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This is in response to your letter of Ilay 26, 1571
sddressed +to ir. T. P. Putnam, vhich wes referred to the under-
signed for reply. -

You ask for our opinion as to the sales and use Tax
consequence of the following proposed Transaction: :

Your client is a corporation vialch we will call "Pzreni'.
Pzrent owns stock in numerous other corvorations, three of vaich
we will call Corporavtions "AY, "B¥, and "C". Parcnt owns all of
+he issued and outstanding stock of Corporations A and 3, and 75
percent of the issucd and outstonding stock of Corpora®on C.
Corporation A operctes three equipment rental yards. Corporation
B ovns and leases equipment, but does not operate an cquipment
rental yard. Corporation C operates an equipment rental yard.
Corporations A and C have elected To pay tax upon the acquisiiion
of their equipment and not cherge tax on the rental receipts.

The Parcnt is considerinzg haoving Corporation A transfer
all of its assets used in the operation of two of its three yards
+o Corporation B, &nd 211 of the 2czets of its third yard to
Corporation C. The transfer would cover substantially all ol tae
ascets of Corporation A. In consideration for the trancfer,
Corporation C would issue additional stock to Parent, so that
Porent would ovm 90 percent of the stoclit of Corporation C imme-
diatecly after the trarnsfer. Corporation D would then continue to
opcrate the two equipment rentel yards transferred to it by
Corporation A, and Corporation C would continue the operation of
the yard vhich it owned prior to the transfer and the additional
equipment rentzl yard transferred to it by Corporation A.

It is your belief that under the foregolng facts the
transfer by Corporation A of substantially all of its aczcets to
Corporations B cad C would qualify as =n occasionel salc pursu-

_ant +o the provisions of Revenue and Taxatlon Code Sectlon
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6006.5(b), and that the rental of the cquipmont acquired froa
Corporation A by Corporations E and C would nct be subject to th
imposition of sales or use tax npursuant to the provisions of Rev-
enus and Taxation Code Section 6006{z)(5)(A).

Ve agree with your -conclucion.
Ver_wf truly yours,

Glenn L. Rigby
Tes: Counsel
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