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which are ordered to be acquired,
transferred, received, or sold upon such
exchange, acquisition, expenditure, dis-
tribution, or sale and, in the case of an
investment, the investment to be
made, so as clearly to identify such
property.

(c) The exchange, acquisition, ex-
penditure, investment, distribution, or
sale shall be made in obedience to such
order and shall be completed within
the time prescribed in such order.

These requirements were not designed
merely to simplify the administration
of the provisions of section 1081, and
they are not to be considered as per-
taining only to administrative mat-
ters. Each one of the three require-
ments is essential and must be met if
gain or loss is not to be recognized
upon the transaction.

§1.1081-10 Nonapplication of other
provisions of the Internal Revenue
Code of 1954.

The effect of section 1081(g) is that an
exchange, sale, or distribution which is
within section 1081 shall, with respect
to the nonrecognition of gain or loss
and the determination of basis, be gov-
erned only by the provisions of part VI
(section 1081 and following), subchapter
O, chapter 1 of the Code, the purpose
being to prevent overlapping of those
provisions and other provisions of sub-
title A of the Code. In other words, if
by virtue of section 1081 any portion of
a person’s gain or loss on any par-
ticular exchange, sale, or distribution
is not to be recognized, then the gain
or loss of such person shall be nonrec-
ognized only to the extent provided in
section 1081, regardless of what the re-
sult might have been if part VI (section
1081 and following), subchapter O, chap-
ter 1 of the Code, had not been enacted;
and similarly, the basis in the hands of
such person of the property received by
him in such transaction shall be the
basis provided by section 1082, regard-
less of what the basis of such property
might have been under section 1011 if
such part VI had not been enacted. On
the other hand, if section 1081 does not
provide for the nonrecognition of any
portion of a person’s gain or loss
(whether or not such person is another
party to the same transaction referred
to above), then the gain or loss of such
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person shall be recognized or nonrecog-
nized to the extent provided for by
other provisions of subtitle A of the
Code as if such part VI had not been
enacted; and similarly, the basis in his
hands of the property received by him
in such transaction shall be the basis
provided by other provisions of subtitle
A of the Code as if such part VI had not
been enacted.

§1.1081-11 Records to be kept and in-
formation to be filed with returns.

(a) Exchanges; holders of stock or secu-
rities. Every holder of stock or securi-
ties who receives stock or securities
and other property (including money)
upon an exchange shall, if the exchange
is made with a corporation acting in
obedience to an order of the Securities
and Exchange Commission, file as a
part of his income tax return for the
taxable year in which the exchange
takes place a complete statement of all
facts pertinent to the nonrecognition
of gain or loss upon such exchange, in-
cluding—

(1) A clear description of the stock or
securities transferred in the exchange,
together with a statement of the cost
or other basis of such stock or securi-
ties.

(2) The name and address of the cor-
poration from which the stock or secu-
rities were received in the exchange.

(3) A statement of the amount of
stock or securities and other property
(including money) received from the
exchange. The amount of each kind of
stock or securities and other property
received shall be set forth upon the
basis of the fair market value thereof
at the date of the exchange.

(b) Exchanges; corporations subject to
S.E.C. orders. Each corporation which is
a party to an exchange made in obedi-
ence to an order of the Securities and
Exchange Commission directed to such
corporation shall file as a part of its in-
come tax return for its taxable year in
which the exchange takes place a com-
plete statement of all facts pertinent
to the nonrecognition of gain or loss
upon such exchange, including—

(1) A copy of the order of the Securi-
ties and Exchange Commission di-
rected to such corporation, in obedi-
ence to which the exchange was made.
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(2) A certified copy of the corporate
resolution authorizing the exchange.

(3) A clear description of all property,
including all stock or securities, trans-
ferred in the exchange, together with a
complete statement of the cost or
other basis of each class of property.

(4) The date of acquisition of any
stock or securities transferred in the
exchange, and, if any of such stock or
securities were acquired by the cor-
poration in obedience to an order of the
Securities and Exchange Commission,
a copy of such order.

(56) The name and address of all per-
sons to whom any property was trans-
ferred in the exchange.

(6) If any property transferred in the
exchange was transferred to another
corporation, a copy of any order of the
Securities and Exchange Commission
directed to the other corporation, in
obedience to which the exchange was
made by such other corporation.

(7) If the corporation transfers any
nonexempt property, the amount of the
undistributed earnings and profits of
the corporation accumulated after Feb-
ruary 28, 1913, to the time of the ex-
change, computed in accordance with
the last sentence in paragraph (b) of
§1.316-2.

(8) A statement of the amount of
stock or securities and other property
(including money) received upon the
exchange, including a statement of all
distributions or other dispositions
made thereof. The amount of each kind
of stock or securities and other prop-
erty received shall be stated on the
basis of the fair market value thereof
at the date of the exchange.

(9) A statement showing as to each
class of its stock the number of shares
and percentage owned by any other
corporation, the voting rights and vot-
ing power, and the preference (if any)
as to both dividends and assets.

(10) The term exchange shall, when-
ever occurring in this paragraph, be
read as exchange, expenditure, or invest-
ment.

(c) Distributions; shareholders. Each
shareholder who receives stock or secu-
rities or other property (including
money) upon a distribution made by a
corporation in obedience to an order of
the Securities and Exchange Commis-
sion shall file as a part of his income

§1.1081-11

tax return for the taxable year in
which such distribution is received a
complete statement of all facts perti-
nent to the nonrecognition of gain
upon such distribution, including—

(1) The name and address of the cor-
poration from which the distribution is
received.

(2) A statement of the amount of
stock or securities or other property
received upon the distribution, includ-
ing (in case the shareholder is a cor-
poration) a statement of all distribu-
tions or other disposition made of such
stock or securities or other property by
the shareholder. The amount of each
class of stock or securities and each
kind of property shall be stated on the
basis of the fair market value thereof
at the date of the distribution.

(3) If the shareholder is a corpora-
tion, a statement showing as to each
class of its stock the number of shares
and percentage owned by a registered
holding company or a majority-owned
subsidiary company of a registered
holding company, the voting rights and
voting power, and the preference (if
any) as to both dividends and assets.

(d) Distributions; distributing corpora-
tions subject to S.E.C. orders. Every cor-
poration making a distribution in obe-
dience to an order of the Securities and
Exchange Commission shall file as a
part of its income tax return for its
taxable year in which the distribution
is made a complete statement of all
facts pertinent to the nonrecognition
of gain to the distributee upon such
distribution including—

(1) A copy of the order of the Securi-
ties and Exchange Commission, in obe-
dience to which the distribution was
made.

(2) A certified copy of the corporate
resolution authorizing the distribution.

(3) A statement of the amount of
stock or securities or other property
(including money) distributed to each
shareholder. The amount of each Kind
of stock or securities or other property
shall be stated on the basis of the fair
market value thereof at the date of the
distribution.

(4) The date of acquisition of the
stock or securities distributed, and, if
any of such stock or securities were ac-
quired by the distributing corporation

193



§1.1081-11

in obedience to an order of the Securi-
ties and Exchange Commission, a copy
of such order.

(5) The amount of the undistributed
earnings and profits of the corporation
accumulated after February 28, 1913, to
the time of the distribution, computed
in accordance with the last sentence in
paragraph (b) of §1.316-2.

(6) A statement showing as to each
class of its stock the number of shares
and percentage owned by any other
corporation, the voting rights and vot-
ing power, and the preference (if any)
as to both dividends and assets.

(e) Sales by members of system groups.
Each corporation which is a member of
a system group and which in obedience
to an order of the Securities and Ex-
change Commission sells stock or secu-
rities received upon an exchange (made
in obedience to an order of the Securi-
ties and Exchange Commission) and ap-
plies the proceeds derived therefrom in
retirement or cancellation of its own
stock or securities shall file as a part
of its income tax return for the taxable
year in which the sale is made a com-
plete statement of all facts pertaining
to the nonrecognition of gain or loss
upon such sale, including—

(1) A copy of the order of the Securi-
ties and Exchange Commission in obe-
dience to which the sale was made.

(2) A copy of the order of the Securi-
ties and Exchange Commission in obe-
dience to which the proceeds derived
from the sale were applied in whole or
in part in the retirement or cancella-
tion of its stock or securities.

(3) A certified copy of the corporate
resolutions authorizing the sale of the
stock or securities and the application
of the proceeds derived therefrom.

(4) A clear description of the stock or
securities sold, including the name and
address of the corporation by which
they were issued.

(6) The date of acquisition of the
stock or securities sold, together with
a statement of the fair market value of
such stock or securities at the date of
acquisition, and a copy of all orders of
the Securities and Exchange Commis-
sion in obedience to which such stock
or securities were acquired.

(6) The amount of the proceeds de-
rived from such sale.
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(7) The portion of the proceeds of
such sale which was applied in retire-
ment or cancellation of its stock or se-
curities, together with a statement
showing how long such stock or securi-
ties were outstanding prior to retire-
ment or cancellation.

(8) The issuing price of its stock or
securities which were retired or can-
celed.

(f) Section 1081 (c)(2) distributions;
shareholders. Each shareholder who re-
ceives a distribution described in sec-
tion 1081 (c)(2) (concerning rights to ac-
quire common stock) shall file as a
part of his income tax return for the
taxable year in which such distribution
is received a complete statement of all
the facts pertinent to the nonrecogni-
tion of gain upon such distribution, in-
cluding—

(1) The name and address of the cor-
poration from which the distribution is
received.

(2) A statement of the amount of the
rights received upon the distribution,
stated on the basis of their fair market
value at the date of the distribution.

(g) Section 1081 (c)(2) distributions; dis-
tributing corporations. Every corpora-
tion making a distribution described in
section 1081(c)(2) (concerning rights to
acquire common stock) shall file as a
part of its income tax return for its
taxable year in which the distribution
is made a complete statement of all
facts pertinent to the nonrecognition
of gain to the distributees upon such
distribution including—

(1) A copy of the arrangement form-
ing the basis for the issuance of the
order by the Securities and Exchange
Commission.

(2) A copy of the order issued by the
Securities and Exchange Commission
pursuant to section 3 of the Public
Utility Holding Company Act of 1935
(156 U.S.C. 79¢).

(3) A certified copy of the corporate
resolution authorizing the arrange-
ment and the distribution.

(4) A statement of the amount of the
rights distributed to each shareholder,
stated on the basis of their fair market
value at the date of the distribution.

(6) The date of acquisition of the
stock with respect to which such rights
are distributed, and if any were ac-
quired by the distributing corporation

194



Internal Revenue Service, Treasury

in obedience to an order of the Securi-
ties and Exchange Commission, a copy
of such order.

(6) The amount of the undistributed
earnings and profits of the distributing
corporation accumulated after Feb-
ruary 28, 1913, to the time of the dis-
tribution computed in accordance with
the last sentence in paragraph (b) of
§1.316-2.

(h) General requirements. Permanent
records in substantial form shall be
kept by every taxpayer who partici-
pates in an exchange or distribution to
which sections 1081 to 1083, inclusive,
are applicable, showing the cost or
other basis of the property transferred
and the amount of stock or securities
and other property (including money)
received, in order to facilitate the de-
termination of gain or loss from a sub-
sequent disposition of such stock or se-
curities and other property received on
the exchange or distribution.

§1.1082-1 Basis for determining gain
or loss.

(a) For determining the basis of prop-
erty acquired in a taxable year begin-
ning before January 1, 1942, in any
manner described in section 372 of the
Internal Revenue Code of 1939 prior to
its amendment by the Revenue Act of
1942 (56 Stat. 798), see such section (be-
fore its amendment by such Act).

(b) If the property was acquired in a
taxable year beginning after December
31, 1941, in any manner described in
section 1082 (other than subsection
(a)(2)), or section 372 (other than sub-
section (a)(2)) of the Internal Revenue
Code of 1939 after its amendments, the
basis shall be that prescribed in section
1082 with respect to such property.
However, in the case of property ac-
quired in a transaction described in
section 1081(c)(2), this paragraph is ap-
plicable only if the property was ac-
quired in a distribution made in a tax-
able year subject to the Internal Rev-
enue Code of 1954.

(c) Section 1082 makes provisions
with respect to the basis of property
acquired in a transfer in connection
with which the recognition of gain or
loss is prohibited by the provisions of
section 1081 with respect to the whole
or any part of the property received. In
general, and except as provided in

§1.1082-2

§1.1082-3, it is intended that the basis
for determining gain or loss pertaining
to the property prior to its transfer, as
well as the basis for determining the
amount of depreciation or depletion de-
ductible and the amount of earnings or
profits available for distribution, shall
continue notwithstanding the non-
taxable conversion of the asset in form
or its change in ownership. The con-
tinuance of the basis may be reflected
in a shift thereof from one asset to an-
other in the hands of the same owner,
or in its transfer with the property
from one owner into the hands of an-
other. See also §1.1081-2.

§1.1082-2 Basis of property acquired
upon exchanges under section 1081
(a) or (e).

(a) In the case of an exchange of
stock or securities for stock or securi-
ties as described in section 1081 (a), if
no part of the gain or loss upon such
exchange was recognized under section
1081, the basis of the property acquired
is the same as the basis of the property
transferred by the taxpayer with prop-
er adjustments to the date of the ex-
change.

(b) If, in an exchange of stock or se-
curities as described in section 1081 (a),
gain to the taxpayer was recognized
under section 1081 (e) on account of the
receipt of money, the basis of the prop-
erty acquired is the basis of the prop-
erty transferred (adjusted to the date
of the exchange), decreased by the
amount of money received and in-
creased by the amount of gain recog-
nized upon the exchange. If, upon such
exchange, there were received by the
taxpayer money and other nonexempt
property (not permitted to be received
without the recognition of gain), and
gain from the transaction was recog-
nized under section 1081 (e), the basis
(adjusted to the date of the exchange)
of the property transferred by the tax-
payer, decreased by the amount of
money received and increased by the
amount of gain recognized, must be ap-
portioned to and is the basis of the
properties (other than money) received
on the exchange. For the purpose of the
allocation of such basis to the prop-
erties received, there must be assigned
to the nonexempt property (other than
money) an amount equivalent to its
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