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On July 4, 2025, President Trump signed the One Big Beautiful Bill Act (the “Act”) into law. Among
the many changes, the Act expands the favorable tax treatment for Qualified Small Business Stock
(“QSBS") under Section 1202 of the Internal Revenue Code of 1986, as amended (the “Code”).

The Act amends Section 1202 of the Code by revising the holding period, and increasing the
eligible gain limit and amount of gross assets of a “qualified small business,” in a taxpayer-
favorable manner.

Tiered Holding Periods & Exclusion Percentages. For QSBS acquired after July 4, 2024, the Act
replaces the five-year holding period requirement with exclusion rates based on tiered holding
periods, as follows:

= 50% exclusion for stock held for 3 years;
- 75% exclusion for stock held for 4 years; and
= 100% exclusion for stock held for 5 years or more.

This approach allows taxpayers to reap partial benefits from Section 1202 despite not holding their
QSBS for more than 5 years (as required for QSBS issued on or prior to July 4, 2024).

Increasing the Annual Gain Exclusion Limit. For QSBS acquired after July 4, 2025, the Act increases
the gain exclusion limit on the disposition of QSBS to the greater of (a) $15 million per shareholder
in the aggregate (as adjusted for inflation starting in 2027) for current and prior years (an increase
from $10 million with respect to QSBS acquired on or prior to July 4, 2025); or (b) 10 times the
shareholder’s aggregate adjusted basis in the QSBS issued and disposed of by the taxpayer during
the year.

Increasing Aggregate Gross Assets Amount. For QSBS issued after July 4, 2025, to qualify as
QSBS, stock must be issued by a domestic C corporation that has gross assets of $75 million or
less (as adjusted for inflation starting in 2027) (an increase from $50 million or less with respect to
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QSBS issued on or prior to July 4, 2025). This revision expands the definition of “qualified small
business” under Section 1202(d) of the Code.

Subject to meeting the other applicable requirements, the Act'’s revisions to Section 1202 of the
Code further enhance the gain exclusion incentive, broaden its relevance to more corporations, and

add flexibility for taxpayers to potentially utilize a portion of the QSBS exclusion in earlier sale
transactions.
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This material is not comprehensive, is for informational purposes only, and is not legal advice. Your use or receipt
of this material does not create an attorney-client relationship between us. If you require legal advice, you should
consult an attorney regarding your particular circumstances. The choice of a lawyer is an important decision and
should not be based solely upon advertisements. This material may be “Attorney Advertising” under the ethics
and professional rules of certain jurisdictions. For advertising purposes, St. Louis, Missouri, is designated BCLP’s
principal office and Kathrine Dixon (kathrine.dixon@bclplaw.com) as the responsible attorney.
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