AMENDED IN ASSEMBLY APRIL 24, 2001

CALIFORNIA LEGISLATURE—2001-02 REGULAR SESSION

ASSEMBLY BILL No. 1013

Introduced by Assembly Member Leonard

February 23, 2001

An act to amend-Sectiens-64-and-480.5@dtion 64 of, and to add
Section 480.8 tdhe Revenue and Taxation Code, relating to taxation,
to take effect immediately, tax levy.

LEGISLATIVE COUNSELS DIGEST

AB 1013, as amended, Leonard. Property taxation: change in
ownership.

The California Constitution generally limits ad valortaxes on real
property to 1% of the full cash value of that property. For purposes of
this limitation, “full cash value” is defined as the assessor’s valuation
of real property as shown on the 1975-76 tax bill under “full cash
value” or, thereafter, the appraised value of that real property when
purchased, newly constructed, or a change in ownership has occurred.
Existing law also specifies those circumstances in witielransfer of
ownership interests in a corporation, partnership, limited liability
company, or other legal entity results in a change in ownership of the
realproperty owned by that entity, and generally provides that a change
in ownership as so described occurs when a legal entity or other person
obtains a controlling or majority ownership interest in the legal entity.
Existing law also requires the legal entity or other person that obtains
a controlling or majority interest in a legal entity to file a change in
ownership statement under penalty of perjury.
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This bill would instead specify that any transfer of voting stock or
other ownershlp interests of a corporatien—partrership,—or-other legal
entity that is subject to the filing requirements of the United States
Securities and Exchange Commiss®@a change in ownership of the
real property controlled either directly or indirectly by thatlegatentity
corporation if that transfer results in the transfer, whether individually
or cumulatively since the last change in ownership of the real property
controlled either directly or indirectly by thattegal-entirporation
of more than 50% of the ownership interests in-that-asdityoration
This bill would also authorize the State Board of Equalization and local
property tax assessors to examine—publicrecerddatd from the
federal Securities and Exchange Commission relatinyatasfers of
ownership interests inHegal-entitieprporations that are registered
with that commissioto determine whether a change in ownership of the
real property of a—Ieg&l—eﬁﬂtgvorporatlon has occurred—'Fhrs—b+H—weuld

This bill would result in a change in state taxes for the purpose of
increasing state revenues within the meaning of Section 3 of Article
Xl A of the California Constitution, and thus would require for
passage the approval 9§ of the membership of each house of the
Legislature.

This bill would take effect immediately as a tax levy.

\Vote: 2/3. Appropriation: no. Fiscal committee: yes. State-mandated
local program=yego.

The people of the State of California do enact as follows:

1 SECTION 1. The Legislature hereby finds and declares all of
2 the following:
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—3— AB 1013

(a) Because aissessment anomalies, it has long been predicted
that an increasing share of the property tax burden would shift to
homeowners. For many years, this had not occurred; however,
duringthe latter half of the last decade, a significant shift occurred.
According to the State Board of Equalization, the share of the
propertytax burden that is borne by homeowners has risen steadily
from 32.8 percent in the early 1990’s to 38.2 percent for
1999-2000; a remarkable shift in a few short years. Preliminary
numbers indicate that residential rental property maintained its
relativeshare of the tax burden at about 25 percent of the roll, while
commercial values declined as a percentage of the property tax
burden (37 percent). The Public Policy Institute of California is in
the process of determining the breakdown of ‘commercial‘ land
use.

(b) It is the intent of the Legislature in enacting this act to
eliminatethe anomalies in the assessment of property of California
businesses for property tax purposes.

(c) Itis the further intent of the Legislature in enacting this act
to reform the method in which commercial and industrial property
is assessed for property tax purposes to ensure that homeowners
no longer pay a disproportionately high share of the state’s
property taxes.

SEC—2—Seetion64—-of-the Revende—andTaxation—Code is
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SEC4—Nereimbursementisrequired-by-thisact-pursuant to

SEC. 2. Section 64 of the Revenue and Taxation Code is
amended to read:

64. (a) Except as provided in subdivision (i) of Section 61
and subdivisions (c) and (d) of this section, the purchase or transfer
of ownership interests in legal entities, such as corporate stock or
partnership or limited liability company interests;—shal+reot be
deemed-tao notconstitute a transfer of the real property of the
legal entity. This subdivisionis-apphealappliesto the purchase
or transfer of ownership interests in a partnership without regard
to whether it is a continuing or a dissolved partnership.

(b) Any corporate reorganization, where all of the corporations
involved are members of an affiliated group, and that qualifies as
a reorganization under Section 368 of the United States Internal
RevenueCode and that is accepted as a nontaxable event by similar
California statutes, or any transfer of real property among
members of an affiliated group, or any reorganization of farm
credit institutions pursuant to the federal Farm Credit Act of 1971
(Public Law 92-181), as amended;-shal-roisbeota change of
ownership. The taxpayer shall furnish proof, under penalty of
perjury, to the assessor that the transfer meets the requirements of
this subdivision.

For purposes of this subdivision, “affiliated group” means one
or more chains of corporations connected through stock ownership
with a common parent corporation if both of the following
conditions are met:

(1) One hundred percent of the voting stock, exclusive of any
share owned by directors, of each of the corporations, except the
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parent corporation, is owned by one or more of the other
corporations.

(2) The common parent corporation owns, directly, 100
percent of the voting stock, exclusive of any shares owned by
directors, of at least one of the other corporations.

(¢) (1) When a corporation, partnership, limited liability
company, other legal entity, or any other person obtains control
through direct or indirect ownership or control of more than 50
percent of the voting stock of any corporatiasther than a
corporation described in paragraph (2pr obtains a majority
ownership interest in any partnership, limited liability company,
or other legal entity through the purchase or transfer of corporate
stock, partnership, or limited liability company interest, or
ownership interests in other legal entities, including any purchase
or transfer of 50 percent or less of the ownership interest through
which control or a majority ownership interest is obtained, the
purchase otransfer of that stock or other interest shall be a change
of ownership of the real property owned by the corporation,
partnership, limited liability company, or other legal entity in
whichthe controlling interest is obtainethis paragraph does not
apply to obtaining a controlling interest in a corporation that is
subject to the filing requirements of the United States Securities
and Exchange Commission.

(2) Any transfer of voting stock or other ownership interests of
a corporation that is subject to the filing requirements of the
United States Securities and Exchange Commission is a change in
ownership of the real property controlled either directly or
indirectly bythat corporation, if that transfer results in the transfer,
whether individually or cumulatively since the last change in
ownership of the real property controlled either directly or
indirectly by that corporation, of more than 50 percent of the
ownership interests in that corporation.

(3) On or after January 1, 1996, when an owner of a majority
ownership interest in any partnership obtains all of the remaining
ownership interests in that partnership or otherwise becomes the
sole partner, the purchase or transfer of the minority interests,
subject to the appropriate application of the step-transaction
doctrine,shalkret-bes nota change in ownership of the real
property owned by the partnership.
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(d) If property is transferred on or after March 1, 1975, to a
legalentity in a transaction excluded from change in ownership by
paragraph (2) of subdivision (a) of Section 62, then the persons
holding ownership interests in that legal entity immediately after
the transfer shall be considered the “original coowners.”
Whenever shares or other ownership interests representing
cumulatively more than 50 percent of the total interests in the
entity are transferred by any of the original coowners in one or
more transactions, a change in ownership of that real property
owned bythe legal entity shall have occurred, and the property that
was previously excluded from change in ownership under the
provisions of paragraph (2) of subdivision (a) of Section 62 shall
be reappraised.

The date of reappraisal shall be the date of the transfer of the
ownership interegepresenting individually or cumulatively more
than 50 percent of the interests in the entity.

A transfer of shares or other ownership interests that results in
a change in control of a corporation, partnership, limited liability
company, or any other legal entity is subject to reappraisal as
provided in subdivision (c) rather than this subdivision.

(e) To assist in the determination of whether a change of
ownership has occurred under subdivisions (c) and (d), the
Franchise Tax Board shall include a question in substantially the
following form on returns for partnerships, banks, and
corporations (except tax-exempt organizations):

If the corporation (or partnership or limited liability company)
owns real property in California, has cumulatively more than 50
percent othe voting stock (or more than 50 percent of total interest
in both partnership or limited liability company capital and
partnership or limited liability company profits) (1) been
transferred by the corporation (or partnership or limited liability
company) since March 1, 1975, or (2) been acquired by another
legal entity or person during the year? (See instructions.)

If the entity answers “yes” to (1) or (2) in the above question,
then the Franchise Tax Board shall furnish the names and
addresses of that entity and of the stock or partnership or limited
liability company ownership interest transferees to the State Board
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of Equalization.

SEC. 3. Section 480.8 is added to the Revenue and Taxation
Code, to read:

480.8. Theboard or assessors may inspect any data available
from the United States Securities and Exchange Commission for
corporations that are registered with United States Securities and
Exchange Commission to ascertain whether a change in
ownership as described in paragraph (2) of subdivision (c) of
Section 64 has occurred.

SEC. 4. This act provides for a tax levy within the meaning of
Article IV of the Constitution and shall go into immediate effect.
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