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This is ie reply to your letter of June 17, 1333, to
yr. Ladreace &. Augusta rsguastcing aa opimicn as to wiother
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2 Considarsd a chaace in ownerxsalp of real property
7 Gwnad Ly your cliaat's partnership under tii2 pro-
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fransagctions

i. %he rPartnership will conbtributae its assats
(including the Property) to 2 newly oxganizad cerxpornition ia
gxeaange for the stock of tha corporatica. Toe steck of ths
cormoration will then be distributed by tie Partnsrsiip o
ths Partners in a liquidating distribytion. %he Partaarsaip
will cdissoive, and tha Fartners will each have the sarms
proportional ownership fatsrest in the cvorperation as thay
nad in the Partnership.

Y“his alternacive is ia conformity with the exclusicn
providad by Hevenue and Paxzation Code 3ecticn §2(a) and
Califoraia adniniztrative Code, Title 15, zuls 462(3) (2) (B)
(couy gaclesed). B -

2, The Partnarship wiil first liguidate and distributa
assets, including tie Froperty, to tha Partners in accor-
lenca with thelr proportional Partnership interests. The Part-
2rs will thaea contribute their undivided interssts in the
ssetd, including the Property, to a new corporation in exchanga

r stock of the corporation. The Property will first boe trans-
errad to the Partners individually, then to the corperation. -
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thaers will esach have thoe

wha Pex samg proworkional ownership
interest in tho corporation aad its assets as thay did in ths
Partnzrshdo,

. Thds proposal would cual;:y fer an exclusion fro
changz of cwanership reappraisal. cwever, particular care
ustc Lﬁ exarcised in the deeding of parcals to the varicus
partnoers to insure that tha oro¢ortioaal ownership intarests
Qo not vary in aay wmaaasr.

3. The Partners will cach coatribute their Partaership
interasta to & now corporatioa in exchangs for stock. The
Partners will own the same proporticnal interssta in the
corporatica and the corporation's asgsets as they cid in the
Paritnarsnip. After the transfer of ths Partnership interests
to the naw corporation, tha Partnership, having only sas memuer
{(tha cozporation), will cease to exist. Tha ¥Froperty will bLe
transferreda (oy Oﬂeratzoa of law) from the °artnershia to the
corzoratioa.

This mathod would yualify for an exclusion frca
Chainys in cwhaerahip reagpralsal.

4. The transaction will be the sas2 33 Altarnative

30. 3, but a fow of thae Limited Partners may dissent from tie

varazll plan of incorporation aad nay elsct not to transfer

thelr Partnership intarests to the new corporation. The

?no-“arsq*p, tharafore, will remain in existence and than
will consist of thosa few Partners who alectesd aot to incor-
porata :heir Partnership intargests (the “Caincorporated
Partnars™) and the naw corporation. The naw corporation wiil
own all the Partaership interestcs of those Partners who trans-
ferred thelir Partnaership interests to tae cerporation in exciaangse
Cfor stock (tae *Incorporated Partners®) and tha Incorporated
Fartrers will own stock in the new ccocrporation proporticnate

to the valus of tha Parinershipy interests they trarnsferrad.
Lecauze the Partnership remains in existence, ths Property will
not pe traasfarred. The Unincorporatad Partnars will retain
tiaeir original interest in the Partaexship-an& its assets
{includiag the Zroperty). The Incorporated Partners will liava
tha saune proportional ownership interssts in the aszets of the
Partnarshdp (including the Property), but will not have the
sams parcentage ownershlp in the new corporation as they ¢id in
the Partoerzalp (because not all the Partners are incerporating
thair interasta). For exaapla, if 10 indivicdual partners in
aa 11 partnsr partaership own 50% of the partnership interasts
(93 for cach partaer), aand those 13 partners transfer thelr




~5- sugaLt %,
sartnersindp loteresis to a asy corpoeraticn ia exoiang: for
1042 of the nav corsorationts cwoci, ooch: of thuss individu
wiil own 183 of the stock of ths acw cormcratioa, which, is
turn, will then oun $03% of tue portacrsiip interssts.  Lach
individual, thersfore will rotzin a 9% iaterest in tha vactas
sisip's asszts (1.e., LJd% 0 Q).
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have remained.
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. I Lelleve tne
your letter and i€ aay
pluzize 4o not hesitatlz
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Scelura

o would cauze a reappraisal of 1843
praperty. ‘this rasul: stems fronm
> 452(3) (1)
wartsersaip is cranasé
partnarshiy coantinuas. AaAdditicaall
intarests could act L2 considerad

trangiaers.
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Gilboart 7. Cenbacz
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