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Dear

This is inreply to your letter dated July 18, 2000,
submtted on behalf of S T, U V, W X, and Y requesting a
ruling under 8 1362 of the Internal Revenue Code.

The information provided indicates that S, T, U V, W X
and Y (the "Corporations") are each S corporations. It is
proposed that pursuant to an agreenent of merger and applicable
state law, S, T, V, W X, and Y (the "Target") will nerge into U
(the Survivor"). The separate corporate existence of the Target
corporations wll cease. The Survivor wll acquire all the
assets and assune all of the liabilities of the Target

cor porati ons.

The stock of the Target corporations will be exchanged
solely for stock in the Survivor corporation.

The parties represent that this merger will qualify as a
statutory nerger (within the nmeaning of 8 368(a)(1)(A)).

Section 1362(d)(2)(A) provides that an el ection under
§ 1361(a) shall be term nated whenever (at any time on or after
the 1st day of the 1st taxable year for which the
corporation is an S corporation) such corporation ceases to be a
smal | busi ness corporation.

Section 1362(d)(2)(B) provides that any term nation under



8§ 1362(d)(2) shall be effective on or after the date of
cessation.

Based solely on the facts submtted and the representations
made, we hold as follows:

(1) The Accunul ated Adjustnents Account of the Survivor
corporation after the merger will equal the sum of the
Accunul at ed Adj ustnents Account of the Survivor corporation and
the Target corporations (see Rev. Rul. 79-52, 1979-1 C. B. 283).

(2) The nmerger will not term nate the elections of the
Target corporations as S corporations within the neani ng of
§ 1361(a)(1l) for their respective final tax year ending on the
effective date of the nerger (see Rev. Rul. 64-94, 1964-1 C B.
317).

(3) The nerger will not term nate the Survivor corporation's
election to be taxed as an S corporation under 8§ 1361 (see Rev.
Rul . 69-566, 1969-2 C.B 165).

The rulings set forth above are conditioned upon the nerger
bei ng effective under applicable state |aw, the mnerger
constituting a valid reorgani zation within the nmeani ng of
8§ 368(a)(1)(A) and the Corporations each being a valid S
corporation at the tine of the transaction.

Except as specifically rul ed above, we express no opinion
concerning the federal tax consequences of the transactions
descri bed above under any other provisions of the Code. No
opinion is expressed concerni ng whether the transaction wl|l
neet the requirenents of § 368(a)(1)(A).

This ruling is directed only to the taxpayers that requested
it. Section 6110(k)(3) provides that it nmay not be used or cited
as precedent.

Pursuant to the power of attorney on file with this office,
a copy of this letter is being sent to S

Si ncerely yours,

J. THOVAS HI NES

Branch Chief, Branch 2

Ofice of the Associate Chief Counsel
(Passt hroughs and Special |ndustries)

Encl osures: 2
Copy of this letter
Copy for 8 6110 purposes



