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Reg. Section 1.248-1(b)(3)
Election to amortize organizational expenditures.

(a) [Reserved]. For further guidance, see § 1.248-1T(a).
(b) Organizational expenditures defined.

(1) Section 248(b) defines the term "organizational expenditures.” Such expenditures, for
purposes of section 248 and this section, are those expenditures which are directly
incident to the creation of the corporation. An expenditure, in order to qualify as an
organizational expenditure, must be (i) incident to the creation of the corporation, (ii)
chargeable to the capital account of the corporation, and (iii) of a character which, if
expended incident to the creation of a corporation having a limited life, would be
amortizable over such life. An expenditure which fails to meet each of these three tests
may not be considered an organizational expenditure for purposes of section 248 and this
section.

(2) The following are examples of organizational expenditures within the meaning of section
248 and this section: legal services incident to the organization of the corporation, such as
drafting the corporate charter, by-laws, minutes of organizational meetings, terms of
original stock certificates, and the like; necessary accounting services; expenses of
temporary directors and of organizational meetings of directors or stockholders; and fees
paid to the State of incorporation.

- (3) The following expenditures are not organizational expenditures within the meaning of
section 248 and this section:

(i) Expenditures connected with issuing or selling shares of stock or other securities,
such as commissions, professional fees, and printing costs. This is so even where the
particular issue of stock to which the expenditures relate is for a fixed term of years;

(ii) Expenditures connected with the transfer of assets to a corporation.

(4) Expenditures connected with the reorganization of a corporation, unless directly incident
to the creation of a corporation, are not organizational expenditures within the meaning of
section 248 and this section.

(c) through (9). For further guidance, see § 1.248-1T(c) through (g).
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