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The enclosedreport concludesthat it would be appropriate to treat the
first and secondstepofa step transaction asseparateand independent
transactions provided that the first step by itself is a qualified stockpurchase
and an electionundersection338(g)or section338(h)(lO) is madewith
respectto suchqualified stockpurchase. The report concludesthat such an
electiveregime is consistentwith currentlaw andwill provide simplification
and certainty to this area ofthe law. Moreover, the report supports issuing
regulatoryguidanceallowing taxpayersto makesuch an election,and
providing a setofexamplesbasedon themany rulings and the caselaw in
this area.
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