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Pre-Closing F-Reorganization

Pre-Acquisition Organizational Structure

Owners

Background of Target Company:

* Target is treated as an S corporation for U.S.
federal income tax purposes.

» Target is owned by Seller 1 and Seller 2 (the
“Owners”).
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Pre-Acquisition Step 1: Formation of New S Corp

Pre-Acquisition Step 1:

The Owners form a new corporation under the
laws of the State of Texas (“New S Corp”). The
stock of New S Corp will be owned in the same
proportions as the Owners' current ownership of
Target stock.

New S Corp is intended to be treated as an S
corporation for US federal income tax purposes
(as described in Pre-Acquisition Step 2.A).
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Pre-Acquisition Step 2: Contribution of Target

Pre-Acquisition Step 2.A:

On the same date as the formation of New S Corp, the Owners contribute all of the issued and
outstanding stock of Target to New S Corp in exchange for 100% of the outstanding stock of New S
Corp.

Pre-Acquisition Step 2.B:

On the same date as the contribution set forth above in Pre-Acquisition Step 2.A, New S Corp files a
Qualified Subchapter S Subsidiary Election for Target by completing and filing Form 8869 Qualified
Subchapter S Subsidiary Election. The original properly completed IRS Form 8869 must be mailed
(via certified mail) to the IRS on the date of the contribution (and prior to Pre-Acquisition Step 3).

New S Corp should consider filing a protective S Corp election (IRS Form 2553) with the IRS in
addition to the IRS Form 8869.

On Form 8869, Target responds “Yes" to Part Il, Question 14.

Form 8869 must be signed by an officer of New S Corp. The Form 8869 mailed to IRS must have
an original signature.

This step should be treated as a reorganization of Target under Section 368(a)(1)(F) of the Code,
with New S Corp being treated as a continuation of Target. See Rev. Ruling 2008-18.

New S Corp must apply for new EIN.

FBFK

Owners

LEGEND

Corporation

} Disregarded Entity
Partnership
S Corporation

Individual




i Gue] oo omivisseror s | TaS

Find the full text of this and thousands of other resources from leading experts in dozens of
legal practice areas in the UT Law CLE elibrary (utcle.org/elibrary)

Title search: F-Reorganization Acquisition Overview

Also available as part of the eCourse
2022 Nuts and Bolts of LI1.Cs, L.Ps and Partnerships eConference

First appeared as part of the conference materials for the
2022 Nuts and Bolts of LLCs, LPs and Partnerships session
"Nuts and Bolts of LLCs, LPs and Partnerships: Part One"


http://utcle.org/elibrary
http://utcle.org/ecourses/OC9159

