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provided in paragraph (f)(2) of this sec-
tion, in the case of any other RIC that 
publishes net asset valuations at least 
annually, if the RIC owns directly or 
indirectly, as defined in sections 
958(a)(1) and (2), stock in any passive 
foreign investment company, that 
stock will be treated as marketable 
stock owned by that RIC for purposes 
of section 1296. 

(2) [Reserved] 
(g) Effective date. This section applies 

to shareholders whose taxable year 
ends on or after January 25, 2000 for 
stock in a foreign corporation whose 
taxable year ends with or within the 
shareholder’s taxable year. In addition, 
shareholders may elect to apply these 
regulations to any taxable year begin-
ning after December 31, 1997, for stock 
in a foreign corporation whose taxable 
year ends with or within the share-
holder’s taxable year. 

[T.D. 8867, 65 FR 3819, Jan. 25, 2000] 
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§ 1.1297–3T Deemed sale election by a 
United States person that is a 
shareholder of a passive foreign in-
vestment company (temporary). 

(a) In general. Except as indicated 
below, a shareholder of a foreign cor-
poration that no longer qualifies as a 
passive foreign investment company 
(PFIC) shall be treated for tax purposes 
as holding stock in a PFIC and there-
fore continue to be subject to taxation 
under section 1291 unless the share-
holder makes the election under sec-
tion 1297(b)(1). This continuing PFIC 
taint shall not apply to stock in a 
PFIC for which an election under sec-
tion 1295 to be a qualified electing fund 
(QEF) has been in effect throughout 

that portion of the shareholder’s hold-
ing period during which the PFIC 
qualified as a PFIC. A U.S. person 
making the election under section 
1297(b)(1) shall be treated as having 
sold its stock in the PFIC on the last 
day of the last taxable year of the for-
eign corporation during which it quali-
fied as a PFIC (termination date). The 
shareholder thereafter shall not be 
treated as holding stock in a PFIC and 
shall not be subject to taxation under 
section 1291. The deemed sale is taxed 
as a disposition under section 1291. 
Pursuant to that section, the gain, if 
any, is considered earned pro rata over 
the shareholder’s holding period in the- 
stock and is taxed as ordinary income. 
The tax on the gain is based on the 
value of the tax deferral and includes 
an interest charge. Any loss realized in 
the deemed sale may not be recognized. 
This section provides rules for making 
the election under section 1297(b)(1). 
The election is available to a U.S. per-
son that is a shareholder of a foreign 
corporation if— 

(1) The foreign corporation was a 
PFIC at any time during the period the 
U.S. person held the stock; 

(2) At any one time during the U.S. 
person’s holding period, the foreign 
corporation qualified as a PFIC but 
was not a QEF; and 

(3) The foreign corporation is no 
longer a PFIC within the meaning of 
section 1296. 

(b) Time and manner of making the 
election—(1) In general. The shareholder 
shall make the election under this sec-
tion and section 1297(b)(1) by filing an 
amended income tax return for its tax-
able year that includes the termination 
date within three years of the due date, 
as extended, for the shareholder’s tax 
return for such taxable year. The 
shareholder must attach to the amend-
ed tax return either Form 8621 or a 
statement, prepared in accordance with 
paragraph (c)(2) of this section, report-
ing the gain on the deemed sale of the 
stock as required by section 1291(a)(2) 
(as if such deemed sale occurred under 
section 1291(a)(2)), and by paying the 
tax on the gain as required by section 
1291 (including the payment of the de-
ferred tax amount required under sec-
tions 1291(a)(1)(C) and 1291(c)). The 
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