HEADNOTE :

CONVEYANCE OF REAL PROPERTY - TRANSFER AND RECORDATION TAXES -
MD. CODE (1985, 2001 REPL. VOL., 2006 CUM. SUPP.),
§§ 12-108(y) (2) AND 13-405(c) OF THE TAX-PROPERTY ART. -
EXEMPTION FROM RECORDATION TAXES - Title to real estate is not
synonynous wWith ownership of real estate. In Maryland, the
transfer of title to real estate can be effected only by a
deed that is recorded; by operation of |awas, for exanple, by
i nheritance; by divorce;, by escheat to the State; or by
adverse possession. The real estate itself, i.e., ownership
of the property, can be transferred informally, but unless the
transfer of real estate is effected by a recorded deed, title
will remain in the grantor. Upon recordation of a deed
conveying title to real estate, the grantee will be charged
with paynent of a recordation tax and a transfer tax unless
t he conveyance neets a statutory exenption to the inposition
of such taxes. An exenption may apply to a conveyance of real
estate from a Maryland general partnership to a linted
liability conpany in which the nmenbers are the sane as the
partners, and in which the menbers have the sanme proportionate
rights and obligations as the partners had. But, to qualify
for exenption from the recordation and transfer taxes, the
deed conveying the property fromthe partnership to the LLC

must convey title from the grantor(s) to the LLC In this
case, because the transfer of ownership of the real property
from the partners, in whom ¢title was vested, to the

partnership was informal, without a deed or witten i nstrunent
conveying the property, the partnership never acquired title
to the property and, therefore, could not convey to the LLC
the title to the property, which still is vested in the forner
partners.
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This appeal by Mntgonmery County is from a judgnment of the
Circuit Court for Montgomery County that affirmed an order of the
Maryl and Tax Court directing the County to refund, with interest,
$88,259.25 paid by appellee to record a deed conveying real
estate to WIdwood Medical Center, L.L.C., a Miryland Limted
Liability Conpany.

BACKGROUND

In 1962, Alvin L. Aubinoe and Dorothy B. Aubinoe, his wfe,
acquired title to certain parcels of l|and known as W] dwood
Manor, in NMontgonery County. In ensuing years, multiple
conveyances (all duly recorded) were made of undivided partial
fractional interests in the WIdwood Manor property, each for a
nom nal consideration, either to the children or grandchildren of
the Aubinoes or to trusts created on behalf of the children or
grandchi | dren.

As of 22 Decenber 2003, title to wundivided fractional
interests in the WIdwod Manor property was vested in the nanes
of Alvin and Dorothy' s daughter, Dorothy A. Shelton (25%;
Wrthington H Talcott, Jr., Trustee of the Dorothy A. Shelton
Trust (37.5%; Alvin L. Aubinoe, I1l, Trustee of the Alvin L.
Aubi noe Trust, #3 (9.375%; Victoria L. Aubinoe (9.375%; Scot M
Aubi noe (9.375%; and Amanda M Aubinoe (9.375%. Each famly
menber and trust, hereinafter collectively referred to as the

Aubi noe Fam |y and Trusts, had acquired title to his, her, or its



fractional share of the subject real estate by a succession of
duly recorded deeds.

On 22 Decenber 2003, the Aubinoe Family and Trusts, the
title owers of the WIdwod property, signed a formal Genera
Partnership Agreenent. They assert that they had been operating
as a partnership for several years, as evidenced by partnership
tax returns they had been filing. On 23 Decenber 2003, the
Aubi noe Fam |y and Trusts signed and seal ed a deed conveying the
property that is the subject of this case to WIdwod Medical
Center, L.L.C (“the LLC'), a limted liability conpany created
for that purpose. The subject property was identified in that
deed as foll ows:

Parcel “B” in the subdivision known as
“W LDWOOD MANOR SHOPPI NG CENTER, ” as per plat
thereof recorded in Plat Book 156 at Plat No.
17744 anong the Land Records of Montgonery
County, Maryland, together with the right of
ingress and egress over a private drive
pursuant to an Easenent for Ingress and
Egress dated Decenber 27, 1989, and recorded
anong the Land Records of Mntgonery County,
Maryl and in Liber 9166 at Folio 079.

The conveyance |isted and described the “Gantor, party of

the first part,” as follows:

Dorothy A. Shelton fornerly known as Dorothy
Aubinoe Giffith, Awvin L. Aubinoe, 111,
Trustee of an unrecorded revocable trust
known as the Alvin L. Aubinoe Ill Trust No.
3, Victoria L. Aubinoe, Scot M Aubinoe,
Amanda M  Aubinoe, and Dorothy Aubinoe
Shelton and W rthington H  Talcott, Jr.,
Trustees of the Dorothy Giffith Shelton
Fam |y Trust, all of the above dba W/I dwood



Medi cal Cent er Cener al Par t ner shi p, a
Maryl and General Partnership, party of the
first part
The LLC, a Maryland Limted Liability Conmpany, was descri bed
as “Gantee, party of the second part.”

The habendum and tenendum cl ause of the deed read, “To Have

and To Hold the said tract of ground and prem ses above descri bed

and nentioned, and hereby intended to be conveyed . . . in fee
sinmple.”
Pursuant to M. Code (1985, 2001 Repl. Vol., 2006 Cum

Supp. ), Tax- Property Article, sections 12-108(y) (2) and
13-405(c), concerning “Recordation Taxes” and “Transfer Taxes,”
the grantee, the LLC, presented to the Cerk of the Circuit Court
for Montgonmery County, or one of her assistants, the deed to it
from the Aubinoe Famly and Trusts as an “[i]nstrunment of
witing” that purported to convey title to real property as
defined in section 12-101(c)(1)(i). And, in accordance wth
section 12-102 of the Tax-Property Article, the grantee, the LLC,
paid a recordation tax, calculated in accordance with
section 12-105. It also paid a county transfer tax in accordance
with Title 13 of the Tax-Property Article. The total anount paid
by the LLC as recordation and transfer taxes was $88, 259. 25.
Having paid recordation and transfer taxes in order to
record the deed, the LLC requested a refund of those taxes,

asserting that, as the grantee of property from a Maryland



general partnership, it was exenpt from paying such taxes
according to provisions in Title 12 and 13 of the Tax-Property
Article. The Montgonmery County Departnment of Finance denied the
request. The LLC then appealed to the Maryland Tax Court. The
Tax Court conducted a hearing and issued a decision in favor of
the LLC!? Mont gonmery County was ordered to refund, wth
interest, the recordation and transfer taxes paid by the LLC
The county then sought judicial review by the Crcuit Court for
Mont gonmery County. The ~circuit court, after conducting a
hearing, affirmed the Tax Court’s ruling, whereupon Montgonery

County filed this appeal.

! Despite its name, the Tax Court is not a
j udi ci al body, but r at her, is an
adm nistrative agency that acts in a quasi-
j udi ci al capacity. Shell 0il Co. V.

Supervisor of Assessments, 276 Ml. 36, 38-48,
343 A 2d 521 (1975); see 88 3-101 to 3-113 of
the Tax-General Article. Qur review of the
36, 38-48, 343 A 2d 521 (1975); see 88 3-101
to Tax Court’s decision is precisely the sane
as that of the Crcuit Court. DHMH v.
Riverview Nursing Centre, Inc., 104 M. App.
593, 601, 657 A 2d 372, cert. denied, 340 M.
215, 665 A. 2d 1058 (1995). The “substantia
evi dence” test is our gui de when review ng the
Tax court’s factual findings. 1I1d. at 602, 657
A. 2d 372. \Wien review ng questions of |aw, on
the other hand, we are free to substitute our
judgnment for the judgnent of the Tax Court,
and we seek to determ ne whether it erred as a
matter of law.  Id.

Maryland-Nat’1l Capital Park & Planning Comm’n v. State Dep’t of
Assessments & Taxation, 110 M. App. 677, 688 (1996), arfr’d, 348
Ml. 2 (1997).



DISCUSSION

I. HISTORY

In Maryland, prior to 1766, title to land, at I|east an
i nheritable title, such as fee sinple or fee sinple absolute, was
transferred by livery of seisin, a ritual in which the grantor
and the grantee would go upon the |and where the grantor would
del i ver possession of the land by handing over a twig, a clod of
dirt, or a piece of turf. Livery of seisin was abolished in
Maryland in 1766, and thereafter title to real estate has been
transferred only by enrollnment of deeds, a substitute for, and
equi valent to, an act of livery. See Mathews v. ward, 10 G & J.
443 (1839). The recording of a deed or lease is a final and
conplete act that passes title; wuntil this is acconplished,
everything else is unavailing. Until the deed is recorded, the
legal title remains in the grantor. See Nickel v. Brown, 75 M.
172 (1892). The legal title to | and does not pass, other than by
operation of law, until a deed is properly executed and recorded.
See Kingsley v. Makay, 253 M. 24 (1969). “Recorded” signifies
“copied or transcribed into some permanent book.” Maryland Dep’t
of Natural Res. v. Hirsch, 42 M. App. 457, 477 (1979), rev’d on
other grounds, 288 M. 95 (1980).

The statutory provision that inposes a tax on the
recordation of docunents that transfer title to real estate is

precise in its requirenents. Wth respect to a change of



ownershi p, the recorded docunent, or “instrunent of witing,” is
a docunent that “conveys title to . . . real property.” Tax-
Prop. 8 12-101(c)(1)(i) (enphasis added).

The act of recordation of a deed is the substitute for
|ivery of seisin that effects the transfer of title. An event,
occurrence, or transaction that mnerely reflects a change of
ownership of property need not even be in witing, as the Court
of Appeals noted in Viamis v. DelWeese, 216 M. 384 (1958).

In Viamis v. DeWeese, Warren E. Malin bought |[and in El kton,
erected a building on it, and began to operate a garage and
aut onobil e sal es agency. The following year, Mlin sold to
Reuben Deil bert a one-half interest, as a tenant in common in the
real estate and personal property used in the business, giving
Deilbert a deed to an undivided half interest in the land. The
deed was tinely recorded. They then operated the business as
partners. Several nonths later, Deilbert died. The issues
before the court were the nature of the property and whether
Dei |l bert’ s daughter had inherited an interest in the real estate.
Based on the evidence with respect to the operation of the
busi ness, the Court held that, although Deil bert had title to an
undi vided one-half interest in the real estate, the property
itself, having been dedicated to and essential to the operation
of the partnership, had becone partnership property wthout any

formal or even informal transfer from the partners to the



part nershi p. Vlamis v. DeWeese, therefore, nakes it clear that
ownership of property may be, either formally or infornmally,
separated from title to the property.
II. THE PRESENT VERSION OF THE STATUTE
In Dean v. Pinder, 312 M. 154, 159 (1988), the Court of

Appeal s traced the history of Maryland s transfer tax:

In 1937, the GCeneral Assenbly enacted
8§ 213 of Article 81 of the Annotated Code of
Maryl and wunder the subtitle “Tax on the
Recordation of Instrunents in Witing." 1937
Md. Laws. Sp. Sess., Ch. 11, § 213. Si nce
its enactnment, this provision has been
repeal ed and reenacted several tinmes and was
codified as Maryland Code (1947, 1980 Repl
Vol ., 1984 Cum Supp.) Article 81, § 277 at
the time this dispute arose. This 1984
provi sion provided in pertinent part:

(a) written instruments. —
(1) Except as otherwi se provided in
this section, a tax 1is hereby
i nposed wupon every instrunment of
witing conveying title to real or

per sonal property, or creating
| iens or encunbrances upon real or
per sonal property, offered for

record and recorded in this State
with the clerks of the circuit
courts of the respective counties.

(b) Instruments conveying
title or securing debts. — (1) In
the case of instruments conveying
tile to property, the tax shall be
at the rate of 55 cents for each
$500 or fractional part thereof of
the actual consideration paid or to
be paid;, in the case of instrunments
securing a debt, the tax shall be
at the rate of 55 cents for each



$500 of the principal amount of the
debt secured (Enphasis added.)

The Court explained that, “[a]lthough this tax is conputable
on the anount of consideration transferred, it is not considered
a tax on property but rather an excise tax inposed upon the
privilege of recording the deed." Dean, 312 M. at 159-60
(citing Central Credit Union v. Comptroller of the Treasury, 243
Md. 175, 182 (1965), and Pittman v. Housing Authority of
Baltimore, 180 M. 457, 459 (1942)).

The current version of the “Recordation Tax” are set forth
in sections 12-101 through 12-115 of the 2001 Repl acenent Vol une

of, and the 2006 Cumulative Supplenment to, the Tax-Property

Article. As it relates to this case, section 12-101 defines
“Instrument of Witing" |ike the predecessors thereto did, a
witten instrunent that “conveys title to . . . real property

(Enphasi s added.) Under section 12-102, a tax is
I nposed on the recordation of an instrument in witing, that is,
a witten docunent that conveys title to real property, as well
as to witten docunents that transfer title to personal property
or that creates |iens on property.

Section 12-108 contains exenptions from recordation taxes.
Subsection (y)(2) of section 2-108, “Transfers from certain
entities tolimted liability conpany,” provides:

An instrunent of witing that transfers

title to real property from a predecessor
entity [ such as a Mar yl and gener a



partnership] to a limted liability conpany
s not subject to recordation tax if:

(i)1. the nenbers of the limted

liability are identical to the partners
of the converting general partnership

(ii) each nmenber’s allocation of the
profits and losses of the Ilimted
liability company is identical to that
menber’s allocation of the profits and
| osses of the converting predecessor
entity; and

(iii) the instrument in witing that
transfers title to r eal property
represents the dissolution of t he
predecessor entity for purposes of
conversion to a limted Iliability

conpany.
(Enphasi s added.)
ITI. StaTUTORY CONSTRUCTION

The statutes governing this case are revenue statutes that
i npose taxes (recordation and transfer taxes) on, inter alia,
conveyances of real property that require recordation of deeds,
“instruments of witing that require recording in order to
transfer title."

The goal of statutory construction is to discover and effect
the General Assenbly’'s intent. See Maryland-Nat’l Capital Park &
Planning Comm’n v. State Dep’t of Assessments & Taxation, 110 M.
App. 677, 688 (1996), arff’d, 348 Mi. 2 (1997).

If, as in the instant case, the parties
call upon us to interpret an exenption, we



first look to the general principles of
statutory construction, and then, narrow ng
our inquiry, turn to those principles that
are applicable to the taxation arena. Ever
m ndf ul of our desire to discern and
effectuate the GCeneral Assenbly’s intent,
. . . we examne the Ilanguage of the
enactnent and give to the language its
natural and ordinary inport.
Id. (citation omtted).

“I't is well-settled that when the Legi sl ature has chosen not
to define a termused in a statute, that termshould be given its
ordi nary and natural neaning.” Dean, 312 M. at 161. “[When the
termin a statute is a legal term absent any legislative intent
to the contrary, the termis presunmed to be used in its |egal
sense." Id.

Appel | ee’ s argunent for exenptions from recordation tax and
transfer tax is based on sections 12-108(y) and 13-405(c). The
former exenpts from the recordation tax a limted liability
conpany when recording an “instrunment of witing" (a deed) “that
transfers title to real property froma predecessor entity” (such
as a Maryland general partnership) wunder certain conditions
applicable to the nenbers of the LLC, who are the former partners
of the grantor partnership. The latter exenpts from the county
transfer tax an entity exenpt froma recordation tax by virtue of
section 12-108(y). The key word in section 12-108(y) is “title,”

defined in Black’s Law Dictionary 1522 (8th ed. 2004), as

[t]he union of all elements (as ownership,
possession and custody) constituting the

10



| egal right to control and dispose of

property; the legal |ink between a person who

owns property and the property itself
It is used in the sense of |egal evidence of a person’s ownership
rights in property; an instrunent (such as a deed) that
constitutes such evidence.

“Title" and “ownershi p” are not synonynous. “Oanership” is
but one el enent of “title."

In Chesapeake & Potomac Tel. Co. v. Comptroller of the
Treasury, 317 Md. 3, 11-12 (1989), the Court of Appeals set forth
sonme rul es applicable to exenptions fromtaxing statutes:

“It is fundanental that statutory tax

exenptions are strictly construed in favor of

the taxing authority and if any real doubt

exists as to the propriety of an exenption

that doubt must be resolved in favor of the

St at e. In other words, ‘to doubt an

exenption is to deny it.” . . . [Tlhe State's

taxing prerogative is never presuned to be

relinquished and the abandonnent of this

power nust be proved by the party assessing

t he exenption.”
(quoting Xerox Corp. v. Comptroller of the Treasury, 290 M. 126,
137 (1981) (enphasis in original) (in turn quoting from Perdue v.
St. Dep’t of Assess. & T., 264 M. 228, 232-33 (1972), which
guoted Suburban Propane Gas Corp. v. Tawes, 205 M. 83, 87
(1954))).

IV. THis CasE

The Aubi noe Family and Trusts coul d have avoi ded paynent of

recordation and transfer taxes upon recording the deed fromtheir

11



partnership to their limted liability conpany only by a deed
conveying their conbined titles (“instrument of witing") to the
partnership and recording that deed with the clerk of the Crcuit
Court for Montgonery County or wth the State Departnment of
Assessnents and Taxation. Then the deed fromthe partnership to
the limted liability conpany would, by conveying to the LLC
title to the WIdwod Manor property, qualify the deed from the
partnership to the LLC for the exenptions from recordation and
transfer taxes provided by sections 12-108(y) and 13-405. But
they would have had to pay the sane anpbunt of taxes on that
conveyance as they paid upon recordation of the deed from the
partnership to the appell ee.

In short, if the word “title"” in section 12-108(y) of the
Tax-Property Article is given its technical and |egal definition,
only an instrunment of witing (deed) that conveys title to real
estate from a “predecessor entity" (in this case, a general
partnership) to a limted liability conpany owned by the sane
menbers who were the partners in the partnership would be
exenpted from paynent of recordation and county transfer taxes.
M ndful of our obligation to construe tax exenption statutes
strictly in favor of the taxing authority, see Chesapeake &
Potomac Tel. Co., 317 MI. 3, we hold that the deed from the
general partnership to the appellee is not exenpted from paynent

of the recordation and transfer taxes collected by Mntgonery

12



County because the partnership did not have title that it could
convey to the LLC

There is a logical basis for exenpting from recordation
taxes a deed from a “predecessor entity" conveying title to rea
estate to a limted liability conmpany conposed of the sane
persons who conpose the grantor. In order to convey title, the
predecessor entity nust have acquired it by a deed, recorded
anmong the land records, on which a recordation tax had been
|l evied and paid. A tax inposed on the deed from the predecessor
entity (in this case the general partnership) to a limted
liability conpany would anpunt to a second tax on what is, in
effect, the sane entity in a different form

In this case, the Aubinoe Famly and Trusts sought to avoid
paynment of recordation and transfer taxes on both transfers. In
view of the |anguage of section 12-108(y), which exenpts a
transfer of title to real property froma predecessor entity to a
limted liability conpany, we hold that the exenption from the
recordation tax provided in section 12-108(y) — and thereby the
exenption from a transfer tax provided in section 13-405 of the
Tax-Property Article of the Maryland Code — does not apply to a
conveyance of real property that does not transfer title to that
property.

Consequently, we hold that the ruling of the Tax Court to

the effect that the appellee was entitled to a refund of the

13



recordation and transfer taxes that it had paid upon the
recordation of the deed to it from the predecessor partnership
was an error of law, as was the judgnment of the G rcuit Court for
Montgonery County in affirmng the Tax Court’s decision.
Accordingly, we shall reverse the judgnent of the circuit court
and remand this case to that court with instruction to enter a
j udgnment reversing the decision of the Tax Court.
JUDGMENT REVERSED AND CASE REMANDED
TO THE CIRCUIT COURT FOR MONTGOMERY
COUNTY FOR ENTRY OF A JUDGMENT
REVERSING THE DECISION OF THE TAX

COURT. COSTS TO BE PAID BY
APPELLEE.

14
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In its opinion, the Tax Court stated:

The conveyance is exenpt from both the State
recording and the Montgonery County transfer
tax as the transferor was a Ceneral
Partnership made up of certain Partners or
menbers, and the transferee is a Limted
Liability Conpany nade up of the identical
nmenbers that nade up the Partnership as
required by Section 12-108(y)(2). The
Partnership Agreenent clearly identifies the
menbers of the Partnership, those nenbers
being the same persons who executed the
subj ect deed. The Operating Agreenent of the
W | dwood Medical Center, L.L.C. states as its
menbers the sane identical nenbers of the
Par t ner shi p.

The consideration of partnership law is
critical in the Court’s analysis. Secti on
9A- 101(i) of t he Cor por ati ons and
Associ ations Article defines partnership, “an
association of two or nore nenbers — of two
or nore persons to carry on as co-owners of a
business for profit under Section 9A-202 of
that article. 9A-202(a) states that, except
as otherw se provided in subsection (c), the
uni ncorporated association of tw or nore
persons to <carry on as co-owners of a
business for profit fornms a partnershinp,
whet her or not the persons intend to form a
partnership and whet her or not t he
association is <called partnership, joint
venture, or any other nane.

The Court believes that Maryl and | aw has
supported this provision that's set forth in

the appropriate statutes. The transferor
naned in the subject deed was a Maryland
Cener al Par t ner shi p, and, further, t he

Partnership confirmed its existence as such
by the terms of the witten Partnership
Agr eenent . The intent of the Partners was
al so nmanifested by the fact that the United
States Partnership Tax Returns for the years
2000, 2001, 2002, 2003, wunder its Federa
Enpl oyer ldentification Nunber 52-2292852,
further manifests a subjective intent of the

-1-



Partners by filing said United States
Partnershi p Tax Returns.

The fact that the property was not
titled in the nane of the Partnership, never
titled in the name of or transferred to the
Partnership or a trustee or a nom nee of the
Partnership does not in itself defeat the

exenpti on. The record title is not
di spositive as to the requirenents for the
clai mred exenption. It is the intention of

the parties, not record title alone that
deternm nes whether property not held in the
nane of the partnership 1is partnership
property. Further, Maryland |aw does not
require a deed to transfer title from the
individuals to the partnership for purposes
of transferring title of partnership property
toalimted liability company. Thus, by the
plain and ordinary neaning of the words set
forth in 12-108(y) (2), t he statutory
exenptions would apply to the subject deed.

The Court of Appeals, in williams v. Dovell, 202 M. 351, 96
A. 2d 484 (1953), concluded that

where real estate is acquired as partnership
property, but is conveyed to the partners by
name wthout reference to the partnershinp,
every right of ownership and disposition is
in the partnership, and no interest of the
partner in such real estate passes by devise
or inheritance or by his individual deed
except in the case of a conveyance to a
purchaser for value without notice. Wth that
exception, the legal title of individual
partners is an enpty technicality. The I egal
title to partnership property cannot be
conveyed, devised or inherited as the
I ndi vi dual property of any of the partners
either as joint tenant or as tenant in

common.

The partner’s I nt er est in t he
partnership, which is a personal chose in
action, is all that he nmy assign or

bequeath, and upon his death intestate that

2-



interest passes to his admnistrator as
personal property.

202 Md. at 357.1

Later, in Kay v. Gitomer, 253 Md. 32, 37, 251 A 2d 853, 856
(1969), the Court of Appeals held “partnership property is not
subject to dower, curtesy, allowances to wi dows heirs or next of
Kin.”

Under the Maryl and Revised Uniform Partnership Act, Maryl and
Code Annotated (1975, 1999 Repl. Vol.), 8 9A-201 of the
Corporations and Associations Article, “[a] partnership is an
entity distinct fromits partners.” See Republic Prop. Corp. V.
Mission West Prop., L.P., 391 M. 732, 895 A 2d 1006 (2006).
Section 9A-203 expressly provides that “[p]artnership property is
property of the partnership and not the partners individually.”
Subsection 9A-302(a)(3) indicates that “[p]artnership property
held in the name of one or nore persons other than the
partnership, without an indication in the instrunment transferring
the property to them of their capacity as partners or of the
exi stence of a partnership, may be transferred by an instrunent
of transfer executed by the persons in whose nane the property is

hel d.”

! To the extent that appellant contends that the fact that the
Partnership agreenent in this case was not formalized until 2003 is
significant, it is noted that the partners in williams v. Dovell
acquired the property as joint tenants in 1937. A formal
partnershi p agreenment was not entered into until 1946 when it was
required in order to obtain a General Mdtors deal ership.

3.



By resting its determnation of legislative intent on a
distinction between “title” and “ownership,” the Mjority
resurrects an “enpty technicality” that has |ong been put to rest
by case and statutory |aw. We should instead assune that the
General Assenbly was aware: that partnerships are separate
entities from their individual partners; that partnership rea
property can be held by one or nore persons w thout reference to
the partnership in the instrunent transferring the property to
them and that those persons can, in turn, transfer that property
by an instrunment to another person or entity.

Subsection 12-108(y)(1) of the Tax Property Article states
that a “‘Predecessor entity’ includes a: 1. Maryland general
partnership,” and subsection 12-108(y)(2) states that “[a]n
instrument of witing that transfers title to real property from
a predecessor entity . . . to alimted liability conmpany is not
subject to recordation tax if: (i) 1. the nmenbers of the limted
liability conpany are identical to the partners of the converting
general partnership . . .”7; and “(ii) each nenber’s allocation of
the profits and losses of the Ilimted liability conpany is
identical to that nenber’s allocation of profits and |osses of
the converting predecessor entity”; and “(iii) the instrunment of

witing that transfers title to real property represents the



di ssolution of the predecessor entity for purposes of conversion
toalimted liability conpany.”?

A deed is an instrunment that conveys title to real property.
Black’s Law Dictionary (8'" ed. 2004) at 334 defines “convey” as
“to transfer or deliver sonething such as a right or property to
anot her especially by deed or other witing.” In this context,
“convey” and “transfer” are interchangeable terns. A deed of
partnership property from the partners on behalf of the
partnership to the limted liability conmpany conveys or transfers
title from the “predecessor entity” to the limted liability
company. Certainly, no one contends that the limted liability
conpany does not receive legal title to property as a result of
such a deed.

Conversion is “the act of <changing from one form to
anot her.” Black’s at 356. To require the converting genera
partnership to first title the partnership property in the nane
of the partnership in order to avail itself of the exenptions at
issue is to ignore the past treatnent of partnership property and
the recognition that partnership property need not be held in the
name of the partnershinp. To me, the intent of the General
Assenbly, as reflected by the statutory |anguage, was sinply to

permt, under certain specified conditions, a general partnership

2 The Tax Court did not nmake an express finding as to the
satisfaction of subsection 12-108(y)(1)(iii), but such afindingis
inmplicit inits ruling and appel |l ant does not contend ot herw se.
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converting to a |imted Iliability conpany to reflect that
conversion in the land records without incurring a recordation or
transfer tax. That is consistent with 8§ 4A-213(a) of the
Cor porations and Associations Article, which provides that “[a]ll
property owned by the converting general . . . partnership
remains vested in the converted entity.” (Enphasis added.)
Recording the deed in the land records nerely reflects and
confirms the statutory vesting of the partnership property in the
limted liability conpany.

That interpretation is not inconsistent with the exenption
provided in § 12-108(q) that an instrument of witing conveying
real property from corporations, limted liability conpanies and
partnerships to the original sharehol ders, nenbers, or partners
of the partnership “on |liquidation, dissolution or termnation is
not subject to recordation tax.” In order to qualify for the
exenptions at issue, the conversion of a general partnership to a
limted liability conpany nust represent a “dissolution of the
predecessor entity” and the real property of the dissolved
partnership nmust be conveyed to an entity namde up of the
identical partners with the sane rights and obligations as to
profits and | osses. That conveyance is not unlike a conveyance
to the original partners of a dissolved partnershinp. In both

i nstances, there has been no real change in ownership.



Respectfully, | believe that the Tax Court was correct and

that the decision of the circuit court should be affirned.



