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Chapter 17: Real Estate Investment Trusts 

What is a Real Estate Investment Trust?  

Real Estate Investment Trusts (“REIT”) own or finance income-producing real estate and are 
similar to mutual funds. They are tied to almost all aspects of the economy and allow small 
investors to own a share in large-scale properties through the purchase of stock. REITs are used 
in connection with owning and financing commercial properties, such as hotels, hospitals, 
industrial facilities, storage centers, shopping centers, warehouses, apartment complexes, office 
buildings and timberlands.  
 
The two main types of REITS are Equity REITs and Mortgage REITs.1 
 

 An Equity REIT generates income from the rental of property and gains when the real 
estate is sold for a profit.  
 

 A Mortgage REIT invests in mortgages or mortgage securities tied to properties and its 
primary source of gross receipts is derived from interest and fees.  

 
REITs have a federal income tax advantage. Most corporations must pay taxes on their profits 
and then decide how much to reinvest in the company and how much, if any, to return to 
shareholders in the form of dividends. Therefore, any dividends paid to the shareholders are 
taxed at both the corporate and shareholder level. However, REITs are allowed to deduct 
dividends paid in arriving at their net income subject to tax. To the extent a REIT pays its profits 
out in dividends, it will not owe corporate income tax. The dividends paid deduction (DPD) allows 
REITS to avoid duplicate taxation. Assuming all of the REIT’s profit is paid out in dividends, only 
the shareholders receiving dividends are taxed.  
 
REITS also have a Tennessee excise tax advantage. The starting point in computing net earnings 
subject to excise tax is the REIT’s federal taxable income before the net operating loss deduction 
and Section 857 deductions but after the deduction for dividends paid. If a REIT pays out all of its 
profit in dividends, it will not owe federal income or state excise tax. 
 
Some REITs are traded on major stock exchanges. Others are private or public non-listed.  The 
website https://www.reit.com/ is a good source of information and has a directory of public and 
private REITS. 
 

https://www.reit.com/
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REIT Requirements 

Federal tax law established REITs. REITs file Form 1120-REIT for federal income tax purposes. To 
qualify as a REIT, per IRC Section 856(c)(1), the entity: 
 

 Must be a corporation, trust, or association. 
 

 Would otherwise be taxed as a domestic corporation. 
 

 Must not be a financial institution (referred to in section 582(c)(2)) or a “subchapter L 
insurance company.” 

 
 Must adopt a calendar tax year. 

 
 Must be managed by one or more trustees or directors. 

 
 Must have beneficial ownership (a) evidenced by transferable shares, or by transferable 

certificates of beneficial interest; and (b) held by 100 or more persons. (The REIT does not 
have to meet this requirement until its 2nd tax year). 

 
 Must derive 95% of its income from dividends, interest, and property income. 

 
 Must derive 75% of its income from rent and mortgage interest. 

 
 Must have 75% of its assets in real estate. 

 
 Generally, the deduction for dividends paid (excluding net capital gain dividends, if any) 

must equal or exceed 90% of the REIT’s taxable income (excluding the deduction for 
dividends paid and any net capital gain). 
 

Note that there is a requirement for REITs to pay out dividends. To qualify as a REIT, an entity 
must pay out at least 90% of its profits to investors as dividends. The dividends paid are 
deducted on Form 1120-REIT, Line 21b.  
 
Also, note that a REIT’s sources of income are predominately passive investments in real estate. 
A REIT cannot offer a complete range of services, like housekeeping or janitorial services, to its 
tenants without jeopardizing its status as a REIT. However, these services can be offered by a 
taxable REIT subsidiary (“TRS”), as discussed in the next section.  
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REIT Structure 

REITs are often part of a large organizational structure. They rarely operate alone as a single 
entity.  The types of entities that may be included in the organizational group include “qualified 
REIT subsidiaries” (“QRS”) and “taxable REIT subsidiaries” (“TRS”), in addition to lower tier LPs and 
LLCs.  
 

1. Qualified REIT Subsidiary 

A QRS is a corporation that is wholly-owned by a REIT but is not itself a REIT. Generally, it is a 
holding company that does not have operations of its own. It is disregarded for federal income 
tax purposes and files with its parent on Form 1120-REIT. It is not disregarded for franchise and 
excise tax purposes.  

2. Taxable REIT Subsidiary 

A TRS is a corporation wholly-owned by a REIT, but it is not disregarded for federal income tax 
purposes. The TRS and the REIT owner jointly make an election on federal Form 88752 to treat 
the subsidiary as a separate taxable entity. A TRS files its own Form 1120 (not Form 1120-REIT). 
They are operating companies that provide services to tenants or third parties such as 
housekeeping, landscaping, cleaning or concierge services.  

3. Lower-tier LPs and LLCs 

Lower-tier LPs and LLCs are often the entities that own the real property and conduct business 
operations. Numerous pass-through entities may be created so each entity holds a single piece 
of real estate. This is done for legal protection, loan restrictions, and to allow for different 
ownership groups. The pass-through entities may be entirely owned within the REIT group or 
may have some owners outside of the REIT group.  

REIT Types  

Franchise and excise tax auditors may audit taxpayers within the REIT structure without initially 
realizing they are directly/indirectly owned by a REIT. When auditing a REIT or a REIT-owned 
entity, the auditor should first determine the type of REIT at issue.  
 
There are three types of REITs under franchise and excise tax law that can result in different tax 
treatments:  
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 Public REIT; 

 
 Private REIT; and 

 
 Captive REIT.  

 

1. Publicly-Traded REIT 

A “publicly traded REIT” is defined3 as one that has made the REIT election with the IRS, files with 
the “securities and exchange commission” (SEC), and its shares are traded on a securities 
exchange that is either registered as a national securities exchange with the SEC or is a national 
securities exchange of a foreign country and regulated in a substantially similar manner by a 
foreign financial regulatory authority.  
 
Some REITs may appear to meet this definition, but fail to do so because they are traded on an 
over-the-counter (OTC) exchange or a private exchange.4  Also, just because they file documents 
with the SEC does not mean they meet the definition; they could be filing in hopes of being listed 
in the future. An auditor may confirm if a REIT’s stock is publicly-traded on a national exchange 
by going to https://www.reit.com/investor/explore and then entering the name of the REIT. A 
page will name the exchange and where it is traded, if applicable. Generally, publicly traded 
REITs are traded on the NYSE.  

2. Private REIT 

Private REITs are not traded on national stock exchanges and are exempt from SEC registration 
requirements. These types of REITs generally only sell to accredited investors under Regulation 
D (under the Securities Act of 1933) or to Institutional Investors.  

3. Captive REIT 

A “captive REIT”5  is an entity that made the REIT election and is at least 80% owned, directly or 
indirectly (determined in accordance with GAAP), by another entity and whose shares are not 
traded on a national stock exchange.  

https://www.reit.com/investor/explore
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4. Captive REIT Affiliated Group 

A “captive REIT affiliated group”6 (“CRAG”) is a captive REIT plus any entity in which the captive 
REIT, directly or indirectly, has more than 50% ownership interest.  However, a CRAG does not 
exist if the captive REIT is owned, directly or indirectly, by a bank, a bank holding company, or a 
public REIT. Generally, a Captive REIT is closely held within, and by, an affiliated group, but note 
that the law excludes bank-related REITs from being classified as a CRAG.  
Captive REITs historically used the DPD in order to mitigate taxation as a state-level tax planning 
strategy. A Captive REIT would own a partnership or LLC that had business operations. The 
lower-tier partnership or LLC would incur operating expenses, so they usually had little net 
income, and the Captive REITs had no taxable income due to the DPD.  
 
However, beginning July 1, 2010, the DPD effectively is no longer available for a Captive REIT, 
unless it is owned, directly or indirectly, by a bank, a bank holding company, or a public REIT. 
While the Captive REIT group can deduct the DPD to compute its federal taxable income on 
Schedule J4, Line 2b, it must add it back on Schedule J, Line 14, thus negating the DPD deduction. 
Because of this, the Captive REIT group may incur an excise tax.7    

5. Chart of REIT Types and F&E Implications 

The first step in auditing a REIT or REIT-owned affiliate is to determine if the REIT is public, 
private, or captive. This is important for the reasons shown in the following chart.  
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Type REIT Attribute Owned Pass-Thru 

Public REIT Receive DPD File FAE 170 

LPs, LLCs owned by a 
public REIT adjust 
Sch. J1 by amounts 
included on the K-1 
they issue to the REIT 

Private REIT Receive DPD File FAE 170 

LPs, LLCs owned by a 
non-public REIT do 
not adjust Sch. J1 for 
amounts the LP, LLC 
distributes to a non-
public REIT via a K-1 

Captive REIT  
(by definition, are 
non-public) 

No DPD 
Sch. J4 allows the 
DPD, but it is 
added back on Sch. 
J; so, net is -0- 

File FAE 174 combined 
with the CRAG 
affiliates 

LP, LLC, QRS, TRS > 
50%-owned are 
combined on FAE 174 
return. The J1 line 
“distributed to a 
public REIT” would 
not apply. 

Captive REIT  
owned by a bank8  

Receives DPD. The 
add-back of DPD 
on Sch. J is not 
made. 

Files like any other 
subsidiary of an FI on 
FAE 174. This is not a 
CRAG.9 
 

LPs, LLCs are 
included in FAE 174 if 
they meet definition 
of FI at TCA 67-4-2004 

Captive REIT 
owned by a public 
REIT 

Receives DPD 

This is not a (CRAG) 
because the owner is a 
public REIT. Files on 
FAE 174 because it is a 
Captive REIT, but not 
combined with lower 
tiers. 

LPs, LLCs are not 
included in the 
FAE174, since this is 
not a CRAG 

 

REIT Audit 

The rules discussed in earlier chapters concerning disregarded entities, substantial nexus, 
separate entity reporting, and Schedule J add-backs and deductions generally apply to REITs, 
their subsidiaries, and lower-tier entities.10  The following paragraphs will discuss only franchise 
and excise tax issues and audit tips that are unique to REITs and their affiliates, including the 
combined filing requirement for captive REIT affiliated groups and conclusions reached in 
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Revenue Ruling 13-22, concerning an LP owned by a public REIT that is federally disregarded and 
files on the REIT’s return.  
 
It is possible to audit an LLC or LP and not be aware that it is directly or indirectly owned, to 
some extent, by a REIT. So, an initial step in any audit is to obtain an expanded organization 
chart that would show any REIT ownership. If there is a REIT in the organizational tree, the 
auditor must determine if it is a public, private, or captive REIT, as defined earlier.  

1. REIT 

All REITs are corporations.11 REITs file on Form 1120-REIT and deduct the amount they pay in 
dividends in determining their federal and state taxable income. The DPD may only be taken by 
the corporation that has made the federal REIT election under I.R.C. § 856(c)(1). The deduction is 
not allowed for anyone other than the actual REIT that made the IRS election. 
 
Often, the REIT itself is not subject to franchise and excise tax because its only connection with 
the state is its ownership interest in lower-tier entities that are “doing business” in the state. This 
ownership of limited liability affiliates would not create nexus for the REIT. However, even if the 
REIT has nexus in Tennessee, it would generally report little or no taxable income because of the 
DPD. Also, the franchise tax base generally would not reflect the book value of real estate 
because it is usually owned by lower-tier entities. In addition, the net worth amount would be 
diminished because of the required dividend payments (90% of income). 

Audit Tips 
 

 Request an organization chart and determine if the 80% ownership test of a captive REIT 
has been met. See the next section if the REIT is a Captive REIT.  

 Identify the REIT’s direct and indirect affiliates. Consider if the lower-tier entities should be 
recommended for audit.  

 If applicable, ask for a pro forma federal return that does not include any QRSs, since they 
are always required to be included in the federal Form 1120-REIT.  

 Schedule J4, Line 2a is from Form 1120-REIT, page 1, Line 20 – “Taxable income before DPD 
and other deductions.”  Schedule J4, Line 2b is from Form 1120-REIT, page 1, Line 21b – 
“Deduction for dividends paid.”  REITs are unique in that they are allowed to deduct 
dividends paid. 

 SMLLCs owned 100% by a REIT are disregarded since a REIT is a corporation.12   

https://www.tn.gov/content/dam/tn/revenue/documents/rulings/fae/13-22fe.pdf
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2. Captive REIT 

A CRAG is an exception to the general franchise and excise tax rule concerning separate entity 
reporting. A CRAG files on a combined basis on Form FAE 174.13  On the following page is an 
organization chart of a captive REIT. Since the REIT is owned at least 80% by another entity, it is a 
captive REIT. The group includes the captive REIT and all entities in which the captive REIT has a 
direct/indirect ownership interest of more than 50%. The captive REIT, QRS, and Acme LP would 
report their activities on a single Form FAE 174. Schedule J4 would reflect the combined net 
income of the group and would include the DPD. However, the DPD add-back on Schedule J will 
negate the deduction.  
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The CRAG’s taxable net earnings are the combined net earnings/losses for all members of the 
affiliated group (all dividends, receipts, and expenses resulting from transactions between 

ABC Corp’s. 
Affiliate 

XYZ Corp. 

ABC Corp. 

Captive REIT 

QRS 

Acme LP 

80% 

Captive REIT Group = 1 FAE174, no DPD 

20% 

100% 

75% 25% 
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members of the affiliated group are excluded), subject to the Schedule J add-backs/deductions,14 
even if some of the members would not be subject to the excise tax if they were not part of the 
affiliated group.15  
 
The net earnings of the CRAG are apportioned to Tennessee based on the standard 3-factor 
formula16 (dividends, receipts, and expenses between members of the group are excluded). The 
factors include values for group members that would not be subject to the tax, had they not 
been designated as CRAG members. The apportionment ratio is calculated on Form FAE 174, 
Schedule N – Apportionment – Captive REITS.17 

Audit Tips – Captive REIT and CRAG 

 Obtain an organization chart and determine if there is a captive REIT present. 
 

- IRS REIT election was made  
- 80% or more of REIT is owned by another entity that is not an FI or public REIT 
- REIT is not publicly traded 

 
 Determine if the captive REIT is owned directly/indirectly by a bank, bank holding company 

or a public REIT. If this is the case, a CRAG does not exist. See chart above for filing 
requirement.  
 

 Determine that the correct affiliates are combined on Form FAE 174. (REIT has a 
direct/indirect ownership >50%). 

 
 Verify that the group’s combined net income, net of the DPD, is reported on Schedule J4 

of Form FAE 174. 
 

 Verify that the DPD is added back on Form FAE 174, Schedule J, negating the DPD 
deduction;18 unless the captive REIT is owned by a bank or a public REIT. 

3. Qualified REIT Subsidiary 

These corporations are wholly-owned by the REIT and are disregarded for federal income tax 
purposes, but not for franchise and excise tax purposes. 
 

Audit Tips – QRS 
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 Auditors should ask for a pro forma federal return reflecting just the QRS’s activities, since 
they are always disregarded to their parent’s Form 1120-REIT. 
 

 A taxpayer may report the QRS’s separate entity activity on a pro forma Form 1120-REIT. 
However, the DPD should not be allowed for excise tax purposes. Just because a Form 
1120-REIT was used as a pro forma does not mean the DPD should be allowed. A QRS is 
not a REIT, and therefore, is not allowed the DPD.19 

 
 Form FAE 170, Schedule J4 is the excise tax starting point, unless it is a CRAG affiliate. 

 
 A QRS may be owned by a captive REIT and included in the CRAG’s combined return, Form 

FAE 174. See previous diagram. 

4. Taxable REIT Subsidiary 

These corporations file on Form 1120 and will not be included on a federal Form 1120-REIT. 
  

Audit Tips – TRS 
 

 Audit procedures are the same as those done in any corporate audit.  
 

 The DPD is not allowed, since it is not a REIT. 
 

 A TRS may be owned by a captive REIT and included in the CRAG’s combined return, Form 
FAE 174. 

5. LPs and LLCs 

Lower-tier entities may be directly or indirectly owned by a REIT. The following discussion applies 
to LPs and LLCs that are owned by a REIT, but not a captive REIT.20  There are adjustments on 
Form FAE 170, Schedule J1 unique to REIT-owned pass-through entities.21  These adjustments 
allow the entity to add any net loss or expense and deduct any net gain or income that is 
distributed to a publicly-traded REIT. 
 
These unique addition and deduction lines are in addition to the regular add-backs and 
deductions common to all pass-through entities. However, unlike those adjustments, which 
reverse income/loss and gains/losses received (via Schedule K-1) from owned pass-through 
entities that file franchise and excise tax returns, these additional adjustments are made when a 
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taxpayer distributes (issues a Schedule K-1) to an entity that is owned directly or indirectly by a 
publicly- traded REIT. These adjustments are based on the percentage of ownership interest held 
in the entity by the public REIT.22  The public REIT is not required to file a franchise and excise tax 
return for the LP/LLC to make these adjustments. An LP or LLC is basically exempt from excise 
tax if it directly/indirectly distributes all of its net earnings to a public REIT. 
 
However, in situations where an LP/LLC is disregarded for federal income tax purposes to a REIT, 
it is not treated as a partnership and does not qualify for the additional add-back and deduction 
adjustments discussed above. See Revenue Ruling 13-22. Note that it would still be required to 
file separate-entity franchise and excise tax returns.  

Audit Tips – LPs and LLCs 
 

 The auditor should request an expanded organization chart that shows who the taxpayer 
is owned by and who they own (directly and indirectly).  
 

 If the LP/LLC is owned (directly/indirectly) by a REIT, determine if the REIT is a captive REIT. 
If it is a captive REIT, determine if the REIT is owned by a bank, bank holding company, or 
a public REIT. If the REIT is not owned by a bank or public REIT, stop and follow the audit 
guidance for a captive REIT affiliated group filing a combined return on Form FAE 174.  

 
 If there is REIT ownership, the auditor will need to determine if the REIT is publicly traded 

on a registered or national exchange, like the NYSE. The adjustments for distributions 
(Schedule K-1s issued) to a REIT only apply if the REIT is publicly traded. 

 
 Review the LP’s/LLC’s Schedule K-1s issued and calculate the correct adjustment for 

amounts distributed to a public REIT. 
 

- If the REIT indirectly owns a portion of the taxpayer (LP/LLC), then the auditor will 
need all Schedule K-1s from intermediary pass-through entities. The percentage 
of ownership shown on these Schedule K-1s is needed to compute the amount 
actually distributed to the REIT (the LP’s/LLC’s Schedule K-1 distribution that is 
reflected on the REIT’s Form 1120-REIT).  

 
- If the pass-through entity is disregarded to the REIT for federal income tax 

purposes, review Revenue Ruling 13-22 and do not make the “distributed to” 
adjustment on the pass-through entity’s separate-entity return. 

 

https://www.tn.gov/content/dam/tn/revenue/documents/rulings/fae/13-22fe.pdf
https://www.tn.gov/content/dam/tn/revenue/documents/rulings/fae/13-22fe.pdf
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 Determine that the taxpayer has not tried to claim a DPD by some creative means. Only 
the corporation that has made the REIT election is entitled to the DPD. 
 

Revenue Ruling 14-07 
 
This Ruling discusses complex real estate investment structures consisting of multiple affiliated 
REITs, LLCs, and publicly traded partnerships (PTP). Appendixes A and B depict two 
organizational structures. Topics addressed include “captive REIT,” “public REIT,” “captive REIT 
affiliated group,” “combined reporting and loss of DPD” and more. 
   

REIT Examples 

1. Publicly Traded REIT A 

Because of the DPD, REIT A has $0 net income and may or may not be filing a franchise and 
excise tax return. The REIT wholly-owns a QRS, and the QRS holds a 50% ownership interest in 
an LP that owns a Tennessee warehouse. The LP’s other 50% ownership interest is held by 
unrelated outside investors. The LP has a net income of $100,000. The LP can take a $50,000 
deduction on Schedule J1, Line 8 for income distributed to a public REIT. The LP issues a 
Schedule K-1 for 50% of its income to the QRS. The QRS is included in the REIT return. Therefore, 
the REIT has received 50% of the LP’s income. Also, if the QRS has a filing requirement, it would 
not have to report the LP’s income. Instead, it would take a deduction on Schedule J, Line 24 as 
income previously reported by the LP. For excise tax purposes, the income is recognized by the 
LP, which can report the income as a deduction for pass-through income distributed to a public 
REIT that directly or indirectly owns the LP. The LP will owe excise tax on 50% of its income, the 
amount of ownership percentage not held by the public REIT.    

2. Publicly Traded REIT B  

This example uses the same facts as above, except the public REIT has two QRSs that each own 
50% of the LP. The LP would take a full $100,000 deduction on Schedule J1, Line 8, since its entire 
income of $100,000 indirectly flows through to the REIT. Each QRS receives a deduction on 
Schedule J, Line 24 for income received from a pass-through entity subject to excise tax and 
filing an excise tax return, assuming they are taxable entities. Because the LP is indirectly 100%-
owned by a public REIT, it does not owe any excise tax on its income.  

https://www.tn.gov/content/dam/tn/revenue/documents/rulings/fae/14-07fe.pdf
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3. Non-Public REIT 

This example uses the same facts as the first example, except that the REIT is not publicly 
traded. Because of this, the LP does not receive a deduction on Schedule J1 for the distribution 
to the REIT, through its QRS ownership. Therefore, the LP is liable for excise tax on its income. 
The QRS would not be subject to tax on the same income, since it could take a deduction on 
Schedule J, Line 24 as pass-through income received from the LP. If the REIT itself files an excise 
tax return, the DPD would leave it with no taxable income. The only entity that would be subject 
to excise tax is the LP, since it is owned by a non-public REIT.  
 



   

 

 
1 Revenue Ruling 00-23. A REIT that derives its income from participation interests in real estate 
mortgage loans is “carrying on the business of a financial institution” and should file on Form 
FAE 174. 
2 See federal Form 8875 instructions for additional TRS information. 
3 Tenn. Code Ann. § 67-4-2004(39) provides the definition. It includes a national securities 
exchange of a foreign country. 
4 Over-the-counter or off-exchange trading is done directly between two parties and is not a 
registered or national securities exchange. 
5 Tenn. Code Ann. § 67-4-2004(7) 
6 Tenn. Code Ann. § 67-4-2004(8) 
7 Tenn. Code Ann. § 67-4-2006(b)(1)(O) 
8 Financial institution means a subsidiary of a regulated financial corporation. Tenn. Code Ann. § 
67-4-2004(17). 
9 See Tenn. Code Ann. § 67-4-2006(e)(1). A financial institution has a disclosure requirement if it 
receives dividends, directly or indirectly, from a captive REIT. A Captive REIT Disclosure form 
must be filed to disclose the dividends received. If the required disclosure is not made, the 
deduction allowed under subdivision (b)(2)(A) with respect to any direct or indirect dividends 
from the captive REIT is disallowed, and the taxpayer will be subject to a negligence penalty. 
Tenn. Code Ann. § 67-1-804(b)(2). 
10 See Important Notice #14-12. An outdated FAQ, since removed from the Department’s 
website, advised that an SMLLC wholly-owned by a REIT would be treated as a separate entity 
for franchise and excise tax purposes; this guidance should not be followed. Rather, the general 
rule concerning SMLLCs owned by a corporation should be followed. Since a REIT is corporation, 
an SMLLC owned by a REIT is disregarded and included in both the REIT’s state and federal 
income tax returns. 
11 QRSs, TRSs, LPs and LLCs are never REITs. They are never allowed to make a federal REIT 
election.  
12 The Department previously posted to its website a now-outdated FAQ that stated that a 
federally-disregarded SMLLC wholly-owned by a REIT would be treated as a separate entity for 
franchise and excise tax purposes. However, this FAQ addressed prior law that was repealed in 
2006. Because the FAQ is no longer applicable to any open tax periods, the Department has 
removed this guidance from its website. 
13 See Tenn. Code Ann. §§ 67-4-2006(a)(9), 67-4-2007(e)(3), 67-4-2114(d). Also, the members will 
designate one member to file the combined return, and each member subject to tax in this state 
shall be jointly and severally liable for the tax of the affiliated group.. 

https://www.tn.gov/content/dam/tn/revenue/documents/rulings/fae/00-23fe.pdf
https://www.tn.gov/content/dam/tn/revenue/documents/forms/fae/f1320201.pdf
https://www.tn.gov/content/dam/tn/revenue/documents/notices/fae/14-12fe.pdf


   

 

 
14 Tenn. Code Ann. § 67-4-2006(b)-(c) 
15 Tenn. Code Ann. § 67-4-2006(a)(9) 
16 Tenn. Code Ann. § 67-4-2012(a)(2) 
17 Tenn. Code Ann. §§ 67-4-2013(d), 67-4-2111(b)(2)(A), 67-4-2111(e)(2)(A), 67-4-2111(g)(2) 
18 Beginning July 1, 2010. 
19 See Revenue Ruling 13-22, page 2. The DPD can only be taken by a REIT.  
20 LPs and LLCs that are part of a CRAG would be combined with other affiliates that report on 
Schedule J4.  
21 Tenn. Code Ann. §§ 67-4-2006(a)(5), 67-4-2019 
22 The REIT ownership percentage can be confirmed by the Schedule K-1 issued by an LP/LLC to 
its owner.  

https://www.tn.gov/content/dam/tn/revenue/documents/rulings/fae/13-22fe.pdf
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