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As req-aested in your note of Januar:z 28, J.982, ,re 
have revic-..,ed ·M,.=. :materia1 you attached concerning the dis­
tri;::iuti.an of tha assets of the part:lership called H 

We under:ltand the pa_-rt:iership was formed in 1975 and 
~..r. W and Mr. H . were equal partners. On November 4, 
1930, the dissolution agreer..ent was entered into whereby one of 
+-11e pa::-c~ls of raa1 property of the part::.ership was transferred, 
in fee to Er. IT iand t:.-ie ot."ler parcel of property located 
i:n Riversi:i'= County was tra.-isferred in fee to !-ir. H ~ It 
is the parcel i::i. Riverside that is t..lie subject of dispute. 

:.-Jr. F. · ~ Nr. w· l attorney, contands that 
o~ly 50% cf the properly should be subject to reappraisal as a 
c .. ½.a..~ge in cr:--n1ership. His contc~tion is t.½.at .Hr. w , always 
Qi.med SOiJ of tile property of the par-...nership, since he was ona 
of tb.c 1:-wo equal part...--i-ers. 

For t:ie following reasons, I r.n.ist respectfuJ.1.y dis-
agree with lir.. !?: • 

[ 

Th.e Legislatura adopted the entity t.heorJ in dealing 
wit.li partnership property for change in o~-mership purposes.. A.s 
indicated in Secticn 61 {i) of the Revenue and Taxation Code,. 
transfers from su.ch legal entities are to be regarded as changes 
i,n 011nersh.ip. In essence, t..1i.ey have concluded the entity is the 
O";;ner of tha proper Ly and not the intl1_ ,-7idual partners. The only · 
exception to this is cont.tl.ned in Section 6 2 {a) of tlle Revenue 
and Ta:~atlon Code. 

Ho-wever, in our opinion, in order to come wi t.½in the 
e.:.{clusion of Section 62 {a) , the "proportional int';rests" in the 
property nus t be identical boti). before and after the subject 
transfer. Under t...1le aggregate t..t'-ieory of Section 62 (a) , the t"wo 
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part.,crs were regarded as t11a annerz of t.'½e prope~.1 rather 
i:ha....'1. the partnership. They were for all intents and purposes, 
treated as co-tenants 6fl t..~e property for the pu_i-poses of 
Section G2 ( a) • The percentage o-.mersb.ip th.ey each. held in the· 
~otal property of the pa~-tnership equated to their pa..-tnership 
interest. When t..~e partnership dissolved, it was necessar.1 for 
them to retain the sa.ni.e proportional. interest in the subject 
prop~rty. In the case described above, the proportional owner-
ship interests in the property chilllged; i.e., prior to the trans-
fe= !:!, , ai."'1d W were co-owner-3 of all t.i.'le proper't1 ... ; after­
ward.::;, t,,1ley were not. Even t..11.ough the property was distributed 
based on th.e dollar value of H and W L.--iterest i:-i 
t.½.a partnership, tJ1e fact remai.ns that their proportional ownar­
sbip interests in t.."ie various properties changed. 

Su.t-ronarlly, it is our opinion that under Section 62(a) 
~,J.ess the proportional owner.lhin interests in the property are 
identical both before and after t.rie transfers, we will consider 
a ch.anga in ownership to haVe occurred and subject to reappraisal. 
u:.n.di::r Section 61 (i} of t..1-ie Revenue and Ta=mtion Code. 

Mr. F. argument contained in the last paragraph 
on page 1 of his Ja.."luary 22, 19 82, letter ia not well t.Zlka..Tl.. Such 
procedure woul.d be loo};.ed upon as a step tra.."'lsaction und.ar the 
Kimbell Diamond rule, 187 F. 2d 718 ( l•l T .C. 54) (1951) • In suc..-i 
a case, we would consider the transfer as occurring between t.~e 
partnership di=ecily to the partners. This would be a cause for 
reappraisal of the totaJ. property under Section 61.(i) of the 
Be .... -e:m.1e and Ta.~ation Code. 

Ver.{ truly yours, 

Glenn L. Rigby 
Assista.~t Chief counsel. 
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