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Lee Bell reported income under 
section 367(d)(2)(A)(ii)(I) for the 

years 2011 to 2017.  The court held 
this was incorrect, stating "no 

provision in the regulations allows 
Lee Bell to assume responsibility for 
reporting those payments: Lee Bell 

was neither the U.S. transferor of the 
intangible property nor the recipient 

of the stock of TBL GmbH, the 
transferee foreign corporation."
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The Tax Court held that the 
constructive 361(c) distribution in 
step "b" below was a disposition 

that followed the constructive 
361(a) exchange in step "a" below.  
Consequently, TBL Licensing LLC 
was required to recognize full gain 

under 367(d)(2)(A)(ii)(II).


