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(1) Aeronautical radio licenses refers
to aeronautical en route and aero-
nautical fixed radio station licenses
only. It does not refer to other types of
aeronautical radio station licenses.

(2) Affiliate refers to any entity that
is under common control with a Ili-
censee, defined by reference to the
holder, directly and/or indirectly, of
more than 50 percent of total voting
power, where no other individual or en-
tity has de facto control.

(3) Control includes actual working
control in whatever manner exercised
and is not limited to majority stock
ownership. Control also includes direct
or indirect control, such as through in-
tervening subsidiaries.

(4) Entity includes a partnership, as-
sociation, estate, trust, corporation,
limited liability company, govern-
mental authority or other organiza-
tion.

(5) Group refers to two or more indi-
viduals or entities that have agreed to
act together for the purpose of acquir-
ing, holding, voting, or disposing of
their equity and/or voting interests in
the relevant licensee, controlling U.S.
parent, or entity holding a direct and/
or indirect equity and/or voting inter-
est in the licensee or U.S. parent.

(6) Individual refers to a natural per-
son as distinguished from a partner-
ship, association, corporation, or other
organization.

(7) Licensee as used in §§1.990 through
1.994 of this part includes a spectrum
lessee as defined in §1.9003.

(8) Privately held company refers to a
U.S.- or foreign-organized company
that has not issued a class of equity se-
curities for which beneficial ownership
reporting is required by security hold-
ers and other beneficial owners under
section 13(d) or 13(g) of the Securities
Exchange Act of 1934, as amended, 15
U.S.C. 78a et seq. (Exchange Act), and
corresponding Exchange Act Rule 13d-
1, 17 CFR 240.13d-1, or a substantially
comparable foreign law or regulation.

(9) Public company refers to a U.S.- or
foreign-organized company that has
issued a class of equity securities for
which beneficial ownership reporting is
required by security holders and other
beneficial owners under section 13(d) or
13(g) of the Securities Exchange Act of
1934, as amended, 15 U.S.C. 78a et seq.
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(Exchange Act) and corresponding Ex-
change Act Rule 13d-1, 17 CFR 240.13d-
1, or a substantially comparable for-
eign law or regulation.

(10) Subsidiary refers to any entity in
which a licensee owns or controls, di-
rectly and/or indirectly, more than 50
percent of the total voting power of the
outstanding voting stock of the entity,
where no other individual or entity has
de facto control.

(11) Voting stock refers to an entity’s
corporate stock, partnership or mem-
bership interests, or other equivalents
of corporate stock that, under ordinary
circumstances, entitles the holders
thereof to elect the entity’s board of
directors, management committee, or
other equivalent of a corporate board
of directors.

(12) Would hold as used in §§1.990
through 1.994 includes equity and/or
voting interests that an individual or
entity proposes to hold in an applicant,
licensee, or spectrum lessee, or their
controlling U.S. parent, upon con-
summation of any transactions de-
scribed in the petition for declaratory
ruling filed under §1.990(a)(1) or (2) of
this part.

§1.991 Contents of petitions for declar-
atory ruling under the Communica-
tions Act of 1934.

The petition for declaratory ruling
required by §1.990(a)(1) and/or
§1.990(a)(2) shall contain the following
information:

(a) With respect to each petitioning
applicant or licensee, provide its name;
FCC Registration Number (FRN); mail-
ing address; place of organization; tele-
phone number; facsimile number (Gif
available); electronic mail address (if
available); type of business organiza-
tion (e.g., corporation, unincorporated
association, trust, general partnership,
limited partnership, limited liability
company, trust, other (include descrip-
tion of legal entity)); name and title of
officer certifying to the information
contained in the petition.

(b) If the petitioning applicant or 1li-
censee is represented by a third party
(e.g., legal counsel), specify that indi-
vidual’s name, the name of the firm or
company, mailing address and tele-
phone number/electronic mail address.
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(c)(1) For each named licensee, list
the type(s) of radio service authorized
(e.g., cellular radio telephone service;
microwave radio service; mobile sat-
ellite service; aeronautical fixed serv-
ice).

(2) If the petition is filed in connec-
tion with an application for a radio
station license or a spectrum leasing
arrangement, or an application to ac-
quire a license or spectrum leasing ar-
rangement by assignment or transfer
of control, specify for each named ap-
plicant:

(i) The File No(s). of the associated
application(s), if available at the time
the petition is filed; otherwise, specify
the anticipated filing date for each ap-
plication; and

(ii) The type(s) of radio services cov-
ered by each application (e.g., cellular
radio telephone service; microwave
radio service; mobile satellite service;
aeronautical fixed service).

(d) With respect to each petitioner,
include a statement as to whether the
petitioner is requesting a declaratory
ruling under §1.990(a)(1) and/or
§1.990(a)(2).

(e)(1) Direct U.S. or foreign interests of
ten percent or more or a controlling inter-
est. With respect to petitions filed
under §1.990(a)(1), provide the name of
any individual or entity that holds, or
would hold, directly 10 percent or more
of the equity interests and/or voting in-
terests, or a controlling interest, in the
controlling U.S. parent of the peti-
tioning common carrier or aero-
nautical radio station applicant(s) or
licensee(s) as specified in paragraphs
(e)(1)(i) through (e)(4)(iv) of this sec-
tion.

(2) Direct U.S or foreign interests of ten
percent or more or a controlling interest.
With respect to petitions filed under
§1.990(a)(2), provide the name of any in-
dividual or entity that holds, or would
hold, directly 10 percent or more of the
equity interests and/or voting inter-
ests, or a controlling interest, in each
petitioning common carrier applicant
or licensee as specified in paragraphs
(e)(1)(i) through (e)(4)(ii) of this sec-
tion.

(3) Where no individual or entity
holds, or would hold, directly 10 per-
cent or more of the equity interests
and/or voting interests, or a control-
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ling interest, in the controlling U.S.
parent (for petitions filed under
§1.990(a)(1)) or in the applicant or li-
censee (for petitions filed under
§1.990(a)(2)), the petition shall state
that no individual or entity holds or
would hold directly 10 percent or more
of the equity interests and/or voting in-
terests, or a controlling interest, in the
U.S. parent, applicant or licensee.

(4)(i) Where a named U.S. parent, ap-
plicant, or licensee is organized as a
corporation, provide the name of any
individual or entity that holds, or
would hold, 10 percent or more of the
outstanding capital stock and/or voting
stock, or a controlling interest.

(i1) Where a named U.S. parent, ap-
plicant, or licensee is organized as a
general partnership, provide the names
of the partnership’s constituent gen-
eral partners.

(iii) Where a named U.S. parent, ap-
plicant, or licensee is organized as a
limited partnership or limited liability
partnership, provide the name(s) of the
general partner(s) (in the case of a lim-
ited partnership), any uninsulated
partner(s), and any insulated partner(s)
with an equity interest in the partner-
ship of at least 10 percent (calculated
according to the percentage of the
partner’s capital contribution). With
respect to each named partner (other
than a named general partner), the pe-
titioner shall state whether the part-
nership interest is insulated or
uninsulated, based on the insulation
criteria specified in §1.993.

(iv) Where a named U.S. parent, ap-
plicant, or licensee is organized as a
limited liability company, provide the
name(s) of each uninsulated member,
regardless of its equity interest, any
insulated member with an equity inter-
est of at least 10 percent (calculated ac-
cording to the percentage of its capital
contribution), and any non-equity
manager(s). With respect to each
named member, the petitioner shall
state whether the interest is insulated
or uninsulated, based on the insulation
criteria specified in §1.993, and whether
the member is a manager.

NOTE TO PARAGRAPH (e): The Commission
presumes that a general partner of a general
partnership or limited partnership has a con-
trolling interest in the partnership. A gen-
eral partner shall in all cases be deemed to
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hold an uninsulated interest in the partner-
ship.

(£)(1) Indirect U.S or foreign interests of
ten percent or more or a controlling inter-
est. With respect to petitions filed
under §1.990(a)(1), provide the name of
any individual or entity that holds, or
would hold, indirectly, through one or
more intervening entities, 10 percent or
more of the equity interests and/or vot-
ing interests, or a controlling interest,
in the controlling U.S. parent of the
petitioning common carrier or aero-
nautical radio station applicant(s) or
licensee(s). Equity interests and voting
interests held indirectly shall be cal-
culated in accordance with the prin-
ciples set forth in §1.992.

(2) Indirect U.S or foreign interests of
ten percent or more or a controlling inter-
est. With respect to petitions filed
under §1.990(a)(2), provide the name of
any individual or entity that holds, or
would hold, indirectly, through one or
more intervening entities, 10 percent or
more of the equity interests and/or vot-
ing interests, or a controlling interest,
in the petitioning common carrier
radio station applicant(s) or Ili-
censee(s). Equity interests and voting
interests held indirectly shall be cal-
culated in accordance with the prin-
ciples set forth in §1.992.

(3) Where no individual or entity
holds, or would hold, indirectly 10 per-
cent or more of the equity interests
and/or voting interests, or a control-
ling interest, in the controlling U.S.
parent (for petitions filed under
§1.990(a)(1)) or in the petitioning appli-
cant(s) or licensee(s) (for petitions filed
under §1.990(a)(2)), the petition shall
specify that no individual or entity
holds indirectly 10 percent or more of
the equity interests and/or voting in-
terests, or a controlling interest, in the
U.S. parent, applicant(s), or licensee(s).

NOTE TO PARAGRAPH (f): The Commission
presumes that a general partner of a general
partnership or limited partnership has a con-
trolling interest in the partnership. A gen-
eral partner shall in all cases be deemed to
hold an uninsulated interest in the partner-
ship.

(g) For each 10 percent interest hold-
er named in response to paragraphs (e)
and (f) of this section, specify the eq-
uity interest held and the voting inter-
est held (each to the nearest one per-
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cent); in the case of an individual, his
or her citizenship; and in the case of a
business organization, its place of orga-
nization, type of business organization
(e.g., corporation, unincorporated asso-
ciation, trust, general partnership, lim-
ited partnership, limited liability com-
pany, trust, other (include description
of legal entity)), and principal busi-
ness(es).

(h)(1) Estimate of aggregate foreign
ownership. For petitions filed under
§1.990(a)(1), attach an exhibit that pro-
vides a percentage estimate of the con-
trolling U.S. parent’s aggregate direct
and/or indirect foreign equity interests
and its aggregate direct and/or indirect
foreign voting interests. For petitions
filed under §1.990(a)(2), attach an ex-
hibit that provides a percentage esti-
mate of the aggregate foreign equity
interests and aggregate foreign voting
interests held directly in the peti-
tioning applicant(s) and/or licensee(s),
if any, and the aggregate foreign eq-
uity interests and aggregate foreign
voting interests held indirectly in the
petitioning applicant(s) and/or 1li-
censee(s). The exhibit required by this
paragraph must also provide a general
description of the methods used to de-
termine the percentages; and a state-
ment addressing the circumstances
that prompted the filing of the petition
and demonstrating that the public in-
terest would be served by grant of the
petition.

(2) Owmership and control structure.
Attach an exhibit that describes the
ownership and control structure of the
applicant(s) and/or licensee(s) that are
the subject of the petition, including
an ownership diagram and identifica-
tion of the real party-in-interest dis-
closed in any companion applications.
The ownership diagram should illus-
trate the petitioner’s vertical owner-
ship structure, including the control-
ling U.S. parent named in the petition
(for petitions filed under §1.990(a)(1))
and the direct and indirect ownership
(equity and voting) interests held by
the individual(s) and/or entity(ies)
named in response to paragraphs (e)
and (f) of this section. Each such indi-
vidual or entity shall be depicted in the
ownership diagram and all controlling
interests labeled as such. Where the pe-
tition includes multiple petitioners,
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the ownership of all petitioners may be
depicted in a single ownership diagram
or in multiple diagrams.

(i) Requests for specific approval. Pro-
vide, as required or permitted by this
paragraph, the name of each foreign in-
dividual and/or entity for which each
petitioner requests specific approval, if
any, and the respective percentages of
equity and/or voting interests (to the
nearest one percent) that each such
foreign individual or entity holds, or
would hold, directly and/or indirectly,
in the controlling U.S. parent of the
petitioning common carrier or aero-
nautical radio station applicant(s) or
licensee(s) for petitions filed under
§1.990(a)(1), and in each petitioning
common carrier applicant or licensee
for petitions filed under §1.990(a)(2).

(1) Each petitioning common carrier
or aeronautical radio station applicant
or licensee filing under §1.990(a)(1)
shall identify and request specific ap-
proval for any foreign individual, enti-
ty, or group of such individuals or enti-
ties that holds, or would hold, directly
and/or indirectly, more than 5 percent
of the equity and/or voting interests, or
a controlling interest, in the peti-
tioner’s controlling U.S. parent unless
the foreign investment is exempt under
paragraph (i)(3) of this section. Equity
and voting interests shall be calculated
in accordance with the principles set
forth in paragraphs (e) and (f) of this
section and in §1.992.

(2) Each petitioning common carrier
radio station applicant or licensee fil-
ing under §1.990(a)(2) shall identify and
request specific approval for any for-
eign individual, entity, or group of
such individuals or entities that holds,
or would hold, directly, and/or indi-
rectly through one or more intervening
U.S.-organized entities that do not con-
trol the applicant or licensee, more
than 5 percent of the equity and/or vot-
ing interests in the applicant or Ili-
censee unless the foreign investment is
exempt under paragraph (i)(3) of this
section. Equity and voting interests
shall be calculated in accordance with
the principles set forth in paragraphs
(e) and (f) of this section and in §1.992.

:NOTE TO PARAGRAPHS (i)(1) AND (2): Two or
more individuals or entities will be treated
as a ‘‘group’” when they have agreed to act
together for the purpose of acquiring, hold-
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ing, voting, or disposing of their equity and/
or voting interests in the licensee and/or
controlling U.S. parent of the licensee or in
any intermediate company(ies) through
which any of the individuals or entities holds
its interests in the licensee and/or control-
ling U.S. parent of the licensee.

(3) A foreign investment is exempt
from the specific approval require-
ments of paragraphs (i)(1) and (2) of
this section where:

(i) The foreign individual or entity
holds, or would hold, directly and/or in-
directly, no more than 10 percent of the
equity and/or voting interests of the
U.S. parent (for petitions filed under
§1.990(a)(1)) or the petitioning appli-
cant or licensee (for petitions filed
under §1.990(a)(2)); and

(ii) The foreign individual or entity
does not hold, and would not hold, a
controlling interest in the petitioner or
any controlling parent company, does
not plan or intend to change or influ-
ence control of the petitioner or any
controlling parent company, does not
possess or develop any such purpose,
and does not take any action having
such purpose or effect. The Commission
will presume, in the absence of evi-
dence to the contrary, that the fol-
lowing interests satisfy this criterion
for exemption from the specific ap-
proval requirements in paragraphs
(1)(1) and (i)(2) of this section:

(A) Where the relevant licensee, con-
trolling U.S. parent, or entity holding
a direct or indirect equity and/or vot-
ing interest in the licensee or U.S. par-
ent is a ‘“‘public company,” as defined
in §1.990(d)(9), provided that the foreign
holder is an institutional investor that
is eligible to report its beneficial own-
ership interests in the company’s vot-
ing, equity securities in excess of 5 per-
cent (not to exceed 10 percent) pursu-
ant to Exchange Act Rule 13d-1(b), 17
CFR 240.13d-1(b), or a substantially
comparable foreign law or regulation.
This presumption shall not apply if the
foreign individual, entity or group
holding such interests is obligated to
report its holdings in the company pur-
suant to Exchange Act Rule 13d-1(a), 17
CFR 240.13d-1(a), or a substantially
comparable foreign law or regulation.

Example. Common carrier applicant
(‘‘Applicant’) is preparing a petition
for declaratory ruling to request Com-
mission approval for foreign ownership
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of its controlling, U.S.-organized par-
ent (“‘U.S. Parent’”) to exceed the 25
percent benchmark in section 310(b)(4)
of the Act. Applicant does not cur-
rently hold any FCC licenses. Shares of
U.S. Parent trade publicly on the New
York Stock Exchange. Based on a
shareholder survey and a review of its
shareholder records, U.S. Parent has
determined that its aggregate foreign
ownership on any given day may ex-
ceed an aggregate 25 percent, including
a six percent common stock interest
held by a foreign-organized mutual
fund (‘“‘Foreign Fund”’). U.S. Parent has
confirmed that Foreign Fund is not
currently required to report its inter-
est pursuant to Exchange Act Rule 13d-
1(a) and instead is eligible to report its
interest pursuant to Exchange Act
Rule 13d-1(b). U.S. Parent also has con-
firmed that Foreign Fund does not hold
any other interests in U.S. Parent’s eq-
uity securities, whether of a class of
voting or non-voting securities. Appli-
cant may, but is not required to, re-
quest specific approval of Foreign
Fund’s six percent interest in U.S. Par-
ent.

NOTE TO PARAGRAPH (1)(3)(ii)(A): Where an
institutional investor holds voting, equity
securities that are subject to reporting under
Exchange Act Rule 13d-1, 17 CFR 240.13d-1, or
a substantially comparable foreign law or
regulation, and equity securities that are
not subject to such reporting the investor’s
total capital stock interests may be aggre-
gated and treated as exempt from the 5 per-
cent specific approval requirement in para-
graphs (i)(1) and (2) of this section so long as
the aggregate amount of the institutional in-
vestor’s holdings does not exceed ten percent
of the company’s total capital stock or vot-
ing rights and the investor is eligible to cer-
tify under Exchange Act Rule 13d-1(b), 17
CFR 240.13d-1(b), or a substantially com-
parable foreign law or regulation that it has
acquired its capital stock interests in the or-
dinary course of business and not with the
purpose nor with the effect of changing or in-
fluencing the control of the company. In cal-
culating foreign equity and voting interests,
the Commission does not consider convert-
ible interests such as options, warrants and
convertible debentures until converted, un-
less specifically requested by the petitioner,
i.e., where the petitioner is requesting ap-
proval so those rights can be exercised in
a particular case without further Com-
mission approval.

(B) Where the relevant licensee, con-
trolling U.S. parent, or entity holding
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a direct and/or indirect equity and/or
voting interest in the licensee or U.S.
parent is a ‘‘privately held” corpora-
tion, as defined in §1.990(d)(8), provided
that a shareholders’ agreement, or
similar voting agreement, prohibits the
foreign holder from becoming actively
involved in the management or oper-
ation of the corporation and limits the
foreign holder’s voting and consent
rights, if any, to the minority share-
holder protections listed in paragraph
(i)(5) of this section.

(C) Where the relevant licensee, con-
trolling U.S. parent, or entity holding
a direct and/or indirect equity and/or
voting interest in the licensee or U.S.
parent is ‘“‘privately held,” as defined
in §1.990(d)(8), and is organized as a
limited partnership, limited liability
company (‘“LLC’’), or limited liability
partnership (‘“‘LLP”’), provided that the
foreign holder is ‘‘insulated’ in accord-
ance with the criteria specified in
§1.993.

(4) A petitioner may, but is not re-
quired to, request specific approval for
any other foreign individual or entity
that holds, or would hold, a direct and/
or indirect equity and/or voting inter-
est in the controlling U.S. parent (for
petitions filed under §1.990(a)(1)) or in
the petitioning applicant or licensee
(for petitions filed under §1.990(a)(2)).

(5) The minority shareholder protec-
tions referenced in paragraph
(1)(3)(ii)(B) of this section consist of the
following rights:

(i) The power to prevent the sale or
pledge of all or substantially all of the
assets of the corporation or a vol-
untary filing for bankruptcy or liquida-
tion;

(ii) The power to prevent the corpora-
tion from entering into contracts with
majority shareholders or their affili-
ates;

(iii) The power to prevent the cor-
poration from guaranteeing the obliga-
tions of majority shareholders or their
affiliates;

(iv) The power to purchase an addi-
tional interest in the corporation to
prevent the dilution of the share-
holder’s pro rata interest in the event
that the corporation issues additional
instruments conveying shares in the
company;
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(v) The power to prevent the change
of existing legal rights or preferences
of the shareholders, as provided in the
charter, by-laws or other operative
governance documents;

(vi) The power to prevent the amend-
ment of the charter, by-laws or other
operative governance documents of the
company with respect to the matters
described in paragraphs 1)(5)3E)
through (v) of this section.

(6) The Commission reserves the
right to consider, on a case-by-case
basis, whether voting or consent rights
over matters other than those listed in
paragraph (i)(5) of this section shall be
considered permissible minority share-
holder protections in a particular case.

(j) For each foreign individual or en-
tity named in response to paragraph (i)
of this section, provide the following
information:

(1) In the case of an individual, his or
her citizenship and principal busi-
ness(es);

(2) In the case of a business organiza-
tion:

(i) Its place of organization, type of
business organization (e.g., corpora-
tion, unincorporated association, trust,
general partnership, limited partner-
ship, limited liability company, trust,
other (include description of legal enti-
ty)), and principal business(es);

(ii) The name of any individual or en-
tity that holds, or would hold, directly
and/or indirectly, through one or more
intervening entities, 10 percent or more
of the equity interests and/or voting in-
terests, or a controlling interest, in the
foreign entity for which the petitioner
requests specific approval. Specify for
each such interest holder, his or her
citizenship (for individuals) or place of
legal organization (for entities). Equity
interests and voting interests held in-
directly shall be calculated in accord-
ance with the principles set forth in
§1.992.

(iii) Where no individual or entity
holds, or would hold, directly and/or in-
directly, 10 percent or more of the eq-
uity interests and/or voting interests,
or a controlling interest, the petition
shall specify that no individual or enti-
ty holds, or would hold, directly and/or
indirectly, 10 percent or more of the eq-
uity interests and/or voting interests,
or a controlling interest, in the foreign
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entity for which the petitioner re-
quests specific approval.

(K) Requests for advance approval. The
petitioner may, but is not required to,
request advance approval in its peti-
tion for any foreign individual or enti-
ty named in response to paragraph (i)
of this section to increase its direct
and/or indirect equity and/or voting in-
terests in the controlling U.S. parent
of the common carrier or aeronautical
radio station licensee, for petitions
filed under §1.990(a)(1), and/or in the
common carrier licensee, for petitions
filed under §1.990(a)(2), above the per-
centages specified in response to para-
graph (i) of this section. Requests for
advance approval shall be made as fol-
lows:

(1) Petitions filed under §1.990(a)(1).
Where a foreign individual or entity
named in response to paragraph (i) of
this section holds, or would hold upon
consummation of any transactions de-
scribed in the petition, a de jure or de
facto controlling interest in the con-
trolling U.S. parent, the petitioner
may request advance approval in its
petition for the foreign individual or
entity to increase its interests, at some
future time, up to any amount, includ-
ing 100 percent of the direct and/or in-
direct equity and/or voting interests in
the U.S. parent. The petitioner shall
specify for the named controlling for-
eign individual(s) or entity(ies) the
maximum percentages of equity and/or
voting interests for which advance ap-
proval is sought or, in lieu of a specific
amount, state that the petitioner re-
quests advance approval for the named
controlling foreign individual or entity
to increase its interests up to and in-
cluding 100 percent of the U.S. parent’s
direct and/or indirect equity and/or
voting interests.

(2) Petitions filed under §1.990(a)(1)
and/or §1.990(a)(2). Where a foreign in-
dividual or entity named in response to
paragraph (i) of this section holds, or
would hold upon consummation of any
transactions described in the petition,
a non-controlling interest in the con-
trolling U.S. parent of the licensee, for
petitions filed under §1.990(a)(1), or in
the licensee, for petitions filed under
§1.990(a)(2), the petitioner may request
advance approval in its petition for the
foreign individual or entity to increase
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its interests, at some future time, up
to any non-controlling amount not to
exceed 49.99 percent. The petitioner
shall specify for the named foreign in-
dividual(s) or entity(ies) the maximum
percentages of equity and/or voting in-
terests for which advance approval is
sought or, in lieu of a specific amount,
shall state that the petitioner requests
advance approval for the named foreign
individual(s) or entity(ies) to increase
their interests up to and including a
non-controlling 49.99 percent equity
and/or voting interest in the licensee,
for petitions filed under §1.990(a)(2), or
in the controlling U.S. parent of the li-
censee, for ©petitions filed under
§1.990(a)(1).

§1.992 How to calculate indirect eq-
uity and voting interests.

(a) The criteria specified in this sec-
tion shall be used for purposes of calcu-
lating indirect equity and voting inter-
ests under §1.991.

(b)(1) Equity interests held indirectly in
the licensee and/or controlling U.S. par-
ent. Equity interests that are held by
an individual or entity indirectly
through one or more intervening enti-
ties shall be calculated by successive
multiplication of the equity percent-
ages for each link in the vertical own-
ership chain, regardless of whether any
particular link in the chain represents
a controlling interest in the company
positioned in the next lower tier.

Example. Assume that a foreign indi-
vidual holds a non-controlling 30 per-
cent equity and voting interest in U.S.-
organized Corporation A which, in
turn, holds a non-controlling 40 percent
equity and voting interest in U.S.-orga-
nized Parent Corporation B. The for-
eign individual’s equity interest in
U.S.-organized Parent Corporation B
would be calculated by multiplying the
foreign individual’s equity interest in
U.S.-organized Corporation A by that
entity’s equity interest in U.S.-orga-
nized Parent Corporation B. The for-
eign individual’s equity interest in
U.S.-organized Parent Corporation B
would be calculated as 12 percent (30%
x 40% = 12%). The result would be the
same even if U.S.-organized Corpora-
tion A held a de facto controlling inter-
est in U.S.-organized Parent Corpora-
tion B.
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(2) Voting interests held indirectly in
the licensee and/or controlling U.S. par-
ent. Voting interests that are held by
any individual or entity indirectly
through one or more intervening enti-
ties will be determined depending upon
the type of business organization(s) in
which the individual or entity holds a
voting interest as follows:

(i) Voting interests that are held
through one or more intervening cor-
porations shall be calculated by succes-
sive multiplication of the voting per-
centages for each link in the vertical
ownership chain, except that wherever
the voting interest for any link in the
chain is equal to or exceeds 50 percent
or represents actual control, it shall be
treated as if it were a 100 percent inter-
est.

Example. Assume that a foreign indi-
vidual holds a non-controlling 30 per-
cent equity and voting interest in U.S.-
organized Corporation A which, in
turn, holds a controlling 70 percent eq-
uity and voting interest in U.S.-orga-
nized Parent Corporation B. Because
U.S.-organized Corporation A’s 70 per-
cent voting interest in U.S.-organized
Parent Corporation B constitutes a
controlling interest, it is treated as a
100 percent interest. The foreign indi-
vidual’s 30 percent voting interest in
U.S.-organized Corporation A would
flow through in its entirety to U.S.
Parent Corporation B and thus be cal-
culated as 30 percent (30% x 100% =
30%).

(ii) Voting interests that are held
through one or more intervening part-
nerships shall be calculated depending
upon whether the individual or entity
holds a general partnership interest, an
uninsulated partnership interest, or an
insulated partnership interest as speci-
fied in paragraphs (b)(2)(ii)(A) and (B)
of this section.

(A) General partnership and other
uninsulated partnership interests. A gen-
eral partner and uninsulated partner
shall be deemed to hold the same vot-
ing interest as the partnership holds in
the company situated in the next lower
tier of the vertical ownership chain. A
partner shall be treated as uninsulated
unless the limited partnership agree-
ment, limited liability partnership
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