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MEMORANDUM 


TO: Richard Bennion 
FROM: OAL Front Desk 
DATE: October 27,201 
RE: Return of Rulemaking Materials 

OAL Matter Number 2016-0921-01 
OAL Matter Type Regular (S) 

OAL hereby returns the rulemaking record your agency submitted for review regarding "Change in 
Ownership - Joint Tenancies." 

If this is an approved matter, it contains a copy of the regulation(s) stamped "ENDORSED 
APPROVED" by the Office ofAdministrative Law and "ENDORSED FILED" by the Secretary of 
State. The effective date of an approved regulation is specified on the Form 400 (see item B.5). 
Beginning January 1, 2013, unless an exemption applies, Government Code section 11343.4 states the 
effective date of an approved regulation is determined by the date the regulation is filed with the 
Secretary of State (see the date the Form 400 was stamped "ENDORSED FILED" by the Secretary of 
State) as follows: 

(1) January 1 if the regulation or order of repeal is filed on September 1 to November 30, inclusive. 
(2) April 1 if the regulation or order of repeal is filed on December 1 to February 29, inclusive. 
(3) July 1 if the regulation or order of repeal is filed on March 1 to May 31, inclusive. 
(4) 	October 1 if the regulation or order of repeal is filed on June 1 to August 31, inclusive. 

If an exemption concerning the effective date of the regulation approved in this matter applies, then it 
will be specified on the Form 400. The Notice of Approval that OAL sends to the agency will include 
the effective date of the regulation. The history note that will appear at the end of the regulation section 
in the California Code of Regulations will also include the regulation's effective date. Additionally, the 
effective date of the regulation will be noted on OAL's web site after OAL posts the Internet Web site 
link to the full text of the regulation that is received from the agency. (Gov. Code, secs. 11343 and 
11344.) 

Please note this new requirement: Unless an exemption applies, Government Code section 11343 
now requires: 

1. 	 Section 11343(c)(l): Within 15 days of OAL filing a state agency's regulation with the Secretary of 
State, the state agency is required to post the regulation on its Internet Web site in an easily marked 
and identifiable location. The state agency shall keep the regulation posted on its Internet Web site 
for at least six months from the date the regulation is filed with the Secretary of State. 

2. 	 Section 11343(c)(2): Within five (5) days of posting its regulation on its Internet Web site, the state 
agency shall send to OAL the Internet Web site link of each regulation that the agency posts on its 
Internet Web site pursuant to section 11343(c)(l). 



OAL has established an email address for state agencies to send the Internet Web site link to for each 
regulation the agency posts. Please send the Internet Web site link for each regulation posted to OAL at 
postedregslink@oal.ca.gov. 

NOTE ABOUT EXEMPTIONS. Posting and linking requirements do not apply to emergency 
regulations; regulations adopted by FPPC or Conflict of Interest regulations approved by FPPC; or 
regulations not subject to OAL/APA review. However, an exempt agency may choose to comply with 
these requirements, and OAL will post the information accordingly. 

DO NOT DISCARD OR DESTROY THIS FILE 
Due to its legal significance, you are required by law to preserve this rulemaking record. Government 
Code section 1134 7.3( d) requires that this record be available to the public and to the courts for possible 
later review. Government Code section 11347.3(e) further provides that" ... no item contained in the 
file shall be removed, altered, or destroyed or otherwise disposed of." See also the State Records 
Management Act (Government Code section 14740 et seq.) and the State Administrative Manual (SAM) 
section 1600 et seq. regarding retention of your records. 

If you decide not to keep the rulemaking records at your agency/office or at the State Records Center, 
you may transmit it to the State Archives with instructions that the Secretary of State shall not remove, 
alter, or destroy or otherwise dispose of any item contained in the file. See Government Code section 
11347.3(f). 

Enclosures 
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Final Text of Proposed Amendments to 

California Code of Regulations, Title 18, Section 

462.040, Change in Ownership -Joint Tenancies 

462.040. Change in Ownership - Joint Tenancies. 

(a) General Rule. The creation, transfer, or termination of a joint tenancy interest is a change in 
ownership of the interest transferred. 

Example 1: The purchase of property by A and B, as joint tenants, is a change in ownership 
of the entire property. 

Example 2: The transfer from A and B, as joint tenants, to C and D, as joint tenants, is a 
change in ownership of the entire property. 

Example 3: The transfer from C and D, as joint tenants, to C, as sole owner, is a change in 
ownership of 50 percent of the property. 

(b) Exceptions. The following transfers of property do not constitute a change in ownership: 

(1) The transfer creates or transfers any joint tenancy interest and after such creation or 
transfer, all transferor(s) are among the joint tenants. Upon the creation of such a joint 
tenancy (hereafter, a joint tenancy described in subdivision (b)(l)),-8tieh a transferor who is 
also a transferee is, therefore, considered to be an "original transferor" for purposes of 
determining the property to be reappraised upon subsequent transfers. If a spouse of an 
"original transferor" acquires an interest in the joint tenancy property either during the period 
that the "original transferor" holds an interest or by means of a transfer from the "original 
transferor," such spouse shall also be considered to be an "original transferor." "Spouse" 
includes a registered domestic part.ner vmo shall have the same rights, protections, and 
benefits, and shall be subject to the same responsibilities and obligations as granted to and 
imposed upon spouses pursuant to section 297.5 of the Family Code. For a transfer of a joint 
tenancy interest into trust from November 13, 2003 to a date before October 1, 2013, any 
joint tenant may also become an "original transferor" by transferring his or her joint tenancy 
interest to the other joint tenant(s) thfough his or her trust if the trust instrument names the 
other joint tenant(s) as the present beneficiary or beneficiaries. All other initial and 
subsequent joint tenants are considered to be "other than original transferors." To create 
original transferor status, a transaction must occur that either changes title to joint tenancy or 
adds an additional person to title as one of the joint tenants. The purchase of property as joint 
tenants does not create original transferor status. The elimination of a joint tenant does not 
create "original transferor" status in any of the remaining joint tenants. 

Example 4: A and B own property as tenants in common and transfer the property to A and B 
as joint tenants. The joint tenancy of A and B is a joint tenancy described in subdivision 
(b)O) of this rule, and A and Bare both "original transferors." 

Example 5: A and B purchase property as joint tenants. On December 12, 2004, A and B 
transfer their property interests to each other as joint tenants through their respective trusts. A 
and B are transferors who are among the joint tenants and are, therefore, considered to be 
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"original transferors." If A and B had transferred their interests into trust on any date after 
October 1, 2013, neither A's trust nor B's trust 'Nould be considered a joint tenant and neither 
A nor B 1v1rould be considered an "original transferor" as a result of the transfer into trust. 

Example ie: A and B purchase property as joint tenants. A and B transfer to A, B, C, and D 
as joint tenants. No change in ownership because the joint tenancy of A, B, C, and D is a 
joint tenancy described in subdivision {b)(l) of this rule. A and B, the transferors, are 
included among the transferees and are, therefore, "original transferors." C and Dare "other 
than original transferors." Likewise, if A, as the sole owner, had transferred to A, B, C, and D 
as joint tenants, no change in ownership because the joint tenancy of A, B, C, and D is a joint 
tenancy described in subdivision (b){l) of this rule. A would be an "original transferor" and 
B, C, and D would be "other than original transferors." 

Example 6: A and B acquire real property as joint tenants. A and B transfer the property to B, 
C, and D, as joint tenants. 66 2/3 percent change in ownership of the transferred interests 
because the joint tenancy of B, C, and Dis not a joint tenancy described in subdivision (b){l) 
of this rule since both of the transferors are not transferees, and B has only retained an 
undivided 33 1/3 percent interest in the real property, as a joint tenant, after the transfer. B 
does not become an "original transferor" since this is not a joint tenancy described in 
subdivision (b){l) of this rule. 

(A) Spouse of "Original Transferor." If a spouse of an "original transferor" acquires an 
interest in the joint tenancy property either during the period that the "original transferor" 
holds an interest or by means of a transfer from the "original transferor," such spouse 
shall also be considered to be an "original transferor." "Spouse" includes a registered 
domestic partner who shall have the same rights, protections, and benefits, and shall be 
subject to the same responsibilities and obligations as granted to and imposed upon 
spouses pursuant to section 297.5 of the Family Code. 

Example 7: A and B acquire property as joint tenants. A and B transfer the property to A, 
B, C, D and E as joint tenants. Eis B's wife. No change in ownership because the joint 
tenancy ofA, B, C, D, and Eis a joint tenancy described in subdivision {b){l) of this rule 
since A and B, the transferors, are included among the transferees and are, therefore, 
"original transferors." E, the wife of an "original transferor," is also an "original 
transferor." C and Dare "other than original transferors." 

Example 8: A is the sole owner of property. A grants the property to A, B, and C as joint 
tenants. The joint tenancy of A, B, and C is a joint tenancy described in subdivision 
{b){l) of this rule; A is an "original transferor:-,." and Band Care "other than original 
transferors." A dies while Dis A's husband. A's interest in the property passes by 
operation of law to B and C, resulting in a 100 percent change in ownership because, 
after A's death, the only original transferor is no longer on title (as explained in 
subdivision (b)(l)(B) of this rule). Subsequently, Band C transfer the property to B, C, 
and Das joint tenants.Dis A's husband. The new joint tenancy of B, C, and Dis a joint 
tenancy described in subdivision (b )( 1) of this rule. B and C are transferors who are 
among the transferees and thereby become "original transferors." However, D does not 
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become an "original transferor" because he did not acquire his interest from A during the 
period that A held an interest in the initial joint tenancy of A, B, and C. 

Example 9: A transfers property to A and B as joint tenants. The joint tenancy of A and B 
is a joint tenancy described in subdivision (b)(l) of this rule; A is an "original transferor," 
and Bis an "other than original transferor." C is A's registered domestie partner. A and 
B, as joint tenants, transfer the property to A, B, and C as joint tenants. C is A's 
registered domestic partner. C is an "original transferor" because he is the registered 
domestic partner of an "original transferor-:" and acguired his interest in the joint tenancy 
during the period that A was an "original transferor." B becomes an "original transferor" 
because he is a transferor who is among the transferees. 

Example 10: A transfers property to A and B as joint tenants. The joint tenancy of A and 
Bis a joint tenancy described in subdivision (b)(l) of this rule; A is an "original 
transferor," and B is an "other than original transferor." A and B, as joint tenants, transfer 
the property to Band C as joint tenants. B beeomes an "original transferor." C is A's 
registered domestic partner. C is an "original transferor" because C wasis the registered 
domestic partner of Aan "original transferor" and C acquired an interest by means of a 
transfer from A. C takes the place of A because C is A's registered domestic partner. 
Also, B remains on title as a transferor who is also a transferee, and thereby becomes an 
"original transferor." 

Example 11: A and B aequire real property as joint tenants. A and B transfer to B, C, and 
D, as joint tenants. 66 2/3 pereent ehange in ovmership of the transferred interests 
beeause A is not one of the transferees. 

Example 12: A and B purehase property as joint tenants. On August 13, 2003, A and B 
sell a 50 pereent interest to C and D, with the deed shov,1ing A, B, C and D as joint 
tenants. A and B beeome "original transferors." C and D become "other than original 
transferors." On Deeember 13, 2003, C and D then transfer their joint tenancy interests to 
their respeetive trusts fur the benefit of the remaining joint tenants. C and D become 
"original transferors." On January 13, 2004, A and B then sell their remaining 50 pereent 
to C and D, and go off title. Under eireumstances v,rhere application of the step 
transaction doetrine to disregard the furm of the transaction would be appropriate due to 
their intent to avoid a change in ovmership, A., B, C and D do not beeome "original 
transferors" as the result of their transfers to each other. 

~(B) Termination of "Original Transferor's" Interest. The transfer terminates an 
"original transferor's" interest in a joint tenancy described in subdivision (b)(1) of this 
rule and the interest vests in whole or in part in the remaining "original transferors/'t 
except that, upon the termination of the interest of the last surviving "original transferor," 
there shall be a reappraisal of the property as if it had undergone a 100 percent change in 
ownership. 

Example 11: A transfers property to A and B as joint tenants. The joint tenancy of A and 
Bis a joint tenancy described in subdivision (b)(l) of this rule; A is an "original 
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transferor," and Bis an "other than original transferor." A and B transfer the property to 
B and C as joint tenants. B does not become an original transferor because A is not one of 
the transferees. 100 percent change in ownership because A, the only original transferor, 
is no longer on title. 

Example 13: A and B transfer to A, B, C, and Das joint tenants. A and B are "original 
transferors," and C and Dare "other than original transferors." l'.. dies or grants his 
interest to the remaining joint tenants, B, C, and D. No change in o-wnership because B, 
an "original transferor," remains as a joint tenant. 

Example 12+4: A and B transfer property to A, B, C, and D as joint tenants. The joint 
tenancy of A, B, C, and Dis a joint tenancy described in subdivision {b){l) of this rule; A 
and Bare "original transferors," and C and Dare "other than original transferors." A dies 
or grants his interest in the property to the remaining joint tenants, B, C, and D. No 
change in ownership because B, an "original transferor," remains as a joint tenant. 
Subsequently, B dies or grants his interest in the property to C and D. 100 percent change 
in ownership because B was the last surviving "original transferor." 

f-4{C) Termination of "Other Than Original Transferor's" Interest. The transfer 
terminates a joint tenancy interest held by an "other than an-original transferor" in a joint 
tenancy described in subdivision (b)(l) of this rule and the interest is transferred either to 
an "original transferor," or to all the remaining joint tenants, provided that one of the 
remaining joint tenants is an "original transferor." The "original transferor" status of any 
remaining joint tenants ceases when a joint tenancy is terminated. 

Example 13: A transfers property to A and Bas joint tenants. The joint tenancy of A and 
Bis a joint tenancy described in subdivision {b){l) of this rule: A is an "original 
transferor," and Bis an "other than original transferor." A and B transfer the property to 
A and C as joint tenants. No change in ownership because A, an "original transferor," 
continues to be on title. A remains an "original transferor." C is an "other than original 
transferor." 

Example 1 lli: A and B transfer property to A, B, C, and D as joint tenants. The joint 
tenancy of A, B, C, and Dis a joint tenancy described in subdivision {b){l) of this rule; A 
and Bare "original transferors," and C and Dare "other than original transferors." A dies 
or grants his interest in the property to the remaining joint tenants, B, C, and D. No 
change in ownership because B, an "original transferor," remains as a joint tenant. C, not 
an "original transferor," grants his interest in the property to Band D. No change in 
ownership because C grants to the remaining joint tenants, B and D, and B is an "original 
transferor." 

Example UM: A and B transfer property to A, B, C, and D as joint tenants. The joint 
tenancy of A, B, C, and Dis a joint tenancy described in subdivision {b)(l) of this rule: A 
and Bare '"original transferors," and C and Dare "other than original transferors." A dies 
or grants his interest in the property to the remaining joint tenants, B, C, and D. No 
change in ownership because B, an "original transferor," remains as a joint tenant. C, net 
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an "other than original transferor," grants his interest in the property to B and D as joint 
tenants. No change in ownership because C grants to the remaining joint tenants, B and 
D, and B is an "original transferor." D dies and D's joint tenancy interest passes to B by 
operation oflaw. Since Bis an "original transferor," there is no change in ownership. 
Upon D's death, the joint tenancy is terminated and B ceases to be an "original 
transferor." 

(D) "Original Transferor" Status Through Trusts. For a transfer of a joint tenancy interest 
into trust from November 13, 2003 to a date before October 1, 2013, any joint tenant may 
also become an "original transferor" by transferring his or her joint tenancy interest to the 
other joint tenant(s) through his or her trust if the trust instrument names the other joint 
tenant(s) as the present beneficiary or beneficiaries. 

Example 16: A and B purchase property as joint tenants. On December 12, 2004, A and 
B transfer their property interests to each other as joint tenants through their respective 
trusts. A and Bare transferors who are among the joint tenants and are, therefore, 
considered to be "original transferors." If A and B had transferred their interests into trust 
on or after October 1, 2013, neither A's trust nor B's trust would be considered a joint 
tenant and neither A nor B would be considered an "original transferor" as a result of the 
transfer into trust. 

Example 17: A and B purchase property as joint tenants. On August 13, 2003, A and B 
sell a 50 percent interest to C and D, with the deed showing A, B, C and D as joint 
tenants. A and B become "original transferors." C and D become "other than original 
transferors." On December 13, 2003, C and D then transfer their joint tenancy interests to 
their respective trusts for the benefit of the remaining joint tenants. C and D become 
"original transferors." On January 13, 2004, A and B then sell their remaining 50 percent 
to C and D, and go off title. Under circumstances where application of the step
transaction doctrine to disregard the form of the transaction would be appropriate due to 
their intent to avoid a change in ownership, A, B, C and D do not become "original 
transferors" as the result of their transfers to each other. After collapsing the steps, the 
transfer from A and B to C and Dis a 100 percent change in ownership as of January 13, 
2004. 

~(2) Proportional Ownership Interest Transfer. For other than joint tenancies described in 
subdivision (b)(l) of this rule, the transfer is between or among co-owners and results in a 
change in the method of holding title but does not result in a change in the proportional 
interests of the co-owners, such as: 

(A) A transfer terminating the joint tenancy and creating separate ownerships of the 
property in equal interests. 

(B) A transfer terminating the joint tenancy and creating a tenancy in common of equal 
interests. 
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Example 18: A and 8 purchased property as joint tenants. A and B transfer the property 
to A and 8 as tenants in common. No change in ownership as both A's and B's interests 
were reassessed when the property was purchased, the joint tenancy of A and 8 was not a 
joint tenancy described in subdivision {b)(l) of this rule, and this transfer was merely a 
change in the method of holding title. 

Example 19: A is the sole owner of property. A grants the property to A and son B as 
joint tenants. The joint tenancy of A and 8 is a joint tenancy described in subdivision 
(b)(l) of this rule; A is an "original transferor," and 8 is an "other than original 
transferor." A dies. A's interest passes by operation oflaw to 8. 8 timely files for the 
parent-child exclusion {as provided in subdivision {b)(5) of this rule) so there is no 
change in ownership. Subsequently, 8 transfers to 8 and brother C as joint tenants. The 
joint tenancy of 8 and C is a joint tenancy described in subdivision (b){l) of this rule; 8 
is an "original transferor," and C is an "other than original transferor." Later, C transfers 
C's 50 percent interest in the property to Casa tenant in common. The creation of the 
tenancy in common terminates the joint tenancy and results in a reassessment of C's 50 
percent interest because the joint tenancy of 8 and C was a joint tenancy described in 
subdivision (b)(l) of this rule, and C's interest did not vest in an original transferor. 

(C) A transfer terminating a joint tenancy and creating or transferring to a legal entity 
when the interests of the transferors and transferees remain the same after the transfer. 
Such transferees shall be considered to be the "original co-owners" pursuant to section 
64(d) of the Revenue and Taxation Code for purposes of determining whether a change in 
ownership occurs upon the subsequent transfer of the ownership interests in the legal 
entityproperty. 

Example 20: A and B purchased property as joint tenants. A and 8 transfer the property 
to X Corporation, each taking back 50 percent of the stock. No change in ownership 
because A's and B's joint tenancy was not a joint tenancy described in subdivision {b)(l) 
of this rule, and A's and 8's interests in the property remained the same after the transfer. 
However, A and 8 are "original co-owners" pursuant to section 64(d) of the Revenue and 
Taxation Code. 

Example 21: A owns property. A transfers the property to A and 8 as joint tenants. A is 
an "original transferor" and 8 is an "other than original transferor" because the joint 
tenancy of A and 8 is a joint tenancy described in subdivision (b)(l) of this rule; for that 
reason as well, the proportional ownership interest exclusion described in section 62(a)(2) 
of the Revenue and Taxation Code will not apply to any transfer of interests in this joint 
tenancy. A and B transfer the property to X Corporation, each taking back 50 percent of 
the stock. 100 percent change in ownership because: (i) as explained above, the 
proportional ownership interest exclusion does not apply to this transfer; (ii) the transfer 
terminated the joint tenancy of A and 8, thereby terminating the "original transferor" 
status of A pursuant to subdivision (b)(l)(C) of this rule; and (iii) the interests in the 
property were not vested in whole or in part in A as the only original transferor, after the 
termination, in violation of subdivision (b)(l)(B) of this rule. 
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f§)(3) Interspousal or Registered Domestic Partner Exclusion. The transfer is one to which 
the interspousal exclusion, pursuant to the provisions of section 63 of the Revenue and 
Taxation Code, or the registered domestic partner exclusion, pursuant to the provisions of 
section 62(p) of the Revenue and Taxation Code, applies. 

fej(4) De Minimis Exclusion. The transfer is of a joint tenancy interest of less than five 
percent of the value of the total property and has a value ofless than $10,000; provided, 
however, that transfers of such interests during any one assessment year (the period from 
January 1 through December 31) shall be accumulated for the purpose of determining the 
percentage interest and value transferred. When the value of the accumulated interests 
transferred during any assessment year equals or exceeds five percent of the value of the total 
property or $10,000, then only that percentage of the property represented by the transferred 
accumulated interests shall be reappraised. For purposes of this subdivisionsubseetion, the 
"accumulated interests transferred" shall not include any transfer of an interest that is 
otherwise excluded from change in ownership. 

f73(5) Parent-Child or Grandparent-Grandchild Exclusion. The transfer is one to which the 
parent-child or grandparent-grandchild exclusion applies, and for which a timely claim has 
been filed as required by section 63.1 of the Revenue and Taxation Code. 

f81(6) Cotenancy Exclusion. The transfer is one to which the cotenancy exclusion applies .. 
and for which an affidavit has been submitted as required by pursuant to section 62.3 of the 
Revenue and Taxation Code. 

(c) Rebuttable Presumption. For purposes of this ruleseetion, for joint tenancies created on or 
before March 1, 1975, it shall be rebuttably presumed that each joint tenant holding an interest in 
property as of March 1, 1975, is an "original transferor." This presumption is not applicable to 
joint tenancies created after March 1, 1975. 

(d) Reasonable Cause. For purposes of this ruleseetion, the assessor may consider persons 
holding joint title to property, such as tenants in common, to be joint tenants and "original 
transferors" ifthere is "reasonable cause" to believe that the parties intended to create a joint 
tenancy and each person was a transferor among the persons holding title. "Reasonable cause" 
means a sales contract, a deed, Affidavit of Death of Joint Tenant, a trust, will,-eF estate plan, or 
other written document indicating that a joint tenant was a transferor among the joint tenants, 
unless circumstances causing the application of the step:transaction doctrine exist. 

Example 22-1-+: A and B jointly purchase their primary residence and title is recorded as tenants 
in common. The sales contract states that A and B intended to take title as joint tenants. The 
assessor may determine that the sales contract establishes that A and B intended to hold title as 
joint tenants upon purchase. 

Note: Authority cited: Section 15606, Government Code. Reference: Sections 60, 61, 62, 62.3, 
63, 63.1, 65, 65.1 and 67, Revenue and Taxation Code; and Section 662, Evidence Code. 
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