vests in the
ramainder. At that timz, the provisions
of trusts and intersnousal transfers ner-
mitting, a chanqe in ownarshin 3hall be
deared to have occurred.

Based on the fcoregoing, it is our opinion that no
cliange in ownarship cccurs when the owner grants to tha nark
dAictrict the fee to this prorerty ir 1376 and retains a life
estate,., Tharefore, ths rrornerty continues to have a 1973
bage year value. Since the cwner is desemed to bz the owner
of the fea until the termination of the life estate, we do
not Balieve the provision of Article YIIT A, Secticn 2(b)
relating to declines in value i3 applicable for the reascn
that the value of the fee itself has not decliaed. A chanca
in cvnership of that fee occurs only whan the life estate torx-

rninates and the right to possession or enjoyment vests in tis
" remainderman (Section 61(f)). 1In this regard, we beliave it
5 e 2 distinction without a differance that the remainderman
is 2 tax-exeswmt governmental agency. '

Very truly yéﬁrs,

Margaret S, Shedd
Tax Counsel ‘
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