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STATE
STATE

OP NEti' YORK
TAX COM}IISSION

In the llatter of the Petition
:

of
:

MONARCH LIFE INSURANCE COMPATVY
:

For a Redetennination of a Deflciency or
a Refund of Stock Transfer :
Taxes under Article(s) L2 of the
Tax law f.or the (Year(s) :

APFIDAVIT OF }IAILII{G
OF NOTICE OF DECISION
BY (CERTTFTED) r{aIL

State of New York
County of A1bany

Martha Funaro r belng duly swornr deposes and saya that

she is an empl-oyee of the Department of Taxation and Financer over 18 years of

age; and that on the 8th day of June , L97L, she served the nlthln

Notice of llecision (or Determlnation) by (certtfied) mall upon Monarch Life

Insurance Company (representatlve of) the petitloner in the wlthln

proceedLngr by encloeing a_true copy thereof in a seeurely sealed postpald

wrapper addressed as follows: Monarch Life Insurance Company
1250 State Street
Springfield, Massachusetts 01101

and by deposlttng same enclosed in a postpald properly addressed nrapper ln a

(post office or official- deposltory) unds the exclugive care and cuetody of

the tlnlted States Post Offlce Department withln the State of l{ew York.

Ttrat deponent further says that the sald addressee ie the (representatlve

of) petttloner herein and that the address set forth on sal.d wrapper le the laat

known address of the (representatLve of the) petl.tLoner.

Sworn to

Bth day
\ . . - . i .1 \

before

of

nre this

ilune ,L97L



STATE OF NEW YORK
STATE TAX COMHISSION

In the Matter of the Petition

of

MONARCH IIFE INSURANCE COMPAtr{Y
:

For a Redeternination of a l),eficlency or
a Refund of Stock Transfer 3
Taxes under Article(s) fZ of the
Tax l,aw for the (Vear(s) :

AFFIDAVIT OF }IAILING
OF IIOTICE OF DECISTOII
BY (CERTTTTED) HAIL

State of New York
County of Albany

Marttra Funaro , belng duly sworn, deposes and cays that

she is an employee of the Department of Taxation and Finaneel over 18 years of

ag€r and that on the 8t}r day of June , LqT:- , she ssved the wlthln

llotlce of Ilecision (or Determinatlon) by (certified) mall tipon John F. Forner,

ilr., Esq. (representatlve of) the petitloner in the wlthin

proceedingt by encloeing a true copy thereof in a securely sealed postpatd

wrapper addressed as followg: ,John F. Forner, Jr., Esq.

;6"r:ii:"i.i3:["'u' 
rlatt & Forner

and by depostting same encr"""fT"":od."TFH*t?f5n.ri'?!utressed nrapper in a
(post office or offieial depository) under the exclugive care and cuatody of

the United States Pogt Offlce Department withln the State of l{en York.

fitat deponent firrther says that the sald addressee ie the (representatlve

of) petltioner herein and that the addrees set forth on sald Eapper 1g the lact

known address of the (repreeentatl,ve of the) petitloner.

Sworn to

Bth day

before me thls

of ,June , L97L
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STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the APPlication

o f

MONARCH LIFE INSI]RANCE COMPAITY

for a Hearing to Review a Determination
denying a claim for Refund of Stock
Transfer Taxes imposed pursuant to
ArticJe 12 of the Tax

DECISION

ftre taxpayer having f i led an application pursuant to Section

2gO of the Tax Law for a hearing to review a determination denying l

a claim for refund of stock transfer taxes imposed pursuant to

Article L2 of the Tax Law and a hearing having been held on

February 25,  Ig7O, before Nigel  G.  Wr ight ,  Hear ing Of f icer ,  and

the record thereof having been d.uly examined and considered,

tlre State Tax Commission herebY

FINDS:

l. Ttre issue in this case is vrhether a taxable transfer of.

stock occurred in New York State when two foreign corporations merged

and, later, the portfol io stock ovrned by the extinct corporation

was transferred into the name of t l .e result ing corporation on the

books of a transfer agent located in New York.

2-  Tt re amount  c la imed for  re fund is  in  the sum of  $16,918-80

and represents the amount paid by applicant to several transfer

agents in reimbursement of the cost of transfer stamps cl.aimed' trere

to have been erroneously  af f i rmed.

3. Monarch Life Insurance Company is a eorporation organized

and existing pursuant to the laws of the Comrnonwealth of Massachusetts

wi th  i ts  pr inc ipa l  o f f ice at  L25O State Street ,  Spr ingf ie ld ,  Massachuset ts .

prior to the merger of Ivlonarch and Springfield. Insurance Company,

over 99% of 11.l;1e stock of Monarch was owned by Springfield. Monarch

was ttre surviving corporation to ttre merger

4. Itre Springfield Insurance Company (Springfield) was at al l"
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times hereinafter mentioned, and at the t ime of i ts merger with

Monarch, a corporation organized and exist ing pursuant to the

laws of the Commonwealth of Massachusetts, with i ts principal

of f ice at  1250 State Street ,  Spr ingf ie ld ,  Massachuset ts .

5.  Ef fect ive May 28,  1965,  pursuant  to  Chapter  L75,  Sect ion

19A of the General law of Massachusetts, Springfield was merged

into Monarch. All  proceedings and agreements relating to the

validity of the merger took place outside of the State of New

York and the action of the Board of Directors and the stockholders

necessary for the merger took place at meetings held at 1250 State

Street ,  Spr ingf ie ld ,  Massachuset ts .

6. Section 19A of Chapter :-.75 of the General Laws of

Massachuset ts  s tates,  in  par t ,  as fo l lows:  "Upon such merger  or

consolidation a1l r ights and propert ies of the several companies

shall  accrue to and become the property of the continuing corporation

or the new company which shall  succeed to al l  the obligations and

liabi l i t ies of the merged or consolidated companies, in the same

manner as i f  they had been incurred or contracted by i t .  "

7 .  Among the por t fo l io  secur i t ies compr is ing Spr ingf ie ld 's  ' '

assets were certain stock cert i f icates in ttre name of Springfield

total ing 845,94O shares which were located in the City of Springfield,

Massachusetts at the t ime of said merger of Springfield into Monarch.

B. By virtue of said merger, Igonarch immediately became the

proper party to execute stock po\^7ers to transfer such shares of

stock that had been in the name of Springfield.

9. Between March 4, 1966 and March 25, L966 such cert i f icates

of stock with duly executed stock potrers attached, which comprised

Spr ingf ie ld 's  por t fo l io  before the merger  of  Spr ingf ie ld  in to

Monarctr, were sent by Monarch from the City of Springfield to each

of the duly appointed. transfer agents of the respective corporations

whose stocks compr ised Spr ingf ie ld 's  por t fo l io  wi th  inst ruct ions to

said transfer agents to transfer said cert i f icates of stock from

the name of Springfield to the name of Monarch on the books and

records of said. corporations duly kept and maintained by said transfer
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agents for said corporations

New York. ftrat the names of

of shares delivered to each,

Transfer Aqent

Bankers Trust Company

Chase Manhattan Bank, N.A.

Ckremical Bank New York
Trust Company

Irving Trust Company

Manufacturers Hanover
Trust Company

Morgan Guaranty Trust
Company of New York

TOTAL

3 -

in the City, County and State of

said transfer agents, Lhe number

and the tax paid are as fol lovrs:
New York State

Stock Transfer Tax

$  3 ,752 .04

2 ,897  . 76

845 ,940

403 .00

773 .88

L ,776 .60

7  , 3 ] - 5  . 52

$ro, - lg .Bo

Shares

L87 ,602

144 ,888

20 ,  L5O

38 ,694

88 ,830

365 ,776

2
lO. That between said dates each of said transfer agents

acting pursuant to the instructions of Monarch did change the

name within the State of New York on said cert i f icates of stock

from the name of Springfield to the name of Monarch on the books

and records of said corporations d.u1y kept and maintained by said

transfer agent within the City, County and State of Nerr.r York.

Tkrat the said cert i f icates of stock in the name of Springfield were

cancelled and new cert i f icates of stocks of said corporations were

duly issued in the name of Monarch by said transfer agents within

the State of New York.

11. That said transfer agents, at the t ime of making the

changes noted. above, aff ixed. to such cert i f icates New York State

stock t ransfer  s tamps in  t l :e  to ta l  amount  of  $16,918.80,  obta ined

from the Bank of New York as fiscal agent for the State of Nev,r York.

12. Monarctr, by checks drawn on the Valley Bank and Trust

Company of Springfield, Massachusetts, paid such transfer agents

the total sum of $16,918.80 to reimburse the agents for tt te New

York State stock transfer stamps aff ixed to the stock cert i f icates.
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13. Monarch f i led an application dated June 2, 1967 for

refund of the New York State stock transfer taxes paid between

March 4, L966 and March 25, L966.

]4, By letters dated November 13, 1967 and January 10, 1968,

the State Tax Commission denied the refund application of Monarch

and advised that suctr transactions were subject to the New York

State stock transfer tax.

15. On December 4, 1967, Monarch t imely requested a formal

hear ing on the denia l  o f  appl icat ion for  the refund of  $16,9I8.80.

Upon the foregoing findings and all the evidence in the case

fl:e State Tax Commission trereby

DECIDES:

A. T'he change in name of stock on the books of the New York

transfer agent is taxable under Section 27O-L of the Tax Law.

B. T'he application is denied and the denial of the refund

is  af f i rmed.

DATED: Albany, New York
r)

y,r_tl /fZ/,

STATE TA)( COMMISSION

COMMISSIONER
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MEMORANDUM

TO : Mr. Edward Rook

FRo'l : uigel c. wright

SUUECT:
Monarch Life Insurance Company

I have drafted a decision in the above case which holds for the
Department. I have done this against my own views and only because
I understand that the Stock Transfer Tax Bureau and the taxpayer both
are wi l l ing to  l i t igate in  the cour ts .

The issue in this case is whether a taxable transfer of stock
occurred in New York.

The stock was held in the portfol io of a Massachussets insurance
company which merged with another Massachussets company under
Massachussets 1aw.  The merger ,  o f  course,  was out-of -s tate and,  as
so far stated, rro tax could apply on the transfer of the portfol io stock
to the result ing company. However, about a year after the merger the
stock was presented to transfer agents in New York for a change in
the name of the owner on the cert i f icates to the name of the result ing
corporation.

It is the posit ion of the taxpayer that the entire interest in
the stock was transferred in Massachussets pursuant to the merger and the
Massachussets merger statute. The recording of the transfer was merely
to change the name on the cert i f icates. We trave previously ruled that
a woman recording the transfer of stock from a maiden anme to a married
name is  not  taxable s ince no.actual  t ransfer  takes p lace.  The
fundamental notion in the taxpayer's argument is that a transfer to
be taxable must accomplish a change in the 1ega1 rights and obligations
of  the par t ies.  In  th is  case the ent i re  in terest  o f  the o ld insurance
company was of course extinguished at the t ime of the merger. Since
then the result ing insurance company has presumably been cashing the
dividend checks and signing the proxies and the recording of the transfer
does not seem to have had any effect, legally or practical ly, on the
relations between the insurance company and the issuing companies or
any  one  e l se .

It is the posit ion of the stock transfer tax bureau that this mere
recording of the transfer in New York is suff icient to incur the tax.

The most relevant language of Tax Law Section 27O-L is as
fo l l ows :

"The re  i s  he reby  imposed . . . a  t ax . . . on  a l l  sa l es  t  . . . o t  t r ans fe r s . . .
o f  s tock. . .whether  made upon or  shown by the books of  the. . .corporat ion
. . . o r  by  any  de l i ve ry  t  oy  by  any . . . o the r  ev idence  o f  sa le  o r  t rans fe r - . .
whether investing the holder with the beneficial interest in or 1egal
t i t l e  t o  sa id  s tock r . . . o r  mere l y  w i th  the  possess ion  o r  use  the reo f
f o r  any  pu rpose ,  . . . "
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To me the argument of the taxpayer is completely persuasive.
The statute seems to assume that the transfer being taxed actually
t ransfers some k ind of  in terest  ( legal  t i t le ,  equi tab le t i t le ,
possession)  between the par t ies to  the t ransact ion.  The statute is  not
drafted in the language of a recording tax.

Underlying this controversary undoubtedly are certain ambiguit ies
in  the law concern ing the terms " record t i t le"  and " legal  t i t le" .
The recording of a stock transfer is sometimes said to involve a change
of  " record t i t le" .  f t  is  probably  t rue that  the record ing of  a  t ransfer
does have the effect of changing the rights of the part ies in some
transactions. In fact the taxpayer here concedes for argument t}rat in
al l  typical sale and purchase transactions through a broker the record-
ing of the transfer would be essential to any transfer and would be
taxable. The taxpayer is contesting however, the signif icance of the
record ing of  the t ransfer  in  th is  par t icu lar  case.  A change in  " leg 'a I
t i t le"  is  one of  the subjects  of  our  tax.  I t  is  probably  poss ib le  to
cite authorit ies, though that has not been done to the effect that the
"1ega1 t i t le' i  the recording of a transfer. The taxpayer however could
cite opposing authorit ies including an opinion of our or'rn counsel
dated Ju ly  19,  1958 which s tates that  in  a merger  legal  t i t le  passes
at the t ime of themerger.

Ordinari ly I would feel that this problem would deserve a lot
of research t ime on the part of the Department.

I understand however, that someone in the Law Bureau has spent
many months on this problem in connection with requests for counsel 's
opj-nion in other matters. Even though they apparently ?rave post-
poned the i r  own decis ion on these issues unt i l  a f ter  the Commiss ion
decides th is  case.  f  fee l  i t  would be wastefu l  for  me to dupl icate
their work especial ly when it  seems that everyone wants to go to
court anl May. The Commission of course may wish to refer this to
counsel for an opinion as to whether this posit ion can be
defended in  the cour ts .

December  2 ,  L97O

Nigel c. Wright
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In the Matrer of MONARCLI
: LIFE IN9URANCE CO., petit ioner,

V .
STATE T&( CO${ISSION, Respondenr.

I Determinatiqn confirmed, with costs.
' 

: Opinion per REIT{OLDS, J.

, '  HBRLIHY, P. J., STALEY, JR., GR.EENBLoTT and SIMONS, JJ., concur.
tl
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/ STATE oF Ne"lt YoRT(

APPELI.ATE DI,VISION

SUPREME COURT

TITI,BD DSPARTMBNT

In the Matter of MONARCI{ LIFE INSUP.ANCB
COI4PA\IY,

Peti t ioner,

-agalnst-

STATE TAX COMMI,SSI,ON,

Itespondent.

Argued, February 24, L972.

tsefore:
H0l{. J. CIARENCB HERLLHY,

Presiding Justice,
I ioN. ELLIS J.  STALEY, JR.,
FiOII. LOUIS M. GRAENBLOTT,
HoN. RICHAITD D. SIMoIIS,
HON. I,IALTER B. REYNOLDS,

.  Associaue Just ices.

PROCIUDLI{G under CPLR article 7B (transferred to the Appellate
Division of the Supreme Court i'n the Third Judicial Department by
order of the Supreme Court at Special Term, encered in Albany County)
to review a determination of the State Tax Commission.

OLS0N, SANFORD, I{ATT & FOIINER (John F. Forner, Jr., of counsel)
for  pet i t ioner,  90 State.Street,  Albany, N.Y. L2207

LOUIS J. LEFKOI^IITZ, Attorney General (nuth I(essler Toch and '

Thonras P. ZoLezzL, of counsel) for respondents, The Capitol, Albany,
N. Y. L2224.

OPINION FOR CONFIRMANCg
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REtntoLDs, J.
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This is a proceeding under CPLR article 78 (transferred to the

Appellate Division oi the Supreme Court in the Third Judicial Depart-

ment by order of the Supreme Court aE Special Terrn, entereci in Albany

Go'rnty) to review a deternr-i.nation of the State Tax Commission.

On l,lay 28, Lg65 the Springfiei.d Lnsurance Cornpany, a Massachusetts

corporation, me.rged, pursuane to Massachusetts Law, into peUitioner

lrionarch Life Insurance Company, another Massachusetls corporation.

As a resuLt of the merger, petitioner, the surviving corporation,

beeame vested by operation of law, with aLl of the assets of

Springfiel<l, including certain securities, which though physicaLly

Located tn Massachusetts, had New York State transfer agents.

Pe'cit ioner, thereafter, sent the stock certif icat,es together wiCh

duly executed s{:ock powers to the New York transfer agents with

directlon to iseue new certif icatres in its name. This the New York

tra.nsfer agents refused to <io without payment of the appropriate Ne-w

York stock transfer taxes. Pecitloner made such paymenEs and then

Jlfl.utl n tf.rnrrl.y lpplLcatLon wttl 'r t lro rooponclont roquest{ng a refund of,

Eire same. The Conrmlssion denied the appllcation and the instant

proceeding ensued.

Subdivision L sf seetLon 270 of ch9-.,Talr La!'r imposes a tax upon

saLesr menoranda of saLes, agreements to seLL, deLiveries and trans-

fers of stock or other certif icates in a domestic or forelgn associa-

tion, company or corporation, including transfers of record ownership

on the books of the corporation or oEher entLty issuing the stock or

certif icates, whether such saLes, deLiveries or transfers pass legal

tit i .e, benefi.ciaL inEerest or merely possession or use of the stock

or other cert i f icates (20 NYCRR 5440.1 [aJ [e]) .  And i f  any one of

the taxabLe events specified in section 270 oecurs within this State,
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that is, if the sare, deLivery or transfer of the qtgck or other

cerLificates takes place in New york, the tax is payabre (20 NycRR

$440.2).  Transfer of  record ornrnership undisputably took place in

New Yorlc,, and the quest,ion thus pooed is whether such transfer passecl

legal  Ei i :Le,  benef ic ia l  in ierest ,  possession or use,of  the cert i f icates

gf sLock. Wl'ri l .e no court decisions covering this particuLar isoue

appear available, the Attorney General" in situaEions similar to al?

present one has consistent ly taken the posi t ion ( i91,3 Op. Atty.  Gen.

i  373 i  and see,  a lso ,  L947 0p .  A t ty .  Gen.  zB9;  Lg44 op .  A t ty .  Gen.  3s4 ;

L944 0p. Atty.  Gen. 364; L944 Op. Atry.  Gen. 366):

oE ef fectuated wichin the State of  New"York,  of ,  i f ,
as is of ten the case, the t ransfcr on the books of
the corporat ion is necessary to ef fectuate or
render complete the t ransfer of  t iu le to che stock
or is an essential p::erequisite to the exe::cise
of fuLl ownership to the transferee, and such
transfer is made within the State of New york, a
tax is payable as p::ovided for by Secciorr' 270, If,
on che other hand, the coirtract is madp and
executed without the State of New york'and ftochllrg
is required to be done wittrin the SEate to rencler
complete the t ransfer of  t i tLe to the benef ic ia l
orjr-nership of the stock, the transaction is not
subj ect to a tax -nrcrel-.f, because of the fact that
a rocord of  thc cransaccion i .s hepE l tn ctr is
State] pursuanc to the command of Section 276.

Thus since t i t le to the secur ie ies automat icalLy vested in the peuf.-

t ioner upon the merger under Massachusects Lavr (section .19A of

Chapter L7 5 of, the GeneraL Laws of the Conrmonwealth of Massachusetts) ,

unless L'i can be said thaE the transfer of the stock on the books of

the respecLive corporations in New York was necessary to effectuate

or render complete the transfer of t itLe or was an essential pr€-

::equisite to the exercise of fulL ownership to the transferee, no tax

should have been payable. It, has consistentLy been held thaE the

exJ;recsion rtlegal t it letr as used in secti on 270 of the Tax Law
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signtiies the appearance of title as distinguished from a fulL and

complete t i tLe (T5avig. v. AEg Arbo-g.99., 190 App. Div. 799, 801;

Espb.rlgbg g E. V. E!a!e -of New Yerk, i65 App. Div, 640) and pursuant

to section 8-207 of the Uniform Comnercial Code the issuer of stock

is perrnitted to tf,eat Ehe registered owner as the person exclusively

entitLed to vote, to receive notif ications and otherwise to exercise

all the rights and powers of an or,rner untiL the sEock or other 
" I

cerLificate is duly presented for registration of transfer. There-

forer' the transfer of the record owrrership of the stock in New York

no'E only rras necessary to effectuate or render complete the transfer

of t it le to the stock but actuaLly passed Lhe ttLegal" t it le" co the

stock. Accordingly, the respondent properly determined that a stock

'Eransfer tax -was payable.

Petit ionerfs argument that t$e respondentfs position is violative

of the constitutional mandate Ehat each state rnust give fuLl faith and

c-redit to the laws of ics sister Scates is without merit. The respon-

dentrs position does not, as petit ioner contends, ignore Massachusetts

la lv wi 'Ch respect Eo mergers.  Rather,  Ehe respondencts posic ion is

that, even though uncler Massachuse'cts law the mecget vested pecitioner

rvith the ticLe Eo the securities involved by operation of law, there

lras a Eaxable transfer of citle in this State (see'339g!g, SI,'gg!.

Eglgb v. Reardon, L84 N.Y. 43L, 448).

The determination shouLd be confirmed, with costs.


