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Internal Revenue Code Section 267(c)(4) 
Losses, expenses, and interest with respect to transactions between related taxpayers. 
 
 
(c) Constructive ownership of stock. For purposes of determining, in applying subsection (b), the 

ownership of stock— 
 

(1) Stock owned, directly or indirectly, by or for a corporation, partnership, estate, or trust 
shall be considered as being owned proportionately by or for its shareholders, partners, or 
beneficiaries; 

 
(2) An individual shall be considered as owning the stock owned, directly or indirectly, by or 

for his family; 
 

(3) An individual owning (otherwise than by the application of paragraph (2)) any stock in a 
corporation shall be considered as owning the stock owned, directly or indirectly, by or 
for his partner; 

 
(4) The family of an individual shall include only his brothers and sisters (whether by the 

whole or half blood), spouse, ancestors, and lineal descendants; and 
 

(5) Stock constructively owned by a person by reason of the application of paragraph (1) 
shall, for the purpose of applying paragraph (1), (2), or (3), be treated as actually owned 
by such person, but stock constructively owned by an individual by reason of the 
application of paragraph (2) or (3) shall not be treated as owned by him for the purpose of 
again applying either of such paragraphs in order to make another the constructive owner 
of such stock. 
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