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BTN AATVS, TDEHT, A/ RX— 3 VBT ABEHEEO T TY
IV 2 VEHIOWT, FFCA Y — b7 v TRECHT H2HE ) 125256
NHEBEEICFEADPEL o TVEEF R b

Ltk BIHIIEICBII D P Ey 20128 LT, BERIREDDE T VY
VELH] GBI R 2 O GRER \AT 3 5 B BHHE) DT %2 KD 54T
LHMEINZDIEZ, ZOEAORIIENERSND LB DBEHH . TDRE,
) LERENSE L ITREEBIE L L TR KEOEBIE, bbb
AN R (QSBS) BifillcoWT, Z0BARM 2 HIE %G - EHICH 72
S TV 5 DAL L 72O h % T4 G L 72 BT, #amoithbihsd 2 &ns
ZE Lo NUF ¥ —HKEIRD BEERABOBBICETOH S Z L13TTIZH
RKTHMAEINTVEYD, ZOEMANLEFHTCOFMHATHFATLZ LT, b
HENC BT 2#mA L VEETEY)ENLL LD LI L2 HFL TV 5,

I QSBS BifldHLIR

1 HEOHHE

QSBS Bifllid, 7V v b Y BHED T, INBBEHIEAD G R Z M > T 1993
FIEASINTZe 70 ¥ b Y RRHEIZ, WORKEHIZB T, RO L9 12H/
XS 2 EBIEEOBAZ TR 720

[F % OFHHIE, EFOFI T, 41> 7708E,. L) BWillit i) 7297
BHE. TLTEDEOPERHRZE LT, RESEOEEEZM LSS5 X
ICVEEIN TS, HUMBERDDEORHOK AR L T2 720,
Fx OFEICIE. FMEERRRE LS BRI EEEENS TN
TWwh, Fxld, MEEOLODOEAMNRBCEREERE . ) A7 2R A
ERNOH TN RS Do o 1

1)  EHO#EEE LT, BAEY 4/ N— a3 vIcET 2 MBI EOFEEHEICE T 5 —
EZH] T4 F v b Ea— (GEF) THMY EFshTtwi,
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7)) b BMEDTTE L 72 1993 4EELIE  (Omnibus Budget Reconciliation Act
of 1993) 12 & - TEA S 172 QSBS Bidfilid. 5 4FELL A S 417 QSBS D oeH]
I DOWT, 1,000 77 RV O5Edlss & R O FHEMAED 10 f5 & DVFhpkEw
BT CTOHPATE0% R EEED L L) ICHEPED 570, —EHEE S
NIRRUAR D FEER O~ 2B R PSRN 528 T, A= T v 7
N [ER] T2 A TABRICT 7 AT WS EHRIFLT 2 LIRS
7eDTH DT,

7272, 50% BEAb &) EBNEIC DS . TORRTIZ, FBHNC L 5T
2N EOFEFIIZNTIERELDDOTIE o728, T3, FHAIR
LD 50% # I IRC 8§81 (h) (4) 1285 28% OF ¥y ¥ V7 A URIERT
MBEINDZ L LR oTBY (Thbb, KMIEICEE L2FERBEE 14%)
1998 AERLMICLIEIZ & ) F ¥ ¥ & V7 A4 Vi@ BiEess 20% (25 & T 6 7z ki
TlE, 6/785—t > FRA Z FOREBIIRICT E o729, T2, BRIFSF)
BEIRBEI =~ 28 (AMT) OXRE %o 7272010 JBIIYIZ 7% OB TH
BishametEr A LT (RIC AMT 23S h 2546, ArtoEMBIERI
1498% L 72 %),

ZD%. 2009 FOBHSLIEIZL D, 200942 H 18 HA5H 201049 H 27 HD
BHCHEAT S N7 QSBS 12D W T, BRAVERDS 75% LT & 7z, ERlfark Ll
DAFENS & B RFESIET L. OF LW EH ORI & LDz d 5 R
O, T L CORFIEE 2 IHEALT 2 TH A ) WEEIEET L2 EAZOHB
EENTW, ZORR, QSBS BRAN DK KR & 7 5 R OFEEAR 16§ 5 FER =S
13 847% FTRELHFIETIFON/D, ERIOFRMBEIEL 14.98% &\ ) FTid,

5)  William J. Clinton, Address Before a Joint Session of Congress on Administration Goals
(Feh. 17, 1993).

6) Sec. 1202 (a) (1).

7)  Gary Guenther, Small Business Tax Benefits: Current Law, CRS Report RL32254
(updated Nov. 10, 2021) 14.

8)  Manoj Viswanathan, The Qualified Small Business Stock Exclusion: How Startup
Shareholders Get $10 Million (or more) Tax-Free, 120 Colum. L. Rev. F. 29, 30 (2020).

9 Id

10) IRC sec. 57 (a) (7).
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20034E L ) F X EF VT A VIREBED 15% IZHE TIPS 2 L ThE
NERG, S5,y T4 7TORSERMETHLEIASNTVIZDOTH
213),

2010 FF/NAZERE M L A BIHIGE Cld, ARAICHERD) Lawz & x HiE
ELTW, DWISHEFTFEBIA S 100% ORISR HNL L Loz,
2010 42 9 A 28 H LI kR 2 BUS L 72 bk £ 1L, S EM oA 272 s
WALIE, 1000 J5 BOVIO F 7213 2 o FL AR (BEHH) @ 10 AL O VI o
REVEHAREL LT, Flixe 3 XCTRANTE 2 L9 I8l S iz, M ESE
NOEEEMRL, BAAIEAT 2L 2L 2fECH D, 7272, 20 100%
B ey MEREPSER S, 7T =2 ZICHHT L ICERHEREES S
Sl LIRS D1,

2015 4F 12 A, AN EET T, 100 78— & > by 2 EALL T 2 BLHICIE A
A7 L HIEEOEAALAEI L7z (2010 459 A 27 H DIBEIZ 384T S 7o pk X
FEhd). St Fr 5T A VimEBiEs 20% (14D — 2K IE % il
AL, TIUCHPLETTEH 38% A ERESIND) LENLOICHLT, 20
AR IR E R DD E o T2,

2 BUTU oG

(1) QSBS %A}

QSBS (&, FEATERC [@Ag/NEESE (Qualified Small Business, QSB) | 127%
M55 CHEANOKRNIS TH - T, »OoMEIUWIELT (original issuance) HFiZ

11) Beckett G. Cantley, The New Section 1202 Tax-Free Business Sale: Congress Rewards
Small Businesses That Survived the Great Recession, 17 Fordham J. Corp. & Fin. L. 1127,
1136-37 (2012).

12) David B. Strong, Section 1202—Qualified Small Business Stock (Aug. 17, 2021) 25.

13) Id. at 26.

14) Cantley, supra note 11, at 1140.

15) Sec. 1202 (a) (4).

16) 1000 J5 RV 2 S IXEI4E F CO®PEDOREI WA SN A, Sec. 1202 (b) (1) (A).

17) Cantley, supra note 11 at 1160.

18) QSBS Fiffloxi G & 7 2RI IE. A by 74 TV a YidEE N\, Natkunanathan
v Commissioner, TC Memo 2010-15, affd (9th Cir 2012) 479 Fed Appx 775.
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SEHZOMOME FRRTETR) LFIEHRZIC, HILVIEAEIREE S
F—E2ADOMME LT, B ZBE LD LERISNTVRL),

ZD70, SITEAOHKR /XA 2V —FHFEROKIIL, QSBS RILOR S L1t
7B\ QSBS Bifill 0 BUE % FEMM¢ 5 7201213, RRRGEER ORI Z T TR L.
CEAMIENT LI LI TAL AR (ZHIER) &L QSBS iEHERO
WAt e 2R T D ZEPRLEL 2 D0, Z LT, EABEEZRELLFIETIFS
BEHICLHE DS 2017 4R IC LT 5 £ Tl FiBlFEREOR I H 2o TIA AN —F
ERERERL, EABEHZART L2 ENLVEENRTEL2, ok,
MYNA AN —FEEE LTHIL L, ZOMERFS% 351 £OMERNE| L LTC
FEAKER & Mg B REEIZB AN TV B2, F oy 7 Ky 7 2 L0EIR %
BEFLEEICS, 28— b=y TOER LR, 7S~ b F—28— b F—3
v TR CHENCREEL, CEAOMKXZAR I NS b0L LT b
bo 7272, WITNOHEDL, CIEADANRITEINTHL S 5 FORAFES%
FET B LENDH L2,

T BBITICE > THET A 2 EREREN TV S 202, HADC &
ANOBRZEBEAERELSHEA LA, ZORHTYUFMEILQSBS & LTo
kxRS, 7277 L. QSBS 2SS £ - I3FETEIC X W B S N2 A . AL
FEIEN LA U5 C QSBS & Ui L. REJEIE AT oG L 72 ]I 1 2 ok % 7
HLTW b0 e LTHbNES,

EHICEELZOF, HE (351 4%) F7-I3MRER (368 50 WHIZBT 56

19)  Sec. 1202 (c) (1).

20) Cantley, supra note 11, at 1146.

21) bokdb, VNI UNL—IZBIFAAY — bT v TR BB EOAFNC L b5
T CEANZERT LMD 5 LRSI, BHTNEFHE LTS LTz, See
Gregg Polsky, Explaining Choice-of-Entity Decisions by Silicon Valley Start-Ups, 70 Hast-
ings L.J. 409, 411 note 1 (2019).

22) Bahar Schippel, Incorporating a Partnership to Take Advantage of the Qualified Small
Business Stock Rules, 19 J. Passthrough Entities 47, 48 (2016).

23) Id. at 50.

24) KRS [HHICITS N2 o) THDHZ L E2MET 572012, IRC §1202 (o) (3)
X CHEAEROERICHIREZ L TV b,

25) Sec. 1202 (h) (1).
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WNTHbH, TNHDORFNI L 5T, QSBS 2L #RI & L S /A 120, 72
EZHUS L7 QSBS & L CHMEThro/ze LThH, T L 22#RAE
BEINTZHICPRE N QSBS & L THib b Z EPHESNT WS, 7272
L #7202 B L 72T L € QSBS OB 2§l 72 S 2 WHEI21E, 20
FEPE IR I QSBS Bl 2% S TR S N BRI, WEIHICBWT 361 &5
7213 368 SO AFERREME DB A o 728 L7z HREER S 72 Th 5 ) FIE O
FHICBRE ST 5 (U L 72837 QSBS #it% Th 2 &1 IE 2 DR Y T
V20,

Bl 21X, WOBEBIB D & 512, MR %2 30 L CHEL SBERL L 728013
FHTHHoTH 1202 0B FEIZHET LI ENTE S,

B HIMBEEHT 1202 5D QSB 12744 T AHEDA 5 — 2 v ORISR
THbHEIRET 5. AIZEDD 64FH T, BIZEROMIIZ 800 77 NIV OAlifii
BHLTWe w4207 MBZFDOAL v 7 — %y MEEICER L., Al¥ES
OBMRAE GLERROIIFT 2 2 L 2 I—RE L7z, 368 50 B R TR &
L CIRRBL & %2 HB | 34T b, AIERIE 800 7 FVHH4 D~ A 71y 7 b
a2 o720 208, AIENIS THEBIAIEEORET 2~ 470V T
M AERESAT 1000 77 R VI 7 o 72805 CL AR Z 55T 5. oA, Al
EFII~ A 71 7 FEER 1000 F FIVIZOWTHE L7258 5154 5 800 /1 I
NVEBHNT DI LD TED, BIEEN 368 KBS L > TG Lz~ A 71
V7 MERAIE QSBS O A RFFL T b7z, v~ 1 7y 7 M
QSBIZEHU L Wb b 63, 1202508 % 521, 800 77 KV % B
B ENTELDOTH S

26) Sec. 1202 (h) (4).

27) Sec. 1202 (h) (4) (B).

28) Christopher Karachale, Qualified Small Business Stock Under IRC Section 1202: Tax-
Free Money for the Masses?, 31 Cal. Bus. L. Prac. 73, 79 (2016).
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(2) QSB Zff:

QSBS #itll D@ & 521 2 720 121d, Ak o@D, QSBIZF4 T4 CiEAD
BRATHRIT ISR S v, N/ IEIEESESE (QSB) ] L. LT oZMzizd
CHEATHLENEANE LTERINTNLD),

(A) 1993 AT L OBIEH 2 5 U HBATH E T, HHF (at all times)
LEEN (F713 2001 8) OMEED 5000 7] FVEBZ ThienI L

(B) FATEBZOLEEFEOREERE (BT ASH L ZE L TRE)
A35000 5 KLV E#AZ T, o

(C) HFEEMD, REOHWEERT 5720 BREENERT 2 MEH
. REBLOMEICHLTRIETZ2ZLICHEL TS L

COXIIT, QSB MBI EFAEL LT, MBS S NDL Z &1l h
S TWb, TIICW)MEERIE, FE LT, BB L EADPRET 548k
DA oW E O FRBEL LM 2 B\ CRE SN D, 7272l COREIIH/2o T,
QSBS FATD 72012 K753 NI HYE S N7 O F A EMZE I . HEH DY
M BEORNIEHGMEE SNE0, 28— b7 v TREANDTE L V) BlA,
SIIFEITENEAR TS 2 2 L LS TE LW, FA—0B &t v—7
BT AEANE, SOTANEOBBRTIER—OFEANE L THRLNL I IR -
TV B3,

7o HRAFEATHTE TIZB VT, Wk, REEA5000 77 BV & T a2 SEH
HHEFEINTND, HBREFEITHIZE000 7 FVoREL#EEL TOESEL R
CTLIZE ALV, bobd, BBUTICKZ2IBEDIIR SN TV 72D,
ZOEMFREHIMT 2D 72> TAEEWDNTFET S LM SN 5,

KWT, (BEIZIE QSBS 2 5 DB FER & L TRESITSEN TS L DD)

29)  Sec. 1202 (d) (1).

30) Sec. 1202 ().

31) Sec. 1202 (d) (3) (A). =B, TOHEOBFHI IV — T L, BPF otk
GROEF 721 2MMME) D 50% BE AL TCWwb 7 V=702 L 5xET,

32) Strong, supra note 12, at 16.
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MR ORAE M OFEEN 7 2T (substantially all) 128\ CTHEFNAY 72 3
(active business) #{T>TWwb 2 &, BLXUPCHEATHSL I EAERSNTW
%33, BARMIZIZ, BEEAOEED (fifHICBT) 80% L EASEEEHRED
REBIAOISEIICH VO TV A T b, BLUOZFDOEADEREENTH H 2 &
THhHW, 72720, AF— v TREOHE. AIERTREBNWFEICNT T
R 2GR L TR D2 Db, £ 2T, IFRO@ERFEIIHEL T, O
RIZEEE, @WIZE - SUBRIGED £ 72 1 XN ZEG BN S o & E, Bk
EORBIN 2 ZTICHEHSNE DL LTb R T iuE % 5 %21,

WRHEFEIZOWTIE, TOWEEBBIICERT 20T %R, FIFEEhg)
BFIZ BT B — AR E D BRSO BRI b 0 L BUE STV %),
BAEFIE L L CRO LN VAR, (A) B, 3, T5, B, 85 &
A, BEEM, 2 VT 0 27 KB @Y —EA MM -E B X
O TT AL EOWEEB OFFH - HaENE7- 5 &% (principal asset) & 7% 455
KPP0, (B) #ATH. fRBE. ) — A, B, HEE-REKOE T AR, (O) B
EEIAR (MEEZEL) BLY (D) ATV, E=7V, VAT X OEEH
EFBEPOC Y AZAPEITON, - RAEENPRENTE, TNHD
JEEHEIIERICHEENE DT TIE %R, FEFHOFEE»EE L., HE
2 —v 2 (MAAOEME (individual expertise) | OIEfZ &) &) ER
THifEEIRE L T2 e W) BlLErSHE SN 538,

SO, REEIM L EMNT A0, RAEREICOWTORIBRLFET %,
FEAOBHED 10% D EREZHSEOR— b7+ ) T F 721355 TR X
NTWREEIL, BHEAPRBFET A Pz 2w E2PHEICL Ty
%39, F72, BNEHED 10% ML EDBABETH 256, € OAE#E L@ %6

33) Sec. 1202 (c¢) (1).

34) Sec. 1202 (e) (1). #iZ. TN E HFHE L CTLEES> TWIUZRED 2DO0IH S TH
WeRii s N5,

35) Sec. 1202 (e) (2).

36) Sec. 1202 (e) (3).

37) See, e.g, Owen v Commissioner, TC Memo 2012-21; Holmes v Commissioner, TC
Memo 2012-251, affd (9th Cir 2015) 593 Fed Appx 693.
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BHEO—ERE L THF I N TR UE 7 5 7 nia),

(3) /SAZN—FEAEHPRA L T 5550 RE

QSBS Bl D BEIX, NWAZNV—HEEKEHEMETAY — b7 v TRFEIHEL
P2 D Ko /SAZ N —HEROFREFIED ) B ZOWMBLE OFIZIE L
TRET T30 Tid, BTS2 OB SN D TH 4,

ZDOBEAV 2T B FIROHPHIZ OV TIE, RO L) ITHE SN TN 512,

(A) ZOEEH. (ZOFEREMANL AL LIGEID) LUFERERIC
BWCEB/IBREESER L L TOREELZZ L, OZOFEERIIL -
THFEBRA SN TV DTEH - IR FRISERNT 2 5D TH
N/

(B) Zo@FIX, NSAANV—FHERPHRREZIE L2H2 S 2OH%RLEFH/ S
A AN —HEEDPHRAEWGT 5 F TOM. #HE LT (at all times) #B
BHTAH L T B FEEAR T2 RE L Tl LIl o T, MBiED
BIMRICEINLHDOTH S

KL, RAZNV—HER L LUHERE (WBE) TN OBRIZB W Tk
TR EZ W2 PR EE SNT WD, ZDO, 7SA AN —HERD

38) HEROFEBSEOWEHEN T TIRT S L\ ) REER I L -3 2 3175 2 &1 o
W, WEGEATIZRD &9 1R, Z OB 2B EE 2RS4 T 5 LWL 720 Pri-
vate Letter Ruling (PLR) 201436001 (May 22, 2014).

[, EAOEMHROER T - CAZRETLHETIIR V., DbV, H
HOWEBL, FFEOBEEERLCHMMBMELEHA L, HEIZE > COflifEx BliEdT 2 2
LTH Do REMIZ, Fthid, ERMBEEICBWCHBHEEICBIT S M A—H —
Y5, Lzhio T, Ethid, 72 L I RESE O CTdh 2 RN EET
FIWHHL T2 b00, §1202 (e) (3) DERIZBI L BHEEEICBIT L0 -1
AL TWD DI TlE RV, F/o, SHOFFEGEBL. §1202 (e) (3) THE
ENFEEFROWT IO FY L\,
) Sec. 1202 (e) (5).
) Sec. 1202 (e) (7).
41) Sec. 1202 (g) (D).
) Sec. 1202 (g) (2).
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QSBS & MUfF L 7212\ ZHUS - BIN L 724535/ S A 200 —FHZEE DT (ISHIS L 72
FYESINTA V) 13 QSBS Bl DX F & 2 5 %\ i),

3 HREBIE

QSBS I\ T, SAEMMRA L TV WEHAKER TH-oTH, TOEEL
HbE T QSBS ZHEA L72BII. TOFREICT YN T 5O RBAELE %
PR BAEEAS 1997 SEIEA SN T MW, Thbh, QSBSY % 6 20 B RA
LT IR AMBLE X, 68114 60 HPAPICHEA L 72 ftho> QSBS O BUAHITE 1=
WSS 2 EHIZTEMERVIENRD 2 L 2 BINTEX 2%, 2O T100% B
NOBBIIELNLZVLOD, Y EF VT A v E2FHEEICH L725AI1I2I3Z0
I ABRIER DGR E EZT L LDV TE LD TH b,

5D T FEBE D L B % 5 2 BURIRULCTHOZ L 72 FBE O BIIE, [HER
AREFORIMMN 2B EICEE R LML IV S 0EE2RtToI L %
W4 2] LRLNTW LD, ZMLDW L) 2N —Tld, DTS
THATZIREEE ) DI TH L7280, 1045 5O FEIL, BIZERR NV T
YRFEOUERBICLoTEELRERLTALTVDLLEZLNTNEY, )
TNV =D ORBERIE, FEEREICHE) FEMEIZL D, QSBS Z5EAIL
60 HEANIZH L\ QSBS 12 & 5 2 & T, FlZe & RIS D IERD Z & 5T
Eho T2 WEALZZQSBS 5 EMIMRA L. & 512 100% FIfHERN %2 523
52 EBWIFENTITV AR,

1202 5B LUV 1045 RIZOWTHEI SN M BEE RN L 2w oD, 2o

43)  Sec. 1202 (g) (3).

44) 1993 FFLIEIZ BT D, 5 FEMORA MM 272 L T e\ QSBS OFEERIZOWT,
ORI EDHNZET OREE 2T 72 [HERV NG SER G S (specialized small
business investment company, SSBIC) ] O&RFEEANMEH SIAIRY . FFBiAYWE: D L~
bihZ k& ENT7z, Sec. 1044.

45) EF1E 1202 512 QSBS E[E—Td» 5. Sec. 1045 (b) (1).

46) Sec. 1045.

47) Staff of the Joint Committee on Taxation, General Explanation of Tax Legislation
Enacted In 1997 (Dec. 17, 1997).

48) Karachale, supra note 28, at 79.
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TIFHIZHIRE VO, 2007 4 12HEE L 72 A B0 X o TED b7z,
W=t F =27 (LLC 2 &) L2008 — b F— 1T 2GR ED M
FSOIZRIT 2 30D — KM IV —VTH B, 112, X— b F =2 v TH6
r HHARAE L7z QSBS #5EA1 L, B/ S— b+ —2 v 7Hb ) @ QSBS % 1
AL72H6. Ui X— =2y TIIRREROEIRE 35 2 L0 51, 1045
SOBMAE BRIV X120, HAD/S— FF— ITBRIERO BB 1T 5 2 h
T&ED US=bFF =D = " F =2y TORREEST LB TEBH2)5), 42
2y 28— b — (MBLE) 25QSBS % eHl L7286, UREMBIEH/8— FF—
Lo TWwaE/S— =2y THEEEMBANICMmO QSBS 2 A L7236
LM SRR ZW - L, MEREZEBIRT LI ENTELELTY
55, #3112, N—hF =T v TOQSBS FEHT HYE. B -F—
v T DKZN— b F—1L60 HOoa— b+ — N—HIFAIZRED QSBS & (#¥— |
F =2y THT) BBNCEAL T, 28— M= v TOIED QSBS DA
IR EMEYENRD ZENTE LD, TNHLDON—)ViF/S— b F—2 v 7O
AAN =P LEBFTOENTE DD, TIA R I AT 4, XU Fx
—FYEI VT 7Y REDOMS— =2y T LTHEERESNLHEE — 7
W) EBRIZE > T, EAEOFBKREZIRMT 22 £127% 550,

ZL T, 29 LaFMEMBABUSHIE SN ERELTUL, Xy Fr—F
YES VT 7 FOERBITHIG L-AEEZ KD LEBH=— XDdH o 7257, N
VFX—FXEINT 7 RIEA =T FHOEE T 7 2 TR, BFIZ

49) Treasury Regulation Sec. 1.1045-1.

50) 1998 4ECLIEIC L ). (AR > TWwWz X5 %) CHEALSOMEBLE2SEIIXRTH S
SEEBELMITHE L LI, 12025 (@) & TR (similar) ] O V=V @EH S N5
Z M TEME Nz, IRS Restructuring and Reform Act of 1998, P.L. 105-206, Sec.
6005 (f).

51) Karachale, supra note 28, at 79.

52) Treas Reg Sec. 1.1045-1 (g) (3) (i).
53) Treas Reg Sec. 1.1045-1 (b).

54) Treas Reg Sec. 1.1045-1 (c).

55) Id.

56) Karachale, supra note 28, at 80.

57) Treas Reg Sec. 1.1045-1 (c).
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