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TO COUNTY ASSESSORS, COUNTY COUNSELS,
ASSESSMENT APPEALS BOARDS, AND
OTHER INTERESTED PARTIES:

PROPERTY TAXES RULE 462

Enclosed is a copy of a notice of public hearing to be held
March 30, 1982, at 2:00 p.m., in Room 102, 1020 N Street,
Sacramento, California, on proposed amendments to Rule 462,
Change in Ownership.

. The proposed amendments to Rule 462 cause the rule to conform
to newly enacted statutes relating to changes to the definitions
to change in ownership.

Written comments for the Board's consideration, or requests to
present testimony at the public hearing should be directed to
me at the above address. Questions regarding the content of the
proposed amendments to the rule should be directed to

Glenn Rigby, Assistant Chief Counsel, Property Taxes,

(916) 445-4588.

Sincerely,

e It

Janice Masterton
Assistant to Executive Secretary

JM:ms
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NOTICE OF PROPOSED REGULATORY ACTION
BY THE

STATE BOARD OF EQUALIZATION

NOTICE IS HEREBY GIVEN that the State Board of
Equalization, pursuant to the authority vested by
Section 15606 of the Government Code, and to implement,
interpret, or make specific Sections 60~67 of the
Revenue and Taxation Code, proposes to amend Regulation
462 in Title 18 of the California Administrative Code,

relating to property tax.

PUBLIC NOTICE: Notice is further given that a
public hearing relevant to this action will be held in
Room 102, Consumer Affairs Building, 1020 N Street,
Sacramento, California, at 2:00 p.m., on March 30, 1982,
Any person interested may present statements or

arguments orally at that time and place.

INFORMATIVE DIGEST: The reason for this
proposed amendment is primarily to cause the rule to
conform to newly enacted statutes relating to the
following changes to the definitions to change in

ownership:




(1) The exclusion relating to transfers
between co-owners was extended from March 1, 1975 to
March 1, 1980, to transfers which occurred between March

l, 1975 and March 1, 1981.

(2) The rebuttable presumption concerning
persons owning property as joint tenants on March 1,

1975 was re-enacted.

(3) The distribution of property held by a
legal entity to spouses as the result of a divorce or
legal separation was excluded from the definition of

change in ownership.

(4) Excludes transfers of property between
certain enumerated corporations provided the transferees
and transferors are regulated by rules or regulations or

cannons of the same religious denomination.

ESTIMATE OF COST OR SAVINGS: The State Board
of Equalization has determined that the proposed change
will result in no direct or indirect cost or savings to
any State, local, or Federal agency, school district,

nor in Federal funding to the State.



INQUIRIES: 1Inquiries concerning this matter

may be directed to Janice Masterton, at (916) 445-6479.

WRITTEN COMMENTS: Written statements or argu-
ments will be considered by the Board if received by
March 30, 1982; written statements or arguments are

requested by March 10, 1982.

STATEMENT OF REASONS: The Board has prepared
a statement of the purpose of the proposed action and
the information relied upon in making the change, which

statement is available to the public upon request.

The State Board of Equalization upon its own
motion or at the instance of any interested person may
adopt the changes proposed without further notice on or

after March 30, 1982,

Dated: February 3, 1982

STATE BOARD OF EQUALIZATION

TH T el

Douglas D. Bell
Executive Secretary



B:ts 452, CHARCE 8 OWNERSHIP.

Reference: Sections 60-67, Revenue ond Toxation Code.

(a) GENERAL.

(1) There shall be a reappraisal of real property as of the date of o change in ownership of
that property. The reappraisal will establish a new bas+ year full value end will be enrolied rn

the lien date following the change in ownership.

(2) A “‘change in ownership’’ in real property occurs when there is o transfer of a presc it
interest in the property, and a transfer of the right to beneficial use thereof, the value of which is
substantially equal to the value of the fee interest. Every transfer of property qualified as a
“‘change in ownership” shall be so regarded whether the transfer is voluntary, involuntary, by
operation of law, by grant, gift, devise, inheritance, trust, contract of sale, addition or deletion
of an owner, property settlement (except as provided in (1) (3) for interspousal transfers), or any
other means. A change in the name of an owner of property not involving a change in the right to
beneficial use is excluded from the term ‘‘transfer’’ as used in this section.

(b) TENANCIES IN COMMON.

(1) Except as is otherwise provided in subdivision (2), the creation, transfer, or termination
of a tenancy in common interest is o change in ownership of the undivided interest transferred.

(2) Exclusions:

(A) 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: °

(i) a partition,
{ii) a transfer from a co-tenancy to o joint tenancy, or

(iii) o transfer from a co-tenancy to a legel entity which results solely in a change
in the method of holding title and in which the proportional ownership interests in the property
remain the same after the transfer. (Such transferees shall be considered to be the ‘‘original
co-owners’’ of the property for purposes of determining whether a change in ownership has oc-
curred upon the subsequent transfer(s) of the ownership interests in the property.)

Example: A and B own a parcel of real property as tenants in common each owning
a 50% interest. They transfer the property to a newly formed corporation each receiving 50% of
the stock. Such a transfer would not be regarded as a change in ewnership.

(B} The transfer was between or among co-owners of property which was:

(i) held by such co-owners for all or part of the period between March 1, 1975, and
March 1, 1980, and

(ii) the property was eligible for the homeowners’ exemption during the entire period
of co-ownership.

{C) The transfer is of an undivided interest(s) of less than five percent of the value of
the total property and has a value of less than $10,000; provided, however, that transfers of such
interests during any one assessment yecr (the period from March 1 through the last day in February
of the following year) shall be accumulated for the purpose of determining the percentage interest
and value transferred. When the accumulated interests transferred during any assessment year
equals or exceeds five percent of the value of the total property or $10,000, exclusive of any
interest transferred to @ spouse or other exempt transfer, only that percentage of the property
represented by the accumulated interests shall be reappraised.
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Rulz 2442, CHANGE M QWNERSHID, (Chneinuad 1)
(D} The transfer creates or terminates a cc-owner's interest between spouses.

(E) The transfer between spouses or former spouses terminates a tenancy in common or
@ community property interest in connection with a death or a property settlement agreement or
decree of dissolution of a marriage or of a legal separation.

(¢) JOINT TENANCIES.

(1) Except as is otherwise provided in subdivision (2), the creation, transfer, or termination
of a joint tenancy interest is a change in ownership of the interest transferred.

(A} Examples:

(i) 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. '

(ii) The subsequent transfer from C and D, as joint tenants, to C, as sole owner, is
a change in ownership ~f 50% of the property. .

" {2) Exclusions:

(A) The transfer creates or transfers any joint tenancy interest and after such creation or
transfer, the transferor(s) is one of the joint tenants.

Such transferor(s) who is also ¢ transferee(s) in this situation is considered to be an '‘eriginal
transferor’’ for purposes of determining the property to be reappraised upon subsequent transfers.
A spouse of an original transferor shall also be considered to be an original transferor. All other
initial and subsequent joint tenants are considered to be ‘‘other than original transferors’’.

Example: C ond D, as joint tenants, transfer to C, D, E, and.F, as joint tenants. No
chonge in ownership because C and D, the transferors, are included among the transferees and are,
therefore, “‘original transferors’’. (E and F are ‘other than original transferors’’.)

(B) The transfer terminates an original transferor’s interest in a joint tenancy described
in (A) and the inter=st vests in whole or in part in the remaining original transferor(s). For the
1980-81 assessment year and thereafter, any original transferor's interest which was previously
reappraised under Section 65(a) (1) of the Revenue and Taxation Code in effect prior to September
26, 1980, shall be reversed if it does not constitute a change in ownership in accordance with
this subdivisien.

Exomple: Following the example set forth in (A) (above), C dies or grants his
interest to the remaining joint tenants, D, E, and F. No change in ownership because D, an
original transferor, remains as a joint tenant.

Upon the termination of the interest of the last surviving original transferor, there shall be a

reappraisal of the interest then transferred and all other interests in the property held by all
transferors.

(C) The transfer terminates a joint tenancy interest held by other than an origina! trans-
feror in a joint tenancy described in (A) and the interest is transferred either:

(i} te an original transferor(s), or

(ii) to all the remaining joint tenants, provided that one of the remaining joint
tenants is an original transferor.

Example: Following the example set forth in (B) (above), E, not an original
transferor, grants his interest to D and F. No change in ownership because E grants to the
remaining joint tenants, D and F, and D is an original transferor.

(D) For other than joint tenancies described in (A), the transfer is between or among
co-owners ond results in o change in the method of holding title but does not result in a change in
the proportional interests of the co-owners, such as:
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(i) o transfer terminating the joint tenancy to separate ownerships of the property
in equs! interests,

(ii} a transfer terminating the joint tenancy and creating a tenancy in common of
equal interests.

(iii) o transfer terminating a joint tenancy t- a legal entity when the interests of the
transferors and transferees remain the same after the i rsfer. (Such transferees shall be ¢ n-
sidered to be the ‘“‘original co-owners’’ for purposes of determining whether a change in ownership
occurs upon the subsequent transfer(s) of the ownership interests in the property.)

(E) The transfer occurred between 3/1/75 and 3/1/91 and
was between or among co-owners Of property which was:

(i} held by such co-owners for all or part of the period between March 1, 1975, and
March 1,4986, 1981, and .
(ii) the property was eligible for the homeowners' exemption during the entire peri~d
of co-ownership.
(F) The transfer creates or terminates a joint tenant’s interest between spouses.

(G) The transfer terminates a joint tenancy or a community property interest between
spouses or former spouses in connection with a death or a property settlement agreement or decree
of dissolution of a marriage or of a legal separation.

(H) The transfer is of a joint tenancy interest(s) of less than five percent of the value of
the total property and has a value of less than $10,000; provided, however, that transfers of such
interests during any one assessment year (the period from March 1 through the last day in February
of the following year) shall be accumulated for the purpose of determining the percentage interest
and value transferred. When the accumulated interests transferred during any assessment year
equals or exceeds five percent of the value of the total property or $10,000, exclusive of any
interest transferred to a spouse or other exempt transfer, only that percentage of the property
represented by the accumulated interests shall be reappraised.

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

(d) LIFE ESTATES AND ESTATES FOR YEARS.

(1) Life estates. The creation of a life estate in real property is a change in ownership at
the time of transfer unless the instrument creating the life estate reserves such estate in the
transfer or the tronsferor's spouse. However, the subsequent transfer of such a life estate by
the transferor or the transferor's spouse to a third party is a change in ownership. Upon terming-
tion of such a reserved life estate, the vesting a right to possession or enjoyment of a remainder-
man {other than the transferor or the transferor's spouse) is a change in ownership.

(2) Estate for years. The creation of an estate for years for a term of 35 years or more in
real property is a change in ownership at the time of transfer unless the instrument creating the
estate for years reserves such estate in the transferor or the transferor’'s spouse. However, the
subsequent transfer of such an estate for years by the transferor or the transferor’s spouse to a
third party is a chonge in ownership. Upon the termination of a reserved estate for years for any
term, the vesting of the right to possession or enjoyment of @ remainderman (other than the trans-
feror or the transferor’s spouse) is a change in ownership. The creation or transfer of an estate
for years for less than 35 years is not a change in ownership.

(e) POSSESSORY INTERESTS. The creation, renewal, sublease, or assignment of a taxable
possessory interest in tax exempt real property for any term is a change in ownership except when
the interest, whether an estate for years or an estate for life, is created by a reservation in an
instrument deeding the property to a tax exempt governmentc| entity,
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{ LEASES.

(1) The fo"ow-ing transfers of either the lessee's inteiest or the lessor's interest in taxable
- real property constitute a change in ownership of such real sroperty:

(A) Lessee's interest:
(i) the creation of a leasehold interest in recl property for a term of 35 years or more.
(ii) the transfer, sublease, or assignment of a leasehold interest with a remaining
term of 35 years or more. -
(iii) the termination of o leasehold interest which had an original term of 35 years

of more.

(B) Lessor’s Interest:

(i). The transfer of a lessor’s mterest in taxable real property subject to a lease
with a remaining term of less than 35 years.

(i) The transfer of a lessor’s interest in taxable real property subject to multiple
leases, one or more of which is for a remaining term of less than 35 years and one or more of
which is for a remaining term of 35 years or more, in which case there is a change in ownership
of the portion of the property subject to the lease(s) with a remaining term of less than 35 years.

(2) The following transfers of either the lessee's interest or the lessor’s interest in taxable
real property do not constitute a change in ownership of such real property.
(A) Lessee’s interest: .
(i) The creation of a leasehold interest in real property for a term of less than
35 years. .
(ii) The transfer, sublease, or assignment of a leasehold interest with a remaining
term of less than 35 years (regardless of the original term of rthe lease).
(iii) The termination of a leasehold interest which had an ériginal term of less than
35 years.
(B) Lessor’s interest:

(i) The transfer of a lessor’s interest in real property subject to a lease with a
remaining term of 35 years or more, whether to the lessee or another party.

(3) Once a change in ownership of taxable real property subject to a lease has been deemed
to have occurred, the entire property subject to the lease is reappraised (i.e., the value of both
the lessee’s interest and the reversion).

(4) The calculation of the term of a lease for all purposes of this section shall include
written renewal options.

(5) It shall be conclusively presumed that all homes (other than mobilehomes subject to
Part 13 of Division 1 of the Revenue and Taxation Code) eligible for the homeowners’ exemption
which are on leased land have written renewal options on the lease of such land of at least 35
years, whether or not such renewal options in fact exist in any contract or agreement.

- {g) FORECLOSURE. ,
(1) Mortgage or deed of trust foreclosed by judicial actien is a sufficient change in ownership
only:
(A) After the period of redemption has passed and property has not been redeemed, or

(B) Upon redemption when title vests in the original debtor's successor in interest.

(2) Deed of trust foreclosed by trustee’s sale shall cause a reappraisal as of the date the
right of possession vests in the purchaser.

{3) A transfer by a trustor in lieu of a trustee's foreclosure sale constitutes a change in
ownership.
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" TRANSFERS RESULTING FROM TAX DELINQUENCY, Transfers by the sale to or deed to
the state and redemption by the former assessee shall not be considered as changes in ownership.
However, a sale by the state whether to the original owner or to a new ownerisa change in
ownership requiring recpprci_soi as of the date of the sale.

(i) TRUSTS.

(1) Creation. Except as is otherwise provided in sutdivision (2) the transfer by the trustor,
or any other person, of real property into a trust is @ change in ownership of such property at the
time of the transfer.

(2) Exceptions. A transfer to a trust is not a change in ownership upon the creation of or
transfer to a trust if: -
(A) Trustor-Transferor Beneficiary Trusts. The trustor-transferor is the sole present
beneficiary of the trust; provided, however, a change in ownership of trust property does occur to
the extent that persons other than the trustor-transferor are present beneficiaries of the trust.

(B) Revocable Trusts. The transfer of real property or an ownership interest(s) in a
fegal entity by the trustor(s) to a trust which is revocable by the trustor(s); provided, however, a
change in ownership does occur at the time the revocable trust becomes irrevocable unless the
trustor-transferor remains or becomes the sole present beneticiary.

(C) Trustor Reversion Tiusts. The trustor-transferor retains the reversion, and the bene-
ficial interest(s)of person(s) other than the trustor-transferor does not exceed 12 years in duration.

(D) Interspousal Trusts. The exemption afforded interspousal transfers is applicable;
provided, however, a change in ownership of trust property does occur to the extent that persons
other than the trustor-transferor’s spouse are beneficiaries of the trust.

(E) Proportional Interests. The transfer is to a trust which results in the proportional
interests of the beneficiaries in the property remaining the same before and after the transfer.

(F) Other Trusts. The transfer is from ene trust to another and meets the requirements

of (A), (B), (C), (D), or (E).

(3) Termination. Except as is otherwise provided in subdivision (4), the termination of o
trust, or portion thereof, constitutes a change in ownership at the time of the termination of the

Jrust.

(4) Exceptions. A transfer resulting from the termination of o trust is not a change in owner-
ship if:

" (A) Prior Reappraisal. Termination results in the distribution of trust property according
to the terms of the trust to a person or entity who received a present interest (either use of or
income from the property) cousing a reappraisal when the trust was created or when it became
irrevocable; provided, however, another chenge in ownership also occurs when the remainder or
reversionary interest becomes possessory if the holder of that interest is a person or entity other
than the present beneficiary.

(B) Revocable Trusts. Termination results from *he trustor-transferor’'s exercise of the
power of revocation and the property is transferred by the trustee back to the trustor-transferor,

(C) Trustor Reversion Trusts. The trust term did not exceed 12 years in duration and, on
termination, the property reverts to the trustor-transferor.

(D) Interspousal Trusts. The exemption afforded interspousal transfers is applicable.

(E) Proportional Interests. Termination results in the transfer to the beneficiaries who
receive the same proportional interests in the property as *hey held before the termination of the
trust.
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Ruls 442, CHANGE IN OWNERSHIP. (Continued 5

{F) Other Trusts. Tewwindtion resulis in the transfer tram one trust to another ond meets

the requirements of (A), (B) (C), (D), or (E) of subdivision (2).

(i) LEGAL ENTITIES.

(1) Tronsfers of property to and by legal entities. Except as is otherwise provided in sub-
division (2), the transfer of any interest in real property { a corporation, partnership, or other
legal entity is a change in ownership of such real property transferred.

(2} Exclusions:
(A) Tronsfers of real property between or among affiliated corporations, including those
made to achieve a corporate reorganization if:

(i) the voting stock of the corporation making the transfer and the voting stock of the
transferee corporation are each owned 100 percent by a corporation related by voting stock owner-
ship to o common parent, and

(ii) the common parent corporation owns directly 100 percent of the voting stock of
at least one corporation in the chain(s) of related corporations.

SIMPLE EXAMPLE

PARENT
CORPORATION
. .
owns owns
& 100% 50% ~»
A owns 50% ——————> | B
owns . owns
50% \ / 50%
C

A transfer of real property by P, A, B, or C to any of the other three corporations would not be a
chonge in ownership.

Example: A transfer by C (wholly owned by A and B) to B (wholly owned by A
and P) would not be a change in ownership because of those relationships and because P owns

100% of A.

If real property is transferred between non-affilioted corporations, only the property transferred or
the property of the acquired corperation shall be deemed to have undergone a change in ownership.

(B) Transfers of real property between separate legal entities or by an individual(s) to a

legal entity (or vice versa), which result solely in a change in the method of holding title and in

~which the proportional ownership interests in the property remain the same after the transfer. (The

holders of the ownership interests in the transferee legal entity, whether such interests are

represented by stock, partnership shares, or other types of ownership interests, shall be defined

as “original co-owners’’ for purposes of determining whether a change in ownership has occurred
upon the subsequent transfer(s) of the ownership interests in the legal entity.)

Examples:

(i) A tronsfer of rea! property from A and B, as equal co-tenants, to Corporation X
where A and B each take back 50 percent of the stock. No change in ownership.

(ii) ‘Same as (i) above, except A and B take back 49 percent of the stock and C
receives 2 percent of the stock, Change in ownership of the entire property.



(iii) A transfers Whiteacre to Corporation X and B transfers Blackacre (equal in

valve to Whifeqcre) to Corporation X. A and B each take back 50 percent of the stock. Change
i ownership of 100 noecent o Lotk Whitegere and Blsckocre.

(iv) Corporation X ownes Blackacre and Whiteacre (both
are of equal value). A & B each own 50% of Corporation X's
shares. X transfers Whiteacre to A and Blackacre to B. Change
in ownership of 100% of both Blackacre and Whiteacre.

£4v¥y (v)A transfer of real property from Cor . ,
: poration X to its sole sh .
change in ownersh ip. e shareholder A. No

(3) Tronsfers of ownership interests in legal enti es. Except as is otherwise provided in
subdivision {(4), the purchase or transfer of corporate stock, partnership shares, or ownership
interests in other legal entities is not a change in ownership of the real property of the ! gal
entity.

(4) Exceptions:
(A) When any corporation, partnership, other legal entity or any person:

(i) obtains direct or indirect ownership or control of more than 50 percent of the
voting stock in any corporation which is not a member of the same affiliated group of corporations

as described in (2) (A}, or ;

(ii) obtains direct or indirect ownership of more than 50 percent of the total interest
in both partnership capital and profits, or

(iii) obtains direct or indirect ownership or control of more than 50 percent of the
total ownership interest in any other legal entity.

Upon the acquisition of such direct or indirect ownership or control, all of the property owned
directly or indirectly by the acquired legal entity is deemed to have undergone a change in owner-
ship.

(B) When rea!l property transferred to a corporation, partnership or other legal entity is
excluded from a change in ownership pursuant to (2) (B) and the '‘original co-owners'’ subse-
quently transfer in one or more transactions, more than 50 percent of the total control or ownership
interests in the entity as defined in (4) (A). For purposes of determining whether more than 50
percent of the total control or ownership interests in the entity has been transferred, transfers of
such interests by the ‘‘original co-owners’ shall. be curulated beginning with the time of the
first ownership interest transfer.

Such @ change in ownership requires the reappraisal of the same percentage of the legal entity’s
real property as the percentage of the ownership interests in the legal entity transferred by the
*‘eriginal co-owners’’.

For purposes of this subdivision, persons holding ownership interests in the legal entity immedi-
ately following the recppraisal shall be considered the new “‘original co-owners™.

(C) When the stock transferred in a cooperative housing corporation,as defined in Section
17265 of the Revenue-and Taxation Code, conveys the exclusive right to occupancy of all or part
of the corporate property, unless:

(i) the cooperative was financed under one mortgage which was insured under Sec-
tions 213, 221(d) (3), 221(d) (4), or 236 of the National Housing Act, as amended, or was financed
or assisted pursuant to Sections 514, 515, or 516 of the Housing Act of 1949 or Section 202 of the
Housing Act of 1959, or was f{inanced by o direct loan from the California Housing Finance
Agency, and '

(ii) the regulatory and occupancy agreements were approved by the respective
insuring or lending agency, and

+ (i) the tronsfer is from the housing cooperative to a person or family qualifying for
purchase by reason of limited income.

(5) Partnership.

-10-
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(A) Except as provided in (2) {B), when real property is contributed to a partnersnip or is
acaquired, by purchase or otherwise, by the partnership there is a change in ownership of such real

<q ¢ °F PuUrcnase se,
property, regardless of whether the 'rlﬂe to the property is held in the name of the partnership or

[ R S Ry S | sh or without reference to the nmfnarelnm Fym_snf as n_rov!ded bv
ll’l ine name of tne Pu”llcl\:[, wvlll v wuuvv PRIV M WY T T e | =45

(2) (B), the transfer of any inferest in reai property by a partnership to a partner or any other
person or entity constitutes a change in ownership.

(B) Except as provided in (4) (A) (ii) and (4) (B), Ye addition or deletion of partners in
o continuing partnership does not constitute a change in ownership of partnership property.

(k) MISCELLANEQUS ARRANGEMENTS.

(1) Security transactions. There are transactions that may be interpreted to be either a
conveyance of the property or o mere security interest therein, depending on the facts. There is

o rebuttable presumption under Civil Code Section 1105 that a conveyance is what it is purported
to be, a transfer of property. In overcoming this presumption, consideration may be given to, but

LA L] CRer e caud

not |tm|ted to, the followmg factors:
(A) The existence of g debt or promise to pay.

(B) The principal amount to be paid for reconveyance is the same, or substantially the
same, as the amount paid for the original deed.

(C) A great inequality between the value of the property and the price alleged to have
been paid. .

(D) The grantor remaining in possession with the right to reconveyance on payment of
the debt; and

(E) A written agreement between the parties to reconvey the property upon payment of the
debt. The best evidence of the existence of such factors shail be a judicial finding or order.
Proof may also be made by declarations under penalty of perjury (or affidavits) accompanied by
such written evidence as may reasonably be available, such as written agreements, cancelled
checks, insurance policies, and tax returns.

(2) Deed presumption. When more than one person’'s name appears on a deed, there is a
rebuttable presumption that all persons listed on the deed have ownership interests in property.
When the presumption is not rebutted, any transfer between the parties will be a change in owner-
ship. In overcoming this presumphon, consideration may be given to, but not limited to, the
following factors: .

(A) The existence written document executed prior to or at the time of the convey-
ance lll Whlch Ull pﬁ f e3s ﬁg ree GT one or more 0]’ fne Parnes uo nof nave equTQDIe ownersnlp
interests.

(B) The monetary contribution of each party. The best evidence of the existence of such
factors shall be a judiciol finding or order. Proof may also be made by declarations under penalty
of perjury (or offidavits) accompanied by such written evidence as may reasonably be available,

. such as written agreements, cancelled checks, insurance policies, and tax returns.

(3) Holding agreements. A holding agreement is an cgreement between an owner of the
property, hereafter called a principal, and another entity, usually a title company, that the princi-
pal will convey property to the other entity merely for the purposes of holding title. The entity
receiving title can have no discretionary duties but must act only on explicit instructions of the
principal. The transfer of property to the holder of titla pursyant to g hnlrﬁng agreement ics nota’

change in ownership. There shall be no change in ownersh :p when the entity holding title pur-

suant to a ho'dlnﬂ agreement convevse the nrhnap&u Lwal 4 tha moimaion |
=9 Wy inw MIVEWIly MULR IV LG Fllll\-lpul.

(A) There shall be a change in ownership for prop:rty subject to a holding agreement
when there is a change of principals.



(B) There shall be a change in ownership of property subject to a holding agreement if
the property is conveyed by the holder of title to a person or entity other than the principal.

{4) Sale and leuscbuck. A sule of ieal property, voupled with a leaseback which is nor
reserved to the transferor by the terms of the sale instrument, constitutes a change in ownership
of such property; provided however, a sale and leaseback transaction shall be rebuttably presumed
to be a non-reappraisable financing transaction upon  proper written showing by the property
owner, such as a written opinion or ruling by the Franchise Tax Board and/or the Internal Revenue
Service, to the effect that the transaction is considered 10 be a financing transaction for state
and/or federal income tax purposes. '

() INTERSPOUSAL TRANSFERS. Notwithstanding any other provision of Sections 460 through
471 of this code, a change in ownership shall not include any interspousal transfer, in::luding, but
not limited to:

(1) Transfers to a trustee for the beneficial use of a spouse, or the surviving spouse of a
deceased transferor, or by g trustee of such a trust to the spouse of the trustor,

{2) Transfers which toke effect upon the death of a spouse,

(3) Transfers to a spouse or former spouse in connection with a property settlement agree-
ment, including post-dissolution amendment thereto, or decree of dissolution of a marriage or legal
separation, or

(4) The creation, transfer, or termination, solely betwesn spouses, of any co-owner's interest.

(5) The distribution of property of a corporation, partnership,

or other legal entity to a spouse or former spouse hav;ng an
ownership interest in the entity, in exchange for the interest

of such spouse in the legal entity 1in connection with a property

g < —
Settlement agreement or decree of dissolution of a marriage Oor
legal separation.

(m) THE FOLLOWING TRANSFERS DO MOT CONSTITUTZ A CHANGE OF OWNERSHIP:

(1) The transfer of bare legal title, e.g.,
(A) Any transfer to an existing assessee for the purpose of perfecting title to the prop-
erty.
(B) Any transfer resulting in the creation, assignment, or reconveyance of a security
interest not coupled with the right to immediate use, occupancy, possession or profits.

(2) Any transfer caused by the substitution of a trustee.

(3) Any purchase, redemption or other transfer of the shares or units of participation of a
group trust, pooled fund, common trust fund, or other collective investment fund established by a
financial institution.

(4) Any contribution of real property to an employee benefit plan or the creation, vesting,
transfer, distribution, or termination of a participant’s or beneficiary’s interest in such a plan.
The terms used herein shall have the meaning cscribed to them in *he Employee Retirement
Income Security Act of 1974, which is codified as United States Code annotated, Title 29, Section
1002. (The term "‘any contribution’’ as used in Section 66 (b) of the Revenue and Taxation Code
and this section means only those original contributions of real property made to an employee
benefit plan by an employer, a group of employees, or both, without any consideration.)
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(5) Any transfer of title between an individual and o legal entity or between legal entities,
such as from o co-tenaney to a partnership, a partnership to a corporation, a trust to @ co-tenancy ,
or an individual to r lenol antity, which racylte enlaly in o change in the method of halding title
gnd in which the propaiticat! interests of the transferors ard transferees, whether represented by
stock, partnership interest, or otherwise, remain the same gfter the transfer, (Such transferees
shall be considered to be the “original co-owners'" of the property for purposes of determining

whether o change in ownership has occurred upon the sulisequent transfer(s) of the ownership
interests in the property.) ;

(6) Any transfer of property or an interest therein between
a corporation sole, a religious corporation, a public benefit
corporation, and a holding corporation as defined in Section
23701h holding title for the benefit of any of the aforementioned
corporations, or any combination thereof (including any transfer
from one such entity to the same type of entity), provided that
both the trasnferee and transferor are regulated by laws, rules,
requlations, or canons of the same religious denomination.

{n) DATE OF CHANGE IN OWNERSHIP. For purposes of reappraising real property as of the
date of change in ownership of real property, the following dates shall be used:

(1) Sales. '

(A) Where the transfer is evidenced by recordation of a deed or other document, the date
of recordation shall be rebuttably presumed to be the date of ownership change. This presumption
may be rebutted by evidence proving g different date to be ‘e date all parties’ instructions have
met in escrow or the date the agreement of the parties became specifically enforceable.

[y

(B) Where the transfer is accomplished by an unrecorded document, the date of the trans-
fer document shall be rebuttably presumed to be the date of ownership change. This presumption
may be rebutted by evidence proving a different date to be the date all parties’ instructions have
met in escrow or the date the agreement of the parties became specifically enforceable.

(2) Leases. The date the lessee has the right to possession.
(3) Inheritance (by will or intestate succession). The date of death of the decedent.

(4) Trusts. '
(A) Revocgble. The date the trust becomes irrevocable.

-« (B) lrrevocable. The date property is placed in trust.

NOTE: Refer to subsection (i) for trust transfer exemptions.

History: Adopted June 29, 1978, effective July 3, 1978.
Amended September 26, 1978, effective October 2, 1978, .
Repealed Old Rule and Adopted New Rule August 16, 1979, effective August 22, 1979,
Amended Movember 13, 1979, affective December 6, 1979. Amended (o), (b) (5), (e} (3), (F) (2}, {h) (2} (C),
{i) (1) (8), ond ()} (2); renumbered (b} (6) to (b} (7); and adopted (b) {6}, and (h) (2) (D).
Amended May 5, 1981, effective August 12, 1981,
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