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Introduction: Effectively Controlled Partnerships

Partnerships offer incredible flexibility as building
blocks in complex organizations. They can be arranged in
tiers and used as substitutes for corporate subsidiaries.
Each partnership within an organization requires its own
tax return. Multiple partnerships, and thus multiple tax
returns, within an organization create the possibility that
the details of a given transaction may be distributed
across several tax returns. Multiple tax returns within a
single economic organization potentially decrease trans-
parency to tax authorities as to the true nature of the
economic transactions.

Partnerships are an important and growing compo-
nent of the U.S. tax system. For example, in 2005, more
than 2.7 million partnerships filed tax returns, steadily

Charles E. Boynton is a program manager and
senior program analyst with the Office of Research
and Workload Identification (RWI), IRS Large and
Midsize Business Division. From 2000 to 2006 he was
a Stanley S. Surrey Senior Research Fellow at Trea-
sury’s Office of Tax Analysis. Before joining Treasury,
he taught tax accounting at the University of Wis-
consin and tax and financial accounting at the Uni-
versity of North Texas.

Barbara A. Livingston is a senior operations re-
search analyst with RWI. She has held positions with
the Statistics of Income Division (1987-1997) and
with the Office of Pre-Filing and Technical Guidance
and LMSB (1998-2008).

The authors thank the management of SOI and
RWI for permission to use the 2007 SOI partnership
data file and to conduct this study. They thank the
organizers of the 2010 IRS Research Conference for
including the study as part of the panel ‘‘Compliance
of Large Business Entities.’’ An earlier version of this
report was presented there on June 29.

The authors particularly wish to thank for com-
ments, assistance, and support: Kevin Cecco, Joseph
Koshansky, Kenneth Szeflinski, Tim Wheeler, and
Nina Shumofsky at SOI; Elizabeth Kruse, Alan Plum-

ley, and Melissa Kovalick at the 2010 IRS Research
Conference; Drew Lyon at PricewaterhouseCoopers
LLP, our discussant at the June 29 conference; Don
McPartland, John Davidson, Jim Clarkson, Darla
Riggan, Fredericka Bunting, John Miller, Donald Lee,
Lois Petzing, Ellen Legel, Bill Wilson, Mark Silva,
Cary Russ, and Robert Adams at LMSB; and Petro
Lisowsky at the University of Illinois at Urbana-
Champaign.

Partnerships offer incredible flexibility as building
blocks in complex organizations. They can be ar-
ranged in tiers and used as substitutes for corporate
subsidiaries. The authors analyze tax year 2007 SOI
data for partnerships effectively controlled by other
partnerships or by corporations. We focus on part-
nerships with a reportable entity partner (REP) as
defined in the tax year 2007 instructions for Form
1065 and Form 1120 Schedules M-3. We find that the
63,847 partnerships with a REP (2.1 percent of ap-
proximately 3 million partnerships in 2007) reported
$4.6 trillion in total partnership assets (22.7 percent
of $20.4 trillion for all partnerships).
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increasing in 2006 to 2.9 million, then in 2007 to almost
3.1 million. Empirical research on structures employing
partnerships is limited.1

We focus on partnerships effectively controlled by
other partnerships or by corporations as an interesting
subsample of the partnership population. We ask whether
partnerships effectively controlled by a corporation are
different from partnerships effectively controlled by an-
other partnership. We look at the relationship between the
asset size of the controlling entity and the asset size of the
effectively controlled partnership. Further, we look at the
relationship between the industry of the controlling entity
and the industry of the controlled partnerships.

To do so, this report uses tax year 2007 partnership
data made available by the IRS Statistics of Income
Division. We believe this report is the first publicly
available descriptive study using tax data of partnerships
effectively controlled by other entities.

This report is organized as follows. We first provide
technical background on the U.S. tax reporting require-
ments for partnerships during tax year 2007. Next, we
outline the steps in identifying reportable entity partners
(REPs) in the SOI data. Third, we give a descriptive
overview of the partnership population, followed by an
analysis of REPs. The last section of the report provides
concluding observations.

Schedule M-3 and Partnerships With REPs
The IRS introduced the Form 1120 Schedule M-3 in

2004 to reconcile corporation financial statement income
with corporation taxable income for corporations with
assets of $10 million or more at the end of the tax year.2
In 2006 the IRS introduced Form 1065 Schedule M-3 to

reconcile partnership financial statement income with
partnership taxable income. The Form 1065 Schedule M-3
is required for all partnerships with assets of $10 million
or more at the end of the tax year.

The Form 1065 Schedule M-3 is also required for any
smaller partnership if it had any of the following: ad-
justed total assets of $10 million or more for the tax year,
total receipts of $35 million or more for the tax year, or a
REP on any day of the tax year.3

As of 2006, the instructions for the Form 1065 and
Form 1120 Schedules M-3 define a REP. A REP for a
partnership is a corporation or partnership that owns,
directly or, under the Schedule M-3 instructions, indi-
rectly, 50 percent or more of the partnership’s profit, loss,
or capital on any day of the tax year, and that itself was
required to file Schedule M-3 on its most recently filed
U.S. tax return filed before that day.

A corporation or partnership that becomes a REP for a
partnership must inform the partnership within 30 days
of its name, employer identification number, and maxi-
mum (direct and indirect) ownership interest.

A partnership with a REP must file Schedule M-3 even
if it is not otherwise required to do so, and it must report

1For an excellent review of the 2007 partnership population,
see Wheeler and Shumofsky (2009). For a study of the growth in
partnership business receipts from 1980 to 2002, see Petska,
Parisi, Luttrell, Davitian, and Scoffie (2005). For a recent study of
bankruptcy risks for individual and corporate partners selecting
to do business in the increasingly popular limited liability
company form, see Levy and Hofheimer (2010).

2For discussions relating to the development of Schedule
M-3, see Mills and Plesko (2003); Boynton and Mills (2004);
Boynton and Wilson (2006); and Boynton, DeFilippes, and Legel
(2006, 2008). For a summary of research on book-tax differences

and Schedules M-1 and M-3 through 2007, see Weiner (2007).
For a discussion of the relationship between financial account-
ing current federal income tax expense on SEC Form 10K (and
now on Schedule M-3) and Form 1120 tax liability, see Lisowsky
(2009). Research using Schedule M-3 data has developed further
as data have become available. For example, Lisowsky, Robin-
son, and Schmidt (2010) discuss the relation between uncertain
tax positions, tax shelters, and reportable transaction amounts
reported on Schedule M-3; Dunbar, Phillips, and Plesko (2009)
examine public versus private firms’ book-tax reporting and tax
planning before and after rules were passed for more public
disclosures of tax reserves; and Blouin, DeBacker, and Sikes
(2010) examine the relationship between temporary and perma-
nent book-tax differences on Schedule M-3 for public versus
private firms.

3For technical details on Schedule M-3 filing requirements,
including the definition of adjusted total assets and reportable
entity partner, see the current instructions for Forms 1065 and
1120 Schedules M-3. Go to http://www.irs.gov, click on ‘‘Forms
and Publications,’’ click on ‘‘Form and instruction number
(PDF),’’ insert 1065 or 1120, and click on ‘‘Schedule M-3 instruc-
tions.’’

Table 1. All Partnerships: Total Returns and Assets by Schedule M-3 Status, 2007 ($ millions)
Schedule M-3 Status Returns Assets $ Returns % Assets %

Not Required Not Present 2,882,188 $1,942,739 93.1% 9.5%
Not Required but Present 16,536 29,828 0.5% 0.1%
Required but Not Present 6,900 354,084 0.2% 1.7%

Subtotal
Not Required or Not Present 2,905,623 2,326,651 93.8% 11.4%

No REP 120,637 12,231,250 3.9% 60.0%
REP Identified 63,847 4,626,270 2.1% 22.7%
REP Not Identified 6,226 1,201,964 0.2% 5.9%

Subtotal
Required and Present 190,711 18,059,483 6.2% 88.6%

Total All Returns 3,096,334 20,386,134 100.0% 100.0%
Note: M-3 is treated as ‘‘Not Present’’ if both book income and tax income are zero.
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the REP name, EIN, and maximum ownership interest on
the partnership’s own Schedule M-3. If the partnership
has two or more REPs for the year, it reports the two with
the maximum ownership interest.

The indirect ownership provisions for REPs follow an
effective control model, testing for 50 percent or more
ownership at each link.4 In general, an entity owning 50
percent or more of another entity is deemed to own all
the corporate and partnership interests of the owned
entity.5

In particular, the parent corporation of a tax consoli-
dated corporate group is deemed to own all the corporate
and partnership interests owned by any subsidiary. For
example, if two subsidiaries each own 50 percent of a
partnership, the parent corporation is deemed to own 100
percent of the partnership.

Steps in Identifying REP Data
This section outlines the steps we took to identify the

REPs within the SOI data. The 2007 SOI partnership file
is a weighted sample research file statistically designed to
describe the population of all partnerships filing a Form
1065 in tax year 2007 (processing year 2008). We assume
that the tax characteristics of a REP reported in the 2007
partnership file for a record weighted to represent more
than one partnership in the population represent the tax
characteristics of a REP for each of the partnerships in the
population represented by that weighted record.

• We extract all REP EINs reported in the 2007 SOI
partnership file.

• We treat an EIN of 000000000 or 999999999 as well as
names listed without EINs as reported but not
identifiable.

• We search for the REP EIN in the IRS corporation
and partnership files for forms subject to Schedule
M-3 (and therefore subject to REP reporting).

• The order of the files searched within a year was
forms 1065, 1065-B, 1120-S, 1120, 1120-PC, 1120-L,
1120-C, and 1120-F.

• Searching stopped when an EIN was identified.
• The Form 851 file of tax consolidated corporate

subsidiaries and parents was searched if the general
search did not identify the REP tax return to deter-
mine if the reported REP EIN is that of a corporate
subsidiary.

• If the Form 851 file identified the reported EIN for a
REP as that of a subsidiary, the EIN and name of the
parent of the subsidiary were substituted as the
actual REP for this research.

• We extract income-tax-return form type, tax period,
total assets, and industry North American Industry
Classification System (NAICS) code for the identi-
fied REP after any Form 851 file substitutions.

• We replace the REP’s NAICS code as extracted from
the IRS file with the SOI NAICS code from the 2007
SOI corporation and partnership files if different.
The SOI NAICS code is edited for consistency across

4For comments strongly opposing the Schedule M-3 REP
indirect ownership attribution rules, see Hennig, Everett, and
Raabe (2009). For an earlier discussion, see Everett, Hennig, and
Raabe (2007), questions 32 through 36.

5Section 267(c) provides an alternative attribution model for
corporate stock ownership based on proportional allocation.
Section 707(b)(3) makes section 267(c) applicable to attribution
of interest in partnership profits, loss, and capital. In 2008
partnership tax return Form 1065 Schedule B ownership ques-
tions 3 and 4 and corporation tax return Form 1120 Schedule K
ownership questions 4 and 5 were added and use section 267(c)
attribution, but with a limit on family attribution among indi-
viduals. See the current instructions for Form 1065 Schedule B
and Form 1120 Schedule K. For frequently asked questions
(FAQs) on the 2008 ownership questions, go to http://
www.irs.gov, click on ‘‘businesses,’’ click on ‘‘partnerships,’’
click on ‘‘2008 Changes to Form 1065 — Frequently Asked
Questions.’’ For comments on the 2008 ownership questions and
the Web-based FAQs, see Banoff (2009a, 2009b). Banoff (2009b),
in text before and following his footnote 64, comments on
Hennig, Everett, and Raabe (2009) cited in note 4, supra.

Table 2. All Partnerships: Total Returns and Tax Income by Schedule M-3 Status, 2007 ($ millions)

Schedule M-3 Status

Negative Tax Income Positive Tax Income

Returns Sum
Returns

% Sum % Returns Sum
Returns

% Sum %
Not Required Not Present 1,257,279 ($98,444) 92.8% 28.5% 1,624,909 $326,976 93.3% 17.6%
Not Required but Present 9,262 (4,955) 0.7% 1.4% 7,274 8,064 0.4% 0.4%
Required but Not Present 3,164 (2,535) 0.2% 0.7% 3,736 22,166 0.2% 1.2%

Subtotal
Not Required or Not Present 1,269,705 (105,934) 93.7% 30.7% 1,635,919 357,206 93.9% 19.2%

No REP 45,245 (142,073) 3.3% 41.1% 75,392 1,115,849 4.3% 60.1%
REP Identified 37,104 (90,435) 2.7% 26.2% 26,744 311,756 1.5% 16.8%
REP Not Identified 2,517 (7,073) 0.2% 2.0% 3,709 72,308 0.2% 3.9%

Subtotal
Required and Present 84,865 (239,581) 6.3% 69.3% 105,845 1,499,913 6.1% 80.8%

Total All Returns 1,354,570 (345,515) 100.0% 100.0% 1,741,764 1,857,119 100.0% 100.0%
Note: Zero tax income returns reported in negative tax income column.
M-3 is treated as ‘‘Not Present’’ if both book income and tax income are zero.*
* Add weighted return row totals for negative and positive amounts to obtain weighted return row totals in Table 1 (subject to
rounding).
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years. The IRS NAICS code is as-filed and is not
subject to any consistency check.

• If two REPs are reported and identified, we choose
the REP with the largest total assets as the REP for
this research.

• REPs reported but not identified (6,226 cases) in-
clude:
• REPs reported with no EIN or an EIN of

000000000 or 999999999 (955 or about 15 percent
of the not identified cases); or

• REPs reported with a plausible EIN (5,271 or
about 85 percent of the not identified cases) not
identified for this report either because:
• The EIN is reported with error (we estimate in

perhaps 5 percent of the not identified cases);
or

• the EIN based on name inspection is the EIN
of an entity not required to file Schedule M-3
and therefore not subject to the REP provisions
of Schedule M-3 (we estimate in about 80
percent of the not identified cases). These
entities include regulated investment compa-
nies, real estate investment trusts, personal
trusts, and governmental units. We do not
extract or analyze data for these entities for
this report, because voluntary reporting is
inherently incomplete.

The 2007 Partnership Population: Tables 1-3
In tables 1 through 3 we report partnership assets, tax

income, and book-tax difference for the entire population
of 2007 partnerships (3,096,334 partnerships) and subdi-
vide by whether Schedule M-3 is required and is present.
We subdivide partnerships with Schedule M-3 both re-
quired and present (190,711 partnerships) by whether a
REP is reported and, if reported, by whether we are able
to identify the REP by EIN in the IRS return files for
return forms subject to Schedule M-3. We are particularly
interested in the 63,847 partnerships with a REP reported
and identified.

In Table 1, the 190,711 partnerships with Schedule M-3
required and present (6.2 percent of 3,096,334) report
$18.1 trillion in assets (88.6 percent of $20.4 trillion in
assets reported by all partnerships). The 63,847 partner-
ships with a REP identified (2.1 percent of all partner-
ships) report $4.6 trillion in total partnership assets (22.7
percent of $20.4 trillion for all partnerships). Stated
differently, partnerships with a REP represent one-third
of the partnerships with Schedule M-3 required and
present, and they report a quarter of the Schedule M-3
partnership population’s assets.

Table 1 indicates that 16,536 partnerships not required
to file Schedule M-3 in fact do so voluntarily rather than
file the older Schedule M-1. These voluntary filers are
smaller, less complex partnerships with total assets and
adjusted total assets of less than $10 million, total receipts
of less than $35 million, and no REP. Such a large number
of voluntary filers among smaller partnerships suggests:

• Schedule M-3 is not a burden for smaller partner-
ships;

• smaller partnerships or their tax practitioners have
access to accounting computer software packages
featuring Schedule M-3; and

• an amendment to section 6011(e) to expand man-
dated electronic filing by partnerships with $10
million or more in assets and by some smaller
partnerships filing Schedule M-3 would probably
not impose a burden on the smaller partnerships,
because in general those smaller partnerships and
their tax practitioners have access to accounting
software packages to facilitate electronic filing.6

Table 1 also indicates that the 6,900 partnerships
required to file Schedule M-3 either did not have a
Schedule M-3 present or anomalously filed the form but
reported zero for both total book income and total tax

6For a proposal to require electronic tax return filing of all
corporations and partnerships filing Schedule M-3, see U.S.
Department of the Treasury (2010) at 103.

Table 3. All Partnerships: Total Returns and Book-Tax Difference by Schedule M-3 Status, 2007 ($ millions)

Schedule M-3 Status

Negative Book-Tax Difference* Positive Book-Tax Difference

Returns Sum
Returns

% Sum % Returns Sum
Returns

% Sum %
Not Required Not Present 2,882,188 * 95.5% * * * 0.0% 0.0%
Not Required but Present 9,083 ($1,195) 0.3% 0.3% 7,453 $2,717 9.3% 0.8%
Required but Not Present 6,900 * 0.2% * * * 0.0% 0.0%

Subtotal
Not Required or Not Present 2,898,170 (1,195) 96.1% 0.3% 7,453 2,717 9.3% 0.8%

No REP 73,135 (301,112) 2.4% 73.9% 47,502 266,643 59.5% 74.9%
REP Identified 41,733 (89,924) 1.4% 22.1% 22,114 72,790 27.7% 20.5%
REP Not Identified 3,517 (15,241) 0.1% 3.7% 2,709 13,654 3.4% 3.8%

Subtotal
Required and Present 118,385 (406,277) 3.9% 99.7% 72,325 353,087 90.7% 99.2%

Total All Returns 3,016,555 (407,472) 100.0% 100.0% 79,779 355,805 100.0% 100.0%
Note: Zero Book-Tax Difference (BTD) returns reported in negative BTD column. M-3 is treated as ‘‘Not Present’’ if both book
income and tax income are zero. Asterisk (*) indicates M-3 data not present.†
† Add weighted return row totals for negative and positive amounts to obtain weighted return row totals in Table 1 (subject to
rounding).
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income. We treat any such anomalous Schedule M-3 as in
fact not present. Tax year 2007 was the second year for
the partnership Form 1065 Schedule M-3. Based on
experience with the corporate Form 1120 Schedule M-3
introduced in 2004, we expect better partnership compli-
ance with the partnership Schedule M-3 in its third and
later years (tax years 2008 and later).

Tables 2 and 3 separately tabulate returns by negative
and positive tax income amounts and book-tax difference
amounts. Returns with a zero amount are tabulated with
the returns with negative amounts. In tables 2 and 3, the
sum of the row totals for the number of returns with
negative amounts and the number with positive amounts
equal the return totals for the row in Table 1 (subject to
rounding).

Table 2 indicates that partnerships with Schedule M-3
required and present report 69.3 percent of the negative
tax income and 80.8 percent of the positive tax income of
all partnerships. Positive tax income of approximately
$1.5 trillion is about six times negative tax income of
approximately ($240 billion) for these partnerships.

Partnerships with a REP identified report 26.2 percent
of the negative tax income and 16.8 percent of the
positive tax income of all partnerships. Positive tax
income of approximately $312 billion is about three and a
half times negative tax income of approximately ($90
billion). Proportionately, partnerships with a REP have
more negative tax income than the Schedule M-3 part-
nership population in general.

Table 3 reports Schedule M-3 book-tax difference
(BTD) for partnerships. For Schedule M-3, BTD is tax
income minus book income. Negative BTD means book
income exceeds tax income. Only Schedule M-3 BTD is
reported in Table 3. BTD reported on Schedule M-1 by
partnerships not filing Schedule M-3 is not included in
Table 3. Total negative BTD is ($407 billion) and total
positive BTD is $356 billion. These BTD amounts are the
same order of magnitude as the BTD amounts for the
corporate population filing the 2005 Form 1120 Schedule
M-3 (total negative BTD of ($436 billion) and total

positive BTD of $421 billion).7 The partnership BTD
amounts are substantial. The partnerships with a REP
identified report 22.1 percent of the negative BTD and
20.5 percent of the positive BTD.

Analysis of the REP Population: Tables 4-9
In discussing tables 4 through 9, we often refer to

partnerships with a REP simply as controlled partner-
ships. We identify how the distribution of the number of
partnerships and the distribution of partnerships’ assets
are affected. We use characteristics of the controlling REP
to define the columns and characteristics of the con-
trolled partnership to define the rows. In all cases the
total number of partnerships is 63,847, and the total asset
amount is $4.6 trillion. In other words, both the number
of partnerships and the amount of assets are fixed in
tables 4 through 9, but we change the criteria along which
we partition the data.

The first row of Table 4 shows that 73 percent of all
controlled partnerships report less than $10 million in
assets and collectively report only 2.3 percent of the
assets reported by controlled partnerships. Reading
down the third column, we see that REPs reporting $5
billion or more in assets effectively control 19.5 percent of
controlled partnerships, which collectively report 61.1
percent of the assets of controlled partnerships. REPs
reporting $5 billion or more in assets effectively control
many partnerships with less than $10 million in assets
(13.8 percent of controlled partnerships), but the smaller
number of controlled partnerships with $250 million or
more in assets (1.2 percent) and a REP with $5 billion or
more in assets collectively report 57.1 percent of the
assets reported by controlled partnerships.

Interestingly, as reported in the first column third row
of Table 4, a small number of REPs (119) reporting less
than $10 million in assets effectively control partnerships

7See Boynton, DeFilippes, and Legel (2008).

Table 4. Partnerships With REP: 2007 Total Returns (% All) and Assets (% All):
Partnership Asset Size by REP Asset Size

Partnership
Assets Size

REP Asset Size
Under $10M $10M < $5B $5B and up Total

Returns Assets Returns Assets Returns Assets Returns Assets
Under $10M 14.5% 0.4% 44.7% 1.6% 13.8% 0.3% 73.0% 2.3%
$10M < $250M 3.2% 1.6% 16.6% 10.8% 4.5% 3.7% 24.3% 16.0%
$250M and up 0.2% 3.3% 1.4% 21.3% 1.2% 57.1% 2.8% 81.7%
Total 17.8% 5.2% 62.7% 33.7% 19.5% 61.1% 100.0% 100.0%

Partnership With REP: 2007 Total Returns and Assets ($ millions):
Partnership Asset Size by REP Asset Size Totals for Table 4

Partnership
Assets Size

REP Asset Size
Under $10M $10M < $5B $5B and up Total

Returns Assets Returns Assets Returns Assets Returns Assets
Under $10M 9,251 $17,957 28,524 $75,744 8,817 $12,382 46,591 $106,083
$10M < $250M 2,018 73,063 10,581 498,585 2,895 169,875 15,494 741,523
$250M and up 119 150,539 902 985,989 742 2,642,136 1,762 3,778,664
Total 11,387 241,559 40,006 1,560,318 12,453 2,824,393 63,847 4,626,270
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with $250 million or more in assets. Many of these REPs
report zero or negative assets. The IRS is well aware that
many corporations and partnerships, both large and
purportedly small, fail to present a proper balance sheet
as part of the tax return.8 Since 2006 the IRS has been
working to correct balance sheet reporting through
changes to the tax return instructions.

In Table 5, we group together as ‘‘Form 1120’’ all
corporate return types requiring Schedule M-3 other than
Form 1120-S for S corporations. ‘‘Form 1120’’ includes
forms 1120, 1120-C, 1120-F, 1120-L, and 1120-PC. In Table
5, the bottom line of the second column indicates that
REPs filing a corporate Form 1120 effectively control 34
percent of controlled partnerships and that these partner-
ships collectively report 53.7 percent of the assets re-
ported by controlled partnerships. The first column of
Table 5 indicates that 58.3 percent of controlled partner-
ships are effectively controlled by partnerships filing
Form 1065 and these partnerships collectively report 43.7
percent of the assets reported by controlled partnerships.
In other words, a majority of controlled partnerships are
controlled by partnerships, but a majority of controlled
partnership assets are controlled by Form 1120 corpora-
tions.

In Table 6, the first column indicates that REPs in the
finance/holding industry effectively control 29.8 percent
of controlled partnerships and that they collectively
report 55.8 percent of the assets reported by controlled
partnerships. In Table 6, the third row of the first column
indicates that partnerships with $250 million or more in
assets and a REP in finance/holding are only 1.2 percent
of controlled partnerships but that they report 49.3 per-
cent of all assets reported by controlled partnerships.

Table 6 indicates that REPs in real estate/rental effec-
tively control 44.9 percent of controlled partnerships but
that these partnerships collectively report only 11.7 per-
cent of assets reported by controlled partnerships. Stated
differently, real estate REPs dominate in terms of num-
bers of partnerships controlled, but finance REPs domi-
nate in terms of dollars of partnership assets controlled.

The assets effectively controlled by REPs in manufac-
turing (10.6 percent), information (10.4 percent), and
other industries (11.5 percent) are comparable to those
effectively controlled by real estate/rental REPs (11.7
percent). Note that small controlled partnerships (less
than $10 million in assets) with a REP in the information
industry anomalously report collective negative total
assets of ($9,304) million. Forms 1065 and 1120 instruc-
tions since 2006 have stated that negative total assets may
not be reported.

In Table 7, the first row indicates that partnerships in
the finance/holding industry that have a REP are 15.1
percent of all controlled partnerships with a REP but that
they collectively report 57.1 percent of assets reported by
controlled partnerships. In particular, the partnerships in
the finance/holding industry that have a REP with $5
billion or more in assets (5 percent) collectively report
37.9 percent of assets reported by controlled partner-
ships. In Table 7, the second row indicates that partner-
ships in the real estate/rental industry that have a REP
are 58.9 percent of all partnerships with a REP but that
they collectively report only 14.9 percent of assets re-
ported by partnerships with a REP. At the controlled
partnership level, just as at the controlling REP level, real
estate dominates in terms of numbers but finance domi-
nates in terms of dollars.

Partnerships in the real estate industry with a REP
generally have a REP with $10 million to $5 billion in
assets. Those partnerships (36.7 percent) report 9.5 per-
cent of assets reported by partnerships with a REP.
Partnerships in the real estate industry account for about
two-thirds of the controlled partnerships with a REP

8For a discussion of balance sheet and other consolidation
anomalies of large corporations, see Boynton, DeFilippes,
Lisowsky, and Mills (2004).

Table 5. Partnerships With REP: 2007 Total Returns (% All) and Assets (% All):
Partnership Asset Size by REP Return Type

Partnership
Asset Size

REP Return Type
Form 1065 Form 1120 Form 1120S Total

Returns Assets Returns Assets Returns Assets Returns Assets
Under $10M 41.7% 1.5% 24.9% 0.6% 6.4% 0.2% 73.0% 2.3%
$10M < $250M 15.3% 9.5% 7.7% 5.8% 1.3% 0.8% 24.3% 16.0%
$250M and up 1.3% 32.8% 1.4% 47.3% 0.1% 1.6% 2.8% 81.7%
Total 58.3% 43.7% 34.0% 53.7% 7.8% 2.6% 100.0% 100.0%

Partnerships With REP: 2007 Total Returns and Assets ($ millions):
Partnership Asset Size by REP Return Type Totals for Table 5

Partnership
Asset Size

REP Return Type
Form 1065 Form 1120 Form 1120S Total

Returns Assets Returns Assets Returns Assets Returns Assets
Under $10M 26,607 $67,490 15,907 $27,908 4,076 $10,684 46,591 $106,083
$10M < $250M 9,760 437,277 4,893 267,709 841 36,537 15,494 741,523
$250M and up 831 1,517,927 879 2,187,891 52 72,846 1,762 3,778,664
Total 37,198 2,022,694 21,680 2,483,508 4,969 120,067 63,847 4,626,270
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reporting less than $10 million in assets (12 percent
compared with 17.8 percent).

Controlled partnerships in the information industry
generally have a REP with $5 billion or more in assets.
Those partnerships (1.2 percent) report 9.3 percent of
assets reported by controlled partnerships.

In Table 8, the first row indicates that partnerships in
the finance/holding industry that have a REP that is a
Form 1065 partnership (9.2 percent) report 28.7 percent of
assets reported by controlled partnerships, while those
with a Form 1120 corporation as a REP (5.6 percent)
report 27.1 percent.

In Table 9, we see that REPs in general stay close to
their own industry in terms of the industries of the
partnerships they control. The exception is finance/
holding, which seems to be comfortable controlling part-
nerships in all industries, with a preference for
controlling finance and real estate partnerships. Partner-
ships in the finance/holding industry with a REP in the
finance/holding industry (12.7 percent) report 50.9 per-
cent of assets reported by controlled partnerships. Part-
nerships in the real estate/rental industry with a REP in
the real estate/rental industry (40 percent) report only
10.6 percent of assets reported by controlled partner-
ships.

Paraphrasing our comment on Table 6, in Table 9 real
estate REPs controlling real estate partnerships dominate
in terms of numbers of partnerships controlled, but
finance REPs controlling finance partnerships dominate
in terms of dollars of partnership assets controlled.

Closing Observations
At the REP level, the general story about effective

control of controlled partnership assets is the importance
of:

• large REPs ($5 billion or more in assets);
• REPs that are Form 1120 corporations; and
• REPs that are in finance/holding.
At the controlled partnership level, the story about

controlled partnership assets is the importance of:
• large controlled partnerships ($250 million or more

in assets); and
• controlled partnerships that are in finance/holding.
We look forward to doing further research into effec-

tively controlled partnerships. When we move forward
to tax year 2008 data, we will have a broad set of
ownership data added to the Form 1065 and Form 1120
tax returns, including information on entity owners that
are U.S. or foreign partnerships, corporations, or trusts.
That set of controlling entity owners is far broader than
the Schedule M-3 REP population.

(Text continued on p. 958.)
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Table 7. Partnerships With REP: 2007 Total Returns (% All) and Assets (% All):
Partnership Industry by REP Asset Size

Partnership Industry

REP Asset Size
Under $10M ≤ $10M < $5B $5B and Up Total

Returns Assets Returns Assets Returns Assets Returns Assets
Finance/Holding 2.1% 3.2% 8.1% 16.0% 5.0% 37.9% 15.1% 57.1%
Real Estate/Rental 12.0% 1.2% 36.7% 9.5% 10.3% 4.2% 58.9% 14.9%
Manufacturing 0.1% 0.2% 1.3% 2.1% 0.3% 3.9% 1.8% 6.1%
Information 0.8% 0.1% 0.4% 0.4% 1.2% 9.3% 2.4% 9.8%
Construction 0.6% 0.1% 5.1% 0.8% 0.3% 0.7% 6.0% 1.5%
Retail/Wholesale 0.2% 0.1% 1.5% 0.8% 0.2% 0.9% 2.0% 1.8%
All Other 2.0% 0.4% 9.6% 4.1% 2.3% 4.2% 13.9% 8.7%
Total 17.8% 5.2% 62.7% 33.7% 19.5% 61.1% 100.0% 100.0%

Partnerships With REP: 2007 Total Returns and Assets ($ millions):
Partnership Industry by REP Asset Size Totals for Table 7

Partnership Industry

REP Asset Size
Under $10M ≤ $10M < $5B $5B and Up Total

Returns Assets Returns Assets Returns Assets Returns Assets
Finance/Holding 1,329 $146,969 5,149 $741,385 3,162 $1,753,389 9,639 $2,641,743
Real Estate/Rental 7,631 56,161 23,428 439,398 6,548 192,090 37,607 687,649
Manufacturing 91 7,413 820 96,884 210 179,435 1,121 283,733
Information 508 4,107 264 18,879 752 431,325 1,524 454,311
Construction 370 4,470 3,245 36,083 205 30,210 3,820 70,763
Retail/Wholesale 155 2,994 958 38,588 138 42,838 1,251 84,420
All Other 1,304 19,444 6,142 189,100 1,439 195,106 8,885 403,650
Total 11,388 241,559 40,006 1,560,318 12,453 2,824,393 63,847 4,626,270

Table 8. Partnerships With REP: 2007 Total Returns (% All) and Assets (% All):
Partnership Industry by REP Return Type

Partnership Industry

REP Return Type
Form 1065 Form 1120 Form 1120S Total

Returns Assets Returns Assets Returns Assets Returns Assets
Finance/Holding 9.2% 28.7% 5.6% 27.1% 0.3% 1.3% 15.1% 57.1%
Real Estate/Rental 39.7% 10.2% 15.5% 4.3% 3.7% 0.3% 58.9% 14.9%
Manufacturing 0.4% 1.0% 0.9% 4.9% 0.4% 0.2% 1.8% 6.1%
Information 0.8% 0.2% 1.5% 9.5% 0.1% 0.1% 2.4% 9.8%
Construction 3.3% 0.4% 1.6% 0.9% 1.0% 0.2% 6.0% 1.5%
Retail/Wholesale 0.4% 0.6% 0.9% 1.0% 0.6% 0.2% 2.0% 1.8%
All Other 4.4% 2.6% 8.0% 5.9% 1.5% 0.2% 13.9% 8.7%
Total 58.3% 43.7% 34.0% 53.7% 7.8% 2.6% 100.0% 100.0%

Partnerships With REP: 2007 Total Returns and Assets ($ millions):
Partnership Industry by REP Return Totals for Table 8

Partnership Industry

REP Return Type
Form 1065 Form 1120 Form 1120S Total

Returns Assets Returns Assets Returns Assets Returns Assets
Finance/Holding 5,856 $1,326,763 3,572 $1,253,396 212 $61,584 9,639 $2,641,743
Real Estate/Rental 25,371 473,097 9,878 199,871 2,358 14,681 37,607 687,649
Manufacturing 254 45,578 590 228,480 277 9,675 1,121 283,733
Information 497 10,796 949 438,518 78 4,997 1,524 454,311
Construction 2,137 20,232 1,019 41,794 664 8,736 3,820 70,763
Retail/Wholesale 286 28,211 571 46,610 393 9,599 1,251 84,420
All Other 2,799 118,017 5,100 274,839 986 10,795 8,885 403,650
Total 37,198 2,022,694 21,680 2,483,508 4,969 120,067 63,847 4,626,270
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