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Ending Point

Assets with greater
FMV (net of
liabilities) than CD

Considered a
continuation of

P'ship AB for
Federal income P'ship ABCD files a tax
tax purposes return from 1/1/99 to

12/31/99, indicating that until
9/30/99 it was P'ship AB.
P'ship CD files a final tax

return from 1/1/99 to 9/30/99.

Partnership AB, in whose capital and profits A and B each own a 50-percent interest, and partnership CD, in
whose capital and profits C and D each own a 50-percent interest, merge on September 30, 1999, and form
partnership ABCD. Partners A, B, C, and D are on a calendar year, and partnership AB and partnership CD
also are on a calendar year. After the merger, the partners have capital and profits interests as follows: A, 30
percent; B, 30 percent; C, 20 percent; and D, 20 percent.

Since A and B together own an interest of more than 50 percent in the capital and profits of partnership
ABCD, such partnership shall be considered a continuation of partnership AB and shall continue to file returns
on a calendar year basis. Since C and D own an interest of less than 50 percent in the capital and profits of
partnership ABCD, the taxable year of partnership CD closes as of September 30, 1999, the date of the
merger, and partnership CD is terminated as of that date. Partnership ABCD is required to file a return for the
taxable year January 1 to December 31, 1999, indicating thereon that, until September 30, 1999, it was
partnership AB. Partnership CD is required to file a return for its final taxable year, January 1 through

September 30, 1999.
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