Treas. Reg. §1.368-2(b)(1)(iii), Example 4
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(i)Facts. The facts are the same as in Example 2, except that V owns 100 percent of the outstanding stock of Y and, in the

merger of Z into X, the Z shareholders exchange their stock of Z for stock of V. In the transaction, Z transfers substantially all of
its properties to X.

(ii)Analysis. The transaction is not prevented from qualifying as a statutory merger or consolidation under section
368(a)(1)(A), provided the requirements of section 368(a)(2)(D) are satisfied. Because the assets of X are treated for Federal
income tax purposes as the assets of Y, Y will be treated as acquiring substantially all of the properties of Z in the merger for

purposes of determining whether the merger satisfies the requirements of section 368(a)(2)(D). As a result, the Z shareholders

that receive stock of V will be treated as receiving stock of a corporation that is in control of Y, the combining entity of the
transferee unit that is the acquiring corporation for purposes of section 368(a)(2)(D). Accordingly, the merger will satisfy the
requirements of section 368(a)(2)(D).




