SECTION 1244 STOCK TAX QUALIFICATION CHECKLIST

[COMPANY NAME]

[COMPANY ADDRESS]

[CITY, STATE, ZIP]

[PREPARER NAME]

[PREPARER TITLE]

[DATE OF REVIEW]

RE: QUALIFICATION OF [COMPANY NAME] STOCK AS SECTION 1244 SMALL BUSINESS STOCK

1. CORPORATION ELIGIBILITY

1.1 Corporation Name: [COMPANY NAME]

1.2 State of Incorporation: [STATE OF INCORPORATION]

1.3 Date of Incorporation: [DATE OF INCORPORATION]

1.4 Is the corporation a domestic corporation? [YES/NO]

1.5 Is the corporation an S corporation? [YES/NO]

1.6 If yes, date S election became effective: [S ELECTION EFFECTIVE DATE]

1.7 Is the corporation a DISC or former DISC? [YES/NO]

1.8 Is the corporation a regulated investment company, real estate investment trust, or cooperative? [YES/NO]

1.9 Does the corporation derive more than 50 percent of gross receipts from royalties, rents, dividends, interest, annuities, or sales or exchanges of stock or securities? [YES/NO]

1.10 If yes, describe passive income sources and amounts: [PASSIVE INCOME DESCRIPTION]

1.11 Aggregate gross receipts for the most recent five taxable years: [AGGREGATE GROSS RECEIPTS]

1.12 Aggregate deductions attributable to such gross receipts: [AGGREGATE DEDUCTIONS]

1.13 Do aggregate deductions exceed aggregate gross receipts? [YES/NO]

1.14 If yes, the corporation may not issue new Section 1244 stock after the taxable year in which such deductions exceed gross receipts. Date of such taxable year: [EXCESS DEDUCTION TAXABLE YEAR]

2. STOCK ISSUANCE REQUIREMENTS

2.1 Class of stock issued: [CLASS OF STOCK]

2.2 Date stock was issued: [STOCK ISSUANCE DATE]

2.3 Was the stock issued for money or other property? [YES/NO]

2.4 If issued for property, describe property and fair market value: [PROPERTY DESCRIPTION AND FMV]

2.5 Was the stock issued for services? [YES/NO]

2.6 If yes, the stock does not qualify as Section 1244 stock. Describe services: [SERVICES DESCRIPTION]

2.7 Total amount paid for the stock: [TOTAL CONSIDERATION PAID]

2.8 Was the stock issued as a stock dividend? [YES/NO]

2.9 Was the stock issued upon conversion of other stock? [YES/NO]

2.10 Was the stock issued upon exercise of a stock option or warrant? [YES/NO]

2.11 Was the stock issued in exchange for stock or securities of another corporation? [YES/NO]

2.12 If yes, describe the exchange: [EXCHANGE DESCRIPTION]

2.13 Was the stock issued in a transaction where the corporation received no new capital? [YES/NO]

2.14 If yes, the stock does not qualify as Section 1244 stock.

3. ORIGINAL ISSUE REQUIREMENTS

3.1 Was the stock issued directly by the corporation? [YES/NO]

3.2 Was the stock acquired from a shareholder? [YES/NO]

3.3 If acquired from a shareholder, the stock does not qualify as Section 1244 stock.

3.4 Was the stock issued before [DATE OF INCORPORATION PLUS FIVE YEARS]? [YES/NO]

3.5 If no, the stock may not qualify unless issued pursuant to a written plan adopted before such date.

3.6 Was a written plan adopted by the corporation before the five-year period expired? [YES/NO]

3.7 Date written plan was adopted: [WRITTEN PLAN ADOPTION DATE]

3.8 Does the written plan specify the maximum amount of stock to be issued and the period of issuance? [YES/NO]

3.9 Maximum amount of stock to be issued under the plan: [MAXIMUM PLAN AMOUNT]

3.10 Period of issuance under the plan: [PLAN ISSUANCE PERIOD]

4. SHAREHOLDER ELIGIBILITY

4.1 Shareholder name: [SHAREHOLDER NAME]

4.2 Shareholder address: [SHAREHOLDER ADDRESS]

4.3 Shareholder taxpayer identification number: [SHAREHOLDER TIN]

4.4 Is the shareholder an individual? [YES/NO]

4.5 Is the shareholder a trust? [YES/NO]

4.6 Is the shareholder an estate? [YES/NO]

4.7 Is the shareholder a corporation? [YES/NO]

4.8 Is the shareholder a partnership? [YES/NO]

4.9 If the shareholder is a corporation, partnership, or other non-individual entity, the stock does not qualify as Section 1244 stock.

4.10 Number of shares issued to shareholder: [NUMBER OF SHARES]

4.11 Percentage of total outstanding stock owned by shareholder: [OWNERSHIP PERCENTAGE]

4.12 Was the shareholder the original holder of the stock? [YES/NO]

4.13 If no, the stock does not qualify as Section 1244 stock.

4.14 Did the shareholder acquire the stock by gift, inheritance, or purchase? [GIFT/INHERITANCE/PURCHASE]

4.15 If by gift, inheritance, or purchase, the stock does not qualify as Section 1244 stock.

5. SECTION 1244 LOSS DEDUCTION LIMITS

5.1 Shareholder's adjusted basis in the stock: [ADJUSTED BASIS]

5.2 Amount realized on sale or exchange: [AMOUNT REALIZED]

5.3 Loss on sale or exchange: [LOSS AMOUNT]

5.4 Is the loss an ordinary loss under Section 1244? [YES/NO]

5.5 Maximum ordinary loss deduction for an individual: [MAXIMUM ORDINARY LOSS]

5.6 Maximum ordinary loss deduction for a married couple filing jointly: [MAXIMUM JOINT ORDINARY LOSS]

5.7 Amount of loss exceeding the annual limit: [EXCESS LOSS]

5.8 Excess loss treatment: [CAPITAL LOSS/CARRYFORWARD]

5.9 Shareholder's taxable income for the year: [TAXABLE INCOME]

5.10 Does the loss exceed the shareholder's taxable income? [YES/NO]

5.11 If yes, the excess may be treated as a net operating loss: [NOL AMOUNT]

6. CORPORATION RECORDS AND DOCUMENTATION

6.1 Articles of incorporation attached? [YES/NO]

6.2 Bylaws attached? [YES/NO]

6.3 Stock certificates issued? [YES/NO]

6.4 Stock ledger maintained? [YES/NO]

6.5 Written plan adopted and attached? [YES/NO]

6.6 Board resolutions authorizing stock issuance attached? [YES/NO]

6.7 Subscription agreements attached? [YES/NO]

6.8 Proof of payment for stock attached? [YES/NO]

6.9 Shareholder agreements attached? [YES/NO]

6.10 Tax returns for the most recent five years attached? [YES/NO]

6.11 Financial statements attached? [YES/NO]

7. CERTIFICATION

7.1 I certify that the information provided in this checklist is true, correct, and complete to the best of my knowledge.

7.2 Preparer signature: [PREPARER SIGNATURE]

7.3 Date: [SIGNATURE DATE]

7.4 Shareholder signature: [SHAREHOLDER SIGNATURE]

7.5 Date: [SHAREHOLDER SIGNATURE DATE]

7.6 Corporation officer signature: [OFFICER SIGNATURE]

7.7 Officer name and title: [OFFICER NAME AND TITLE]

7.8 Date: [OFFICER SIGNATURE DATE]

8. NOTES AND ADDITIONAL INFORMATION

8.1 Additional notes: [ADDITIONAL NOTES]

8.2 Attachments list: [ATTACHMENTS LIST]

8.3 Date of next review: [NEXT REVIEW DATE]
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