ANNEX 1 
CERTIFICATE OF QUALIFIED SMALL BUSINESS STOCK
[bookmark: _9kR3WTr2664EKOFwynmBmJpu][bookmark: _9kMHG5YVt3BC67FSHy0poD][bookmark: _9kMHG5YVt3BC68EQHy0poD][bookmark: _9kR3WTr244569ca3nkqv0qkzE][bookmark: _9kR3WTr2664ELfa3nkqv0qkzEG][Insert Company Name], a [Delaware] corporation (the “Company”) hereby provides the following information to the stockholder(s) named in the table below (the “Stockholders”) to assist in their determination of whether the Stockholders(s) may be entitled to certain tax benefits associated with “qualified small business stock” (QSBS) pursuant to Sections 1045 and 1202 of the Internal Revenue Code of 1986, as amended, in connection with the following securities of the Company purchased by the Stockholder(s):
	
Stockholder
	Class/
Type of Stock
	Issue Date
	Stock [Certificate/Issuance] Number
	Number of Shares

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


	
	Corporate Level Requirements
	Yes
	No
	NA

	[bookmark: _9kR3WTr2664EMWP69wG7uz]l. Was the Company a “qualified small business” on each Issue Date? [footnoteRef:1] [1:  Section 1202(c)(l)(A).] 

	
	
	

	· Is the Company a domestic C corporation? [footnoteRef:2] [2:  Sections l202(d)(l) and l202(c)(2)(A).] 

	
	
	

	· [bookmark: _9kMHG5YVt4886GOYR8ByI9w1]Were the Company’s aggregate gross assets equal to $50 million or less as of the Issue Date and immediately thereafter?[footnoteRef:3] [3:  Sections l202(d)(l)(A) and (B).] 

=>	Aggregate gross assets shall include cash and the adjusted tax basis of the Company’s other property.[footnoteRef:4] [4:  Section l202(d)(2)(A).] 

=>	All corporations in the same parent-subsidiary control group (defined as more than fifty percent (50%) owned) are treated as one corporation.[footnoteRef:5] [5:  Section l202(d)(3).] 

=>	The adjusted basis of contributed property does not include any built-in gain at the time of contribution.[footnoteRef:6] [6:  Section 1202(d)(2)(B).] 

	
	
	

	· Does the Company agree to any IRS requirements for reporting to the Internal Revenue Service and Stockholders? [footnoteRef:7] [7:  Section 1202(d)(l)(C). In the case of a corporation’s failure to make a required report, Section 6652(k) imposes a penalty of either fifty dollars ($50) (or one hundred dollars ($100) for intentional disregard) for each report with respect to which there was a failure. The penalty may increase if a required report covers periods in two (2) or more years.] 

	
	
	

	2.	Is the Company engaged in a “qualified trade or business”?
	
	
	

	· Is the Company engaged in a business other than the performance of personal services, banking, insurance, financing, leasing, investing, farming, extracting or producing natural resources, or operating of a hotel, restaurant, or similar business?[footnoteRef:8] [8:  Section 1202(e)(3). Personal services includes fields such as health, law, engineering, architecture, accounting, actuarial science, performing arts, consulting, athletics, financial services, brokerage services, or any trade or business where the principal asset of such trade or business is the reputation or skill of 1 or more of its employees.] 

	
	
	

	3.	Is the Company an “eligible corporation”?
	
	
	

	· Is the Company other than a DISC, a former DISC, a § 936 corporation, a corporation with a § 936 subsidiary, a RIC, a REIT, a REMIC, FASIT, or a cooperative?[footnoteRef:9] [9:  Section l202(e)(4).] 

	
	
	

	4.a. Was the Company engaged in an “active business” for substantially all of the taxpayer’s holding period?[footnoteRef:10] [10:  Section l202(c)(2)(A).] 

	
	
	

	· Were at least eighty percent (80%) of the value of the assets of the “eligible corporation” used in the conduct of “qualified trades or businesses”?[footnoteRef:11] [11:  Section 1202(e)(l). Stock and debt equity in any subsidiary corporation (defined in footnote 115) are disregarded and the parent is deemed to own its ratable share of the subsidiary’s assets, and to conduct its ratable share of the subsidiary’s activities (Section 1202(e)(5)(A)). Rights to computer software which produce active business computer software royalties (within the meaning of Section 543(d)(1)) are treated as an asset used in the active conduct of a trade or business (Section 1202(e)(8)).] 

=>	If the Company is less than two years old, does the Company meet the eighty percent (80%) test with assets (1) reasonably required for the working capital needs of the business, or (2) reasonably expected to be used within two (2) years to finance research or fund increases in working capital needs? OR,
=>	If the Company is two (2) or more years old, does “working capital” constitute fifty percent (50%) or less of the corporation’s assets for purposes of the eighty percent (80%) test?[footnoteRef:12] [12:  Section l202(e)(6).] 

	
	
	

	· [bookmark: _Ref43719362]For all periods did the Company have less than ten percent (10%) of the value of its net assets consisting of stock or securities in other corporations which are not subsidiaries?[footnoteRef:13] [13:  Section 1202(e)(5)(B). A corporation is considered a subsidiary if the parent owns more than fifty percent (50%) of the vote or value of the corporation (Section 1202(e)(5)(C)).] 

	
	
	

	· For all periods did the Company have less than ten percent (10%) of the value of its assets in real property not being used in the active conduct of a qualified business?[footnoteRef:14] [14:  Section l202(e)(7).] 

	
	
	

	[bookmark: _9kMON5YVt46679COHy0poD][bookmark: _9kMON5YVt4667ACNHy0poD]4.b. OR if the “active business” requirement (#4.a.) was not met, was the Company a “specialized small business investment company” licensed to operate under Section 301(d) of the Small Business Act of 1958?[footnoteRef:15] [15:  Section l202(c)(2)(B).] 

	
	
	

	[bookmark: _9kMIH5YVt4886GOYR8ByI9w1]5.	Did the Company avoid redeeming stock from the taxpayer (or a related party) two (2) years before or after the Issue Date of the stock in question?[footnoteRef:16] [16:  Section 1202(c)(3)(A). The regulations provide a de minimis exception to this rule allowing stock redemptions up to ten thousand dollars ($10,000) and two percent (2%) of the stock held by the shareholder (Reg. Section l.l202-2(a)(2)). Note: Stock redemptions will be disregarded for the termination of services (where such stock was acquired in connection with the performance of services), death, disability or mental incapacity, or divorce (Reg. Section l.l202-2(d)).] 

	
	
	

	[bookmark: _9kMJI5YVt4886GOYR8ByI9w1]6. 	Did the Company avoid redeeming the stock worth more than five percent (5%) of the total value of the Company one (1) year before or after the Issue Date of the stock in question?[footnoteRef:17] [17:  Section 1202(c)(3)(B). The regulations provide a de minimis exception to this rule allowing stock redemptions up to ten thousand dollars ($10,000) and two percent (2%) of the Company’s stock (Reg. Section l.l202-2(b)(2)).] 

	
	
	



