State of California Board of Equalization
Legal Department - MIC:82
Telephone: (916) 445-6493

Memorandum

To: Ms. Lisa Thompson (MIC:64)
Principal Property Appraiser

From: J. K. McManigal, Jr.
Senior Tax Counsel

Subject:  Claim for Organizational Clearance Certificate —
Assignment No. 07-328

Date: December 31, 2007

This is in response to your August 17, 2007, e-mail concerning The E ’s claim, in its
name, with respect to real property held in an irrevocable trust for which it is the sole beneficiary
and the applicability of Property Tax Annotation 880.0206 and former Revenue and Taxation
Code' section 214.12. As hereinafter indicated, in instances in which properties are held in trust,
the trustee holds legal title to the property while the beneficiary or beneficiaries hold equitable
title and ownership of the property for property tax purposes.

Typical trusts for welfare exemption purposes are trusts established for charitable purposes
having as beneficiaries the community as a whole or an unascertainable portion thereof. Other
trusts are trusts established for charitable purposes having as beneficiaries specific, named
organizations which are charitable organizations. The E is an example of the latter type
of trust: The E , the trust beneficiary and claimant (hereinafter claimant), is the
equitable owner of the real property for welfare exemption purposes. As indicated, a trustee
holds only legal title to the property. The trust and the claimant both have to meet requirements
for the exemption. The trust has to meet organizational requirements for the exemption while the
claimant has to meet all the requirements for the exemption. The property may be recorded in
either the name of the trust or in the name of the trustee. Either the trustee or claimant must file a
claim for an organizational clearance certificate and a claim for exemption.

In response to your questions then, claimant as the trust beneficiary is the equitable owner of the
property and can file the claim for an organizational clearance certificate; and the property is
eligible for exemption if claimant meets all the requirements for the exemption and if the trust
meets the organizational requirements therefor. As to the recordation requirement of section 261,
a deed to the trust, or a deed to the trustee and acknowledgment that the property is held in trust
for claimant, and recordation in the name of the trust or in the name of the trustee, as the case
may be, is acceptable.

! All further statutory references are to the Revenue and Taxation Code, unless otherwise specified.
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Finally, the March 11, 1991, letter upon which Annotation 880.0206 is based and the annotation
are correct and are an example of an instance in which real property is held in an irrevocable trust
with a specific, named beneficiary or beneficiaries; and former section 214.12 has no bearing
upon your inquiry.

Factual Background

You state that you have received a Claim for Organizational Clearance Certificate from The E

. Claimant was formed in 2004 and according to its Articles of Incorporation, its specific
purpose is to: 1) operate, in perpetuity, a Victorian era home in as a public museum to be
known as “The House;” 2) restore, preserve and maintain the home for education
and enjoyment of citizens; and 3) obtain historic landmark designation as a museum.

The claimant does not own the museum. The real property upon which it seeks exemption is
owned by/in a trust. According to information provided, the claimant is the sole beneficiary of a

testamentary nonprofit charitable and irrevocable trust created by the will of the late County
Superior Court Judge . Under the irrevocable trust, the Directors as
Trustees and Directors of The E hold the exclusive possessory interest in the subject

property, in perpetuity. The legal title of record to the property is held in trust by the trustee, Wells
Fargo Bank, for the use and benefit of the beneficiary. The beneficiary owns the equitable title.

Analysis
Trusts as Qualifying Organizations

While section 214.14 provides for exemption for property used as specified and owned and
operated by a religious, hospital, scientific, or charitable fund, foundation, limited liability
company, or corporation which meets all the requirements of section 214, subdivision (a), and
while section 214, subdivision (a) provides for exemption for property used as specified and
owned and operated by community chests, funds, foundations, limited liability companies, or
corporations organized and operated for specified purposes, these and other sections
implementing the welfare exemption follow from article XIII, section 4, subdivision (b) of the
California Constitution® which states:

The Legislature may exempt from property taxation in whole or in part:
k% ok
(b) Property used exclusively for religious, hospital, or charitable
purposes and owned or held in trust by corporations or other entities (1)
that are organized and operating for those purposes, (2) that are nonprofit,
and (3) no part of whose net earnings inures to the benefit of any private -
shareholder or individual. (Emphasis added.)

? As originally adopted in 1944, former article XIII, section 1¢ stated:

In addition to such exemptions as are now provided in this Constitution, the Legislature may exempt from
taxation all or any portion of property used exclusively for religious, hospital, or charitable purposes and owned by
community chests, funds, foundations or corporations organized and operated for religious, hospital or charitable
purposes, not conducted for profit and no part of the net earnings of which inures to the benefit of any private
shareholder or individual.
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Thus, while not specifically mentioned in section 214, subdivision (a) or in section 214.14,
property held in trust by a qualifying trust has been eligible for the welfare exemption for many
years. Historically, in order to determine whether organizational requirements have been met,
the trust instrument has been cited as one of the documents to review. For example, Assessors’
Handbook 267, Welfare Exemption (1973) at pages 21 and 22 and at page 40 provides the
following:

d. Property is Irrevocably Dedicated to Exempt Purposes and Will Not

Inure to the Benefit of Any Private Person on Dissolution, Liquidation, or

Abandonment of Owner

... The question is one of the authority of the institution with respect to its assets
as set forth in the Articles of Incorporation, Constitution, or Declaration of Trust

under which the institution is operating.® (p. 21-22.)*

% % ok

D. COMPLETION OF THE ASSESSOR’S FIELD INSPECTION REPORT

It is imperative that the assessor complete the Assessor’s Field
Inspection Report (form AH 267F) with care. . . .

% %k %k

Section A — Claimant

Check the appropriate space according to your understanding of the
primary purpose of the organization. The answer here concerns the claimant and
not the use of the property. A consideration of the facts shown in the articles of
incorporation, the constitution, trust instrument, or other document evidencing the
nature of the organization should assist you® in making this determination.

(p. 40.)

(See also Alcoser® v. County of San Diego (1980) 111 Cal.App.3d 907, copy attached, in which a
trust which had claimed exemption for its property met all the organizational requirements for
exemption but its activity/use of the property was held to be a nonqualifying one.)

* Emphasis added.
* Assessors’ Handbook 267, Welfare Exemption (2004) refers to trusts on page 17:

NOT ORGANIZED OR OPERATED FOR PROFIT

A basic requirement for the welfare exemption is that the owner(s) and/or operator(s) of property
must not be organized or operated for profit. Determination of nonprofit status can usually be
made after a review of an organization’s formative documents such as articles or incorporation,
articles of association, bylaws, constitutions of unincorporated associations, or declarations of
trust.

° Emphasis added.
6 Alcoser was probably one of the trustees of the trust.
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Trusts, Trustees, and Beneficiaries

As you know, in instances in which properties are transferred and held in trust, the trust can be a
qualifying organization. The trustee or trustees hold legal title to the property while the
beneficiary or beneficiaries hold equitable title and ownership of the property. Thus, the nature
of the trust and of the beneficiary or beneficiaries of the trust is important for property tax
purposes.

Trusts with General Beneficiaries

Typical trusts for welfare exemption purposes are trusts established for charitable purposes
having as beneficiaries the community as a whole or an unascertainable portion thereof, for
example, persons in need of medical care. In such instances, the trust is viewed as the
organization which must meet all the requirements for exemption in order for the trust property
to be eligible for the exemption. Alcoser v. County of San Diego, supra, is typical of this type of
trust: a trust created to receive and administer contributions required by a labor agreement for
use in instruction in construction for persons 18 years or older. See also copies of the following
documents, attached:

1. April 11, 1973, memorandum from Mr. W.W. Dunlop, a prior Executive

Director, to Honorable Milton Marks regarding and
for Northern California.

2. July 19, 1973, letter from Mr. J.J. Delaney to Mr.

regarding .

3. March 26, 1975, letter from me to Mr. William H. Cook regarding The
Foundation.

4. March 17, 1976, and February 9, 1977, letters from me to Mr.

regarding The Foundation of America.

Accordingly, the trust has to have a qualifying statement of purpose, an acceptable statement of
irrevocable dedication, and an acceptable dissolution clause in its trust document or bylaws; it
has to have an acceptable income tax exemption letter; it has to file financial statements and
satisfy the charitable/donations requirement; and it has to meet all the other organizational
requirements of section 214 and following, including recordation of the trust’s real property in
the trust’s name or in the trustee’s name.” As the organization which must meet all the
requirements for exemption in order for the trust property to be eligible for the exemption, the
trust through the trustee or trustees would be the person to file the claim for an organizational
clearance certificate and the claim for a welfare exemption.

Trusts with Specific, Named Beneficiaries

Other trusts are trusts established for charitable purposes having as beneficiaries specific, named
organizations which are charitable organizations,8 for example, The E . In such
instances, the trust must meet organizational requirements for the exemption, but the beneficiary

7 See page 2 of the copy of the February 15, 1968, letter, attached, as to property held in the name of a trustee.

¥ The trustee, whether another nonprofit organization or a for-profit organization, holds only legal title to the
property. Ownership for welfare exemption purposes, equitable title, is in the trust beneficiary/qualifying charitable
organization.
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or beneficiaries must meet all the requirements for exemption in order for the trust property to be
eligible for the exemption. See copies of the following documents, attached:

1. February 15, 1968, letter from Mr. John Knowles to Mr.

regarding .

2. March 5, 1973, letter from Mr. John Knowles to Mr.
regarding .

3. July 26, 1973, letter from Mr. Thomas Hartigan to Mrs.
regarding .

4. August 29, 1973, letter from Mr. Hartigan to Mr. regarding

Accordingly, the trust has to have a qualifying statement of purpose and an acceptable statement
of irrevocable dedication and an acceptable dissolution clause in its trust document or bylaws,
and it has to have an acceptable income tax exemption letter. And each beneficiary must have a
qualifying statement of purpose and an acceptable statement of irrevocable dedication and an
acceptable dissolution clause in its articles of incorporation, an acceptable income tax exemption
letter, and financial statements. Each beneficiary must meet the charitable/donations
requirement, and each must meet all the other organizational requirements of section 214 and
following, except that as to the recordation requirement of section 261, a deed to the trust, or a
deed to the trustee and acknowledgment that the property is held in trust for the qualifying
charitable organization or organizations, and recordation in the name of the trust or in the name
of the trustee, as the case may be, is acceptable. (See page 2 of the copy of the February 15,
1968, letter as to property held in the name of a trustee.)

As to the filing of a claim for an organizational clearance certificate and a claim for the welfare
exemption, either the trust through the trustee or trustees or the beneficiary/qualifying charitable
organization or organizations could make the filings. (Again, see page 2 of the copy of the
February 15, 1968, letter.)

Annotation 880.0206

Consistent with the February 15, 1968, letter and the longstanding administration of the welfare
exemption with respect to trusts with specific, named beneficiaries, the March 11, 1991, letter
upon which Annotation 880.0206 is based states in pertinent part:

In instances in which properties are transferred and held in trust, the
trustee holds legal title to the property while the beneficiary or
beneficiaries hold equitable title and ownership of the property for
property tax purposes. Thus, the nature of the present beneficiary or
beneficiaries under the trust would be determinative.

.. . If the Corporation were the beneficiary, the property would be exempt
under the welfare exemption during the trust period if all of. the
requirements of Section 214 et seq. were met. . . .
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The letter then addressed the possibility of multiple trust beneficiaries and concluded:

... Thus, unless the Corporation were the present beneficiary or one of the
present beneficiaries of the trust during the trust period and all of the
requirements of Section 214 et seq. were met by the Corporation and other
users of the property, as applicable, the property would not be eligible for
the welfare exemption during the trust period.

Accordingly, the March 11, 1991, letter upon which Annotation 880.0206 is based and
Annotation 880.0206 are broad summaries of the February 15, 1968, letter and applicable in
instances in which real property is held in an irrevocable trust with a specific, named beneficiary
or beneficiaries.

Former Section 214.12

Finally, section 214.12, as added by Stats. 1984, Ch. 1040, in effect January 1, 1985, and as
repealed by Stats. 1991, Ch. 646, in effect January 1, 1992, has no bearing upon your inquiry. As
indicated in the November 20, 1984, Letter to Assessors No. 84/107, copy attached, section
214.12 was added to provide that for years prior to 1983 in Sierra County, a claimant, which
would have qualified for a welfare exemption with respect to taxes on a possessory interest in
publicly owned land or on improvements on land owned by another except for a failure to have
that interest of record on the lien date (section 261), would be granted a welfare exemption with
respect to that interest or improvement.’ This was in response to Sierra County Assessor
Copren’s denial of the claimant’s claim for exemption because claimant’s interest in property in
Sierra County had not been of record on prior lien dates in the Sierra County Recorder’s Office
(section 261). Your inquiry pertains to a claim for organizational clearance certificate with
respect to real property held in an irrevocable trust and recorded in the name of the trust.
However, a copy of the recordation should be obtained and reviewed.

JKM:pb
Prop/Prec/OCC/07-328.jkm.doc

Attachments

cc: Mr. David Gau MIC:63
Mr. Dean Kinnee MIC:64
Mr. Todd Gilman MIC:70

% In Copren v. State Board of Equalization (1988) 200 Cal. App. 3d 828, the court of appeal determined that the
claimant had waived the exemption, and that section 214.12 was unconstitutional.



Hon. Milton Marks April 11, 1973
Senator, 9th District

State Capitol, Room 2070

Sacramento, Celifornisa

Attention: Mr. .

¥W. W. Dunlop

" for N¥orthern Californis -

You requested our explanastion of the reasons for
finding the sbove-named trust ineligible for the welfars
exemption. The finding sheet made by our welfare exemptiion
officer dated April 9, 1973, lists the following three rsasons:

1. The trust instrument 4id not prsviée that the
property of the trust wess irrevocsbly dedicated to religious,
charitable, scientific, or hespital purposes as reguired by
section 211,.01 of the Revenue and Taxzation Code.

2. The glsim 814 not include 2 lesiter from the
sppropriste governmmentsl egeney ruling ¥thst the frust was exempt
under section 501{e){3) of the Internsl Revenue Code or ssection
23701é of the Revenue snd Taxation Code.

3, The petiticner 4id mot show that the prﬁperty was
exclusively used for charitable purposes.

The first two ressons for denlel are procedurel in
nature. An irrevocable dedication clause could be addsd by way
of amendment to the trust document st any time prior te March 1,
197L, and the orgenizetion would gualify for the exemption for
the tax year 1973-7L. Similarly, the organizetion could obtzin
2 ruling from the Internal Revenue Service or the Franchise Tax
Boerd that the trust guelified under the sppropriafe section to
setisfy the reguirement of section 21L.8,

The remaining reason for the finding of Ineligibility
is of = substentive nature, The trust instrument provides in
Article IV, as amended by asmendment No. L, effective Jamumary 1,
1972, that the board of trustses shall heve the power and duty
to administer the fund for the purpose of educating and training
persons as gourneymen.ov apprentlces in all classifications
covered by collective bargaining agreements "to the end thst
there shall be an sdequate supply of educated and skilled
journeymen available to man the Jobs of individual employers.’

In order to quallfy for the welfare sxemption, the ovgaﬁlaatlon
rust show that it is masking a gift to the communiiy as a2 whole
or a large indefinite portion thereof. Where parties to an
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" be Mr. Vance Price

~ gon, Milton Marks -2 = April 11, 1973

arrangement pay for what they receive, the essentisl donative
element is lacking. (Martin Luther Homes v. County of Los Angeles
(1970) 12 Cal.App.3d 205.} In the present case the smployer
crganizatlons are paying inte the trust fund in order toc train
apprentices in the various trades so that they w111 be assured

of an adequate working force.

What we consider to be a similar situation.wss litigated .
last year by the County of Los Angeles. The California College
of Hortusry Sclencs preparad gpplicants for becowming embslmers
end funsrsal directors in a one-year course of study following

-~ graduation from high scheol. In this case Californig Collepe of

Mortuary Sclence v. Counbty of Los Angeles (I972) 23 Cal.App.3d
702, 705, the Court of App@al ruled that the taxpsyer's training
program did not "benefit primarily the community as a whole or an
unascertainable and indefinite portion thereof, but bensfits ,
instead primarily a definite segment thereofl, namely, the fune?al .
services 1ndustry, by prOV1éing for it caﬁyetently trained : -
personnel. {citation} This spsclal and limited benefit is
sbaraataris*lc of wvocational scuoe;s g&n&rallyo_

The Eel;ars exemption application does not show an -
i ¥

charitable activity in which the trust fund engsges. We consider

the training of apprentiées for the construction _ndmstry to be
insufflslent te quaizfy for uhe exempt‘en, : o

W. ¥W. Dunlop
Executive Secretary

WWD:el
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Dear Mr,

Encloped, as you requested, is & model dediecalion-disscluvion
gleuse which we regard as satlsfying the reguirements of Ssciion
214{6) of the Bevenue and Taxe tion Code. You undoubtedly will
wint o teliler it 8o 85 to exclude reflercnces 1o —aliglﬁua;
scientifilc and/or n»zpita? purpeses, Additionally, since the
subject &zg&§fzaz;a '8 echarter reguires that its %f&pﬁ?ty o
digsslution be Geeded to the United ﬁcatps Govermnment, 1t will
not be necessary thet the dissolutior n portion of the glausse

HEKE r%fer%ncs %o plher nonprelflt fu&dﬁg feundations or corpora-
{ions organized for exclusively shearitable purposes.

£ince the kax leiter reguirement of 8 3 has besn
satisfied, we will, on f@ﬁeipi of 2 ¢opy the organlizetioen's
amended bylaws prior te March 1, 1974, issue nev finding sheets.
For the year 1973-74 the nev finding gheet will indicate that B
100 pe rﬁ&ﬁt exemption is in grder Tor property ﬂ@ﬂeg by The
trust which i not used for any commercial purpese., For the

year 1972-73 we will recommend exempition in the dﬁd unt of &5

perce gnt as provided by Section ETU(E}{ﬁ; with the 1¢miaaziog ol

2 AT

$250 tex, penalty &nd interest as provided in Section 2706(b).

¢thguan vou indicated that v&a are not concerned with the iling
made by this *”ban;zaaimﬁ for its property in San rraﬁciﬁcs County,
veu mey wigh to advise your clien* thetl the defliclencies we have
noted econcerning the ksﬂtﬁ rey property else exist s fbgﬁﬁuq the

San Francigeo pr Gp&ﬂtv and thai your ection in ﬁ-ai us the bylows
ible for exemption

anended wilﬂ make the San Franclsco property elipgi
Lo The extent mentioned above.

Very truly yours,

v, d. Delaney be: Mr., Jack F., Eisenlauer
Assistant Chiel Counsel (Mr. Vance Price) (1 for S.F.

' Legal Section 1 for Monterey
JJD: B oo NMr, Donald P, Stewart

D ——,—




Hr. William K. Couk

Santa Eavbafa County ABBEe8S80YF

105 E. hnapamu Btrest, Bu. 204
Eenta E&rbara, Californis #3101

¥, L. Marvin
stant Aszsgsor

Attention: k

o
i ﬂ
;1;’,; »

#iidg is in response to youy réqacst thet we review the

?&ur&ati@ﬁ‘s Prust hgreement and proposed acaﬁfﬁ*v in
light of the vrganisaticnal and uge &ﬁugl”ﬁmﬁﬁ £ 8f section 214 and
following of tie Eavenus znd Taxetion Code wohich provids ﬁ@r the

Property psed exclusively for religious, hospital.
scieatifisg ST aﬁa i%able PUrpoBes ownet and pperated

fpnde, foundations, or gorporaticns
érgaulaﬁ’ ané nger vefl for religicus, hospital, scientific,
or charitable p“x?aaés is exemst fronm btamxation 1f:

3

9

{1) The owner is not organized er operated

for profit . .

LY
S

{2} o part of the net saraings of fhe owner
iuﬁqgs te the benefit of any private
ghareholder or individual;

(3) The property is used for the actual opsration
of the azsmnt ac tivitg, ané doaes nw& ymﬂ&af
an muount of px ¥ :
the acoomplis ?" Lﬁ ei the sxenplt B ‘a@%;

{£) The property iz not used Or 9paraied
owner or any other ga“g . SC &8 Lo
pfficer, trustes, direcior, shzreho]

ﬁ“layag, contributer or bonfholdcr

I \.?L
)
H

OY operatc¥, oY any other person i
ﬁ‘s*?ibaﬁio? of prefits, payment of
charges or compensations, or the ;o
pursuit of their business or profes
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{5) The properity is not used by the owher or
menmberg thersef for fratermal or lodgse purpaoses,
or for social club purposes except where such use
ig clearly incidentsl to & primsry religiocus,
hospital, sclentifie, er charitable purpose;

(6) The property is irrevecably decicated to religiocus,
charitable, scientific, of hespital purposes and
apon the liguidation, dissclution or abandonment
cf the owner will not inure to the benefit of any
privets pervson azeept & fund, foundation, ox
corporation orgenized and operated for weligious,
nespltal, scientific, ox charitable purposes:;

k- & i

2nd, section 214.%£1 provides:

*For the purposs of zection 214, property shall be

desmed irresvocably dedicated to religlous, charitakle,
sgilentific, oz hospital purposss only if a statsment

of irrevocable dedioation to only these purposes is

found in the articles of incorporation of the corporaticn,
ar in the gase of any sther fund or foundation, - - =«

in the bvlaws, articles of assoclation, constitation,

or regulations thereef, as determined by the Btate
Board of Zgualiszation.® : : :
Considering the organizational regulrsments first, per

Egreement:

2. Purpose of Trusts The purposes of this Trust

are to aevote =Znd apply¥ the property hy this instrument
vested in the Board of Managers and the income to be
derived thersfrom exclusively for charitsble, religious,
sgientific, litsrary or educatlonal purposes,., sither
directly or by cvontribution to erganizations duly
authorized to garry on charitable, religious, scientific,
literary or educational activity; however, it ig the
specific desire of the creater of this Trust that the
prineipal and incoms hereof be used to develop low

cost housing for ecopomically dissdvantaged persons;
provided, however, that ne part of this Trust fund

ghall inure to the benafit of any private individsal,
other than as a recipient of ald dispenssd for the
above-named purposes, . . »

& & %

%11, Compensation And I¥penses: The Zoard of Hanagers
ig auknorized, irom taime to time, to fix whatsver,

if any, reasonable compensation shall be paid to itsa
members or any of them for the sarvices they may render
ro this Trast at susch amount as the Board of Hanagers may
from time to time determine . . . F -
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Hyx. William H. Cool

Es the Foundation is erganized and operated for purposes other than
tific, or charitsble nurﬁﬂaes, its purposes

g
religicus, hospital, scien
are too broad znd do not meet the reguirement of ssction Z14 that an
organization be organized for an exexplt purpose Or purscses enumerated
thersin, Alsc, as board members are authorized to compensate
themselves for thelr services to the Foundation, that as part of the
trust property ig to inure to the benefit of any private individual
dosg not, it appears, preclude net ﬁ&rﬂidgg from inuring. to the
b¢m=fﬁt of the hoard membersz or presvent the trust property or a
portion thereof from being used sL operatad 30 as e benefit the
'baara members through the distribution of profite or payment of
ﬁxcmss*#e charges OF compensations. E

-+ Again, per the Trust Rgreement:

"1, HName of Trust:  The name of this Trust shall

be the . Foundation.

& & =
—— =i B2 o,z el £ zae g - e
Fund: Ths Board of Hanagers, szoept

mited, zhalil have ths s

directed o “1thLaaza £z '

=3 S, Sy LI T 1 o-x =

for charitables, iy

tigsmal DUrpGERE. ﬁr an

neone and/or N&Lﬁv1§si af this Trust

S

aid Board of Mansagers deams
ving in

¥

et
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appropriats; ai,
DUrpose ”er‘w B
newever, that 1f w41
Hanaygers it bgéﬁmas impract

“an fF
2 IS

fé

tical er ia D lbie *c aarry
b e 4

bt -
“out the specific purposs for whicl thig-“:as* was
*na“ﬁé; the i:ﬂaﬁg Gf£ this Trust shall bz distributed
gensral purposes of

least annually to carry out ths gens

P
this Trust.

IR
ﬁ

Tar .

It is the intenticn of the c¢rsator of thiszs Trust that
this Trust shall bs perpetusl in operation, buk, if

in the discretiocn of the Boaxd of Hanagers, it is
aver deemed advisable to terminate this Troust and
distribute the corpus heveof, ssid corpus shall be
@istributed dirsctly or indirectly for cheritable,
religioug, sclientific, literary or educaticnal
DUIDOSSE . « 5 s ’ '

©14, Conzgtruction And Irrevocab

itv.
be construad in acenrdancs with the laws the ¢
California « « . This Trust shall bs irrevocable
fter
21

u'a
S5
g

&
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»

it may be :urvﬁéatad gt any time aft 1985 by unanimous
action of the Boasrd of Managers. Upon the termination




of this Trust, as= aforesaid, the assats of this

Trust remaining after payment of, or provision for
payment of, all debis and liabilities of this Trust
shall be disposed of in such manner as may be
dirscted by decxyee of the Bupericr Court . . ., upon
petition by the Attorney General of the State of
California, or by any person concerned in the
lzgaiuatlan, in proge sadines to which maid Attorney
Genearal is a party.”

2’:1

. In our opinion, preoperty owned by a charitable trust which
ig, in name, & foundation, can ocbtainm the benefif of the axsm?tian
where either the trust instrument or the bylaws under which th
trust property is m&n&gea meet the reguirements of section £¢é o1,

Az neither Q&Ig§”a‘ﬂ$ 4 and/or 14 or any sthar paragrapi ef the Trust
Agreement contains a %tatez» it of irrevocsbies dedication to onl;
religious, eharitable, sclentific, or ﬁﬁSﬁztal purpcseR, however,

the trust property. is not irrevocably whicate &0 such purposes for
the purpose of pactions 214 and Z14 81, &Alsc, as paragraph 4 pertain
to the event &fAéiﬁﬁélﬁt;@n and disty vaﬁn for purposes other thas
13 naritable porposes, that

>

religious, hospitsl, sgientific,. or ch s &
dlzsclution provision is ﬁﬁﬂ broad. Ses the erc’cwa& sanplae dedication-
digsplution clause in this regard.

Section 214 provid aapt ¢ the
welfare exemption shall not be :nization which iz
not gualified as an apt erganization uad section 237813 of the
Pevenue and Taxation © - gaﬁtian 581 {e) {3) of the Internal
RBevenue (ode. Thus,; & *xaﬁcaizﬁ % Board letier o the affect
that the Muadation is sxempt cw.h*apa income tax under section
237614 or an Internal Reyvenue Zervige lefier to the effsct that the
Foundation is exempt from Federal income tax undexr section 3501 (a) (3)

would neet the “equi rement of this section.

If and when ¢ 5'4133" nal r&quix&ﬂe
for an uraanlzakxan to @Etﬁbl sh that its propexty is
1y used for an exempt actiwity or activitiss in order for
i rd, M
t
2

o 0O O

ive the exemption. In this regard, :
Lay, bhas advised that the Foundation is
£ property from the Redevalopment hge
bara for the purpose of private redevelopme
& to the propexty . the r@uzaatlgn weu_ﬁ bedad
pusing uwnits therson, and up completion, the entire

£ would he lsased te the Housing éuiﬁozl ty of the Ci 3 £
Barbara under a long-terym lsase.
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The manner in which the project is to be financed is not
disclosed. However, where a a@p;xofit prganization mesting the
organizational requirsments of section 214 et seg. holds title Lo
property; imwr@veﬂ the property by construeting a ho u@lﬂﬁ project
thereon under section 23 of the U.3. Housing Aot of 1937 {42 U.85.C..
5 1421 (b)) or by using its own f{unds, contributions, lcans, ©OF




{916) 445-8485
Harch 17, 1876

Mr.

Attorneys at Law

=ay Mr. H

Thig is in response 4£0 your March 8, 1%76, letter wherein
vou reguest that we review propossgd changes in the .
Foundation of America‘’s Declarstion of Trust in light of the |
organizational reguirements of section 214 and folliowing of the
and Taxation Code which provide for the welfare exemption.
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the first part of paragraph 5, "charitable;

s i d reldgious purposes that
exemption @r@viéeé,by Secticn
including, but

3. 1In paragraph 7kc), e‘c:h&rjﬁai:fle, educational,

scientific and religious purposes that meet the

reguirements for exemption yf@Vﬁaea by Section

of +the Revenue and Taxatilon Code® ig to be subs
IS

for "substantially the same purposes as those o
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4 In paragraph 7{e}, "levied”

5. In paragraph 10, "paragraph 7" is to be substituted
for “paragraph 57 in the second sentence; "charitable,
educational, scientific or religious purpeses that mest
the regulrements for exemption provided by Ssction 214



I Mr.

of the Revenue and Taxation Code” is to be substituted
for “charitable, educational, scientific or religious
purpeses” in the third sentence; and *Section 501 {c) (3)}*
is to i}

be substituted for "Section 501%, also in the
third sentence®.

While changes of this nature are necessary, the proposed

changeg are not sufficient toc meet all the crganizational reguirement
of Bection 214 and following. Initially, section 214 desgcribes
the general type of property which can be exempt, namely, that

devoted to religiocus, hospital, scientific, or charitable purposes.
Although “charitable® embraces some educational purposes, not all
educational purposes are “charitable®. Hence, the necessity for

the limitation "meeting the reguirements for exemption as provided

by section 214 of the Revenue and Taxation Code” where purposes

of an organizaticon ars educational. Alsc, the statutory scheme
employs "or® rather than “and"” where an organization pursues _
multiple purposes. Accordingly, "religicus, scientific, charitable
or educational purposes meeting the reguirements IZor exemption as
provided by section 214 of the Revenue and Taxation Code”™ rather than
®*charitable, educational, scientifiec, and religious purpcses that
meet the reguirements, ete.” shounld be substituted in any Reformation
of Declaration of Prust which mighi be execut

B o
N
L]

In addition, secti =3 ¥ ous
exclusively for sxempt purpeses owned and cperate K ization
organized and operated for exempt purposes is exempt from taxation
if it is irrevocably dedicated to religious, scientifiec, or
charitable purposes and upon the liguidation, dissclution or abandonms
of the owner will not inure to the benefit of any privats person
except a fund, foundation, or corporation organized and opasratad
for religiocus, scientific, or charitable purpeses. BAs te when
property 1s "irrevocably dedicated” to such a purpose or purposes,
section 214.01 provides that for the purposs of section 214, property
shall be deemed irrevocably dedicated to religious, scientific, or
charitable purpceses only if a statement of irrsvocable dedication t

3 of incorporation of the

nly these purposes is found in the articles
corporation, or in the case of any other fund or foundation, in the
bylaws, articles of association, constitution, or regulations
therecf, ag determined by the State Board of EZgualization.

Q
e

In our opinion, property owned by a trust which is, in

name, a foundation can cbtain the benefit of the exemption where
either the trust instrument or the bylaws under which the trust

property is managed meet the reguirements of section 214.01. As
there is no statement of irrevocable dedication to only exempt
purposes in the Declaration of Trust, however, the trust property

is not irrevocably dedicated to such purposes for the purpose of
sections 214(%8) and 214.01. BSee the snciosed copy of SBE-ASD AH 267
*We reqguire this change in licght of Section 214(6) . hereinafter
discussed.

‘——
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gtandards Division, P.0. Box l7f9, Sacramento, California 535808,
together with copies of the Superior Court Judgment, Reformation of
Declaration of Trust, and relatad documents.
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+hat conform to the provi

made of property, howaver;
is detarm

Mr. Jack F. Eisenlauer
DAS File

Legal Section

- 5 - March 17, 1576
ons thaereof., A5 to thae use or uses
rhe use or uses nade on the inidtial
inative with respect to the availability

T ta 43 et & ki
J. Eenneth McecRanilgal

Tax Counsel

(W. Grommet)
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February 15, 1968

Mr, John H. Bevis, Assessor

San Bernardino County Courthouse
351 North Arrowhead Avenue . .
San Bernardino, €4 S2L01

~ Trust

Dear ¥r. Bevis:

The Title Jdnsurance and Trust Lfompany is the trustee ©f - -
a trust greated by the ! ¥ . L,
Inc, The trust was created in 4960 and qualifies for the
welfare exemption. In 196£, and
mzde & grant deed bo Title Jnsurance and Trust Lompany. On
its face, the deed appegrs 4o vonvey fee simple absolute to the
grantee. However, %he grantes thas declared that it holds
the property in trust for the and the
deed mgkes reference to the use of Lthe property g8 2 boy secout

~ “The receipt of the deed and the acknowledgement of the
trustee thet the property is. held in srust is suflieient under
Califiornia lew to. create & voluntary trust, (Civil Code § 22223
Oeth v. Mason -{1967) 247 Cal. App. 24 B05 {56 Lals Rptr. 69].)
The trust for the benefit of-the is a. .-
charitaeble trust., The property guzlifies for the welfare
exemption providing verious procedural reguirements are met,

The real property in question was added to the existing
trust ecreated in 1960 under & trust provision ellowing for
such additions. The trustee and trustor have amended the
trust te include an acceptable Airrevoeable dedication of the
property. The boy scout council hss the proper income tex
exemptions to qualify under section 214.8, The claim was filed
by the beneficiary through its scout executive.

The isgsue to be decided is whether this trust has met the
requirement of section 261 of the Revenue and Texation Code
requiring the interest in reel property of the claimant be of
record on the lien date in the office of the county recorder.




Mr., John H, Bevis, Assessor -2 February 19, 1968

: The answer to the question lies in the understanding
of the trust relationship., 4 trust places legal ownership
in the trustee who operates the trust for the benefit if its
beneficiaries. The interest of the beneficlaries is recog-
niged by courts of eguity and is us ua71y called eguitable

title. .

Revenue and Taxation Code section 214 does not mention
trusts, It is rether cleer that cheritable trusts in which

the beneficiaries are the public or an undefined portion
thereof were intended vo qualify For the exemption, The
guestion then arises as to vhc rmugst be shown &g record owner
aceording to segtion 261. In the case of many charitable
traets, the public &t large as the beneficlary cannot possgibly
be mamed as record owner. Clearly, the legal owner in thﬁse .
cases must be designated in the deed. :

In the present cese, the equztab79 cwner is a tharliahle
rporation which is ascertalnan;ea Levevth£75p», we %eiieve-
ie sufficient if the trustee, glone, is shown &5 the-
antee on the face of the deed, This interpretation recog-
izes the trustee as the legal owner of the real property qjd~
avoids any gquestion as To when the eguitable owner must ‘be
included in the deed which is recorded.

It is true that section 261 reguires the interest of th
cleimant to be recorded, However, we allow tvasbe to f:le )
claims on behalf of beneficigries or to join inuvor flle separate
claims for the trust property. .This is necessary because of
the divisien of equitable end legal -ownership. We do not o
believe that this urta%ment‘wlolateg the pertinent code sections.
va therefore emend our original finding es respects the Camp = -

unt pragermy to include the real y%operty as’ well as tﬂe
pemﬂona¢ property and *nrrovements.

Yerv trzly yﬁar

JHE :d 3
ce: Title Insurance & Trust Co.
P, C. ch oz1

-~

San Bernardinp, Californis 92402

bee:  Mr, J. F. Eisenlauer
Mr, J. J. Deianey
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Merch 5 ,. 1?73

At torpey 8% Law

Res: - s South Parcel
?@ar Mr. 7 :‘-"v i# | Co S Y PR,

This letter will confirm our ielephone conversation
of lest week econcerning the possible wpplicetion of the welfsre
eyemption $o & portion of the Banch. FHr. ' left
legacies to ten charities by his will. {One of the legatees
%cnrcgEﬂ egeinst the legeey and itz lender weas substituted ss
his déistributee. I understené this to be & sscurity erraagement
ené will assume that this transaction doss not effect the
spplieability of the sxsmption.)

Another of the logstess dis the Los Angeles Tounity Husesun
of irt, & governmental entity. The olher lagataes guziify for
income tax %zemptﬁan pursunant to sseticn 501 (e){3) of the Internsl
Bevenue $ode. . :

2 The pwoperzg An guestion wes left In trust for the
venefit of the ten lezatess who share sgually in its proceeds.
The trust res is & rauah property on weich ¥ou plan To file for
the welfare Ez%ﬂptiﬁﬁ In order to G¥ 1ify the lané for the
welfare srzemption the charities proposs to grgze livestock, which
livestoek will be slaughtersd, nutshe,aa and donated to neadv
families. As an slternstive, you stebe that the charities sare
eonsidering & plan whereby thes besf would be distributed pro reta
to the cheritiss end used by them in furtherancs of their own
exempt purposss.

In your letter of ?Eﬁfudfj *, 1973, vou ask thres
puestions, which I will try fto smswer in the order rresented.

1. Although the bank is the frustee of the ranch
propertv, the property may s£t1ll obiain the benslits of the welfsre
&xem n if the beneficisries of the trust guelily pursuant to

Qtlﬁﬂ 21l et sec. of ths Revenue and Texation Code end tns property
is getuslly used for & cheritable purpose,

U

Y




|
Mr, ' -2~ March 5, 1973

2. The fact that one~tenth of the property is held as
security for a loen dess not dlsturb the exemption if the ultimats -
benefieisry qualifies. Evidence ¢f the status of ths named
distributee as & sscurlty helder rather than ultimate bensficlary
should be presented with the welfars exemptlon elafinm,

3, The conbemplated use of the ranch to produce beef
to be donated to needy fammllies constitutes =n exempt use of the
land in our epinion. We heve made a distinction In other welfare
exemption glaims betwsen use of sgriculbtursl property that direetly
benefits the nmeedy [(or other indefinite group, ald te which may
be gonsidered chariteble) and usz which merely dproduces income
sven though thse ineome may In turn be deveted to charitable activities
The contemplated plan and the aelternstive ars to direetly benefit
the poor aznd needy with the sgrisultural products from ths land,
There ig no sonversion of the producis iInto cash prior to donation
ceording to our understanding. .

Very truly yours,

John H. Knowles

JEK:1el

be” Mr. Ronald B. Welch
Mr, Robert Gustafson
Mr, Neilon Jennings
Mr, Abraem F., Goldman -
Mr, Jack F., Eisenlauer
- Legal Seetion 7 . 7




bc Mr. Ronald B. Welch
Mr. Robert Gustafson
Mr. Neilon Jemnnings
Mr. Abram ¥, Goldman
Mry dack F, Risenlauer
Legal Section

July 26, 1973

Staff Counsel
Frenchiss Tax Board
tero jet/Eimbus

Denr Mrs. g

We dispussed the requirements of & trust to obisin 2
tzx letter from your board elessifying 1t es & Section 2370ld
orgenizetion. You suggested the elsimant submlit the matter to
you. I am taking the liberty of forwaerding the informstion I
have to you in the expectation that on your reply I can advise
the e¢laimant as 5o both your and cur reguirements.

Ten estensibly chariteble organizstions were left
en undivided one-tenth interest each in personasl and resel property
of éecedent Sterr.. The rsel property 1s = cattle ranch.

The ten as grantors sssigned thelr interests to Bank
of Californie s Trustes in =& Trust Agresmeni, & copy of which le
attached together with an explanstory letiter from counsel for
the Trusiee, The Trustee Tiled e cleim for the welfere exempiion
58 to the wanch. The Trustee staetes it is the intention of the
perties to reise cattle on the ranch for digtribution of mest in
¥ind to the indigent or silterneiely beck to the ten sharities,

£t this point we believe the trust must be reformed $o
inelude resitals of lrrevoceble dedleztlion and chariteble purpose
before the organizetionel reguirements for the welfare expmption
sre mot. Likevwise, we believe that The trust must receive the
Section 237014 classificstion., Plsese indicste whelt specific
‘reformetions ef the trust instrument ere required by your board
to allow the e¢lassification. Your stbtentlon is ezliel to parepgraph
10 wherein the trust may be revoked by direction of =ix of the
Grantors.,

Very truly yours,

Thomaes L. BHartigsn

Tif:el Tex Counsel
Encl




STATE OF CALIFORNIA

STATE BOARD OF EQUALIZATION

102¢ N STREET, SACRAMENTO, CALIFORNIA
(P.C. BOX 1799, SACRAMENTO, CALIFORNIA 95808)

~

1973

August 29,- —-97

bMr.
Attorney at Law

Claim of the Bank of

Re: Welfare Exemption
, Trustee, for
the Society anu Nine Other
Grantors as to the Ranch, South Pax oel
County

Dear Mr. :

We have reviewsd the above-referenced claim in light of
vour correspondsnce with Mr, John XKnowlss prior fo filing and our

- conversation since and conclude that although exzemption may be

czsible next year provided the intended charitable use i3 cerried
cut and certain erganization'l requirements are complied with,
we cannot grant the exemption for this year. We will se®t Torth
our reasons for denial, but before we do so & brief summary of the
facts leading up to the claim is in order.

Mr. willed his interest in the south hsif
of the Ranch to ten charitable organizations. The orgenizations
(hereinafter referred to as the grantors), in turn, granted their
interests {(which ultimately became fee ownsrships) in trust to the
Bank of as trustee to manage the property for them, To
have the property be exempt from the property tax under the welfars
exemption, a plen was advanced to devote the property to charitable
purposes, namely, the raising of cattle for free distribution of
food to fhe idi*oen0¢ Prior to filing for the exemption the opinicon
of Mr. Fnowles 23 to the feasgibility of the plan was sought, and
he replied thet exempition would be in order. Upocn recelpt of the
filed claim, however, certain mabtters came to light which reguire
denial of the exemption for this year.

Section lc of Article ¥XIII of the Constitution and sections
o1l et seq. of the Revenue and Taxabtion Code provide that before
property can be exempt from the property tax under the welfars
exemption it must be in actuzl use for ths qualifying purposes on
the lien date and owned by an entity which msetls certain organi-
zational reguirements. The first problem which came to light upeon
the filing of the claim concerned the use reguirement. .

GEORGE R..REILY.

First District, San Fronrisce
JOHN W. .L¥NTH

Second District, Fresns

WILLIAM M. BENNETT
Third Distric?, Son Rotael

RICHARD NE\.IINS
Fourth Districi, Pascdenc

HOUSTON 1. FLOURNOY |
aniro”er, Sczramenio

W. W. DUNLO?
Executive Secretary

~.
oy



- - August 29, 1973

27
e

As you msy be swars, each filing shen lorwesrdsd to this
porrd sontains a report from the asssssor as Lo bis inspection of
the propsrty for which ezemption 1s sought. 4z to Lbe subjset
elsim, the assessor reported July 6, 1973, "The property conzlisis
of 5,159L.90 scres, whieh will suppord sbout LOO catile per werbsl
estimete from & benk officisl. Thers were no cattls on the ranch
on the lien dsie. There are now 25 cabtle.™ On the basis of this
report it iz 4iffieuli for us to find eny use of the properiy on the
ilen date, much less the sllegsd charitsble use, 1.8., ralsing catile
and distributien of producits therefrom in kind bo the Indigent.

o . TYou supplemented the Informstion given by the mssessor by
stating that the preperity hed besn previocusly used as = sablle reach,
that there wag fencing on ths property, thst cou the llen dete the
fencing wes being repsired. Tou project the fence repsir as being
sufficient use of the property on the lisn dabe o sllow the exempiion
in reliszsces on the following ststement In the constituilonsl pro-
wvigion governling the ezsmption: o - .

%, « . 'property used for religious, hospifel,
. or charitable’ purposss shkaell inclunde s bullding
- and its sgulpment in the course of soastrustion . . .7

It iz our view that ons of the bazle reassons the voters
smended the sonstitulions] provisien to alliow bulldings in the courss
of cemstruction on the 1isn date Eo be gllowed ine sXswpilion iz thsed
commencenment of such z subsbtantizl undertsking sz the construction
of 2 building vhish slse, in the genersl case, is commitisd by ihe
noture of the coustruecting orgenisation as well a8 by the dssign
of the building to & guslifying uvse gives assursnce that ithe
milding vhen eonstructed will be in feet used for 2z gquaelifying
purpose. The fence repalr inm the subject cleim, howsver; doss nod
suggest s substantisl sn undertsking as the consiruction of & .
wuilding, nor does the nsture of the yepairing sntisy or the design
of the facility being repeirved giwve suy sssurance of zn witlamste
qualifying use. Repair of ssttle fencing on trust property by =
trustee of a menspement trust whose sole purpese Is deriving nltimats
gain from the trust property for the grantors Is as compztible with
reiging catile Ffor e profit ss 3%t is for raising catils for charity.

For these ressons it 1s our finding thet the property fer
which exemption is sought wss not used for & gualifying purpose on
the lisa dste in 1973, and therefore the clalm for exemption from
the 1973-7h taxes must be denled., Lecking te the next lien dete, if
there La full implementsation of the plen, including the pressnce of
estile on the property inm s mumber approsching ths capscity of the
ranch, btopsther wilh svidsnce of the Iree distridbution of the watile

to feed the indigenit, then from s use gtendpoint thers will bs no

lmpedinent to exsmption.




t 29, 1973
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We now turn to the argmmtaml regulrements for the
exemption. As showe set forth 1t is required not omly that the
property be wsed for guslifying purposes, bub also that it be owned
By zn erganization that meets the organizstlonsl regulrements Ter
the exempiion. Where there are several sntitiess having BN DEDRED~
ship intsrest im the property it iz possibls to hsve the propsriy
exempted iT 81l gualify. Before turning to the punsrship intsrest
in the property reépresented by the urnat, izt us rﬁviﬁw the guzii-
fications of the ten grgntarz*, - L . -

g The szsessor r&%@rt& snd nur roview camfirms zhat
Musoum Lssocistos hss no irrevocsble dedigstion clsuse in iya L
artieles of incorporation ms reguired by section 21L.01 @f the Code.
¥ou sbated you would forwerd s certified sopy of an smendment to tha
griieles Insorporeting ihe reguired ulﬁQE%, nsu@%&r, the amenﬁmﬁnt

hzs ﬁ@% h@&g r&aei?&é te ézge.

- fha agsassar r@%erts maﬁ our revisw aaﬁfiamg ﬁh@% gﬁgﬁEQYE?
has aa% faw&aréeé the reguired tax icﬁtar f o the Internsl Bewenn
s&rviﬁs@ There are two lebterz fros the Interunsl fsvenue Barwyise

tn the iis but nelther gives the r&caimaa &Eaaﬁif&aatiﬂm* e
lstﬁer &&t&& véte%%z 2;, 1%é9§ 5%@%@5. S SR

silter raviﬁy . s s WR ziﬁ& your Fadersel ng>»
- eusEpt ﬂa’ms gontinues . . ."’3 PR

’ﬁﬁtha? lﬁttar ﬁateﬁ éﬁtaﬁﬁr 2@, Lﬁ?é, bta%%gp

5, . W8 hewe alsasz fied you 28 en a»gﬁnizatiag
that iz not a private iauaa tion =s delined iz
509(2) of ths int@vaai ﬁﬁ?&ﬁ&& ﬁaée . ,~§§~-m RN

&yaiﬂ, %@;5?6 the arﬁgnﬁﬂatloﬁal ?squiram&nts ﬁ?& E&t &3 Lo Resthaven,
thers must be s lstter from the IRS meking & positive statement that
Resthaven fells within the organizastions Geseribed im gsetion - - -
501{e}{3) of the Internsl Hevenue Code of 1?5&.. {See Rev. & Tax.

c!a&&, § 21h. 8.)

oo Lﬁﬁﬁl?, as to the grant@rs, tﬁa ass&ﬁaﬁr aﬁ doubts whether
the elessificstion by the IB3 of the Los Angeles Orihopedie nssyital
23 sn orgsniszstion within *. , » section lﬁﬁ(é} of the Revenus Aot
of 1932 « - " would fuifill the requirsments ss 16 2 tex letberi.

We have ressarched the 1?32 gst im relstion to the 1954 sode and

find that section 103{6)} of the former wes the predecessor end is
essentizlly sanivalsnt to section 501{e){3} of the latter and

&1 3sif1¢atian thergunder iz therefore sufficlent.

We now come to the most difficult preblem prezented by
this glelm, nemely, what if snything must be regulred as to the
trushee snd/or thes trust instrument %o sllow the exempiion to be
grented. Ome view iz That there is s Dbank, manifestly a non-charitsble
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orgenization, which hms an Intersst in the properly, smd stemming
From thils fact zlone, the sxomption czmmob be granitsd. However, e
closer look ot the zrrengewent indicstez thut sltboupgh teehnically
the bank hes ga intersest, the interest is thst of & servant of the
ten grentors. Trus, it recsives lees lor ite services as trusiss
snd hss the power to lend money Bo the trust snd receive imbsress
on the money s0 loamed, but nelther Ineident necessarily recuires
the bank =8 szn entity to guslify sz & charitable grganizetion. As
to the fees, the bank iz anslogous to a2 salarled smployes af the
grantors, sed so viewed the mly ingquiry is whether ths fees ars
reazoneble For the services rendersd, We find they ere: ithe Ilat
rabs of §1,000 & year for the msnsgement of s rench ol thie size is
not exorbitenty zs te fses for extreordinaery servises, our judgment
wily heve Lo seplt fubure svents, for the present we zssums thet such
fees will be ressonable, L.8., those normally cherged for such
services, A o the power to lend mouey and recelve interest, the
bank is 1ike any other lender, snd the lsw does not reguire lenders
to cheritsble srgenizations %e independently qualily as charitzble
orgenizations themsslves.

#s believe we esn Glspenss wiih the necssgity Tor the bank
s qualily ez zn orgenizstion snd sllew the exemption 17 the trust
fnstrugent is reformed to 2484 Bwo provisions. The first ls ihst
ths oversll purpese of the trust is Yo opersbe the ranch for the
reiging of satiis to bs distribuisd free to fsed the Indigent, l.s.,
the sheritables purpese described in your letber %o Mr, Enowles snd
set forth iz 3Zsotion B of the vlalm. Ths second is 3 provision
irrevocely dedicsting the trust res Lo cheriisble purposes., Enclosed
iz = model dedissilon/disseoliution clsuse Tor your use in this regsrd,

Thus, the osrgsnizafional reguiremente for the sxemption
sz to the cunsrship intersst represented by the trust sre %o be
satisfied by having the trust Insirument itself incorporste the
ssgurances normally requlred of a cheritsble organization. e
pregsented the clzim to the Franchise Tex Bosrd and as per memorsndum
of sugust 10th {a copy of which is enclossd), thsab bosrd ststed
that reformation of the trust instrument ss sbove indiestsd would
2llow it 5o zive the trust the elsssificetion celled for under
section 21L.0 of the Code.

In summaticn, it is our finding that the glsim for
exevption from 197377k taxes is denied becauss of lack of chariteble
use of the propsriy on the llen deate, 4As bo next yesr, s clzim for
exemptlion mey be granted provided there ls cheritsble use on the
lisn dste and the orgsnizstionsl reguirements are met. The artielss
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of Huseum sssocistes musi be smended to insiude sn irrevoczdble
dedlestion znd dissolutlion eslause, must heve a2 tax
letter, and the frust musi be roformed ze zbove indicabsed amd &
tex 1lsbter obtained sz to it.

Very truly Fours,

Thomss L. Aarblgen
Pox Jounsel

TlHzel
ze  Hrs.

County Asssgsor's Offlce

Hr., Jsmes C. Shewart
Pranchine Tax Board

be Mr. Ronald B, Welch
Mr., Robert Gustafsen
Mr. Neilon Jennings
Mr, Abram F., Goldman
Mr. Jack F. Eisenlauer - Vance Price ~ Please lssue a finding
sheet in accordance with this letter.
Legal Section : ‘




