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In brief 
Tax reporting season has kicked off and proposed guidance related to the corporate alternative minimum tax 
(CAMT) may create incremental reporting burdens for asset management and real estate funds.  

What happened? 

Treasury and the IRS on September 12, 2024, issued proposed regulations implementing the CAMT. Enacted in 
2022 as part of the Inflation Reduction Act, the CAMT imposes a 15% minimum tax on the adjusted financial 
statement income (AFSI) of an ‘applicable corporation.’ The CAMT is effective for tax years beginning after 
December 31, 2022.  

Proposed regulations are not law until they are finalized. However, once finalized, some provisions, including 
certain partnership reporting requirements, will be applied retroactively to tax years ending after September 13, 
2024. Other provisions, including the partnership distributive share calculation provisions, will not be effective until 
publication of final regulations, which could occur in 2025. Treasury and IRS are requesting comments on several 
specific topics by January 16, 2025.  

How are the proposed regulations relevant to asset management and real estate?  

In general, while only approximately 150 very large corporations are expected to be CAMT taxpayers, asset 
management (AM) and real estate funds are significantly impacted by the statute and proposed regulations in two 
ways. First, funds whose direct or indirect investors include insurance companies, sovereign wealth funds, banks, 
and other large corporations that are or may be applicable corporations will have expanded partnership reporting 
obligations, which are necessary to allow their direct and indirect investors who are applicable corporations to 
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Tax Insights | PwC 
 
 

2 
 
 

calculate the amount of their CAMT liability. Second, corporate entities in a fund structure may be applicable 
corporations subject to CAMT if they meet one of the applicable corporation tests described below, and regardless, 
may have additional reporting requirements related to CAMT.  

What actions should funds consider taking now?  

First, partnerships should examine the type, availability, and timing of information that they will need to provide to 
partners that are likely to request CAMT information and create a plan for requesting information from lower-tier 
partnerships and controlled foreign corporations (CFCs).  

Second, funds should analyze their structures to determine if any constituent corporations, e.g., blockers, could be 
applicable corporations due to the aggregation rules and expanded foreign-parented multinational group (FPMG) 
rules, which can cause corporations that on a stand-alone basis have income far below the relevant threshold to be 
applicable corporations. Similarly, REITs, although not subject to the CAMT, should assess whether their taxable 
REIT subsidiaries (TRSs), which are C-corporations, are applicable corporations potentially subject to the CAMT 
under the expanded language of the proposed regulations.  

Finally, fund managers should consider calculating CAMT basis for assets, including stock and partnership 
interests, that the fund disposed of in 2024, if not for the whole portfolio.  

In detail  
The proposed regulations and their preamble fill over 600 pages and, therefore, this discussion necessarily focuses 
only on the few topics of practical importance to most fund managers. For example, Form 4626 and the detailed 
reporting requirements for corporations that may be applicable corporations are not discussed.  

What is an applicable corporation?  

A corporation (other than an S corporation, regulated investment company (RIC), or real estate investment trust 
(REIT)) is an applicable corporation if it meets an AFSI test in one or more tax years before the current tax year and 
ending after December 31, 2021. Under the 'general AFSI test,' a corporation is an applicable corporation if its 
average AFSI (excluding NOL carryovers and aggregated with that of other members of the corporation’s single-
employer group) over the three tax years ending with the relevant tax year exceeds $1 billion ($1B Test). A 
corporation that is a member of a FPMG meets the AFSI test for the three years ending with the relevant tax year if 
the FPMG meets the general $1 billion worldwide and $100 million US AFSI test (FPMG Test). As discussed in 
more detail below, a corporation with average AFSI well below $1 billion is treated as an applicable corporation if 
the members of its single-employer group and/or FPMG meet the relevant AFSI test in the aggregate.  

What reporting requirements do partnerships have?  

Except for a few funds that have publicly traded C corporations at the top of their structures, the principal impact of 
the CAMT for most investment funds will stem from its reporting requirements. Applicable corporations that invest in 
funds and must determine their CAMT liability will require information from partnerships in which they are directly or 
indirectly invested. In tiered partnership structures, partnerships higher in the ownership chain will require 
information from partnerships lower in the chain to make determinations of their AFSI. Thus, funds should expect to 
receive requests from investors for CAMT information and also may be required to request information from 
partnerships in which they have interests, as discussed in more detail below.  
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What information will fund investors need?  

In most circumstances, a corporate investor will be able to determine whether it is an applicable corporation, i.e., 
potentially subject to the CAMT, without requesting further information from the fund. To make the applicable 
corporation determination, a corporation would use its FSI with respect to the fund (except in the unlikely event that 
the corporation and the fund are part of the same Section 52 controlled group). However, for purposes of 
determining its CAMT liability, an applicable corporation will need information to determine its ‘distributive share of 
AFSI’ with respect to any partnership in which it is a partner and information to determine AFSI that results from 
transactions with the partnership, e.g., contributions and distributions, and with respect to partnership interests, 
e.g., sales or exchanges, dilution, and deconsolidation.  

How is AFSI calculated?  

AFSI generally is defined in Section 56A as net income or loss on a taxpayer’s applicable financial statement 
(AFS) for a tax year, with certain adjustments. The most prevalent adjustments for asset managers and their 
portfolio companies will include (1) for an investment in a partnership, replace FSI with respect to that investment 
with the fund’s distributive share of the partnership’s AFSI, (2) for an investment in a corporation (other than a 
CFC), replace FSI with respect to that investment with tax dividends and tax gains and losses with respect to the 
investment, (3) for CFCs, replace the fund’s FSI with respect to that investment with its pro rata share of the CFC’s 
AFSI, (4) replace book depreciation with tax depreciation for Section 168 property, (5) add back federal and foreign 
taxes included in FSI, and (6) if one side of a “hedging” transaction is not included in the FSI of that entity, then the 
other side must be excluded (e.g., if mark-to-market gains and losses are not included in FSI in a portfolio, any 
mark-to-market gain or loss on a hedge or straddle of that position is also excluded in arriving at AFSI).   

Example 1: Fund owns a corporate portfolio company  

Fund is a partnership whose partners include X, a corporation. X notifies Fund it needs CAMT information. Fund 
owns 100% of the shares of Y, a US corporation that is not an applicable corporation and has less than $500M of 
annual AFSI. Fund’s FSI is $280x, which includes $100x of dividend income from Y, $200x of unrealized gains with 
respect to its investment in Y, and $20x of expenses. Fund recognizes a $100x tax dividend from Y and no other 
tax gains or losses with respect to Y.  

Fund reports on X’s Schedule K-1 its modified FSI of $80x, which is calculated as follows:  

Fund FSI      $280x  

Disregard FSI with respect to Y     ($300x)  

Add tax dividends with respect to Y       $100x  

Fund’s modified FSI     $ 80x  

Observation: There is no adjustment for FSI amounts with respect to stock compensation, Section 197 
amortization for intangibles and goodwill (other than qualified wireless spectrum amortization), or mark-to-market 
amounts for real estate, financial products other than mortgage servicing rights, or other non-entity investments 
held directly by the entity calculating AFSI. Therefore, taxable income may not be a reasonable proxy for AFSI if 
information is not received from portfolio companies with these types of book-tax differences that are generally 
favorable for regular tax purposes. Note, however, there is no adjustment to FSI for interest expense, start-up 
expenditures, or research and development costs, which have limitations or capitalization requirements for regular 
tax purposes and typically result in unfavorable book-tax differences for regular tax liability purposes. These 
expenditures in FSI may help reduce AFSI.  
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The proposed regulations clarify and expand the AFSI rules beyond what is provided in the statute. Notably, the 
proposed regulations add the concepts of ‘CAMT earnings and profits’ for certain US corporations and ‘CAMT 
basis’ for calculating gains and losses included in AFSI with respect to investments as described in more detail 
below.   

How does a partnership calculate a partner’s distributive share of partnership AFSI?  

For CAMT liability purposes, a partner’s AFSI with respect to a partnership investment is its distributive share of the 
partnership’s AFSI. The statute provides no definition of distributive share for this purpose. The proposed 
regulations describe a multi-step calculation, illustrated in an example below, that a partner must undertake to 
determine its AFSI. Because a partner’s distributive share of AFSI requires the partnership to determine its AFSI, in 
the case of tiered partnerships, each partnership in the chain of ownership that has an interest in another 
partnership must determine its AFSI, undertaking the same multi-step calculation, before partnerships above it in 
the ownership chain can determine their AFSI (i.e., a bottom-up approach).   

A partnership generally calculates its AFSI using the same rules as other taxpayers. However, the proposed 
regulations introduced a ‘partnership modified FSI’ amount to which a partner applies its distributive share 
percentage, and separately stated amounts that are adjustments for a partner to include in its distributive share 
amount as discussed further below. Adjustments include AFSI amounts related to Section 743(b) adjustments to 
property depreciable under Section 168, qualified wireless spectrum, foreign corporations, and CFCs.  

Observation: The bottom-up approach, as it relates to tiered partnerships structures, appears consistent with 
subchapter K principles but it also places a significant administrative burden on taxpayers’ tax compliance 
functions. There appears to be one situation in which the proposed regulations do not require a full bottom-up 
approach: if a CAMT entity is invested in a lower-tier partnership that has its tax return as its AFS (i.e., because it 
does not have a financial statement used for external purposes), the CAMT entity uses its FSI with respect to the 
partnership (including mark-to-market (MTM)).  

Many funds own interests in partnerships (e.g., aggregators or special purpose vehicles) for which the partnership’s 
federal income tax return will be its AFS. While this simplifies reporting insofar as these partnerships do not need to 
request information from lower-tier partnerships, investors that account for their investments using a fair value 
method may be required to include amounts that differ significantly from what would be included if the partnership 
had a higher-priority AFS such as a GAAP financial statement. Taxpayers are expected to comment on this 
change, which seems contrary to previous guidance under Notice 2023-64. That guidance provided that AFSI 
equaled taxable income (excluding foreign taxes) if the lower-tier partnership used its tax return as its AFS 
(because it did not have another qualifying financial statement).  

What guidance was provided by the proposed regulations for calculating a partner’s 
distributive share of partnership AFSI?  

The proposed regulations provide that since AFSI is based on income reported for AFS purposes rather than 
taxable income, a partner's distributive share of AFSI is based on "the share of the partnership's FSI that the CAMT 
entity reports on its AFS with respect to such investment rather than on the CAMT entity's allocations of partnership 
items for regular tax purposes." Accordingly, the proposed regulations require a partner to calculate its distributive 
share percentage with the numerator being the FSI with respect to the partnership investment and the denominator 
varying depending on the method the partner uses to account for its investment. Proposed rules define the 
denominator for four specified methods of accounting and then create a fifth catch-all provision that defines the 
denominator for all other methods. For a partner that uses the fair value method to account for its investment on its 
AFS, the denominator is the total change in the fair value of the partnership during the tax year, as determined by 
the partner for purposes of determining the partner’s share of total change in its AFS. Alternatively, if a partner uses 
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the equity method to account for its investment on its AFS, the denominator is the partnership’s total FSI, which is 
provided by the partnership to the partner on its K-1.  

The proposed regulations outline six steps for each partner to determine its share of a partnership’s AFSI, which 
are illustrated in Example 2 below.  

Example 2: Fund owns a partnership portfolio company  

Fund is a partnership whose partners include X, a corporation. X notifies Fund by January 30 it needs CAMT 
information. Fund owns an interest in LTP, a partnership portfolio company, and notifies LTP within 14 days of 
receiving the request from X that it needs CAMT information. Fund accounts for its investment in LTP on its AFS 
using the fair value method. Fund’s FSI on its AFS is $380x, which includes $400x of unrealized gains with respect 
to its investment in LTP and $20x of expenses. Fund calculated its $400x of unrealized gains on LTP based on its 
valuation of LTP increasing in total by $500x.  

LTP’s AFS is audited financials it issues to a bank. LTP’s FSI on its AFS is $100x, which includes $120x of net 
income before depreciation and $20x of book depreciation with respect to Section 168 property. LTP’s tax 
depreciation on the Section 168 property is $40x. In addition, there is $10x of Section 743(b) tax depreciation on 
Section 168 property with respect to Fund’s purchase of its interest in LTP. LTP reports on Fund’s Schedule K-1 
the following CAMT information:  

LTP modified FSI of $80x (FSI of $100x + book depreciation of $20x – tax depreciation of $40x)   

Adjustment for Section 743(b) depreciation of Section 168 property of $10x  

LTP total FSI of $100x  

Fund calculates its distributive share of LTP’s AFSI as follows:  

Step 1 Disregard Fund FSI w/r/t LTP ($400x) 

Step 2 Calculate Fund’s distributive share percentage of LTP as follows:  

 Disregarded FSI with respect to LTP $400x  

 Fund’s calculation of LTP’s total FMV increase that year $500x  

 Fund’s distributive share percentage of LTP 80% 

Step 3 Obtain modified FSI from LTP $80x  

Step 4 Multiply step 2 by step 3 $64x 

Step 5 Include adjustments from LTP  

 Section 743(b) depreciation on Section 168 property ($10x) 

 Fund’s Distributive Share Amount after Adjustments $54x  

Step 6 Add Fund’s Distributive Share Amount from LTP to other AFSI  

 Fund’s FSI excluding LTP ( $ 20x)  

 Add Fund’s Distributive Share Amount of LTP $ 54x  
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 Fund’s modified FSI $ 34x  

Fund reports to X on its K-1 the following:  

 Fund’s modified FSI $ 34x  

 Adjustment for X $   0 

 Fund’s total FSI $380x  

Observation: Based on the proposed regulations, a fund is not responsible for calculating the distributive share 
amount for the partner requesting the information. However, if the fund has investments in lower-tier partnerships, 
the fund is required to calculate its distributive share percentage for each partnership investment. In order to 
compute the distributive share percentage, fund tax teams will need to obtain from the fund accounting team the 
total change in fair value that was used to determine the fund’s unrealized gains or losses with respect to each 
partnership investment.  

What amount is included in AFSI with respect to gains and losses related to partnership 
investments?  

As noted above, for purposes of determining its AFSI, a partner also must include FSI gains and losses with 
respect to partnership interests, e.g., gains and losses resulting from sales or exchanges, dilution, and 
deconsolidation. The proposed regulations provide that FSI gains and losses are adjusted by taking into account 
the partner's 'CAMT basis' in a partnership interest.  

A partner’s CAMT basis in its partnership investment is equal to its AFS basis in the partnership investment as of 
the first day of the partnership's first tax year ending after December 31, 2019, in which the partner held its interest 
in the partnership. This CAMT basis is then increased by a partner's distributive share of AFSI, reduced by its share 
of negative AFSI, increased or decreased to take into account contributions and distributions of property (discussed 
below), and is further increased or decreased (but not below zero) for additional CAMT or regular tax types of 
adjustments.  

Example 3: Fund disposes of partnership portfolio company  

Fund is a partnership whose partners include X, a corporation. X notifies Fund by January 30 it needs CAMT 
information. Fund contributed $1000x of cash to acquire an interest in LTP, a partnership portfolio company, on 
January 1, 2020. Fund received no distributions and made no further contributions. Fund’s distributive share of 
AFSI amount from LTP was a loss of $100 each tax year from 2020 through 2023. As a result, Fund’s CAMT basis 
as of December 31, 2023 was $600x. Fund sells its interest in LTP for $1500x on January 1, 2024. Fund’s AFSI 
with respect to the sale of the LTP interest is $900x ($1500x of proceeds less $600x of CAMT basis).  

Observation: The determination of CAMT basis in partnership interests, which will require five years of 
adjustments (through the end of 2024) will be a significant undertaking for many taxpayers and their advisors. If a 
fund acquired a partnership interest prior to 2020, the fund needs to start with its basis in the lower-tier partnership, 
and then roll forward for contributions, distributions, and distributive share amounts for each year beginning in 
2020. In order to prepare for CAMT calculations with respect to tax years ending in 2024, partnerships with sales of 
partnership interests that expect to receive CAMT information requests should consider starting the calculation 
work as soon as practicable given information will not be readily available for tax years between 2020 and 2023.  
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How are property contributions and distributions with respect to partnerships treated for 
AFSI purposes?  

The proposed regulations contain rules addressing "adjustments to apply certain subchapter K principles" in 
connection with contributions to and distributions from partnerships. In general, these rules require the CAMT 
entity, any other partner in the relevant partnership, and the partnership itself to include in its AFSI any income, 
expense, gain, or loss reflected in FSI as a result of the contribution to or distribution from the partnership. Rather 
than adopting the nonrecognition principles for regular tax purposes, Treasury adopted a 'deferred sale method' 
that would take the FSI gain into the contributor's AFSI ratably (on a monthly basis) over a period that depends on 
the type of property contributed. Acceleration rules apply upon the occurrence of certain events. A similar deferred 
sale rule applies to distributions.  

In the case of part-sale-part-contribution transactions, e.g., partial disguised sales of property to a partnership, the 
proposed regulations permit partially taxable contributions to be split and the deferred sale method to apply to the 
nontaxable portion.  

Observation: Continuation funds have been increasing in the AM industry, and with such transactions, property 
contributions and distributions are common. AFSI would need to include the deferred sale inclusion and consider 
additional compliance on CAMT basis tracking as well.  

What are the partnership reporting requirements related to CAMT based on the proposed 
regulations?  

Requirements for CAMT entities to request information from partnership   

The proposed regulations require an entity that needs CAMT information from a partnership to request the 
information from the partnership within 30 days of the close of the partnership tax year. In the case of tiered 
partnerships, rules require an upper-tier partnership to request information from a lower-tier partnership by the later 
of the 30th day after the close of the tax year to which the information request relates or 14 days after the date the 
upper-tier partnership receives an information request from a partner.  

If a partnership fails to furnish the information requested by a partner, the partner must determine its distributive 
share amount by making a good-faith estimate based on whatever information it can reasonably obtain and file a 
form with its tax return indicating it took an inconsistent position.  

What and how does the partnership report to a CAMT entity requesting information?  

Once a request for information has been made by a CAMT entity, the partnership is required to provide the CAMT 
information on the K-1 until it receives notification from the CAMT entity that it no longer needs the information.  

The CAMT information reported on a requesting partner’s K-1 includes:   

1. information to determine the denominator for the distributive share percentage (if not using fair value 
accounting),   

2. the partnership’s modified FSI,   

3. information for the partner to make AFSI adjustments,   

4. if the partner is a US Shareholder of a CFC, information required to make AFSI adjustments, and   
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5. if the partner is a CFC, information for the US Shareholder of the CFC to make AFSI adjustments.  

NOTE: The rules addressing contributions to and distributions from partnerships have their own reporting 
requirements for partners to comply with the deferred sale approach, including recovery periods used to depreciate 
deferred sale property and the date of disposition events and acceleration events.  

Observation: Although a partnership is only required to report CAMT information if it receives a request from a 
partner, the partnership reporting requirements are burdensome and will affect any partnership in which a 
corporation potentially subject to CAMT directly or indirectly owns an interest. Partnerships subject to the 
requirements will be required to track and report new information, essentially maintaining a fourth set of books and 
records for CAMT, in addition to the financial, tax, and Section 704(b) books and records. Because CAMT 
information will be reported to the IRS on Form 1065 and Schedule K-1, it will be a Bipartisan Budget Act of 2015 
(BBA) item, and failure to properly report such information may result in penalties.  

Observation: Asset managers should take inventory of partners that have previously made CAMT information 
requests for tax year 2023 and consider potential new requests. Although the proposed regulations implement a 
timeline for tiered requests, partnerships may receive requests well after year end and should plan to cascade 
requests downward within 14 days. To the extent information is not timely received from lower-tier partnerships, a 
best effort approach is required to estimate the AFSI with respect to a lower-tier partnership.  

Observation: The proposed regulations include information a US shareholder of a CFC would need to make AFSI 
adjustments as another data point that may need to be shared with a CAMT entity. Funds that hold CFCs classified 
as passive foreign investment companies (PFIC) typically receive proforma Form 5471s and/or PFIC statements. 
This reporting now would need to include CAMT information, if requested. A CAMT entity generally would include 
its pro rata share of the CFC’s adjusted net income or loss in its AFSI calculation. Consideration should be given as 
to how to provide such information   

How to determine if a corporation is an applicable corporation?  

While the rules above may apply to all partnerships to the extent they have an upper tier investor requiring 
information, the next two sections address how to determine if a corporation in the structure (e.g., a blocker 
corporation, taxable REIT subsidiary (TRS), or a corporate portfolio company) is an applicable corporation. For 
purposes of the $1B Test, the statute requires a corporation to include the average AFSI of all members of its 
single-employer group under Sections 52(a) and 52(b) (Single-Employer Rules). Similarly, a corporation that is a 
member of an FPMG includes the average AFSI of all members of the FPMG and the single-employer group for 
purposes of the FPMG Test.  

Even if a corporation is an “applicable corporation,” it may not have a CAMT tax liability more than its regular 
corporate tax liability. However, applicable corporation status will at a minimum require additional information 
reporting on Form 4626.  

What is the impact of the Single-Employer Rules on determining if a corporation is an 
applicable corporation?  

Section 52(a) defines a “controlled group of corporations” by reference to the definition in Section 1563(a) with the 
modifications provided in Section 52(a)(1) (substituting “more than 50 percent” for “at least 80 percent”) and Section 
52(a)(2) (making the determination without regard to the special rules for insurance companies in Section 
1563(a)(4) and the attribution rule in Section 1563(e)(3)(C)). Section 52(b) authorizes Treasury to treat employees 
of unincorporated entities, e.g., partnerships, which are under common control, as employed by a single employer, 
based on principles similar to those in Section 52(a).  
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Section 1563(a) defines a controlled group of corporations to include a “parent-subsidiary controlled group,” a 
“brother-sister controlled group,” and a “combined group.” For purposes of Section 1563(a) and Section 52(a), 
stock owned directly or indirectly by or for a partnership is considered as owned by any partner having an interest 
of 5% or more in either the capital or profits of the partnership, in proportion to its interest in capital or profits 
(whichever is greater). See Reg. 1.1563-3(b)(2).  

Regulations under Section 52(b) define the term “trades or businesses that are under common control.” Like the 
definition in Section 1563(a), the regulations under Section 52(b) define the group under common control to include 
a “parent-subsidiary group,” a “brother-sister group,” and a “combined group.” The rules apparently require each 
entity in the group to be a “trade or business.” For purposes of determining whether a parent-subsidiary group 
under common control exists, current, final regulations under Section 52(b) limit constructive ownership to 
situations in which a person owns an option (treating the option as exercised); there is no attribution from 
partnerships. Proposed regulations under Section 52(b) would expand the constructive ownership rules for parent-
subsidiary controlled groups of trades or businesses to include a rule attributing ownership from a partnership if a 
partner has an interest in 5% or more in the profits or capital of the partnership. The CAMT proposed regulations 
would apply the rules as revised by these proposed regulations under Section 52.  

The CAMT proposed regulations illustrate in an example that if a corporation owns a controlling interest in a second 
corporation through a partnership, the two corporations can be members of a Section 52(a) controlled group of 
corporations regardless of whether the partnership is engaged in a trade or business. In the example, X, a 
corporation, owns 80% of the profits and capital interests in PRS, a partnership for US tax purposes. PRS owns 
stock with 80% of the vote and value in Y, another corporation (See Figure 1 below). The example concludes that X 
and Y will be members of a Section 52(a) controlled group (a parent-subsidiary controlled group) but excludes PRS 
from the Section 52(a) controlled group since it is not a corporation. The example goes on to note that ”if PRS is 
engaged in a trade or business, it may be a member of a group of trades or businesses under common control 
under Section 52(b) that includes X and Y.” The example did not specify whether PRS was engaged in a trade or 
business.  

      

Figure 1   Figure 2  

PRS

US 
Blocker

US corp 
investment

ECI 
Pship

100% 30%

30%
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Application:   

It is common for private equity funds to own investments in passthrough entities through a US “blocker” corporation 
to prevent effectively connected income (ECI) or unrelated business taxable income (UBTI) from passing through to 
foreign investors or tax-exempt investors, respectively. While it may be uncommon, if the blocker corporation is an 
investment vehicle above the fund that holds corporate portfolio companies, it may look similar to Figure 1, in which 
case, X would be a blocker corporation, PRS would be the fund, which is not in a trade or business, and Y would be 
a portfolio company. If blocker corporation indirectly had greater than 50% of the vote or value in Y, then the AFSI 
of X and Y would be aggregated under Section 52(a) for purposes of determining whether X and Y are applicable 
corporations.  

Alternatively, the blocker corporation may be below the partnership as illustrated in Figure 2. As noted in the 
proposed regulation example described above, if PRS and the blocker are engaged in a trade or business, the US 
blocker in Figure 2 would be a member of a group of trades or businesses that are under common control with PRS 
under Section 52(b). As a result, the AFSI of PRS and US Blocker would be part of a single-employer group and 
aggregated for purposes of determining whether the US Blocker is an applicable corporation. Neither US Corp 
investment nor ECI Pship would be included in the Section 52 group because PRS does not own stock with more 
than 50% of the vote or value of US Corp investment and US Blocker does not own more than 50% of the profits or 
capital interest in ECI Pship.  

The type of fact pattern illustrated in Figure 1 also can be found in public REIT structures. X would be a public 
REIT, PRS would be the operating partnership with a real estate trade or business, and Y would be a taxable REIT 
subsidiary (TRS). Even though REITs are not subject to the CAMT, a REIT can be part of a single-employer group 
under Section 52(a) or (b) with the TRS. Therefore, REIT, the operating partnership, and TRS would be part of a 
single-employer group under Section 52(b) in this example. As a result, if the aggregate AFSI of the REIT, the 
operating partnership, and TRS meets the $1B Test, then TRS is an applicable corporation and may be subject to 
CAMT.  

Observation: Under the proposed regulations, a corporation (other than an S corporation, a RIC, or a REIT) must 
maintain sufficient records to demonstrate whether it is an applicable corporation for any tax year. This includes 
identification of all persons treated as a single employer with such corporation under Section 52 and whether the 
corporation is a member of an FPMG. This places additional administrative burdens on taxpayers from a 
documentation perspective.  

How do the FPMG rules broaden the scope of corporations subject to CAMT?  

Section 59(k)(2)(B) defines an FPMG, with respect to any tax year, as two or more entities if (1) at least one of the 
entities is a domestic corporation and at least one of the entities is a foreign corporation; (2) the entities are 
included in the same AFS for that year; and (3) either the common parent of the entities is a foreign corporation, or 
if there is no common parent, the entities are treated as having a common parent that is a foreign corporation 
based on guidance from Treasury. In the proposed regulations, Treasury provides that one of the entities must be a 
FPMG common parent, which is defined as an ultimate parent that is a foreign corporation (deemed or actual). An 
ultimate parent is an entity that has a controlling interest in at least one other entity and no other entity has a 
controlling interest in the parent. A controlling interest is generally based on the entity’s applicable financial 
accounting standard.  

The proposed regulations broaden the scope of the FPMG rule significantly by treating a non-corporate parent 
entity (foreign or domestic) as a deemed foreign corporation. This non-corporate parent entity rule applies if the 
entity directly or indirectly owns (other than through an actual domestic corporation) (1) a foreign trade or business, 
or (2) any equity in a foreign corporation in which it has a controlling interest.  



 
 
Tax Insights | PwC 
 
 

11 
 
 

The example in the proposed regulations (Prop. Reg. 1.59-3(j) Ex. 2) shows a foreign partnership (see Figure 3 
below) being treated as a deemed foreign corporation because it owns both a direct interest in a foreign corporation 
and a US corporation, and a controlling interest in both (taking the constructive ownership rules into account). As a 
result, foreign partnership is the parent of a FPMG.  

                       

Figure 3      Figure 4  

Observation: In the asset management and real estate industry, it is common for a partnership to own both foreign 
and US corporations. For some private equity and real estate funds, foreign corporations may be used as a Foreign 
Investment in Real Property Tax Act (FIRPTA) blocker for real estate assets held in a US corporation (see Figure 4 
above). Similarly, for credit funds, foreign corporations may be used alongside US corporations to effectively block 
ordinary trade or business income from loan origination activities. In these structures, an FPMG relationship can 
exist under the proposed regulations’ definition of a deemed corporation if US Blocker and FIRPTA Foreign blocker 
are included in the AFS of Foreign Partnership. As this broadens the scope of potential FPMG relationships, it also 
expands the potential universe of additional taxpayers to be included in the “applicable corporation” scoping 
analysis whose AFSI would need to be included in the calculation. Furthermore, if the FPMG Test is met, it is 
possible that some corporations could have a CAMT liability despite otherwise having net operating losses (NOLs) 
for regular federal income tax purposes after computing AFSI with appropriate CAMT adjustments. For example, if 
the majority of a blocker corporation’s income is offset by amortization of a Section 743(b) adjustment allocable to 
intangible assets, which are not expenses included in the financial statement income and for which there is no 
adjustment for purposes of AFSI, the corporation could have a CAMT liability despite having no regular tax liability.  

Observation: Large investors might invest through stand-alone blockers or own an interest in a commingled one. 
In such cases, funds may need to seek information from the investor to determine if an FPMG relationship exists 
and to request the information necessary to file the blocker’s Form 4626 (for example, a list of other subsidiaries in 
the group). With the proposed regulations’ expanded definition of entities that could be included as part of an 
FPMG, and with overseas investments, it may place additional hurdles on asset management and real estate funds 
to obtain the necessary information to properly determine whether certain corporations are applicable corporations. 
Furthermore, the documentation requirements in the proposed regulations imposed on taxpayers in determining 
whether a corporation is an applicable corporation place further administrative burdens on taxpayers that can be 
time consuming and costly.  
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Additional resources  

For a more comprehensive examination of the CAMT provisions, please see:  

• Key highlights of the CAMT proposed regulations (September 2024)  

• Tax Readiness: Proposed CAMT regulations – Additional complexity and administrative burdens (Replay of 
Webcast, October 8, 2024)  

Let’s talk  
If you have questions about how the proposed regulations may affect your organization, please contact:  

Mergers and Acquisitions  

Jennifer Wyatt  
312-953-5599  
jennifer.a.wyatt@pwc.com  
 

Michael Hauswirth  
202-213-2729  
michael.j.hauswirth@pwc.com  
 

 

Real Estate   

Adam Feuerstein   
240-476-2647  
adam.s.feuerstein@pwc.com 
 

Annet Thomas-Pett  
(347) 604-2134    
annet.thomas-pett@pwc.com  
 

 

Asset Management  

Kara Friedenberg  
917-648-5667  
kara.l.friedenberg@pwc.com  
 

Charwin Embuscado  
646-270-2843  
charwin.embuscado@pwc.com  
 

Aaron Lebovics  
323-326-3600  
aaron.lebovics@pwc.com  
 

Specialized Tax Services 

Jason Black  
954-895-8200  
jason.m.black@pwc.com  
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