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' . ST A TE OF MAINE AN INFORMAL · OPlNIOr 
Inter ... Departmental .Memorandu1n Date June 2· ' 197 4 

To Robert Beattie, Chief Examiner 

From Donald J. Gas ink, Asst. Atty. Gen. 

Depc._Bureau of Taxati-on

Depr. Bureau of' Taxation 

Subject -Trade-ins between -Chrysler Leasing and. Chrysler Motors 

Based on the facts _presented in the memo from Ronal°d ·Malone 
and on the contracts · between the two corporat'ions., · I_conclude -. 
that the "trade--ins II fro.m Leasing to Mo~ors 1n the form or: sales 
by Leasing .on ·behalf of Motors· to Chrysler dealers- through ."Recon. 
Centers II are not. valid trade-ins~ 

Preliminarily, I should poiht out that my ana'iysis is : based 
on the· assumption that b_oth contracts. (_May 27., ·J,971 and D~cember· .i6, . 
1971} are in force. Mr .. Mead' ·s .letter appears . to ·support this •. . 
assumpt:J,oh. I .mention this• i.z:i p~ssii;1g only-. becaus·e . . the December 16. 
agreement, in section 20 ,' indicates that all prior. agreements f(?r· . • 
leasing_ are term;i.nated, . which might have included· the i'.,1ay. 27-. 
agreeme:pt. • • 

. My conclusion . that. the "trade-ins" are irtva.l .id results· from· 
my interpretation of the contract and· b·ecau·se the fact.s ·do.· not .•. 
conform to ·the contract. • • • • 

By the requirements of the M~y ·27, 19·71 contract, the-: fo.llow~ng· 
is • .to ·have taken place. or is· relevant in a traqe-in situati_on: • 

1. Leasing delivers_ to Motors for each trade.:..1n 
"a properly executed Certificate of T:Ltl~, 
duly assigned to Dealer. (Motor~) or its•· 
nominee or agent .. 11 .(V. • B.) .. .. . . . . . 

2. Leasing, apparently via ·1nventory . ·and : 
control reco~ds, accounts .to Motors for 

.each. trade-in. (V .. C.) . . 

3. Deli very is effective 11Upon the transf·er 
of. a · properly executed Certificate of Title 
assigned to Dealer (Motors) or -its· 
nominee or agent·." (Misc. Prov. B. ) .. 

4. Physical delivery is contemplated, both in 
Misc. Prov. B: and in III. ·B. . . 
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The reconditioning centers are run by. Leasing, I assume. 
I assume this. because of the wording in Ronald Malone·' s memo 
and oecause of section 7. of the .December contract. So the t ·rade
in vehicles. in question .are not physically delivered as j,s 
contemplat_ed in the May contract. • 

Given that th·e vehicles are not delivered as r .equ:i.red in the 
first cont.ract, the issues are (1) whether the : December 16, . 1971 
contract has been complied witp so that Leasing can sell.on.behalf 
of Mot·ors, without physical delivery to Motors, and ·(2) what 
effect the December cont.ract was to have on the May c·ontract I s . 
requirement that the Certificate of Title b.e · properly exe·cuted· 
to show transfer . tQ Motors or Motor's nominee o~ agent. ·. 

(1) Whe.:tp.er the December 16, .1971 contract has been .'complied 
~1th so· that Le~sing can sell. on behalf or M6tors _ w~thout physical 
deliy.ery ~o Motors: 

As • relevant t.o · the trade-in issue, the -December contract . 
contemplates p-µrchases of. vehicles by Lea~ing from Motors. Sect·ion 
6 of the contract does . not involve sale~ _of vehicles which have 
been ·own~d by Lea~ing and hence 1s not · relevant.· •. Section 7 · 1s the 
only applicable provision. 

. . 
Section 7 give~ Lea~ing the power to s~ll vehlcl~s whic& 

would have been traded-in ·to _Motors. on be.half of Motors _only , 
"at Motor's reque~t . 11 Th.en, Leasing must send the proceeds·· to 
Mot·ors·. • The section is silent as to· what the • ce·rtificate • of . 
Title is to indicate. •• • 

First, the information given by Mr. Malone d.oes not indicate· 
that Motors rnakes the required request. At pres·ent; ·and until 
requests from Mot·ors ar.e • proven for each. trade-in .claimed .under . • .. 
this . section, I would not advise · recpgnizing any of the ._sales
instead-of-physical-delivery .transactions as valid trade-ins. -under 
Maine _law. ·· Also, . Mr. Malone's memo does not mentio'n that the 
~roceeds are or ~re not sent to Motors. • • • 

(2) What effect the December contract was 
.May contract's requirement that the Certificate 
p~operly executed to show tran~fer to Motors · or 
or agent: 

to have on the 
of Title be 
Motors' nominee 

· , . 

Difficult issues present themselves here~ The December 
contract in section 22 apparently means that Michigan law 1s to 
be used in interpreting ·the impact of the December contract on 
the May contract. I do not have even the faintest notioh of 
what Michigan 1 aw is on the int_erpretation of two _contracts of th,is 
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nature. My conclusion is that· the Bureau should assume that the 
Certificate of Title requirements are applicable, even though 
modified by the December contract, and that there _should be some 
notation in the Certificate about a transfer · to 'Motors by Leasing 
and then a Motors' assignment to .Leasing :for purpose of sale 
before the auction .sale actually takes place .. Even the .latter 

-assignment on a Certificate might be questionaqle since section 
21 of the December contract says that Leasing ·cannot be. an agent, 
and Michigan law on -assignments . versus agency should be know~. 

Since I think the .Certificate is the ·crucial. document, the · 
sample invoice is irreleva·nt . . Even ·if the in~oic~ ·were i~portant, 
the assertion. about the assignment · on the invoice only niakes • sense. 
if ·the vehicle was physically .delivere·d to · Motors. With physical 
delivery. it would be necessary for L_easing ·to transfer its 
interest to Motors· so that Motors could · sell it. · If the vehicle 
is sold by Leasing for ·Motors, the assigz:unent does· not ~ke _any 
sense, since Leasing· has -titl·e .. before the assignment and. Leasing· 
1s suppose·d to .b·e doing the ·selling for ~otors - · but the invoice . 
does not say anything ab6ut . Leasing 1 s •pciwer to.sell for -~otors. 
All of this is • 1rrelevant,. anyway, since Mr·. Malone indicates .. _. 
that Leasing has full . title on -the Certificate when the ·vehicle 
is -~old to the buying dealer~ • 

. . ' 

As summar 1:: I . haye 'focused on two elements . that lea_d me ·to 
advise the Bureau. not · to recognize these transactions .as valid 
tr~de~ips. First, · there is rio evidence of reque~ts by Motor~ 
to have Leasing sell the cars . . Second, the Certifi~ate· of Title 
never show~ a return of any. ownership to Motors before ·th~ auction 
s.ale. 

Since these contract provi~ions _ have apparently· not beeri 
c6mplied with,. I do not think the transactions ·should · b& • 
recognized as _trade-ins.·. Had the contracts been fully _.complied 
with, then it would be a Bureau decision as - ta whether to . 
recognize contracts of this nature. I might also add .that 
36 -M.R.S.A. §1765 is rather brief, but 11taken in trad.e 11 could 
support a position that only would recognize as valid a trade-in 
involving physical delivery. 

DJG:gr 


