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Revenue Ruling 87-47

A distribution by S of the stock of FX would 
trigger 311(b) gain that would be 
characterized, all or in part, as dividend 
income under section 1248.

Section 1248(e) provides that if HC is 
treated as formed or availed of principally 
for holding the stock of FX, then the 
distribution by S of the stock of HC is 
treated as a distribution of the stock of FX.

Copyright © 2006 Andrew Mitchel LLC
International Tax Services
www.andrewmitchel.com

1P
(U.S.)

S
(U.S.)

FX
(Foreign)

Corporation Formed to Hold
Stock of Foreign Corporation

HC
(Dormant)

(U.S.)

Unrelated

P, S, and HC do not file 
a consolidated tax return

FX stock

2P
(U.S.)

S
(U.S.)

FX
(Foreign)

HC
(Dormant)

(U.S.)

Unrelated

3P
(U.S.)

S
(U.S.)

FX
(Foreign)

HC
(Dormant)

(U.S.)

FX stock

4P
(U.S.)

S
(U.S.)

FX
(Foreign)

HC
(U.S.)

S distributes all
of HC stock to
P as an inter-
corporate dividend
in a non-section
355 transaction.
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