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When a “sub-chapter S” election is made, a corporation is treated taxwise as an individual.  That means all of the corporate income, loss, deduction and other tax items flow through the corporation to the individual shareholder’s tax return.  So, for example, if the corporation has a loss, that loss is deductible by the shareholders on their personal tax returns.  But, the loss is limited by the shareholders’ tax basis in their stock. Stock basis is determined by the shareholder’s original investment in the corporation’s stock plus certain debt basis.  Also, the manner in which the shareholder acquires the stock influences basis (e.g., whether it was received as a gift, a purchase, as compensation or through an estate).   
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The Center for Agricultural Law and Taxation does not provide legal advice. Any information provided on this website is not intended to be a substitute for legal services from a competent professional. The Center's work is supported by fee-based seminars and generous private gifts. Any opinions, findings, conclusions or recommendations expressed in the material contained on this website do not necessarily reflect the views of Iowa State University.
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