SCHEDULE PH Computation of U.S.

(Form 1120)

Personal Holding Company Tax

Department of the Treasury
Internal Revenue Service » Attach to your tax return.

OMB No. 1545-0123

1987

Name

Employer identification number

Part | —Computation of Undistributed Personal Holding Company Income

1 Taxable income before net operating loss deduction and special deductions (Form 1120, line
e 28—see instructions for line 1) . T I |
:g 2 Contributions deducted in figuring line 1 (Form 1120 llne 19) - 2
E 3 Excess expenses and depreciation under section 545(b)(6) (Schedule A, line 2) 3
4 Total—Add lines 1 through 3 4
Federal and foreign income, war profits, and excess profits taxes not deducted in figuring line 1
(attach schedule) o . . . L5
6 Contributions deductible under sectlon 545(b)(2) (see llne 6 |nstruct|ons for llmltatlon) 6
7 Net operating loss for the preceding tax year (deductible under section 545(b)(4))
8a Net capital gain (from separate Schedule D (Form 1120), line10) . . | 8a
b Less: Income tax on this net capltal gain (see section 545(b){(5)—
" attach computation) . . . . . . . . . . . . |8b
_5 9 Amounts used or mevocably set aside to pay or retire quallfled indebtedness (see instructions for
b line9) . .9
§ 10 Deduction for dividends pald (other than dividends pald after the end of the tax year (Schedule B,
a line 5)). . o .o . 10
11 Total—Add lines 5 through 10 . 11
12 Subtractline 11 fromline4 . e, 12
13 Dividends paid after the end of the tax year (other than deficiency dividends defined in section
547(d)) but not more than the smaller of line 12 or 20% of Schedule B, tine 1 . . |13
14 Undistributed personal holding company income—Subtract line 13 from line 12. (Forelgn cor-
porations—see instructions for line 14.) L 14
»x
ﬁ 15 Personal holding company tax (enter 38.5% of line 14 here and on: Schedule J (Form 1120)
line 7; or the proper line of the appropriate tax return) . . 15

Part Il—Information Requwed Under Section 6501(f). If the information on income and stock ownership is not submitted

with the corporation’s return, the limitation period for assessment and collection of personal holding company tax is 6 years.

Personal Holding Company Income

Dividends . .o 1
Interest . . . . | 2a i
Less: Amount excluded under sectlon 543(b)(2)(C) (attach schedule) . L 2b 2c
Royalties (other than mineral, oil, gas, or copyright royalties) . 3
Annuities e e s s e . L4
Rents . . . . | ba Vi
Less: Adjustments descnbed in sectnon 543(b)(2)(A) (attach schedule) . |.5b 5¢
Mineral, oil, and gas royalties . . . . | 6a

Less: Adjustments described in section 543(b)(2)(B) (attach schedule) . L6b 6¢
Copyright royalties (see instructions for an exception for certain computer software royalties) 7
Produced film rents . . 8
Compensation received for use of corporatlon property by shareholder 9
Amounts received under personal service cantracts and from their sale 10
Amounts received from estates and trusts . 11
Total personal holding company income—Add lines 1 through 11 . 12

For Paperwork Reduction Act Notice, see page 1 of Form 1120 instructions.
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Stock Ownership

Enter the names and addresses of the individuals who together owned directly or indirectly at any time during the
last half of the tax year more than 50% in value of the outstanding stock of the corporation.

Highest percentage of shares
owned during last half of tax year

(@) Name (b) Address
(c) Preferred (d) Common
% %
% %
% %
% %
% %

SILLIEYY  Excess of Expenses and Depreciation Over Income From Property Not Allowable Under

Section 545(b)(6) (See instruction for line 3.)

(c) Cost or other

(e) Repairs, in-
surance, and other

(f) Total of

(g) Income from

{h) Excess (col.

; (b) Date ) |
(a) Kind of property acquired basis (d) Depreciation expl%nzs)e?a(éggﬂon columns (d) and (e) c;ergtpg;ggtlgn (f) less col. (g))
schedule)

2 Total excess of expenses and depreciation over rent or other compensation. Enter here and on line 3, page 1.
Note: Attach a statement showing the names and addresses of persons from whom rent or other compensation was

received for the use of, or the right to use, each property.

S CLIEYY  Deduction for Dividends Paid (See instruction for line 10.)

1 Taxable dividends paid (do not include dividends considered as paid in the preceding tax year under

section 563, or deficiency dividends as defined in section 547)
2 Consent dividends (attach Forms 972 and 973)

3 Taxable distributions—Add lines 1 and 2

4 Dividend carryover from first and second preceding tax years (attach computation) .

5 Deduction for dividends paid—Add lines 3 and 4. Enter here and on line 10, page 1 .




Schedule PH (Form 1120) 1987

Page 3

General Instructions
(References are to the Internal Revenue
Code unless otherwise noted.)

Purpose of Form
This schedule is used to figure personal
holding company tax.

Tax Reform Act of 1986

The Tax Reform Act of 1986 lowered
the tax rates for tax years that begin in
1987 and for later tax years. For tax
years beginning in 1987, the tax rate
for personal holding companies is
decreased to 38.5%. For tax years
beginning after 1987, the tax rate is
decreased to 28%.

Who Must File

Every personal holding company must
have this schedule attached to its
income tax return.

Definitions
Personal Holding Company.—A
corporation is a personal holding
company if:
o Atleast 60% of its adjusted ordinary
gross income, defined in section
543(b)(2), for the tax year is personal
holding company income as defined in
section 543(a); and
e At any time during the last half of
the tax year more than 50% in value of
its outstanding stock is owned, directly
or indirectly, by not more than 5
individuals.

For exceptions to the term ““personal
holding company,’’ see section 542(c).

Certain personal holding companies
may elect to be treated as a regulated
investment company and be taxed at
the highest corporate rate on their
undistributed taxable income. For
definitions, limitations, and procedures,
see sections 851 and 852 and the
instructions for Form 1120-RIC, U.S.
Income Tax Return for Regulated
Investment Companies.
Individual.—An organization described
in section 401(a), 501(c)(17), or
509(a), or a part of a trust permanently
set aside or to be used exclusively for
the purpose described in section 642(c)
is also considered an individual. See
section 542(a)(2).
Foreign Corporations Must File a
Return.—If a foreign corporation that
is a personal holding company does not
file Schedule PH as required, the
corporation will be charged a penalty.

i Bl'.,}.‘,u.,_iil 4
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Note: For a foreign corporation all of
whose outstanding stock during the last
half of the tax year is owned directly or
indirectly by nonresident alien
individuals, taxable income for section
545(a) is only income received under a
contract for personal services as
described in section 543(a)(7). This
income must be reduced by deductions
for that income, and have special
adjustments made to the income, as
provided in section 545(b).

In determining net capital gains
under section 545(b)(5), see section
545(b)(7), which provides that only
gains and losses which are effectively
connected with the conduct of a trade
or business within the U.S. and are not
exempt from tax under treaty shall be
taken into account.

Specific Instructions

These instructions are numbered to
correspond with the line numbers on
page 1 of Schedule PH (Form 1120).
Other line items on the form are self-
explanatory.

Part !
Additions

Line 1—Taxable income before net
operating loss deduction.—Enter the
amount shown on Form 1120, page 1,
line 28. If you figured the income on
line 28 using section 443(b) (placing
the income on an annual basis),
refigure it without that section.

If you are a foreign corporation
(whether or not engaged in a trade or
business within the United States) that
qualifies as a personal holding company
under section 542 but not as a foreign
personal holding company under
section 552, enter on line 1 the amount
figured under section 861 and not
under section 881(a).

Line 2-—Contributions.—See
instructions for Form 1120.

Line 3—Expenses and depreciation.—

If the corporation earned rent or other
compensation for the use of, or right to

use, property that was less than the total

allowable expenses and depreciation,
complete Schedule A and enter the
excess on line 3.

You must make this adjustment
unless you establish, according to
section 545(b)(6), that the rent or
other compensation the corporation
received was the highest obtainable. If

e

business carried on for profit. There
must be a reasonable expectation that
the property’s operation would result in
a profit, or that the property was
necessary to conduct the business.

The burden of proof is on the
corporation. For a corporation with
excess deductions you must, instead of
completing Schedule A, attach a
statement reporting the deductions
with the complete facts,
circumstances, and arguments to
support them. The statement must
include the information required by
Regulations section 1.545-2(h)(2).

Deductions

Line 5—Federal and foreign income,
war profits, and excess profits
taxes.—Attach a schedule showing the
kind of tax, the tax year, and the
amount. Under section 545(b)(1), the
company can deduct Federal income
taxes accrued during the tax year, but
not the accumulated earnings tax under
section 531 or the personal holding
company tax under section 541.

The foreign tax credit is not allowed
against personal holding company tax.
A deduction is allowed, however, for
income, war profits, and excess profits
taxes accrued (or considered paid
under sections 902(a) or 960(a)(1))
during the tax year to foreign countries
and U.S. possessions. This is true if the
corporation claims a credit for the taxes
in figuring its income tax.

Line 6—Contributions.—Section
545(b)(2) provides a different
limitation for charitable contributions
for figuring the personal holding
company tax than the 10% limitation
used in determining the corporate
income tax. The limitations on
charitable deductions of individuals
apply, but are applied to the taxable
income to which the 10% limitation
applied. However, figure taxable
income without deducting the amount
disallowed under section 545(b)(6),
(excess expenses and depreciation).
The contribution carryover under
section 170(d) is not allowed when
figuring personal holding company tax.
Line 7—Net operating loss.—Section
545(b)(4) provides that instead of the
net operating loss deduction provided
in section 172, a deduction is allowed
for the net operating loss (as defined in
section 172(c)) for the preceding tax
va3L ;!!'nl,qud‘xAlifhnl i tha dadiictinne







