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San Francisco Supervisors Propose Increase  
in Real Property Transfer Tax  
by Richard E. Nielsen, Craig A. Becker and Jonathan A. Mikhalevsky  

On July 22, 2008, the San Francisco Board of Supervisors voted 10-1 to place 
Supervisor Aaron Peskin’s proposal to increase the city’s Real Property 
Transfer Tax on the November ballot. The proposal expands the definition of 
“realty sold” and increases the tax on real estate transfers of $5 million and 
above, applying a tax of 1.5% on the full amount of the purchase.  

In an effort to increase San Francisco’s tax revenue, Supervisor Peskin’s measure would increase the 
transfer tax from 0.75% to 1.5% for the transfer of real property with a sales price of $5 million or more, 
expand the definition of “realty sold” to include the transfer of controlling interests in entities owning real 
property and apply the tax to transfers of leaseholds of 35 years or more.  

State law requires that tax increases affecting real property transfers appear on the ballot and be approved 
by a majority of the electorate to become operative. A similar proposal seeking to increase the Real Prop-
erty Transfer Tax on property costing at least $1 million was defeated by voters in 2002. 

Peskin’s Tax Proprosal 
Among the more controversial provisions for taxpayers are: 

 Doubling the Real Property Transfer Tax on realty sold for a sales price of $5 million and above, 
bringing the tax to a rate of 1.5% on the full sales price. 

 Expanding the definition of “realty sold” to include any acquisition or transfer of ownership interests in 
a legal entity that would prompt a Proposition 13 reassessment under California property tax law. 

 Applying the Real Property Transfer Tax to transfers of leaseholds of 35 years or more, rather than 
the current tax on transfers of leaseholds of 50 years or more. 

 Exempting up to one-third of the Real Property Transfer Tax on residential property for the cost of 
installing an active solar system, not to exceed the cost of installation and only if the Assessor has 
approved an exclusion from reassessment for the value of the system. 
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 Exempting up to one-third of the Real Property Transfer Tax on residential property for the cost of 
seismic retrofitting improvements or improvements utilizing earthquake hazard mitigation technolo-
gies, not to exceed the cost of installation and only if the Assessor has approved an exclusion from 
reassessment for the value of the system. 

For further information, please contact: 

Richard E. Nielsen (bio) 
San Francisco 
+1.415.983.1964 
richard.nielsen@pillsburylaw.com 
 
Craig A. Becker (bio) 
Silicon Valley 
+1.650.233.4725 
craig.becker@pillsburylaw.com 
 

Robert C. Herr (bio) 
San Francisco 
+1.415.983.1038 
robert.herr@pillsburylaw.com 
 

Jonathan A. Mikhalevsky is a law student working as a summer associate at Pillsbury. 

This material is not intended to constitute a complete analysis of all tax considerations. Internal Revenue Service regulations 
generally provide that, for the purpose of avoiding United States federal tax penalties, a taxpayer may rely only on formal written 
opinions meeting specific regulatory requirements. This material does not meet those requirements. Accordingly, this material  
was not intended or written to be used, and a taxpayer cannot use it, for the purpose of avoiding United States federal or other  
tax penalties or of promoting, marketing or recommending to another party any tax-related matters. 

This publication is issued periodically to keep Pillsbury Winthrop Shaw Pittman LLP clients and other interested parties 
informed of current legal developments that may affect or otherwise be of interest to them. The comments contained herein 
do not constitute legal opinion and should not be regarded as a substitute for legal advice.  
© 2008 Pillsbury Winthrop Shaw Pittman LLP. All Rights Reserved. 
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