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STATE OF MAINE

Inter-Departmental Memorandum  Date jtay 8§, 4063—
To_Bruest H. Johnsam, State Tast Asgeoder Diy._Buresu of Tamation |

FromJOlR W, Beneit, Asat., Atty. Cemsxal Der Y ™ "

Your memorendum of Hey 4, 1962, is snxwered bolow,

Zhs Taote:

The faots atated in Mr. Cox' letter ars that "Corperstien A

will be licuidated and all {ta scustm, incluwding & metow vehicle,
tranaferred to iks stookholders. Immsdistely upon receipt of the
aageta the stockholdars, pursuant to sn sagreensnt made by them
with Corporation B at the time of the vots to liquidate Corpora~
tion A, will sell them sll, ingluding the motor vehicle, to
Cerporation B in exchange stock of Gorperation B."

Mr. Cox states that, in his epinion, there is ne questisn but
that the szals of the weter belicle the stoskholders to Qorpers-
tion B would be taxable. ' F '

Ihe Guestion:

Whathar, under the facts, the transfer of the moter wvehiele by
m'tim A to its steockholdarz, or the trensfer ¢f the meter
‘ by the steckholders to Corpsretion B, constituts aales
:aa-u:;gﬂ.umahlmnitymm aelos ond oua

o2 : )

The Ansver:

Beth transfers sye tazable events.,

tTha O oW 3

Cox, though of the opinien that a tramsfer from the ghareholders
to Cexperation B would ha a taxable event, is of a diffevent
opinion regerding the transfer fyom Corporation A te ths shere-
holders. He writes that "setually the stockholders are nothing
mere or less than a conduit. Chapter 17, section 1l6«A, prevides
that the tax "shall be lavied upon all isolated transactions

invelving the sale of wotor wvehicles . . . .' It does Dot seem
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"to me that the liquidation of a ecorporation and the distribu-
tion of its asceis to its steskholders involves & sale. Mors-
over, it seena te me that the transafer would not be subject te
ase tax becauss no ‘vetail sale’ is invelved.”

If a dissolution ccemrred there would be no sale of the vehisle.

"Sse. 118. On dizsolution, estate vests
in shareholders.~=When a corperation ia
dissolved, its raal and personsl estats

is veated in the persons who were et the
time, shareholders, as tsnants i{n cormon.”
Chepter 53, R.3, 1954, B

Tert material is in asccoxd.

"Stated in anether way, the vule is that
after the dissclution of a coxporation, its
property passes to ite steckholders asubjeot
te the payment of the gorporate dabie."

13 Am, Jur. Corperation, sec, 1352,

Diasolution destroys the stock and substitutes the thing whieh
the stock repfessnted. According to the given facts thers would
exist no dissolution. Diassolution does not occur by sale of all
the 'mrgmta property snd settlemant of concerns and division
of surpius. Merely cessing to transsct business does hot work a
diasolution. Ses Tozier v. Woodwerth, 135 Me. 49.

A vote by stockholders to liquidate the corporation does nat
pasg title in cerporate assets to the stockholders.

Lagal title to corporete propexty is in the corperation and from
tima to time such preperty may be transferred to shareholdexrs.

"A corperation ia for mvet p Se8 Aan

entity distinet from its individual
msembers or steockhalders . . . . By the

very neture of a corporation, the

corporate preperty is vested in the corperation
itself and not in the steckholdars.”

13 Am, Jur., Corporations, sec. 6.

Yiteckholders of a corporation have the
same vight that strangesrs have to purchase
ite property . « « "

13 am, Jur., Corperations, sec. 4L5.

In conclusion, Corporation A possesses legal title to the motor
wvahicle which title will be unaffected by the sateckholders® vote
‘to liquidate the company. The vote will wmerely authorize the
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sale of asgets the corporats efficers. A subsequant transfer
of title te tan:zbh psroonal proparty frem the corperation to

the gharsholders is a taxebhle event when such prognrty is a wotor
vahicle, providing there is censideration for such transfer. See
section 10-A and the definition of "sale" in section 2 of the sales
and use tax law. I understand that the commideration tu be given
by the steckholders ia their stock in Corporation A. Later, it

is neted, tha stockholders of Corporatiom A are to tramsfer the
vahicls to Corperation B, I1f, pr to the time of tranafer from
Corporation A te its shareholders, title is in the cerporation

and no considaration emits frem the sharcheldars, would Corpora-
tion B sequire any title from such shareholders? According %o

owr law does not & sale constitute the passing of consideration?

"5 sale of goods is an agreement vhareby
the saller transfers the proparty in
goeds to the buysr for a censideratioen
ealled the price.™

Chaptey 185, sec, 1 of 1954, R.S.

As for pour guestion whather the tramsfer of the vehicle from
the stoskholdars of Corporstiom A to Corporstion B conatitutes
a taxable svent I am in sceord with Mr, Cox that such transaction
is & tawable sele. : 8

JuB sapd
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