
BREEDING STOCK, OTHER 
Than CATTLE & HORSES 

(NOTE:  Material participation not required to qualify for these types of sales) 
 

  
 701 IAC 40.38              IRC 
            
 Does this livestock qualify under IRC 1231                                    
  Yes         No 
            
 Was the sale to a lineal descendent? 
    Yes                   No 
 
            Did the taxpayer receive in excess of 50% of his/her gross income 
             from farming/ranching?   40.38 (4) paragraph e                                                   
  Yes         No 
             
 Was the breeding stock 40.38 (5) held for 12 months 
 by the taxpayer?          No 
              Yes          
            
 Is the capital gain a flow through from a partnership, S corporation 
  No LLC, estate or trust?        No 
    Yes          
           
 Do the flow through owners meet the qualifications of ownership?       
  Yes         No 
            
 Was this an installment sale?                                               
  Yes          
  No             
 Is this only the principal paid to the seller in one or more years 
 after the year in which the sales transaction occurred?        No                         
  Yes         
            
 Were the principal payments received in the current tax year?                                   
  Yes         No 
            
 Is the capital gain from a C Corp?   
  No         Yes 
 
   
    May qualify for a capital gain                         May not qualify for  
    deduction, but not greater than              a capital gain deduction 
          the qualifying gain.                                                                                                                                       

http://www.legis.state.ia.us/aspx/ACODocs/DOCS/5-2-2012.701.40.38.pdf
http://www.irs.gov/taxpros/article/0,,id=98137,00.html#irc

