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Temp. Reg. 1.902-1(c)(8)(ii) Example

P, a domestic corporation, has owned 100 percent of the voting stock of foreign corporation S at all times since January 1, 1987. 
Until June 30, 2002, S owned 100 percent of the voting stock of foreign corporation T, T owned 100 percent of the voting stock of 
foreign corporation U, and U owned 100 percent of the voting stock of foreign corporation V.  Beginning in 1998 V was a fourth-
tier controlled foreign corporation, and its foreign taxes paid or accrued in 1998 and later taxable years were eligible to be 
deemed paid.  On June 30, 2002, T was liquidated, causing S to acquire 100 percent of the stock of U.  As a result, V became a 
third-tier controlled foreign corporation.  In 2003, V paid a dividend to U.  Foreign taxes paid by V in taxable years beginning 
before 1998 are not taken into account in computing the foreign taxes deemed paid with respect to the dividend paid by V to U.
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