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required that the basis of shares or securities received in transactions to which the regulations
applied (certain exchanges and distributions governed by section 354, 355 or 356 of the Code) be
determined by reference to the particular shares or securities in exchange for which (or, in a
distribution, with respect to which) such shares or securities were received. The final regulations
generally continue the tracing approach of the proposed regulations and extend that regime to
receipt of “boot” governed by Section 356 of the Code.

As noted in the preamble to the final regulations, such extension raises certain technical
questions, including the proper treatment of losses realized with respect to stock or securities
exchanged solely for boot in the context of a reorganization. The enclosed report contains our
recommendations for the treatment of such losses, which a substantial majority of our Executive
Committee believed should be deferred and a minority believed should be immediately
recognized. The report also discusses some remaining technical issues and suggests areas in
which additional clarification would be helpful. 1In particular, the report recommends
clarification in the following areas:

1) The allocation of basis from multiple classes of surrendered shares or securities to
a lesser number of shares or securities;

ii) The ability of taxpayers to make designated allocations in public exchanges;
ii1) The scope of the rules governing “stockless” reorganizations;

iv) The determination of basis in triangular reorganizations;

V) The scope of the rules governing the allocation of boot;

vi) The determination of basis in certain split-off transactions;

vii)  The determination of which share or securities are surrendered when less than all
shares or securities are surrendered; and

viii)  The determination of basis in certain consolidated return transactions.

We appreciate your consideration of these comments. Please do not hesitate to contact us
if you wish to discuss the report, or if we can assist you in any other way.
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