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SOURCE: Bruce’s Beach History Report, manhattanbeach-dot-gov  /  Images courtesy of the California African American Museum
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Legal Issues
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• State legislation – SB 796

• Genealogy/heir determination
─ Adoption

• Federal taxes

• Ryan lawsuit

• County negotiations
─ Transfer Agreement
─ Lease back

• Entitlement

• Appraisal

• Title insurance
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Friendly Amendments to SB 796
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• Constitutionality

• Surplus Land Act

• State Income Taxes

• Transfer Taxes

• Use Restrictions



Tax Issues
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Is the return of the Bruce’s Beach 
property a taxable event to the 
Bruce family?
– “All income from whatever 

source derived” (IRC Section 
61(a))

– Was there an “accession to 
wealth” or merely a “return
of capital”?

– Other examples: payments
of reparations to prisoners of 
war, Native Americans and 
Holocaust survivors

Does basis step-up apply to 
Bruce’s Beach in the hands
of the Bruce family?
– What if the property had

never been taken from
the family?

– What is a recipient’s tax
basis in non-taxable
payments of reparation?

Is there any estate tax
associated with the
return of Bruce’s Beach?
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Joseph Ryan’s Claims
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LA County’s transfer of property to
the Bruce family pursuant to SB 796 
constitutes an unconstitutional gift
under Article 16, section 6 of the
California Constitution:

“The Legislature shall have
no power to . . . make any gift
or authorize the making of any
gift, of any public money or
thing of value to any individual, 
municipal or other corporation[.]”

The transfer violates the Public Use 
Clause of the Fifth Amendment and 
the Equal Protection Clause of the 
Fourteenth Amendment of the US 
Constitution



Bruces’ Claims
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Returning Bruce’s Beach to the Bruce 
Family serves the public’s interest in 
eliminating structural racism and bias in all 
of its forms, and therefore, it is not an 
unconstitutional gift.

The Legislature is entitled to deference 
as to what constitutes a public purpose 
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• LA County returns property
to Bruce family

• Bruces lease the land
back to the County

• Bruces can require the 
County to buy the
property for $20M

• CA tax issues resolved

• Federal tax issues pending



SIDLEY AUSTIN LLP 36





This presentation has been prepared by Sidley Austin LLP and Affiliated Partnerships (the Firm) for informational
purposes and is not legal advice. This information is not intended to create, and receipt of it does not constitute,
a lawyer-client relationship. All views and opinions expressed in this presentation are our own and you should not
act upon this information without seeking advice from a lawyer licensed in your own jurisdiction. The Firm is not
responsible for any errors or omissions in the content of this presentation or for damages arising from the use
or performance of this presentation under any circumstances.

Do not convey to us confidential information until you speak with one of our lawyers and receive our authorization
to send that information to us. Providing information to the Firm will not create an attorney-client relationship in the
absence of an express agreement by the Firm to create such a relationship, and will not prevent the Firm from
representing someone else in connection with the matter in question or a related matter. The Firm makes no
warranties, representations or claims of any kind concerning the information presented on or through this presentation.
This presentation is dated December 8, 2022 and changes in laws, rules and regulations (or their interpretation) thereafter
could materially affect the content of this presentation.

Attorney Advertising - Sidley Austin LLP, One South Dearborn, Chicago, IL 60603, +1 312 853 7000. Prior results
do not guarantee a similar outcome. Photos may include Sidley alumni or other individuals who are not Sidley
lawyers.  Photos may be stock photographs.

DISCLAIMER
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CONTACT INFORMATION

PHONE: (213) 896-6022
EMAIL: GFATHEREE@SIDLEY.COM
CONNECT WITH GEORGE ON LINKEDIN

LEARN MORE ABOUT SIDLEY’S WORK 
ON THE MATTER HERE

mailto:gfatheree@sidley.com
https://www.linkedin.com/in/fatheree/
https://www.sidley.com/en/ourstory/ourstorieslanding/sidley-team-paves-the-way-for-progress-with-bruces-beach-pro-bono-win

	Slide Number 1
	Slide Number 2
	Slide Number 3
	Slide Number 4
	Slide Number 5
	Slide Number 6
	Slide Number 7
	Slide Number 8
	Slide Number 9
	Slide Number 10
	Slide Number 11
	Slide Number 12
	Slide Number 13
	Slide Number 14
	Slide Number 15
	Slide Number 16
	Slide Number 17
	Slide Number 18
	Slide Number 19
	Slide Number 20
	Slide Number 21
	Slide Number 22
	Legal Issues
	Slide Number 24
	Friendly Amendments to SB 796
	Tax Issues
	Slide Number 27
	Slide Number 28
	Joseph Ryan’s Claims
	Bruces’ Claims
	Slide Number 31
	Slide Number 32
	Slide Number 33
	Slide Number 34
	Slide Number 35
	Slide Number 36
	Slide Number 37
	DISCLAIMER
	Slide Number 39
	Contact information��Phone: (213) 896-6022�Email: gfatheree@sidley.com�Connect with George on linkedin��Learn more about Sidley’s work on the matter here

