
114

Foreign Sales Corporati
by Daniel S. Holik

F

oreign Sales Corporations (FSC's) filed 3,073
income tax returns for Tax Year 1992. A FSC is

a foreign corporation, created by "parent" share-
holders (mostly corporations), to promote export of the
parent'§ products and services [1]. Generally, the FSC
mechanism exempts a portion of income derived from the
export ofU.S. manufactured merchandise and certain
services from U.S. income taxation.

Most FSC returns for 1992 were filed for companies
which exported manufactured products--FSC's reporting
export of manufactured products accounted for 86 percent
of all FSC returns filed (Table 1). Classified by the "gross
receipts ofFSC's and related suppliers," the largest ex-

--ported manufactured product.groupsw.erl;-machinery,-
other than electrical ($29.8 billion), chemicals and allied
products ($29.3 billion), electrical machinery, equipment
and supplies ($2 1. 1 billion), and transportation equipment
($18.1 billion), while the largest nortmanufactured product

or service group was grains and soybeans (S4.4 billion).
(Gross receipts of FSC's and-their~related-suppliers in- - - -
cluded all receipts that FSC's and related suppliers earned
from export transactions with foreign parties, prior to any
deductions.)

-Economic-Activity -cmd- Earnings - - - -- - -
'Overall measures ofFSC's economic activity and earnings
can be highlighted using Tax Year 1992 statistics. For
1992, the gross receipts ofFSC's and related suppliers, a
broad measure of economic activity, was $152.3 billion.
After subtraction ofcosts ofgoods sold, and allocations of
receipts using pricing rules to FSC's and their related
suppliers, FSC's generated $15.6 billion of "total in-
come." Of this amount, $6.0 billion was subject to U.S.
tax as "nonexempt income," while $9.6 billion was exempt
from regular U.S. income taxation (Figure A). Total
deductions allocated to nonexempt income were $3.2
billion. Following other adjustments, income subject to
U.S. tax, the tax base, was $2.3 billion, which generated a
total U.S. income tax of $0.8 billion.

Figure A also shows how net exempt income was
calculated. In order to make this calculation, FSC's first
had to select administrative or nonadministrative intercom-
pany pricing methods (methods used to allocate receipts
between the FSC and its related suppliers, discussed later
in this article). A total of $5.6 billion in deductions was
allocated to the $9.6 billion of exempt income, so that net
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Figure A

Foreign Sales Corporations: Calculation of Net
Exempt Income, Tax Year 1992
[Money amounts are in millions of dollars]

Foreign trade income Non-foreign
Item Total Adminis- Non- trade income

trative adminis- (less loss)
trative

Total Income.............. 15,612 14,243 912 457
Nonexempt income ........... 5,993 4,899 637 457
Exempt income ......... ; ....... 9,619 9,344 275 -

Deductions allocable to
exempt income ............... 5,563 5,394 169

Net exempt income ........... 4,058 , 3,952 , 106

NOTE: Detail may not add to totals because of rounding.

exempt income was $4.1 billion. This was 26 percent of
total income.

FSC's distributed $5.3 billion to their parent sharehold-
ers, mostly U.S. corporations. In general, distributions
made-by FSC's to their parent corporationswene deduct-
ible and therefore not subject to U.S. income tax [2].
These distributions reflected current and accumulated (i.e.,
from prior year) earnings and profits.

Statutory-Requirements
The FSC mechanism provides an exemption of certain-
income from U.S. taxation. FSC's are specifically
designed to comply with General Agreement on Tariffs
and Trade (GATT) standards. (The legislative history
section of this article presents additional information about
the development of the FSC entity by the U.S. Government
in response to GATT findings.)

FSC's use a specific set of income, deduction, and
exemption concepts. In addition, certain foreign economic
process requirements are imposed on FSC's and related
parties. Definitions of FSC-related income, deduction,
and exemption concepts, as well as descriptions of foreign
economic process and FSC entity requirements, are pre-
sented below.

Income and Export Pricing Concepts
Gross receipts of FSC's and related suppliers, an overall
measure ofFSC's income and economic activity, includes
all receipts that FSC's and related suppliers earn from
export transactions. FSC "foreign trade gross receipts"
and FSC "foreign trade income" are calculated by applying
certain pricing rules (see below) to gross receipts or net
income ofFSC's and related suppliers. "Foreign trade
income" is income from qualified transactions attributable
to the sale or lease of "export property" outside the United
States or to the performance ofvarious types of "export
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service" outside the United States [3].
When a FSC engages in a transaction with a related

party, the FSC and the related party must allocate the
receipts they receive from the transaction using one of four
pricing methods: (1) the 1.83 percent of gross receipts
method (generally, income of the FSC cannot exceed 1.83
percent of the foreign trade gross receipts of the FSQ (2)
the 23 percent of combined taxable income method (gener-
ally, income of the FSC cannot exceed 23 percent of the
combined taxable income of the FSC and the related
supplier attributable to the foreign trade gross receipts
from such sales); (3) the marginal costing method (gener-
ally, only direct production costs of a particular item,
product, or product line are taken into account for pur-
poses ofcomputing the combined taxable income of the
FSC and its related supplier); or (4) a method by which
income of the FSC and its related supplier is allocated
under Internal Revenue Code section 482.

Different pricing methods may be used by the FSC for
different transactions. In addition, a FSC may elect to
group transactions by product, or by product line. Pricing
methods are generally divided into "administrative" and
"nonadministrative" categories. The 1.83 percent of gross
receipts method, the 23 percent of combined taxable
income method, and the marginal costing method are
referred to as "administrative" pricing methods, while the
Internal Revenue Code section 482 method is referred to
as a "nonadministrative" pricing method [4].

Table 2 presents data classified by the pricing
method(s) used for intercompany transactions among
FSC's and related parties. The method most often used
was the 23 percent ofcombined taxable income method.
Of the 2,898 FSC income tax returns showing the pricing
method(s) used for intercompany transactions, 1,607 (or
55 percent) reported using only this method. Another 512
used only the 1.83 percent ofgross receipts method (18
percent). Although only 110 FSC's (4 percent) reported
using a combination of the three administrative pricing
methods (the 1.83 percent of gross receipts, 23 percent of
combined taxable income, and marginal costing methods),
these companies included many of the larger FSC's,
accounting for 41 percent of the gross receipts ofFSC's
and related suppliers.

Foreign Economic Process Requirements
A portion of the "foreign trade income" of a FSC is
exempt from U.S. taxation. A FSC (other than certain
"small FSC's," which are discussed below) generates
foreign trade income only from a "qualified" transaction--
e.g., only ifcertain economic activities or processes
associated with the transaction take place outside the

United States, in compliance with GATT standards. To
test whether an export transaction is qualified, economic
activities are divided into "sales participation" and "direct
cost" categories. Export transaction activities can then be
compared to the criteria established for each category.

A transaction is considered qualified under the sales
participation test if the FSC participates outside the United
State

'
s in one of the following sales activities involving the

transaction: solicitation, negotiation, and the making ofa
contract [5]. Solicitation refers to communication to a
customer, specifically addressing the customer's attention
to the product. Negotiation refers to any communication
to a customer aimed at an agreement on one or more of the
terms ofa transaction, including price, quantity, credit
terms, and time or manner ofdelivery. The making of a
contract refers to the performance by the FSC ofany of the
elements necessary to complete a sale, such as the making
or accepting of an offer.

Direct costs related to a transaction fall into one offive
categories: (1) advertising and sales promotion; (2) pro-
cessing ofcustomer orders and arrangements for delivery;
(3) transportation; (4) determination ofa final invoice and
receipt of payment; and (5) assumption ofcredit risk [6].
Foreign direct costs are the portion of the total direct costs
ofany transaction attributable to activities performed
outside the United States. The foreign direct cost test may
be satisfied in one oftwo ways--foreign direct costs attrib-
utable to the transaction are 50 percent or more of the total
direct costs attributable to the transaction; or foreign direct
costs attributable to two of the five direct cost categories
are 85 percent or more of the total direct costs attributable
to the transaction.

FSC Tax Exemption
The portion ofFSC foreign trade income exempt from
U.S. taxation depends upon the pricing method and the
type ofshareholder. For corporate-owned FSC's, 15/23
(or 65.217 percent) of the foreign trade income derived
from transactions in which administrative pricing rules are
used is exempt from U.S. income tax, while 30 percent of
the foreign trade income derived from transactions in
which the nonadministrative pricing rule (Internal Revenue
Service section 482 method) is used is exempt. Special
rules apply to the income of FSC's owned by agricultural
cooperatives, income derived from exports of"military
property," and nonforeign trade income earned by FSC's
(such as interest or dividend income).

Country of Incorporation
A FSC must be incorporated in specific foreign countries
or U.S. possessions meeting requirements for the exchange
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of certain tax information with the United States [7].
Since FSC's are required to perform their economic
activities outs idd of the United States, and since other
countries may impose additional requirements on FSC's
or additional taxes on FSC earnings, choice of country of
incorporation could be an important consideration. Table
3 presents data for FSC returns classified by the country
of incorporation. The largest numbers of FSC's were
incorporated in the U.S. Virgin Islands (66 percent ofall
FSC's), Barbados (12 percent), and Guam (7 percent).

FSC's as a Corporate Tax Entity
Foreign management requirements for the FSC entity are
imposed to ensure that the FSC has substance in the
-foreign country-or-U.S. possession-in which-it-is-incorpo--
rated. The required foreign management activities of a
FSC include: (1) the maintenance ofan office, a perma-
nent set of books ofaccount, and a principal bank account;
(2) the disbursements ofdividends, salaries, and legal and

-accounting fees; and (3) the holding ofall board of
directors' or shareholders' meetings.

Generally, a FSC is also required to: (1) have no more
than 25 shareholders at any one time during the tax year;
(2) have no preferred stock outstanding at any time during
the tax year; (3) conform the FSC's tax year to the tax
year of the princ-ip-al -shareholder; (4) rhaintain separate
books and-records; (5) maintain certain records at a
location within the United States; (6) have at least one
director who is not a resident of the United States; (7) not
be a member, at any time during the tax year, ofa con-
trolled group ofcorporations which included an Interest
Charge-Domestic International Sales Corporation (de-
scribed below); (8) be a corporation created or organized
under the laws of a qualifying foreign country or U.S.
possession; and (9) have elected to be a FSC or "small
FSC" [8]. Parent corporations (or other taxpayers) form a
FSC by filing a Form 8279, Election to be Treated as~ a
FSC or as aSmall FSC. This election is considered to be
in effect as long as the FSC meets all qualification re-
quirements.

Legislative History
The FSC tax exemption was-created by the Deficit
Reduction Act of 1984 (DRA'84). The FSC replaced the
then-existifig Domestic International Sales Corporation'.
(DISC) [9]. From its inception, the DISC program had
been controversial. Several foreign governments subscrib-
ing to the GATT used the forum provided by GATT to
raise questions about whether the DISC-program was an
illegal-export subsidy under GATT rules. In addition,
these foreign governments complained that DISC's were

able to operate without substance as a corporation, and ,
without uniform arm's-length pricing standards imposed on
the DISC and its related parties.

To address complaints about the DISC and income tax
practices ofother foreign governments, expert panels were
created under GATT auspices during the late 1970's and
investigations conducted. In general, the panels' reports
adopted in December 1981 held that the DISC and the
income tax practices ofseveral other foreign governments
did, indeed, contradict GATT standards for export pricing.

The DISC legislation was amended several times during
the 1970's, as GATT discussions and investigations en-
sued. While the U.S. Government did not officially ac-
knowledge that the DISC mechanism was in violation of
GATT standards, it recognized that the controversies did
need to be addressed. Finally, in DRA'841 the DISC
program was modified in accordance with the GATT
findings adopted in 1981, and the FSC entity created as an
alternative.

At the same time the FSC entity was created, DRA'84
alsocreated a "small FSC -and replaced the DISC entity'
with the Interest-Charge Domestic International Sales
Corporation (IC-DISC). In addition, DRA'84 also required
the Treasury Department to submit regular reports to ,
Congress on the operation of the new FSC, small FSC, and
IC-DISC-programs-[10].

Tax Year 1987 Compared to 1992
Figure B presents selected data for Tax Years 1987 (the
last previous year for which data on FSC's are available)
and 1992 [11]. Overall increases in the number of returns
filed, total assets, gross receipts ofFSC's and related
suppliers, net exempt income, and distributions may
indicate the popularity of the FSC program. There is some
evidence that choices between administrative and nonad-
ministrative pricing methods, and the relationships between
total income, costs ofgoods sold, and deductions have
changed during the 1987 through 1992 (Tax Year) period,
but caveats to these comparisons are necessary. First,
companies could elect different pricing methods from one
year to the next. Second, a comparison of the 1987 and
1992 data may not show changes that could be evident if a
longer time series were available. The Data Sources and
Limitations section, below, provides additional information
about the comparability of the data.

Data Sources and Limitations
The statistics in this article are based on' a sample of Form
1120-FSC returns with accounting periods ending between
July 1992

-
and June 1993 and filed during Calendar Years

1992, 1993, or 1994. The data presented exclude "inactive"
116
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Figure B

Foreign Sales Corporations: Selected Items
for Tax Years 1987 and 1992
[Money amounts are in millions of dollars)

Item 1987 1992

Number of returns..................................

Total assets ...........................................
Commissions and accounts
receivable ............................................

Total current and long-term
liabilities.............................................

Gross receipts of FSCs and related
suppliers ..............................................

Cost ofgoods sold.................................
Total income:
Administrative income ..........................
Nonadministrative income...................
Nonforeign trade income (less
loss) ................... : ...............................

Foreign trade deductions:
Administrative:

Total ...................................................
Foreign direct costs ...........................

Nonadministrative:
Total...................................................
Foreign direct costs ...........................

Nonforeign trade deductions ..................
Net income (less deficit) ........................
Taxable income .....................................
Income tax:
Total .....................................................
Regular................................................

Net exempt income:
Administrative ......................................
Nonadministrative ................................

Distftutions.............. wl*~~v4*~~*6m*~664aavoommaba4

2,613
5,563

4,580

3,116

84,280
12,265

17,629
2,658

207

3,648
1,788

338
108
190

1,294
1,292

507
505

2,006
105

2,418
NOTE: Oetail may not add to totals because of rounding.

3,073
17,999

11,754

4,574

152,253
7,353

14,243
912

457

8,218
3,217

561
80

429
2,303
2,304

781
779

3,952
106

5,305

FSC returns; a FSC was considered to be inactive ifno
current receipts, net income or deficit, deductions, or
distributions were reported on the return. Thus, a FSC that
had no current income or deductions reported was treated
as an active corporation if it made a distribution to its
parent during the tax year.

The sample totaled 917 returns, weighted to reflect an
estimated population ofapproximately 3,600 active and
inactive FSC returns. Certain returns were unavailable for
the statistics. Because the data are based on a sample, they
are subject to sampling error. However, cocfficients of
variation (CV's) for these data were not computed. With
regard to nonsampling error, some of the data were incon-
sistently reported. Where possible, inconsistencies in the
data were resolved to conform with provisions of the
Internal Revenue Code.

It should be noted that the 917 returns included in the
sample for 1992 could include certain companies not

included for 1987, due in part to changes in corporate
shareholders or mergers and transactions among share-
holders. In addition, certain companies included in the
sample for 1987 could not be included for 1992, since
parent corporations could have elected not to use the FSC
mechanism for 1992, even though a FSC return should
have been filed.

The product and services classification system used in
the 1992 FSC study was generally based upon Internal
Revenue Service instructions provided to the taxpayer for
completion of Schedule P, Transfer Price or Commission.
Products and services reported by a taxpayer on each
specific return were reviewed for consistency with product
information provided in supporting schedules and other
taxpayer attachments and with the principal business
activities described on the return. For example, the return
was reviewed ifa taxpayer reported engineering services
on Schedule P without reporting any "engineering services
income" on Schedule B, Taxable Income or (Loss). In
addition, products and services reported by taxpayers on
specific returns were reviewed for consistency with the
major product and services group classification. Since a
FSC is intended to serve solely as an export mechanism for
U.S. taxpayers, certain business activities, such as manu-
facturing, are not applicable to a FSC. Consequently, FSC
returns reporting manufacturing as the principal business
activity were reviewed and reconciled with product and
other information. As an example, a FSC return reporting
the manufacture of farm machinery and equipment as the
principal business activity would have been reviewed to
ascertain ifa more appropriate principal business activity
was the wholesaling of farm machinery and equipment.

Each return used for the statistics had product and
industry codes reported or assigned during statistical
processing. These codes were used as classifiers of the
returns. The product and industry codes represented the
principal business activity (i.e., the activity which accounted
for the largest portion of gross receipts of FSC's and
related suppliers) of the FSC filing the return. However, a
given FSC return may have exported goods and services
for a consolidated corporate parent which conducted
different business activities. To the extent that some
consolidated (and nonconsolidated) parent corporations
were engaged in many types ofbusiness activities, the data
in this article are not entirely related to the product or
industrial activity under which they are shown.

hplanation of Seleded Terms
Cost ofGoods Sold. --Cost ofgoods sold commonly
consists of the manufacturing costs incurred by the FSC or
its related suppliers, as mentioned below. Included are
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costs ofgoods purchased for resale, direct labor, and
certain overhead expenses. Generally, FSC's act either as
principals or as commission agents for export transactions.
FSC's acting as principals for transactions are referred to
as "buy-sell" FSC's, while those acting as commission
agents for transactions are referred to as "commission"
FSC's. Only buy-sell FSC's report a cost of goods sold.
For commission FSC's, the cost of goods sold is reported
by the commission FSC's related supplier and generally
factored into the commission calculation.

Export Property. --The FSC's export property was
inventory and property held for sale or lease which: (1)
had been manufactured, produced, grown, or extracted in
the United States by a "person" other than a FSC; (2) was

- held primarily for sale, lease,-or rental-in the-ordinary -- -
course ofbusiness for direct use, consumption, or disposi-
tion outside the United States; and (3) had, at the time of
sale, lease, or rental by the FSC, not more than 50 percent
of its fair market value attributable to imported articles.
_ ForeignDirect Costs (Administrative).--These were-
foreign direct costs related to foreign trade income from
transactions in which administrative intercompany pricing
rules were applied. Foreign direct costs are attributable to
activities perfarmed outside of the United States and are
related to the sale or other disposition ofexport property.
As specified by Internal Revenue Code section 924(e),
foreign direct costs include advertising and sales promo-
tion, certain processing and arranging costs, certain
transportation costs, certain determination and transmittal
costs, and costs related to the assumption ofcredit risk.

Foreign Direct Costs (Nonadministrative).--These were
foreign direct costs related to foreign trade income from
transactions in which the nonadministrative intercompany
pricing rule (Internal Revenue Code section 482 method)
was applied. See administrative foreign direct costs entry,
above, for additional information.

Foreign Trade Deductions (Administrative). --Included
were deductions related to foreign trade income (exempt
and nonexempt) from transactions in which the administra-
tive pricing rules were used. These deductions include,
but are not limited to, administrative foreign direct costs
(see above).

Foreign Trade Deductions (Monadministrative).-
Included were deductions related to

'
foreign trade income

(exempt and nonexempt) from transactions in which the
nonadministrative pricing rules were used. These deduc-
tions include, but are not limited to, nonadministrative
foreign direct costs.

Foreign Trade Gross Receipts. --Foreign trade gross
receipts represent: (1) the sale, exchange, or other disposi-
tion ofexport property (see above); (2) the lease or rental

ofexport property for use by the lessee outside the United
States; (3) services which are related and subsidiary to
activities described in (1) or (2); (4) engineering or archi-
tectural services for construction projects located (or
proposed for location) outside the United States; and (5)
the performance of managerial services for an unrelated
FSC or DISC. These receipts are earned by, or allocated
to, the FSC as a result of applying intercompany. pricing
rules (see below). Excluded are passive income (see
nonforeign trade income, below). In general, foreign
trade gross receipts of a "buy-sell" FSC consist ofreceipts
derived from qualified export transactions prior to the
subtraction of a cost ofgoods sold. In general, the foreign
trade gross receipts of the related supplier are deemed the

- foreign trade gross-receipts ofa "-commission"-.F-SC.- - - -
Gross Receipts ofFSCs and Related Suppliers.--Gross

receipts ofFSC's and related suppliers is used as a compu-
tational base for calculation of foreign trade gross receipts
(see above). These receipts are comprised ofall gross
receipts (prior to any deductions) earned by the FSC and
related-parties ftom: (1) the resale ofexport property or
services supplied by related suppliers; or (2) a FSC acting
in its capacity as a commission agent for related suppliers
in the disposition of export property or services. Because
certain FSC's (especially those acting as commission
agents); may riot have title to-property being-exported, gross
receipts attributed to FSC's and their related suppliers is a
more complete measure of export activities.

Intercompany Pricing Rules. --These rules are used to
allocate receipts (and derive income) between the FSC and
its related suppliers.

Administrative.- Administrative pricing rules
include: (1) the 1.83 percent of gross receipts
method; (2) the 23 percent ofcombined taxable
income method; and (3) the marginal costing method.
If one of these three administrative pricing rules was
not applied, then the nonadministrative Internal
Revenue Code section 482 method had to be used.

Nonadministrative. --The Internal Revenue Code
section 482 method had to be used.

Net Exempt Income (Administrative). --Included were
exempt foreign trade income from transactions for which
the administrative pricing rules were applied, net of
deductions related to that exempt foreign trade income.

Net Exempt Income (Nonadministrative). --Included
were exempt foreign trade income from transactions for
which the nonadministrative pricing r~ile (Internal Revenue
Code section 482 method) applied, net of deductions
related to that exempt foreign trade income.

Net Income.--Total nonexempt income net ofall appro-
priate deductions except the "net operating loss" and
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dividends-received deductions, including: (1) net income
attributable to nonexempt foreign trade income from
transactions for which the administrative pricing rules
applied; (2) net income attributable to nonexempt foreign
trade income from transactions for which the nonadminis-
trative pricing rule applied, reduced by any nontaxable
income (i.e., income that is not "effectively connected"
with a U.S. trade or business); and (3) net income attribut-
able to nonforeign trade income.

Nonforeign Trade Deductions. --These were deductions
related to nonforeign trade income, described below.

Taxable Income. --Total net income, reduced by the "net
operating loss" and dividends received deductions as well
as FSC income exempt from U.S. income tax.

Total Income: Foreign Trade Income. --This was
income from qualified transactions attributable to the sale
or lease of"export property" outside the United States or
to the performance of various types of"export service"
outside the United States.

Administrative. --Included were foreign trade gross
receipts (or the commission portion of gross receipts)
earned by FSC's from transactions for which the
administrative pricing rules were applied.

Nonadministrative.--Included were foreign trade
gross receipts (or the commission portion of gross
receipts) earned by FSC's from transactions for
which the nonadministrative pricing rule applied.

Total Income: Nonforeign Trade Income. --This was
income earned by FSC's that was generally not related to
qualified exports ofU.S. manufactured products or ser-
vices, such as interest, dividends, or royalties, earned by
FSC's and income earned by "small FSC's" (see Footnote
[8]) in excess of the $5 million exemption from tax of
small FSC foreign trade income.

Notes and References
A "foreign" corporation is incorporated abroad,
while a "domestic" corporation is incorporated in the
United States. Almost all FSC's are owned by
domestic corporations; however, owners ofa FSC are
generally referred to as "shareholders," since a FSC
may also be owned by an individual, a partnership, or
a trust or estate. (FSC's are no longer included in the
Statistics of Income data for all corporations because
they are not engaged in trade or business in the
United States.)

[2] In general, distributions made by FSC's to parent
corporations were not subject to U.S. taxation. These
distributions were eligible for a 100-percent divi-

[31

dends received deduction, provided they were
derived from earnings and profits attributable to
foreign trade income (see the Explanation of Selected
Terms section of this article).

See the entries for "Cost of Goods Sold" and "Export
Property" in the Explanation of Selected Terms
section of this article for additional information.

[4] Generally, "administrative" pricing rules allow the

[5]

FSC to calculate foreign trade gross receipts and
allocate those receipts between the FSC and its
related supplier, using Internal Revenue Service
designated (e.g., "administered") methods. If
administrative pricing rules are not applicable to a
transaction, or if a taxpayer does not choose to use
them, the FSC has to calculate foreign trade gross
receipts using "nonadministrative" rules provided by
Internal Revenue Code section 482 and associated
Treasury regulations.

Extensive definitions ofsolicitation, negotiation, and
the making ofa contract are provided in Internal
Revenue Code section 924 and associated Treasury
regulations.

[6] See Internal Revenue Code section 924(e) and

[7]

associated Treasury regulations for additional
information regarding direct costs.

A qualifying foreign country had to meet the ex-
change of information requirements of Internal
Revenue Code section 927(e)(3)(A) or (B). For Tax
Year 1992, the following countries were qualified:
Australia, Austria, Barbados, Belgium, Bermuda,
Canada, Costa Rica, Cyprus, Denmark, Dominica,
Dominican Republic, Egypt, Finland, France,
Germany, Grenada, Honduras, Iceland, Ireland,
Jamaica, South Korea, Malta, Marshall Islands,
Mexico, Morocco, the Netherlands, New Zealand,
Norway, Pakistan, Philippines, St. Lucia, Sweden,
and Trinidad and Tobago. In addition, all U.S.
possessions other than Puerto Rico (i.e., American
Samoa, the Commonwealth ofNorthern Mariana
Islands, Guam, and the U.S. Virgin Islands) were
qualified for Tax Year 1992.

[8] A "small FSC" is designed to be used by small
exporters that may not be able to support the costs of
a foreign office or foreign economic activities. A
small FSC is exempt from the foreign management
and foreign economic process requirements regarding
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its eligibility to treat a portion of its income as
"foreign trade gross receipts." However, any foreign
trade gross receipts in excess of $5 million were not
taken into account in determining foreign trade
income exempt ftom U.S. taxation.

[9] For additional information about the Domestic
International Sales Corporation (DISC) and Interest-
Charge Domestic International Sales Corporation
(IC-DISC) entities, see Holik, Daniel S., "Interest-
Charge Domestic International Sales Corporations,

1991," Statistics ofIncorne Bulletin, Summer 1995,
Volume 15, Number 1.

[10] See, for example, The Operation and Effect ofthe
Foreign Sales Corporation Legislation, January 1,
1985 to June 30, 1988, U.S. Department of the
Treasury, January 1993.

[11] For additional information about FSC's for Tax Year
1987, see "Foreign Sales Corporation Statistics for
1987," Statistics ofIncome Bulletin, Spring 1992,
Volume I'l, Number 4.

120



Foreign
Sales

C
orporations,

1992

I
Ig

II
II

~>
I

I
I

I
I

'nro
1

8
1

1
1

1
1

8
1

N
I

I
I

I
I

sualA,
9

V
~

.9l
cq

ej
R

r-
ct

c

cq
.5

c6
~d

c6

u,
Rj

FB

uT
cd

ul
-If

ci

Eb
cz';

Lq
'go

U
o

g
-i

Z
q

co
N

c

9
~

1
k

g
9

9
:H

L6ci
cj

r.:
coci

N

9
0

9
x

r
i

R
EI-3

9
0

m
cvIj

LQo
.2

Pf
e
-
6
g
g
g
g
v

i
A

9
g

R
"so

Ag
c,9

9
9

"
9

4
S

g
sgF1g

g
g

g
g

c.J
r-Z

6
.0

c,
lo

c"

c4

La
9

Jr
:R

121



Foreign
Sales

C
orporations,

1992

122

§
M

R
~

H
§

~
9

~
U.40

9
'

'
k§

I
~

09
cq

N

4C

ff
v

c
Ld

C6
C>

1~
C'.

cd
ul

ul
Of

ci
N

:
e

cq
cm

cq
r-

cm

q

.c) _-
"t

c'
41"

8
G

cd
L6

a
f

c
l

e
j

-
9

~
-

(3
i

-
~i

-R
11

-
-
'

CI)
-7

r-:
c4

9cD
'm

c
r-:

'
N

m

a
A

c
6

e
11:

c
6

cm
Ld

cd
c6

r--

co
cn

co
o

cm
I

I
I

I

ci_
c;

ej
Ld

cd
r-

g
g

E3
'd

Pi A

FB
cq

cQ

co
I

g
,

I
I

I
I

cd
c
6

e

N
'S

c
6

cd
9

Iz
c
6

f9
R

f
N

Ld
K

9
c-j

r-
I

Ln

-7
U

i
L~2

i
0

at
Z



F
oreign

S
ales

C
orporations,

1992

b
-

0:199"6

.0
C6

9
:5

C6
LL

;
:

B
z

P
c7

r.
cq

Ld

0
20,

-
8

U-
C11

m
ci

-7
c;

'R
i

-R
i

cn
C6

a
C'r

-
7

'a
"I

cq
rzcq

Ui
c

w
01

rz
M

cv
cm

cq
q

C6

CI
!~D

cn
?Dcm

0)
ct
cli

cm
cli

C6
K

Lq

~D
c\!

c

r=
LD

c
li

c
i

g
1

K
C

\f
L
d

M

0
U)

CD
m

C
.

f
-

cS
-
I

m
16

cn
0C11

C6
t2

CY
C11

G6

c8i
~W2

Iq
a

2
I

uic\f
Of

ci
.

.
.

R
EP

E

i
c
i

"r
CIE

fl:
!;:

v
c2

UR)
C4

C6
O

D
t-:

La

s
ce

C6
RE

R
9
.9

c\T
06

6
r':

c)
-

c)

C15
c
li

R
z

D

cm

C-3
'

C

ID
Om

10

C
L

12

(D

B

LO
B

w

EL

P

j90

E2

2
41

73R
CT

K

1
2
1



F
oreign

Sales
C

orporations,
1992

A?

124
1

P

q
zo

-1
!

w
v

16
CO

a
i

CO
c'

5

r

cq
cq

'D
n

w
w

n

6
co

c
i

C6
C6

-or
a

cq
9

IR
C6-

m
cq

C
N

n
z
e

-f
C4

CIT
w

C6
0

cq
t6

W
M

cn
CM

co

co
I

I
I

,

CO
V)

'6
C,

9
9

-or

r

c
i

co
If

cD
r
-

C
o

P
-

cq

cm

cm

C
l

CJ
r-

16
cq

co

ci
0)

w
c



F
oreign

S
ales

C
orporations,

1992

b
-

0:1IsE0S

cm
I

I
I

I
cm

V
0

18
8

LL

0
cmwci

c'j
00

c'.
.0

~
-0

8
r.:

CD
U

-
-

c4
~2

c"

cli
In

C%I
4

'CIO

c)
cm

c)
co

Z
.~

c
f

C6

c
9

Iq
c3i

TCli
CIE

C%i
t-2

c2cn
z

CM
CD

c7i
O

i

C\f
'6

P~
2q

cf
06

C6
CM

-

cli
CI?

;Z.
c)

LO
C911

9
In

i
2

0-,
OR

r-
V8

1
(21`1

(T-:
g

.a
'W.:

'-d
U)C\L

LD
2

ca"I
CR

Vw-7
NO)1

F9

F
2)

x
CC LSI

m
v9

-r
9

v--f
cli8
f

cli
00C6

CT
-

12
m

&ci
c)cli

cli

r=
D

co
?9~

6%>
!CQI

-W
'D

-7c\I
CU4

S

F
L-n -:

LO
mM-

LOE
I

R
P

R

9

I-
cn

Im
CD

CM

izUi
RV

i
9

5
~eci

C,

'D
n

`
9

-`
c
j

--r
m

&0

-6
>

L21
jI

p
a

0
:2

m
i

EL
0

LI
i

La
ro-

0
cf02

"
ca

2

r
E

I
0

i
LL

w
03

L
125



Foreign
Sales

C
orporations,

1992

126

ci
g

g
1

9

-
g

w-
C4

6
4

g
a

.6
g

a
6

~i

7
7

o
cq

Olt
-7

cr
-or

-
-.

c

cc
cq6

cl~

PE
'd

a
-7

C6
9

a
c9

53

cy
cj

G6
g

g
-~f

cq
-

'6
i

n

cIT
cIF

as
g

g
.r

c'f
'6

Ld
Iq

cy~
v

2
GR

9
1

A
V7

cli
E

c2
c6

m

6
16

c'r
-dr

ci
L6

vi
wi

c

1
12

i
c6

1
2

e

la

l

Lu

-ca
l

g
V

I
1

P
2

8
5

2
a



Table 1 .-Assets, Receipts, Deductions, Net Income, Exempt Income, Distributions, and Taxes of All Active FSC Returns, by Major
Product or Service-Continued

s uasw on ies-money -i--in in

Total income Foreign trade deductions
Com- Total Gross Non- Adrrdnistrative Nonacirrunistrative

Nurriber rnissions current receipts Cost Of Admnis- adrninis- Non-
Major product or service

of
Total and and long- of FSCs goods trative tralive foreign Foreign Foreign

returns assets accounts term and related sold foreign foreign trade Total direct Total direct
receivable liabilities suppliers trade trade income costs costs

I I income income (less loss)

-0) (2) (3) (4) (5) (6) (7) (8) (9) (10) (l 1) (12) (13)
Manufactured products-continuDd

Transportation equipment......................... 226 8,414,844 3,349,121 370,464 18,124,851 69,935 1,030,955 564,956 2,599 529,427 149,650 370,160 398
Motor vehicles and motor
vehicle equipment .............................. 31 723,854 710,145 125,034 8,012,373 18,657 360,498 4,275 1,390 186,825 51,630 Z100 -

Aircraft and parts................................... B5 431,888 315,981 166,961 8,5B5,799 50,180 578,078 187 586 296,735 91,&98 165 -
Leased aircraft ..................................... 101 7,161,910 2,270,359 31,682 659,322 16,371 560,493 6D5 214 42 367,895 398
Ali other transportation equipment 8 97,191 52,636 46,787 867,357 1,098 76,007 - 18 45,653 6,121 - -

Professional, scientific, and con-
trolling instruments.................................. 278 420,055 367,922 231,743 7,850,095 322,735 838,209 8,193 8,177 486,270 141,308 7,648

Engineering, laboratory, and scientific
and research instrurnents and
associated equipment ......................... 50 69,880 64,435 24,868 930,848 - 85,335 - 74 51,929 17,1 5B -

Instruments for measun
.
rig,

controlling, and indicating physical
chararterisilics..................................... 30 45,363 39,150 25,469 508,261 130,533 4,621 251 104,546 1,661 4,621

Optical instruments arid lenses.............. 47 17,654 8.266 Z976 279,031 45,137 - - 25,710 6,949 -
Surgical, medical, and dental

instrurrients arid supplies.................... 134 260,549 237,189 166,561 Z505,331 290,352 296,025 3,572 19 181,678 51,956 3,027
All other professional, scientific,
and controlling instruments.................. 17 26,608 18,881 11,869 3,626,624 32,382 2B1,179 - 7,833 122,408 63,585 -

Miscellaneous manufactured
products ................................................. 113 92,498 88,678 51,581 1,014,041 91,305 132,026 8,523 4,824 78,742 24,1146 6,842

Jewelry, silverware, arid plated were 8 1,661 1,656 80 31,595 - 1,740 - - 15 - -
Toyr, amusement, sporting
and athletic goods ............................... 65 44,632 42,776 27,074 379,666 59,656 54,376 - 310 39,13B 2,001

Pens, pencils, and other office
arid arlisW materials........................... 9 30,017 29,797 15,671 281,656 - 31,631 - 16,758 13,026 -

Miscellaneous rnanufactured
products .............................................. 31 16,188 14,449 8,756 321,124 31,650 44,279 8,523 4,514 22,831 9,120 6,842

Product or service not allocable ........... 75 1 31,664 1 2= 1 Z= 1 218= 1 12,406 1 9,109 1 - 19 Z916 21 -
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