
Mr. 
Vice President - General Cour.se1 

Dear P?r. . . 

This is ir, res?czse to your ie::er tc Mr. ‘iic*-*a Vr: . _- Oc:?sner in whici; 
voc reC!i?St Our opinion with :es;ect to the foilowlng facts which 
are set forth in your letter. 

Ttie ?rok12m arises from ::?e saie bv 3 _ of irs 
oossessory interest _ 

.XOEd i T_ 
in ?roperzy iocated a’~ 

Ca ~ifO~r,i~ $0 t:qP rJ~_i~p~Si!\~ Cf 

California, San Diego on Octcber 15, 1987. UCSD is; of 
coufse, a tax-exempt public entity. M was the owner oE 
record of the possessory interest on t’ne lien date (March I, 
1987) and the transfer occurred during the fiscal yea:. As of 
the date of the transfer, M had ?aid taxes for the 
entire first half of the fiscal year and expected a pro rata 
refund of the amount paid for the period following the 
transfer date. The San Diego County Tax Assessor’s Office has 
indicated that it will not process M “s claim for a 
refund and will hold M responsible for the ter: bill for 
the second half of the fiscal year. 

The question presented by the foregoing facts is whet-her the 
property tax on the possessory interest must be prorated (pursuant 
to the cancellation and refund procedures) when the pcssessory 
interest is transferred from a non-tax exempt enc.i:y co a 
tax-exempt p’ublic .entity during Zhe fiscal yea:. 

Revenue and Taxation Code* section 4986(a) provides In relevant 
cart that “[a]11 or any portion of any tax, . . . heretofore of 
hereafter levied, shall, on satisfactory proof, be cancelled by 
the auditor . . . Ff it was levied or charqed: [j!](6) On property - 
acquired by the . . . state, . . . or other public entity, to the 
extent provided in Article 5 (commencing with Section 508L) .” 

*kil statutory references are tc the Revenue and Taxation Code 
ur,lass otherwise indicated. 
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Section 5086 provides in relevant part that “[L]f exempt 
property is acquired ‘by negotiated purchase, . . . after 
commencement of the fiscal year for which the current taxes are 
a lien on the property: [‘g](b) The oorzion of the current taxes . =‘a: are allocabie to the part of the fiscal year t r: a t begins 

. On the date of apportionment shall be cancelled and are not 
collectijle either from the ?erso:. frbm whom the property was 
acquired or from the zl?blic entity.- ttaz acquired the property.” 

Section 5006.7 prcvides: 

if taxes kave’been qaid on pro?erty acquired *by - 
n-zotiated surchase by any plublic entity designated 
IcCtion 5081 

in 
after the commencemen: of the fiscal year*or* 

. wnlc’n the taxes are a lien or. zhe Property, the pcrtion of 
such taxes which are allocable to that ?art of the fiscal 
year whj_ch becizs on the date of aszortionment determined 
2ursuanr. tc Section 5082 and made uncollectible if unpaid 
*by virtue of Section 5086, shell be deemed erroneously 
colleczed and shall ‘be ref*;nded to the person ;rho has gaid 
the tax, where the person was not otherwise reimbursed for 
that portion of the taxes by the pubiic enriry which 
accuired the property. 

Refunds under this section shall ‘be applicable to taxes 
paid on either the secured or unsecured rolls. 

TOI: purgcses of section 5086 (and sec. 5096.71, section 5081 
defines “exempt property” in pertinent sart to mean “[plroperty 
acqired by the state . . . or other public entitv that becomes 
exempt from taxation under the laws of the state. ;r Thus, 
M .‘s right to cancellation and refund in accordance with 
the foregoing sections depends upon whether the possessory 
1 n terest it sold to UCSD is “exemgt property” as defined above 
in section 5081. 

it is undisputed that a possessory interest in real property IS 
itself real property (sets. 104(a), 107, San Pedro, Los Angeles 
& Salt Lake Railroad Company v. Cltv of Los Angeles (1919) 180 
Ca_ _. i8, 21) .- The definition given in sections IO4 and IO7 are 
COntrOlling in matters relating to property taxation (sec. 101, 
.Ventura County v. Darry 207 Cal. 189, 195). Thus, a possessory 
interest would constrtute “property” for purpcses of the 
cancellation and refund provisions. 

Article XIII section 3(a) exempts from property taxation 
property which is owned by the Szate. T’n e IICL- “L.a te,” of course, 
would include the University of California (see Regents of 
ilniversitv of California v. City of Los Angeles (1979) iO0 
r- - b.cl.App.3d 547). 
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7~ our view, A .i "property owned by the Scare" is not limited to 
fee ownership and properly includes possessory interesx. (See 
Tl-<_PG ___ _A ties Children's Center, Inc. v. 3~ard of Supervisors 
(19Z3) 166 Cal.App.jd 589 wherein the court held that gro?erty 
"owned" as used in section 214 (welfare exemption) includes, 
2ossessory interests.) 

Accordingly, under our inier~reta:ion, rhe pcssessory izieresi _ 
acc~ired 2rom M *by UCS3 ccxszitures "exempt g~ro~erry" 
for ?urpcses of section 5081. Mcreover, Ue note chat section 
4986(a) quoted above requires the cancellation of "an)r tas . . 

_ 
.- Lsvi& . . . . on propirrty acquired by the state, 

I, . . . . . (Emphasis added,.) - 4i‘ ir 

FOC the foregoing reasons, we are of the ocinion that the 
cEncellation and refund provisions discusset above are 

-. '? eD--Tea=lt _ Y-- with res3ect to the property Taxes levied cn the 
Fossessorv interest 'In cuestion room the daze of apportionment 
(ay?arencly October 15, -1987) i0 Glcne 3G, 1982 . 

T%r views expressed in this lette: are, of cccrse, advisory 
only and are not binding upon the assessor of any rountv. You 
may wisk to consuit the San Diegc County assessor in orher to 
confirm zhat the described property will be assessed in a 
manner consistent with the conclusion stazed' above. 

If we can be of further assistance in this matter, please let 
us know. 

Very truly yours/ 

& 
Eric F. Eisenlauer 
Tax Counsel 

iZFZ:cb 
1035D 

cc : Mr. Gordon P. Adelman 
Mr. Robert H. Gustafson 
._ML Verne Walton ‘\._ 
Hon. Gregory J. Smith 
San Diego County Assessor 


