
December 7, 2000

Re: Our file Number LR -00 -028; Sales and Income Tax consequences of a
series of transactions. 

Dear

This is in response to your inquiry in which you ask if a sales tax or income tax
liability will arise from any of a series of transactions. I have scanned into this letter your
fact situation for each of the transactions and each is followed by our analysis: 

First, wholly owned subsidiary number 1 ( " Sub 1 ") will be merged into a newly
formed limited liability company ( "LLC ") in what will constitute a tax free
liquidation of Sub 1 under section 332 of the Internal Revenue Code of 1986, as
amended. 

Sales Tax Response: This transfer will be exempt from sales tax provided the transfer is
done upon the organization of the " LLC" and the interest of the members of the limited
liability company is substantially in proportion to the interest in the property prior to the
transfer. Please refer to 68 O. S. Section 1360( A)(6). 

Second, all of the membership interests of the LLC will be contributed to an
existing Oklahoma limited partnership ( "X" ). 

Sales Tax Response: This transfer will be exempt if the members of the LLC retain an
interest in the Limited Partnership and if sales tax has previously been paid on the
property. Please refer to 68 O. S. Section 1360( B). 

Third, our client will merge another existing Oklahoma limited partnership (" Y ") 

into X. X will be the surviving partnership. 

Sales Tax Response: This transfer will be exempt if the partners of the Oklahoma
limited partnership ( "Y ") retain an interest in Oklahoma limited partnership ( "X ") and if
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sales tax has previously been paid on the property. Please refer to 68 O. S. Section
1360( B). 

Fourth, X will be merged into a newly formed Delaware limited partnership ( "Z ") 

Sales Tax Response: This transfer will be exempt if the partners of the Oklahoma
limited partnership ( "X ") retain an interest in the Delaware limited partnership ( "Z ") and

if sales tax has previously been paid on the property. Please refer to 68 O. S. Section
1360( B). It may also be exempt under Section 1360( A)(4) if the interest in the
partnership received by each member is substantially in proportion to their interest in the
property prior to the transfer. 

Finally, after the merger, an unrelated entity will contribute assets to Z in return
for the issuance of a new limited partnership interest. 

Sales Tax Response: This transfer will be exempt if the unrelated entity retains an
interest in Oklahoma limited partnership ( "Z ") and if sales tax has previously been paid
on the property. Please refer to 68 O. S. Section 1360( B). 

All of the transactions described will generally be exempt from Oklahoma Income
tax if they are exempt from Federal Income tax. 

This response applies only to the circumstances set out in your request of January
8, 2000. Pursuant to Commission Rule 710: 1- 3- 73( e), this Letter Ruling may be
generally relied upon only by the entity to whom it is issued, assuming that all pertinent
facts have been accurately and completely stated, and that there has been no change in
applicable law. 

If I can be of further assistance, please feel free to contact me. 

Sincerely, 
OKLAHOMA TAX COMMISSION

Michael G. Pillow

Tax Policy Analyst


