ASSESSHMENY

1700095 Stock Cooperative. A stock cooperative is a corporation which is
“formed to hold title to improved real property, either in fee simple or for a
term of years. Shareholders thereof receive a right of exclusive occupancy of a

portion of the property.

Reappraisal upon the transfer of stock of a cooperative housing corporation,
which constitutes a change of ownership under Revenue and Taxation Code
Section 62 (h), is controjled by Revenue and Taxation Code Section 65.1. Only
the property unit transferred and the share in the common area reserved as an
appurtenance of such unit is revalued, C 7/14/82.
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July 14, 1982

Dear ! .

‘ This is in response to your letter of June 1, 1982,
to Mr. Cv... . .o * regarding the classification of the
Berkeley Town HouSe as a stock cooperative and the separate
assessnent of the indiwvidual intercests therein for properiy
tax purposges pursuant to Revenue and Taxation Code, Section
2188.7. : : '

A "stock cooperative,® as dofined in Section 11003.2
of the Business and Professions Code, i3 a coxrporation which
iz formed or availed of primarily for the purpose of holding
title to improved real property, either in fze simple or for
a term for vears. An essential element is that all or sub-
stantially all of the corporation's shareholders receive a
richt of exclusive cccupancy of a portion of the recal property,
title to which is held hiy the corporation. The right of
gcoupancy is transferable only concurrently with the transfex
of the share{s) of stock or memnbership certificate in the
corporation held by the person having a rigat of occupancy.
After reviewing the documnents you sent, we are of the opinion
that the Berkeley Town House is a corporation which is a
stock cooperative undaxr the foragoing definition.

e
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Under current law, stock cooperatives having two
or mora sharsholders ars within the definition of a "subdivision®
under the Subdivided Lands Act (Business and Professions Code,
Sections 11000 - 11200): further, a security consisting of a
narcel of land in a subdivision is exempt from the eorporate
securities law. (Corporations Code, Secticn 25100 (£)}. In view
of a former uncertainty as to wiether these projects reguired
both a nublic rzport by the real eshabs commissiconer and a
permit from the corporaticns conmissioner, the Legislature
exprassly declared its intent to validate the good failth
activities of those who, prior to 1265, complied wiith one of
these reguirements, but not the other (Chapteyr 607, Statutes
of 1965, Sections 4,5). Further, the gubdivizion law does
not apply to the formaition of a stock cooperative Lif all of
the shares or other intorests ware sold or issued, prior to a i
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spacified date in 1565, pursuant to and in accoxdance with a @f
permit issued by the corporations commigsioner (Business and )
Professions Code, Section 11004.8).

Qecupants of a stock coopsrative project own stock
or shares in the title-~-holding corporation and occupy their
respective reaidences or apartments by virtue of a lease.
Management of the title-nolding entity iz generally exercised
by a board of dirsctors comroged of and elected by tihie tenant
"owners.” Thus, as a practical matter, the tenant-shareholder
exercises substantial "cwnership” dominlon ovexr his unit and
his rights ars in exesss of those of a mere lessee. In this
ragard, the Callfornin Supreme Court has held that an individual's
ownership of such a cooperative apartment is a valuable interest
in real proverty, sinece, although the corporation owns the
legal title, the entire equitable interest is distributed
proportionately among the owners of the apartments. (Estate
of Pitts, 218 Cal, 184.) '

The lLegislature has recognized that shareholders
of stock cooperative apartments have a present, heneficial
interest in real property which is substantially equivalent
to a fee interest for purpeoses of deternining whether a “change.
in ownership" otours under Proposition 13 when shares of stock
are tronsferred., Specifically, in this regard, Section €2(h) B
of the Revenus and Taxation Code providez that a change in - <
ownership imcludds "the transfer of stock of a cooperative
housing corvoration, as defined in Section 17265, vested with
legal title to real propexty which conveys to the transferee
the exciusive right to ocoupancy and possesgion of such property,
or a portion thersof.” Also, Section 653.1 provides that if a
unit within a cooperative housing corporation changes ownership,
then only the unit trangferred and the share in the common area
‘reserved as an appurtenance of such unit shall be reappraised.

Prior to January 1, 1381, the county aszessor vas
not requirad to separately azsess the individual interests in
stock cooperative corporations., Rather, a single tax bill was
sent to each project and it was the responsibility of the o
project organization to divide up the tax bill among the share-
holders. Revenus and Taxation Codle, Section 2188.7, effectivae
Januaxry 1, 1981, provideszs that whenever a community apaviment
project, stock cooperative, limited ecquity heousing cooperative,
or other nousing cooperative reovests a gevarats assessmant,
the aszessor shall separately assess the i1ndividual intercsts
held by the cwners of the project or the sharsholders of the
corporation if certain conditions ars met. According to the
Assenbly Revenus and Taxation Committee analysis, the apparent
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purpose of this section was to end confusion among assessors
and managers of these types of projects about how reassess-—
ment would occur in accordance with Propesition 13 when an
interest in a single unit changed ownership. fThe section was
also intended to eliminate disputes between project managers
and unit owners over the allocation of property taxes, and to
preclude situations in which all owners in a project would be
liable for taxes and penalties if one owner did not pay his
share. ' :

I hope this is resvonsive to your inguiry. If we
may be of further assistance to you in this matter, please
do not hesitate to contact this coffice.

We ara returning the attached documents for your

files.
Very truly yours,
Hargareft 5. Shedd
Tax Counsel

MSS:dlh

Attachments

co:  Mr. Dean lewls, Supervising Appraiser
Alamsda County Assessor's Office

be: Mr, Gordon P. Adelman
Mr. Robhert H. Gustafson
Legal Section
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