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SUBJECT:   FTB Include Additional Question on Returns for Partnerships, Banks and 
Corporations Regarding Change of Ownership of Real Property 

SUMMARY 

This bill would require the Franchise Tax Board (FTB) to include an additional question on the tax 
return regarding a change in ownership of a business entity. 

This bill makes other changes to property tax law.  These changes do not affect the department 
and are not discussed in this analysis. 

RECOMMENDATION 

No position.  

Summary of Amendments 

The July 2, 2014, amendments define which types of business entities must report a change in 
ownership and require the FTB to include additional questions on all tax forms used by 
partnerships, banks, and corporations regarding the change of ownership of real property.    

This is the department’s first analysis of this bill. 

REASON FOR THE BILL 

The reason for the bill is to identify a change of ownership for commercial property to prevent 
cases where a change of ownership occurs, but reassessment is avoided.  

EFFECTIVE/OPERATIVE DATE 
As a tax levy, this bill would be effective immediately upon enactment and specifically operative 
for change of ownerships that occur on or after January 1, 2015. 

STATE LAW 

Current state law requires the FTB to place a question on the tax return for certain entities to 
indicate if there has been any change of ownership of the entity for purposes of determining a 
change in the ownership of the real property during the tax year.  This requirement applies to 
partnerships, banks, and corporations.  If an entity answers “yes” to the question, the FTB sends 
the names and addresses of the entity to the Board of Equalization (BOE).  The FTB is also 
required to furnish the name and addresses of the stock, partnership, or limited liability company 
ownership interest transferees to the BOE. 
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THIS BILL 

This bill would require the FTB to include an additional real property change of ownership 
question on all tax forms used by partnerships, banks, and corporations. 

The additional ownership question as proposed by this bill would read as follows: 

“If the corporation (or partnership or limited liability company) owns real property in California, has 
cumulatively 90 percent or more of the voting stock (or 90 percent or more of total interest in both 
partnership or limited liability company capital and partnership or limited liability company profits) 
of this corporation (or partnership or limited liability company) been transferred since  
January 1, 2015, during the year? (see instructions)” 

IMPLEMENTATION CONSIDERATIONS 

Implementing this bill would not significantly impact the department’s programs and operations. 

LEGISLATIVE HISTORY 

AB 2492 (Ammiano, 2009/2010) would have required the FTB to include a question regarding 
change in ownership of a business entity when 100 percent of the ownership interests in a legal 
entity are sold or transferred in a single transaction.  AB 2492 failed to pass out of the Assembly 
Appropriations Committee. 

AB 1029 (Horton, 2005/2006) would have required the FTB to include a general question 
regarding change in ownership or control of entities that own real property in California in lieu of 
the specific questions mandated under current law.  Governor Arnold Schwarzenegger vetoed 
this bill on September 29, 2006.  See Appendix A for the veto message. 

SB 17 (Escutia, 2005/2006) and SB 17 (Escutia, 2003/2004) would have required the FTB to 
furnish to the BOE names and addresses of entities that either fail to respond or respond 
affirmatively to the real property change of ownership question on their income or franchise tax 
return.  SB 17 (2005/2006) failed to pass out of the house of origin before the Constitutional 
deadline.  SB 17(2003/2004) failed to pass out of the Assembly. 

AB 2777 (Stats. 1980, Ch. 1349) added the provision requiring the FTB to include the change in 
ownership question on the forms for applicable entities. 

OTHER STATES’ INFORMATION 

The states surveyed include Florida, Illinois, Massachusetts, Michigan, Minnesota and New York.  
These states were selected due to their similarities to California's economy, business entity types, 
and tax laws. 
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Florida, Illinois, Massachusetts, and Minnesota require taxpayers to file a business activity 
questionnaire that includes questions about changing ownership interests during the tax year.  
Michigan requires taxpayers to file a property transfer affidavit within 45 days of the transfer.   
New York requires taxpayers to indicate on the tax return whether there has been a change in 
ownership during the “last three years.” 

FISCAL IMPACT 

This bill would not significantly impact the department’s costs. 

ECONOMIC IMPACT 

This bill would not impact the state’s income tax revenue. 

SUPPORT/OPPOSITION1 

Support:  California Association of Realtors; California Business Properties Association; California 
Business Roundtable; California Chamber of Commerce; California State Association of 
Counties; City of Sacramento; Los Angeles Mayor Eric Garcetti; Los Angeles Chamber of 
Commerce.  

Opposition:  California Taxpayers' Association; California Tax Reform Association (unless 
amended); California Teachers' Association.    

ARGUMENTS 

Proponents:  Some would say that this bill is necessary to close a loophole in the tax system that 
allows an avoidance of property reassessment in certain situations where a business entity 
changes ownership. 

Opponents:  Some may argue that the increase in the property taxes paid by the affected entities 
will result in higher prices for goods and services, a decrease in profits to owners and investors, 
lower wages for employees, and will harm the California economy. 
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Mandy Hayes 
Revenue Manager, FTB 
(916) 845-5125 
mandy.hayes@ftb.ca.gov 

Jahna Carlson 
Asst. Legislative Director, FTB 
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1 As noted in the Assembly Revenue and Taxation Committee analysis dated June 23, 2014. 
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APPENDIX A 

VETO MESSAGE - AB 1029 (Horton, 2005/2006) 

To the Members of the California State Assembly: 
 
I am returning Assembly Bill 1029 without my signature. 
 
Current law requires property to be reassessed at full market value when there is a change of 
ownership.  When property is owned by a legal entity such as a corporation or partnership, a 
change of ownership occurs when one person or legal entity acquires more than 50 percent of 
the ownership interest. 
 
This bill would allow a county assessor to increase property taxes on a piece of property if the 
assessor has information that a change in ownership has occurred but a change own [sic] 
ownership statement has not been filed.  While I support allowing county assessors to collect the 
appropriate tax on property that has changed owners, it is important to ensure that requests are 
sent to and received by the appropriate parties in order to establish a change of ownership has 
actually occurred before assessing additional taxes. 
 
I encourage the proponents of this bill to work with property owners to revise notification 
procedures to ensure proper notification is delivered to all impacted parties before increasing 
taxes. 
 
Sincerely, 
 
 
 
Arnold Schwarzenegger            


