Treas. Reg. § 1.338-3(b)(3)(iv),
Example 2
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(i) On January 1 of Year 1, P purchases 75 percent in value of the R stock. On that date,
R owns 4 of the 100 shares of T stock. On June 1 of Year 1, R acquires an additional 16
shares of T stock. On December 1 of Year 1, P purchases 70 shares of T stock from an
unrelated person and 12 of the 20 shares of T stock held by R.

(ii) Of the 12 shares of T stock purchased by P from R on December 1 of Year 1, 3 of
those shares are deemed to have been acquired by P on January 1 of Year 1, the date
on which 3 of the 4 shares of T stock held by R on that date were first considered
owned by P under section 318(a)(2)(C) (i.e., 4 x .75). The remaining 9 shares of T stock
purchased by P from R on December 1 of Year 1 are deemed to have been acquired by
P on June 1 of Year 1, the date on which an additional 12 of the 20 shares of T stock
owned by R on that date were first considered owned by P under section 318(a)(2)(C)
(i.e., (20 x .75)-3). Because stock acquisitions by P sufficient for a qualified stock
purchase of T occur within a 12-month period (i.e., 3 shares constructively on January
1 of Year 1, 9 shares constructively on June 1 of Year 1, and 70 shares actually on
December 1 of Year 1), a qualified stock purchase is made on December 1 of Year 1.



