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income distribution requirement
specified in paragraph (j)(1)(i) of this
section, but continues to meet all of the
requirements in paragraph (j)(1)(ii) of
this section, the provisions of this
paragraph (j) will cease to apply as of
the first day of the first taxable year
beginning after the first taxable year for
which the trust ceased to meet the
income distribution requirement of
paragraph (j)(1)(i) of this section. If a
corporation’s S election is inadvertently
terminated as a result of a trust ceasing
to meet the QSST requirements, the
corporation may request relief under
section 1362(f).

(6) Qualified subchapter S trust
election—(i) In general. This paragraph
(j)(6) applies to the election provided in
section 1361(d)(2) (the QSST election)
to treat a QSST (as defined in paragraph
(j)(1) of this section) as a trust described
in section 1361(c)(2)(A)(i), and thus a
permitted shareholder. This election
must be made separately with respect to
each corporation whose stock is held by
the trust. The QSST election does not
itself constitute an election as to the
status of the corporation; the
corporation must make the election
provided by section 1362(a) to be an S
corporation. Until the effective date of a
corporation’s S election, the beneficiary
is not treated as the owner of the stock
of the corporation for purposes of
section 678. Any action required by this
paragraph (j) to be taken by a person
who is under a legal disability by reason
of age may be taken by that person’s
guardian or other legal representative, or
if there be none, by that person’s natural
or adoptive parent.

(ii) Filing the QSST election. The
current income beneficiary of the trust
must make the election by signing and
filing with the service center with
which the corporation files its income
tax return the applicable form or a
statement that—

(A) Contains the name, address, and
taxpayer identification number of the
current income beneficiary, the trust,
and the corporation;

(B) Identifies the election as an
election made under section 1361(d)(2);

(C) Specifies the date on which the
election is to become effective (not
earlier than 15 days and two months
before the date on which the election is
filed);

(D) Specifies the date (or dates) on
which the stock of the corporation was
transferred to the trust; and

(E) Provides all information and
representations necessary to show that:

(1) Under the terms of the trust and
applicable local law—

(i) During the life of the current
income beneficiary, there will be only

one income beneficiary of the trust (if
husband and wife are beneficiaries, that
they will file joint returns and that both
are U.S. residents or citizens);

(ii) Any corpus distributed during the
life of the current income beneficiary
may be distributed only to that
beneficiary;

(iii) The current beneficiary’s income
interest in the trust will terminate on
the earlier of the beneficiary’s death or
upon termination of the trust; and

(iv) Upon the termination of the trust
during the life of such income
beneficiary, the trust will distribute all
its assets to such beneficiary.

(2) The trust is required to distribute
all of its income currently, or that the
trustee will distribute all of its income
currently if not so required by the terms
of the trust.

(3) No distribution of income or
corpus by the trust will be in
satisfaction of the grantor’s legal
obligation to support or maintain the
income beneficiary.

(iii) When to file the QSST election.
(A) If S corporation stock is transferred
to a trust, the QSST election must be
made within the 16-day-and-2-month
period beginning on the day that the
stock is transferred to the trust. If a C
corporation has made an election under
section 1362(a) to be an S corporation (S
election) and, before that corporation’s S
election is in effect, stock of that
corporation is transferred to a trust, the
QSST election must be made within the
16-day-and-2-month period beginning
on the day that the stock is transferred
to the trust.

(B) If a trust holds C corporation stock
and that C corporation makes an S
election effective for the first day of the
taxable year in which the S election is
made, the QSST election must be made
within the 16-day-and-2-month period
beginning on the day that the S election
is effective. If a trust holds C
corporation stock and that C corporation
makes an S election effective for the first
day of the taxable year following the
taxable year in which the S election is
made, the QSST election must be made
within the 16-day-and-2-month period
beginning on the day that the S election
is made. If a trust holds C corporation
stock and that corporation makes an S
election intending the S election to be
effective for the first day of the taxable
year in which the S election is made
but, under § 1.1362–6(a)(2), such S
election is subsequently treated as
effective for the first day of the taxable
year following the taxable year in which
the S election is made, the fact that the
QSST election states that the effective
date of the QSST election is the first day
of the taxable year in which the S

election is made will not cause the
QSST election to be ineffective for the
first year in which the corporation’s S
election is effective.

(C) If a trust ceases to be a qualified
subpart E trust but also satisfies the
requirements of a QSST, the QSST
election must be filed within the 16-
day-and-2-month period beginning on
the date on which the trust ceases to be
a qualified subpart E trust. If the estate
of the deemed owner of the trust is
treated as the shareholder under
paragraph (h)(3)(ii) of this section, the
QSST election may be filed at any time
but no later than the end of the 16-day-
and-2-month period beginning on the
date on which the estate of the deemed
owner ceases to be treated as a
shareholder.

(D) If a corporation’s S election
terminates because of a late QSST
election, the corporation may request
inadvertent termination relief under
section 1362(f). See § 1.1362–4 for rules
concerning inadvertent terminations.

(iv) Protective QSST election when a
person is an owner under subpart E. If
the grantor of a trust is treated as the
owner under subpart E of all of the trust,
or of a portion of the trust which
consists of S corporation stock, and the
current income beneficiary is not the
grantor, the current income beneficiary
may not make the QSST election, even
if the trust meets the QSST
requirements stated in paragraph
(j)(1)(ii) of this section. See paragraph
(j)(6)(iii)(C) of this section as to when
the QSST election may be made. See
also paragraph (j)(2)(vi) of this section.
However, if the current income
beneficiary (or beneficiaries who are
husband and wife, if both spouses are
U.S. citizens or residents and file a joint
return) of a trust is treated under
subpart E as owning all or a portion of
the trust consisting of S corporation
stock, the current income beneficiary (or
beneficiaries who are husband and wife,
if both spouses are U.S. citizens or
residents and file a joint return) may
make the QSST election. See Example 8
of paragraph (k)(1) of this section.

(7) Treatment as shareholder. (i) The
income beneficiary who makes the
QSST election and is treated (for
purposes of section 678(a)) as the owner
of that portion of the trust that consists
of S corporation stock is treated as the
shareholder for purposes of sections
1361(b)(1), 1366, 1367, and 1368.

(ii) If, upon the death of an income
beneficiary, the trust continues in
existence, continues to hold S
corporation stock but no longer satisfies
the QSST requirements, and is not a
qualified subpart E trust, then, solely for
purposes of section 1361(b)(1), as of the


