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initial investment of greater than
$10,000 (U.S.);

(iii) At all times during the calendar
year, quotations for the class of shares
of the foreign corporation are deter-
mined and published no less frequently
than on a weekly basis in a widely-
available permanent medium not con-
trolled by the issuer of the shares, such
as a newspaper of general circulation
or a trade publication;

(iv) No less frequently than annually,
independent auditors prepare financial
statements of the foreign corporation
that include balance sheets (state-
ments of assets, liabilities, and net as-
sets) and statements of income and ex-
penses, and those statements are made
available to the public;

(v) The foreign corporation is super-
vised or regulated as an investment
company by a foreign government or
an agency or instrumentality thereof
that has broad inspection and enforce-
ment authority and effective oversight
over investment companies;

(vi) At all times during the calendar
year, the foreign corporation has no
senior securities authorized or out-
standing, including any debt other
than in de minimis amounts;

(vii) Ninety percent or more of the
gross income of the foreign corporation
for its taxable year is passive income,
as defined in section 1297(a)(1) and the
regulations thereunder; and

(viii) The average percentage of as-
sets held by the foreign corporation
during its taxable year which produce
passive income or which are held for
the production of passive income, as
defined in section 1297(a)(2) and the
regulations thereunder, is at least 90
percent.

(2) Anti-abuse rule. If a foreign cor-
poration undertakes any actions that
have as one of their principal purposes
the manipulation of the net asset value
of a class of its shares, for the calendar
year in which the manipulation occurs,
the shares are not marketable stock
for purposes of paragraph (d)(1) of this
section.

(e) [Reserved]
(f) Special rules for regulated invest-

ment companies (RICs)—(1) General rule.
In the case of any RIC that is offering
for sale, or has outstanding, any stock
of which it is the issuer and which is

redeemable at net asset value, if the
RIC owns directly or indirectly, as de-
fined in sections 958(a)(1) and (2), stock
in any passive foreign investment com-
pany, that stock will be treated as
marketable stock owned by that RIC
for purposes of section 1296. Except as
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
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