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Abstract

In recent years, interest has grown in structuring private equity acquisitions to take advantage of the tax incentives associated with investments in

qualified small business stock (QSBS). Although QSBS can o�en provide a meaningful tax benefit for private equity investors, deciding whether—and

how—to structure a control investment for QSBS can be highly complex. This article considers the benefits of QSBS relative to investments in certain
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flow-through entities and explores several legal ambiguities and anomalies that lead to both planning opportunities and traps for the unwary in

structuring platform investments and add-on acquisitions in a manner that optimizes QSBS.

TOPICS: Private equity (https://www.pm-research.com/topic/private-equity), legal/regulatory/public policy (https://www.pm-

research.com/topic/legalregulatorypublic-policy-0), portfolio construction (https://www.pm-research.com/topic/portfolio-construction)

Key Findings

• A description of the pre- and posttax IRR implications of an investment in QSBS.

• A discussion of the impact of management rollover on QSBS.

• Implications of various structures on the ability to maximize QSBS gain exclusion.

 Download PDF  Add to Favorites  Share  Labels  Cite  Alerts

Related Topics

Portfolio Management in Theory and Practice

Portfolio Construction

Regulation, Taxation, Governance, and Compliance

Asset Classes

Alternative Investments

Private Equity

By clicking “Accept All Cookies”, you agree to the storing of cookies on your device to enhance site navigation, analyze site usage, and
assist in our marketing e�orts.

Cookies Settings  

Reject All  

Accept All Cookies

https://www.pm-research.com/content/iijpriveq/23/1/1
https://www.pm-research.com/content/iijpriveq/23/1/30
https://www.pm-research.com/topic/private-equity
https://www.pm-research.com/topic/legalregulatorypublic-policy-0
https://www.pm-research.com/topic/portfolio-construction
https://pagead2.googlesyndication.com/pcs/click?xai=AKAOjsv_HRXqSpJRJt8ood3lFR5ERx5pZ2SWU28fdfSbZfTF7HwH3OQQukEKCEz5yPPr24qNZYc5qLSGTqZRQxJpVzgT4q1h0r9paLO-g3blPijytthA6ebhE8BJlDsjVW8dtMvKm6rCIBRaWnVlbL588fqhrRMzN3JxkZ-MJb4euB1a27ssgfYo-Ww2-pD3i8gd-XLmo1ua-LSxfoDW6-62O3ow559gpa-rXXGOD8aAsrkjOppLM_-NosArmwnlNdOZTE_Wli054FpyL8n9KXJ_UeUuYY1Kbe3F14Glq2YBRbzcyWfnb3uWGMdkM1l6MYx3T-5QWVDadjiFqwVeSjz1Ycf4FG9OrZFsmak61pwXGtMBD-SoprHUfEoRd24AmNPS5YjbsWn-0kxkXKRuyQ&sig=Cg0ArKJSzMn7KX5kBVFV&fbs_aeid=%5Bgw_fbsaeid%5D&adurl=https://pardot.pageantmedia.com/JOI-Call-For-Papers
https://www.pm-research.com/search?query=&f%5B0%5D=topics%3A69
https://www.pm-research.com/search?query=&f%5B0%5D=topics%3A77
https://www.pm-research.com/search?query=&f%5B0%5D=topics%3A91
https://www.pm-research.com/search?query=&f%5B0%5D=topics%3A97
https://www.pm-research.com/search?query=&f%5B0%5D=topics%3A124
https://www.pm-research.com/search?query=&f%5B0%5D=topics%3A126


 (/)

Part of the With Intelligence Group

 

About
(/about-

us)

Contact
(/contact-

us)

 

 

tter.com/PM_Research_)ww.linkedin.com/company/pmresearch/)

Locations

New York

41 Madison Avenue

20th Floor

New York, NY 10010

646 931 9045

London

One London Wall

London, EC2Y 5EA

0207 139 1600

Hong Kong

By clicking “Accept All Cookies”, you agree to the storing of cookies on your device to enhance site navigation, analyze site usage, and
assist in our marketing e�orts.

Cookies Settings  

Reject All  

Accept All Cookies

https://pagead2.googlesyndication.com/pcs/click?xai=AKAOjss-SOuYLiwMUSz0VKU_XZKcoBMcZeY3DcR9j3U7Fj9auSDsZaGybkG1tTAvuJ1KWgbfe_xUplpz3DWCa694jGuRKIzu2nExveVXG7m1dBrn2L_tX5Gz0FQSbplJqrPWodMeaUCEwzmxTYZUMm9J3JJ4R3LKUlHce2p3vULpGkR3Gt2TKN5hcEC1gN1Iyqv1hRMK-9WrtaBO-iiPH3hIIMWT8sGXqwNj0WPWvUuLfkbcava294uz42AM_kQb-z9HgNp--Q5sIwcBGRL6FXQBmGAO7nfdxUZkgF4uBidoRYmum4y4QIJx3NX_Rhak9KkHsGYuSgarM80IwPO1Mt21sgbZCukT0CQzxG_JluiuCS7gjg064Ho4TxQLMUx7H4FP57oy_cmoL6R95H_vhQ&sig=Cg0ArKJSzLdbzPI3M7vQ&fbs_aeid=%5Bgw_fbsaeid%5D&adurl=https://www.pm-research.com/collections
https://pagead2.googlesyndication.com/pcs/click?xai=AKAOjsvCTP-fhfS6ZisXPIC-orkkYZfOIMd7S2xscWXJVln1-4UCwJtCOqxsRU5hc5V2a5c9Ll6L_FTw2zN1IFVNn9ef3NXVmWWXTvsTl6zx7x0xz_AEgXXTykVh874lcuR9HZrerqoOYz01uO0KMFAFBF38PT0rE6kSteeHYBCdH-4k6VygyMkyWifdG5x3n-CeAmpfAeWEVw9om-aQtYuTTLo8Myq04hNOxrNc-qkTK6jBwh8BU0yRbyo0jfwagVow3I9_lyvIGOk03lUF-TQL2qTefc7hblYX7Gf1Uy5mvZUO_TdHblNFB8KgtaEtXgyTUryx58M4WuypPPzdXi11uxCr8LHuV8sop53rOC2QgvbuPx00iemisxlOa24Ee_IIcU2k2uVz16Otci3n4A&sig=Cg0ArKJSzP71S9cpsj-c&fbs_aeid=%5Bgw_fbsaeid%5D&adurl=https://www.pm-research.com/publish-your-research
https://pagead2.googlesyndication.com/pcs/click?xai=AKAOjstkbwr5J1TNdvKeDs7KGUghaJnYG4z_ihP-1izNiLBtri0NvBYbmc0_Uis0dfdrBig_B1XFsVc4eW6jy2Z4Bg29rgccV50lCKLh5eSplnV_EJgUWRoO6UKKsVNThJCUqXACQSSoGZNDiFp6lU6GSqBJYuM2CFxa32pA3O0UXwC2hMHzc485RZg7h_m-yKzsmMMgCG7cuMtIHE-R-H1og5mMq973fl5AoRg1cRFys8AiMtdBN8jjZTU7NWViekIMtelM1t1B4v0EF6ZkmCrs60KmuRzQh5VV7yP-LP2EIXjL7BZWdMOISxs9wP3zuz35xh00_v1Pb3JLHpreJZ8W85DQkc64X0rzoWvn1sTc87WEDrVNYxYT07Pm1AyDfhUTvr_dbB3VCKoXoHJWUA&sig=Cg0ArKJSzF-Xw_-MfSGa&fbs_aeid=%5Bgw_fbsaeid%5D&adurl=https://www.pm-research.com/collections
https://www.pm-research.com/
https://www.pm-research.com/about-us
https://www.pm-research.com/contact-us
https://twitter.com/PM_Research_
https://www.linkedin.com/company/pmresearch/


21/F Cityplaza Three,

14 Taikoo Wan Road,

Taikoo

Explore our Research

By Topic

By Journal

Portfolio Management in Theory and Practice (/topic/portfolio-management-theory-and-practice)

Quantitative Finance (/topic/quantitative-finance)

Economics and Financial History (/topic/economics-and-financial-history)

Risk Management in Theory and Practice (/topic/risk-management-theory-and-practice)

Asset Classes (/topic/asset-classes)

Regulation, Taxation, Governance, and Compliance (/topic/regulation-taxation-governance-and-compliance)

Portfolio Management (/content/iijpormgmt)

Financial Data Science (/content/iijjfds)

Impact & ESG Investing (/content/pmrjesg)

Fixed Income (/content/iijfixinc)

Investing (/content/iijinvest)

Derivatives (/content/iijderiv)

Alternative Investments (/content/iijaltinv)

Retirement (/content/iijretire)

Wealth Management (/content/iijwealthmgmt)

Beta Investment Strategies (/content/iijindinv)

Structured Finance (/content/iijstrfin)

Trading (/content/iijtrade)

Private Equity (/content/iijpriveq)

Practical Applications (/pa-reports)

© 2023 With Intelligence Ltd (https://withintelligence.com/) | All material subject to strictly enforced copyright laws.

Cookies (https://www.pageantmedia.com/cookies/)

Code of ethics (/code-of-ethics)

Terms & conditions (https://www.pageantmedia.com/terms/)

Privacy policy (https://withintelligence.com/privacy/)

By clicking “Accept All Cookies”, you agree to the storing of cookies on your device to enhance site navigation, analyze site usage, and
assist in our marketing e�orts.

Cookies Settings  

Reject All  

Accept All Cookies

https://www.pm-research.com/topic/portfolio-management-theory-and-practice
https://www.pm-research.com/topic/quantitative-finance
https://www.pm-research.com/topic/economics-and-financial-history
https://www.pm-research.com/topic/risk-management-theory-and-practice
https://www.pm-research.com/topic/asset-classes
https://www.pm-research.com/topic/regulation-taxation-governance-and-compliance
https://www.pm-research.com/content/iijpormgmt
https://www.pm-research.com/content/iijjfds
https://www.pm-research.com/content/pmrjesg
https://www.pm-research.com/content/iijfixinc
https://www.pm-research.com/content/iijinvest
https://www.pm-research.com/content/iijderiv
https://www.pm-research.com/content/iijaltinv
https://www.pm-research.com/content/iijretire
https://www.pm-research.com/content/iijwealthmgmt
https://www.pm-research.com/content/iijindinv
https://www.pm-research.com/content/iijstrfin
https://www.pm-research.com/content/iijtrade
https://www.pm-research.com/content/iijpriveq
https://www.pm-research.com/pa-reports
https://withintelligence.com/
https://www.pageantmedia.com/cookies/
https://www.pm-research.com/code-of-ethics
https://www.pageantmedia.com/terms/
https://withintelligence.com/privacy/

