§ 313(a) of tle Taxpayer RelieAct of A § 1045 election must be made on
1997, Pub. L. No. 105-34]11 Stat. 788 or before the later of December 31, 1998,
(Aug. 5, 1997), and amended by § 6005()r the due date (including extensions) for
of the Internal Revenue Service Restrudiling the income tax return for the taxable
turing and Refan Act of 1998, Pub. L. year in which the QSB stock is sold.
No. 105-206,112 Stat. 685 (July 22, .02Manner of Making the Election.
1998), generally allows a taxpayer other (1) In general Except as provided
than a C corporation to elect not to recogh section 3.02(2) of this revenue proce-
@ nize gain from the sale of QSB stock heldure, the election is made by:
by the taxpayer for more than six months. (a) reporting the entire gain from
If the taxpayer makes the election undgthe sale of QSB stock on Schedule D,
§ 1045 and this revenue procedure, gafapital Gains and Losses, of the return in
from such sale is recognized only to th@ccordance with the instructions for
extent that the amount realized on the safchedule D;
exceeds: (b) writing “section 1045 roll-
(1) the cost of any QSB stock thapver” directly below the line on which the
the taxpayer purchases during the 60-dd&@in is reported; and
period beginning on the date of sale, re- (c) entering the amount of the gain
duced by deferred under § 1045 on the same line as
(2) any portion of the cost of the re-(b) above, as a loss, in accordance with
placement QSB stock that was previousl§€ instructions for Schedule D.
taken into account under § 1045. wro (2) Transition rule If gain is re-
eva, the election is not available to defeportable on a return filed before October
any gain on the sale that is treated as orchd: 1998, and the return does not satisfy
nary income for purposes of the Code. the requirements of secthn 3.02(1) of th|§
.02 Under § 1045(b), “qualified small'€venue procedure but discloses the gain

business stock” has the same meaning 880 includes anfrmative statement to
provided in § 1202(c). the éfe(_:t thata § 1045 election apphes_ to
.03 Section 1045(b)(5) provides thatthe gain, the reqwrement; qf section
for QSB stock held through passthroug??'oz(l) will be tre.ated as Sat.ISerd and an
entities, rules similar to the rules Ofamended return is not required to make

the § 1045 election. Otherwise, an origi-
§ 1202(g) apply for purposes of § 1045. o
: | or amended return satisfying tree r
For example, a passthrough entity ma{& i .
P b g y guwements of section 3.02(1) of this rev-

make a 8§ 1045 election if the entity sell . ;
QSB stock held for more than six month nue procedure is required to make the
1045 election with respect to such gain.
h I B .
and purchases replacement QSB sto 03 Scope of the Election,

during the 60-day period beginning on the If & person has mare than one sale of

date of the sale The benefit of deferral ; o
with respect to a sale of QSB stock by th SB stock in a taxable year that qualifies
or the § 1045 election, the person may

passthrough entity will flow thrqugh to rpake a § 1045 election for any one or
taxpayers (other than C corporations) tha
more of those sales.

held interests in the entity during the en- 04 Revocation.

tire period in which the entity held the L
QSB stock Also, for example, if a pass- A § 1045 election is revocable only

Section 1045: Rollover of Gain
From Qualified Small Business
Stock to Another Qualified Small

Business Stock . with the prior written consent of the Com-
througtu entllty seII?hQSB §tzpkdhelld fk?rmissione. To obtain the Commissions
Rev. P roc. 98-48 more than six montns, an indiviaual WnQ,q,can the person who made the § 1045

has he_ld an i.nter'est iq the entit){ during, e ction must submit a request for a pri-
SECTION 1. PURPOSE the entire period in which the entity held, . |otter ruling in accordance with the

the QSB stock and who purchases re;, ..
This revenue procedure provides pro - _qaprovisions of Re. Proc. 98-1, 1998-1
p p PrOplacement QSB stock during the 60-da R.B. 7 (o its successor).

cedures for taxpayers to make an electiqfkriod beginning on the date of the sale of
under § 1045 of the Internal Revenugne QSB stock may make the § 1045 eleSECTION 4. EFFECTIVE BTE
Code (*§ 1045 election”) to defer recog+jon with respect to the individual share

nition of certain gain on the sale of qualinf any gain on the sale that the entit
fied small business stock (“QSB stock”). not defer under § 1045.

q This revenue procedure iffective for
Y dO&1es of QSB stock occurring affeugust

5, 1997.
SECTION 2. BACKGROUND SECTION 3. PROCEDURE DRAFTING INFORMATION
.01 Section 1045(a), as added by o1 Time for Making the Election. The principal author of this revenue
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National Tax Services, Inc.
Scroll down below for the beginning of the document.


procedure is J. Peter Baumgarten of tt
office of Assistant Chief Counsel (Income
Tax and Accounting). For further infor-
mation regarding this revenue procedur
contact Mr. Baumgarten on (202) 622
4950 (not a toll-free call).



