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Study on U.S. Tax System for Possession Corporations
in Pharmaceutical Industry

The U.S. has special legal system to allow tax exemption or special tax credits for U.S.
Possession Corporations, while the possessions should be treated as foreign countries only in tax
law. IRC 361, 936 and 351 enable these corporations, especially in pharmaceutical industry, obtain
to get better chances to use much tax benefits with big streams of transfer of intangible property
into Puerto Rico. The G.D. Seal Case in tax court is a typical one with transfer of technology to
Puerto Rico and the issue of non-recognition of income or loss. At the same time, these system for
possession corporations itself as ‘foreign countries in domestic’ means one of exceptions from
residential principal of the U.S. tax law or self-conflict, just as FSC and ETI exceptions for export-
promoting tax system.
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