
P, a U.S. partnership that is engaged in a U.S. trade or business, is 75 percent owned by FC1, a foreign 
corporation that, in turn, is wholly owned by another foreign corporation, FC2. The remaining 25 percent 
of P is owned by Corp, a domestic corporation, that is wholly owned by FC3.  P engages in transactions 
solely with FC2 and FC3.  These transactions are attributed to FC1 and Corp.  Under section 875, FC1 
is considered as being engaged in a U.S. trade or business.  For purposes of section 6038A, FC1 and 
Corp are reporting corporations and must report their pro rata shares of the value of the transactions 
with FC2 and FC3.  Thus, Corp must report 25 percent of P's transactions with FC3, and FC1 must 
report 75 percent of P's transactions with FC2.
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