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This is in response to your letter of July 30,
1976, whick was directed to our Hollywood office. Your letter
was referred to this office for reply.

mmmmmamal
partnership n=mad PR . whose princinal
offices are located in . . mramﬂ:erofyeam the
sole business of the partnership has bean to leass: trucks
ard ecuipment. to ane corporation. 7The parthership at no time
makes sales to anyane. It do=s not have a seller's pexmit,
partnership were purchased in transacticms for which sales
ta: reirbursement was collected. All trucks and equipment
are leased in substantially the same form as ariginally pur-
chased. :

The partnership is crmprised of three related
individuals, A, B, and C for convenience. It is contenplated
mmmﬁpmmmmmiwmm
buted to the partners in liquidation. Each partnergedll receive
a 1/3 undivided interest in all assets wvhich consist entirely
of the trucks and equinrent. Upon liquidation of the partner-
shippartmarsBmdevdllaellandxo:ﬂnix.;/Bmdivﬁhd
interests to individoals D and E. The purchase price for
each 1/3 interest is approdmately $29,000, a figure arrived
at in arms length negotiations,
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title of tangihle personal property for a consideration.
{Rev. & Tax. Code § 6006.)

S~cond, the sale by partners B and C of their
interssts in the assets acquir~d by them in the limidatien
would be subject to the tax to the extent that the assets
inclunde vehicles tarxable under Chaptar 3.5 of the Sales and
Deze Tax Law. Assuming that partners B and C are not licensed
or certificated purauant to the Vehicle Cdde as dealers, the
applicable tax will be a use tax payable by purchasers D and
E. The measire of tax with respect to the vehicles would be
that porticn of tho $29,000 purchase price atiributable to
the transfer of the wvehicles. [Rev. & Tax. Code §§ 6275,
6282, 6292.] -

Third, the transfer by A, D, and E of ass=ets to
a new partnership as a capital contribution will not occasion
the application of a tax. [Reg. 1595(b) (4), copy enclosed.]

Yourth, the lease trznsactions between tha new
partnership and the corporation will be subject to tax to the
extent that the items leased do not qualify as mobile trane-
partation equizment. The tax will apply because the property

will not be “taxpaid™ in the hanis of the , the new
partnership. The new partmership will not have an election
to place the nomwbile transportation assets on “taxpaid”

a
basis since the assets would have been acquired in a
free transaction. Purther, the "taxpaid® status would not
carry over gince the "transferor™ would be A, D, and E as
individuals and not the terminating partnership. [Rev. &
Tax. Code §§ 6006,601C.] ..
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Pifth, to thd axtent ‘that the naw partnarship is
leasing mobile transportation equirment, these leases will
not ba regardad as sales and tha tax will not apply. e note
that ths for-hire limitation on mobile transportation equip-
ment was raoved affective January 1, 1972. Thas all txans-
portation equipment except passenger vehicles as defined in
Section 465 of the Vehicle Code, trailers and baggage containers
designed for hanling by passenger wehicles, or “ane-way rental
trucks” qualify as mobile transportation equipment. [Rev. &
Tax. Code §§ 6006, 6010, 6023, 6024.])

Very truly yours,
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