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Department of the Treasury
Internal Revenue Service2011

Instructions for Form 1120-L
U.S. Life Insurance Company Income Tax Return

Section references are to the Internal available for businesses, as well asWhat’s NewRevenue Code unless otherwise noted. individuals.
Contents Page • Insurance companies that The corporation can contact the
Photographs of Missing administer certain self-insured TAS as follows.

Children . . . . . . . . . . . . . . . . . . . 1 arrangements on behalf of an • Call the TAS toll-free line at
employer or other entity are exempt 1-877-777-4778 or TTY/TDDUnresolved Tax Issues . . . . . . . . . . 1
from information reporting obligations 1-800-829-4059 to see if theHow To Get Forms and
under section 6050W. See Notice corporation is eligible for assistance.Publications . . . . . . . . . . . . . . . . 1
2011-78, 2011-41 I.R.B. 497, section • Call or write the corporation’s localIRS E-Services . . . . . . . . . . . . . . . . 2 6050W, and the related regulations, taxpayer advocate, whose phoneGeneral Instructions . . . . . . . . . . . 2 for more information. number and address are listed in the

Purpose of Form . . . . . . . . . . . . . . . 2 • Form 8822-B, Change of Address local telephone directory and in Pub.
Who Must File . . . . . . . . . . . . . . . . 2 — Business, has been created 1546, Taxpayer Advocate Service –

specifically for business use. Your Voice at the IRS.Definitions . . . . . . . . . . . . . . . . . . . 2
Corporations use this form to notify • File Form 911, Request forWhen To File . . . . . . . . . . . . . . . . . 2
the IRS of a new business address or Taxpayer Advocate ServiceWhere To File . . . . . . . . . . . . . . . . . 3
location. See the instructions for Item Assistance (And Application forWho Must Sign . . . . . . . . . . . . . . . . 3 E on page 8. Taxpayer Assistance Order), or ask

Paid Preparer Authorization . . . . . 3 • The IRS has created a page on an IRS employee to complete it on
Statements . . . . . . . . . . . . . . . . . . . 4 IRS.gov for information about Form the corporation’s behalf.

1120-L and its instructions, atAssembling the Return . . . . . . . . . . 4 For more information, go towww.irs.gov/form1120l. InformationTax Payments . . . . . . . . . . . . . . . . 4 www.irs.gov/advocate.about any future developmentsEstimated Tax Payments . . . . . . . . 4
affecting Form 1120-L (such asInterest and Penalties . . . . . . . . . . . 5 How To Get Forms andlegislation enacted after we release it)

Accounting Methods . . . . . . . . . . . . 5 will be posted on that page. Publications
Accounting Period . . . . . . . . . . . . . 5

For the latest information, see Internet. You can access the IRSRounding Off to Whole
www.irs.gov/formspubs. website 24 hours a day, 7 days aDollars . . . . . . . . . . . . . . . . . . . . 5

week, at IRS.gov to:Recordkeeping . . . . . . . . . . . . . . . . 5 • Download forms, instructions, andPhotographs of MissingOther Forms and Statements publications;
That May Be Required . . . . . . . . 5 Children • Order IRS products online;

Specific Instructions . . . . . . . . . . 6 • Research your tax questionsThe Internal Revenue Service is a
Period Covered . . . . . . . . . . . . . . . 6 online;proud partner with the National

• Search publications online by topicName and Address . . . . . . . . . . . . . 6 Center for Missing and Exploited
or keyword;Children. Photographs of missingIdentifying Information . . . . . . . . . . 7
• View Internal Revenue Bulletinschildren selected by the Center mayEmployer Identification
(IRBs) published in recent years; andappear in instructions on pages thatNumber (EIN) . . . . . . . . . . . . . . . 7 • Sign up to receive local andwould otherwise be blank. You canSection 953 Elections . . . . . . . . . . . 8 national tax news by email.help bring these children home by

Final Return, Name Change, looking at the photographs and IRS Tax Products DVD. You canAddress Change, or calling 1-800-THE-LOST (1-800- order Pub. 1796, IRS Tax ProductsAmended Return . . . . . . . . . . . . . 8 843-5678) if you recognize a child. DVD, and obtain the following.
Life Insurance Company • Current-year forms, instructions,Taxable Income . . . . . . . . . . . . . 8 Unresolved Tax Issues and publications.Schedule A . . . . . . . . . . . . . . . . . . 15 The Taxpayer Advocate Service • Prior-year forms, instructions, and
Schedule B . . . . . . . . . . . . . . . . . . 17 (TAS) is an independent organization publications.
Schedule F . . . . . . . . . . . . . . . . . . 17 within the IRS whose employees • Tax Map: an electronic research
Schedule G . . . . . . . . . . . . . . . . . 19 assist taxpayers who are tool and finding aid.

experiencing economic harm, who • Tax law frequently asked questionsSchedule H . . . . . . . . . . . . . . . . . . 20
are seeking help in resolving tax (FAQs).Schedule I . . . . . . . . . . . . . . . . . . 20
problems that have not been resolved • Tax Topics from the IRS telephoneSchedule J . . . . . . . . . . . . . . . . . . 20
through normal channels, or who response system.Schedule K . . . . . . . . . . . . . . . . . . 21 believe that an IRS system or • Internal Revenue Code – Title 26

Schedule L . . . . . . . . . . . . . . . . . . 22 procedure is not working as it should. of the U.S. Code.
Schedule M . . . . . . . . . . . . . . . . . 22 The service is free, confidential, • Fill-in, print, and save features for
Index . . . . . . . . . . . . . . . . . . . . . . 25 tailored to meet your needs, and is most tax forms.
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• Internal Revenue Bulletins. insurance company if it were a U.S. the issuance of insurance or annuity
• Toll-free and email technical corporation must file Form 1120-L. contracts or the reinsuring of risks
support. This includes organizations described underwritten by insurance
• Two releases during the year. in section 501(m)(1) that provide companies.
– The first release will ship early in commercial-type life insurance. A “life insurance company” is an
January. insurance company in the business ofMutual Savings Banks– The final release will ship early in issuing life insurance and annuityConducting Life InsuranceMarch. contracts either separately or

Business combined with health and accidentBuy the DVD from the National
insurance, or noncancelableTechnical Information Service (NTIS) Mutual savings banks conducting life
contracts of health and accidentat www.irs.gov/cdorders for $30 (no insurance business and meeting the
insurance that meet the reserves testhandling fee) or call 1-877-233-6767 requirements of section 594 are
in section 816(a). Guaranteedtoll free to buy the DVD for $30 (plus subject to an alternative tax
renewable life, health, and accidenta $6 handling fee). consisting of:
insurance that the corporation cannot• A partial tax computed on FormBy phone and in person. You can
cancel but reserves the right to adjust1120, U.S. Corporation Income Taxorder forms and publications by
premium rates by classes, accordingReturn, on the taxable income of thecalling 1-800-TAX-FORM
to experience under the kind of policybank excluding the life insurance(1-800-829-3676). You can also get
involved, are treated asdepartment, andmost forms and publications at your
noncancelable.• A partial tax on the taxable incomelocal IRS office.

computed on Form 1120-L of the life The “reserves test” requires that
insurance department. life insurance reserves, as defined inIRS E-Services Make

section 816(b), plus unearnedEnter the combined tax on line 2 ofTaxes Easier premiums and unpaid lossesSchedule J, Form 1120. File Form
Now more than ever before, (whether or not ascertained) on1120 and attach Form 1120-L as a
businesses can enjoy the benefits of noncancelable life, health, or accidentschedule (and identify it as such) or
filing and paying their federal taxes policies not included in life insuranceattach a statement showing the
electronically. Whether you rely on a reserves must make up more thancomputation of the taxable income of
tax professional or handle your own 50% of total reserves as defined inthe life insurance department
taxes, the IRS offers you convenient section 816(c). When determining(including all relevant information that
programs to make taxes easier. whether the reserves test has beenwould be reported on Form 1120-L).
• You can e-file Form 7004, met:

Foreign Life InsuranceApplication for Automatic Extension 1. Life insurance reserves and
of Time To File Certain Business Companies total reserves must each be reduced
Income Tax, Information, and Other A foreign life insurance company that by an amount equal to the mean of
Returns; Form 940, Employer’s sells a U.S. real property interest the aggregates, at the beginning and
Annual Federal Unemployment must file Form 1120-L and Schedule end of the tax year, of the policy
(FUTA) Tax Return; Form 941, D (Form 1120) to report the sale. loans outstanding with respect to
Employer’s QUARTERLY Federal Gain or loss from the sale of a U.S. contracts for which life insurance
Tax Return; Form 1099-MISC, real property interest is considered reserves are maintained;
Miscellaneous Income; and other effectively connected with the 2. Amounts set aside and held at
information returns. Visit conduct of a U.S. business, even interest to satisfy obligations under
www.irs.gov/efile for details. though the foreign life insurance contracts that do not contain• You can pay taxes online or by company does not carry on any permanent guarantees with respect to
phone using the free Electronic insurance business in the United life, accident, or health contingencies
Federal Tax Payment System States and is not otherwise required must not be included in either life
(EFTPS). Visit www.eftps.gov or call to file a U.S. income tax return. See insurance reserves (section
1-800-555-4477 for details. sections 842 and 897, and the 816(c)(1)) or other reserves required

Schedule K, line 8, instructions on by law (section 816(c)(3)); andUse these electronic options to
page 21 for additional information. 3. Deficiency reserves must notmake filing and paying taxes easier.

be included in either life insuranceOther Insurance Companies reserves or total reserves.
Insurance companies, other than lifeGeneral Instructions
insurance companies, should file When To FileForm 1120-PC, U.S. Property andPurpose of Form Generally, a corporation must file itsCasualty Insurance Company Income

income tax return by the 15th day ofTax Return. A burial or funeral benefitUse Form 1120-L, U.S. Life
the 3rd month after the end of its taxinsurance company that directlyInsurance Company Income Tax
year. A new corporation filing amanufactures funeral supplies orReturn, to report the income, gains,
short-period return must generally fileperforms funeral services is taxablelosses, deductions, credits, and to
by the 15th day of the 3rd month afterunder section 831 and should filefigure the income tax liability of life
the short period ends. A corporationForm 1120-PC.insurance companies.
that has dissolved must generally file
by the 15th day of the 3rd month afterWho Must File Definitions
the date it dissolved.Every domestic life insurance An “insurance company” means any

company and every foreign corporation if more than half of its If the due date falls on a Saturday,
corporation that would qualify as a life business during the tax year is from Sunday, or legal holiday, the

-2- Instructions for Form 1120-L (2011)

http://www.irs.gov/cdorders
http://www.irs.gov/efile
http://www.eftps.gov


Page 3 of 25 Instructions for Form 1120-L (2011) 10:15 - 15-FEB-2012

The type and rule above prints on all proofs including departmental reproduction proofs. MUST be removed before printing.

corporation can file on the next The paid preparer must complete questions that may arise during the
business day. the required preparer information processing of its return. The

and: corporation is also authorizing thePrivate Delivery Services • Sign the return in the space paid preparer to:
Corporations can use certain private provided for the preparer’s signature. • Give the IRS any information that is
delivery services designated by the • Give a copy of the return to the missing from the return,
IRS to meet the “timely mailing as taxpayer. • Call the IRS for information about
timely filing” rule for tax returns. Note. A paid preparer may sign the processing of the return or the
These private delivery services original or amended returns by rubber status of any related refund or
include only the following. stamp, mechanical device, or payment(s), and

computer software program.• DHL Express (DHL): DHL Same • Respond to certain IRS notices
Day Service. about math errors, offsets, and return• Federal Express (FedEx): FedEx Paid Preparer preparation.
Priority Overnight, FedEx Standard AuthorizationOvernight, FedEx 2Day, FedEx The corporation is not authorizing

If the corporation wants to allow theInternational Priority, and FedEx the paid preparer to receive any
IRS to discuss its 2011 tax return withInternational First. refund check, bind the corporation to
the paid preparer who signed it,• United Parcel Service (UPS): UPS anything (including any additional tax
check the “Yes” box in the signatureNext Day Air, UPS Next Day Air liability), or otherwise represent the
area of the return. This authorizationSaver, UPS 2nd Day Air, UPS 2nd corporation before the IRS.
applies only to the individual whoseDay Air A.M., UPS Worldwide
signature appears in the “PaidExpress Plus, and UPS Worldwide The authorization will automatically
Preparer Use Only” section of theExpress. end no later than the due date
return. It does not apply to the firm, if (excluding extensions) for filing theThe private delivery service can
any, shown in that section. corporation’s 2012 tax return. If thetell you how to get written proof of the

corporation wants to expand the paidIf the “Yes” box is checked, themailing date.
preparer’s authorization or revoke thecorporation is authorizing the IRS to

Private delivery services authorization before it ends, see Pub.call the paid preparer to answer any
cannot deliver items to P.O.
boxes. You must use the U.S.CAUTION

!
Postal Service to mail any item to an
IRS P.O. box address. Where To File
Extension of Time To File File the corporation’s return at the applicable IRS address listed below.
File Form 7004 to request a 6-month

And the total assets at theextension of time to file. Generally,
If the corporation’s principal end of the tax year (Formfile Form 7004 by the regular due
business, office, or agency 1120-L, Schedule L, Part I,date of the return. See the
is located in: line 6, column (b)) are: Use the following address:Instructions for Form 7004.
Connecticut, Delaware, District
of Columbia, Georgia, Illinois, Department of the TreasuryWho Must Sign
Indiana, Kentucky, Maine, Less than $10 million and Internal Revenue Service Center

The return must be signed and dated Maryland, Massachusetts, Schedule M-3 is not filed Cincinnati, OH 45999-0012
by: Michigan, New Hampshire,

New Jersey, New York, North• The president, vice-president,
Carolina, Ohio, Pennsylvania,treasurer, assistant treasurer, chief
Rhode Island, South Carolina, $10 million or more or Department of the Treasuryaccounting officer; or
Tennessee, Vermont, Virginia, less than $10 million and Internal Revenue Service Center• Any other corporate officer (such West Virginia, Wisconsin Schedule M-3 is filed Ogden, UT 84201-0012

as tax officer) authorized to sign.
Alabama, Alaska, Arizona,If a return is filed on behalf of a Arkansas, California,

corporation by a receiver, trustee, or Colorado, Florida, Hawaii,
assignee, the fiduciary must sign the Idaho, Iowa, Kansas,

Louisiana, Minnesota,return, instead of the corporate Department of the TreasuryMississippi, Missouri, Any amountofficer. Returns and forms signed by Internal Revenue Service CenterMontana, Nebraska, Nevada,a receiver or trustee in bankruptcy on Ogden, UT 84201-0012New Mexico, North Dakota,behalf of a corporation must be Oklahoma, Oregon, South
accompanied by a copy of the order Dakota, Texas, Utah,
or instructions of the court authorizing Washington, Wyoming
signing of the return or form.

If an employee of the corporation A foreign country or U.S. Internal Revenue Service CenterAny amountpossession P.O. Box 409101completes Form 1120-L, the paid
Ogden, UT 84409preparer space should remain blank.

Anyone who prepares Form 1120-L
but does not charge the corporation A group of corporations with members located in more than one service
should not complete that section. center area will often keep all the books and records at the principal office of
Generally, anyone who is paid to the managing corporation. In this case, the tax returns of the corporations may
prepare the return must sign it and fill be filed with the service center for the area in which the principal office of the
in the “Paid Preparer Use Only” area. managing corporation is located.

-3-Instructions for Form 1120-L (2011)
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947, Practice Before the IRS and Complete every applicable entry Same-day wire payment options.
Power of Attorney. space on Form 1120-L. Do not enter If the corporation fails to initiate a

“See Attached” or “Available Upon deposit transaction on EFTPS by 8
Request” instead of completing the p.m. Eastern time the day before theStatements
entry spaces. If more space is date a deposit is due, it can still make

Annual Statement. In general, needed on the forms or schedules, the deposit on time by using the
every domestic or foreign life attach separate sheets using the Federal Tax Application (FTA).
insurance company must attach a same size and format as on the Before using the same-day wire
copy of the National Association of printed forms. If there are supporting payment option, the corporation will
Insurance Commissioners (NAIC) statements and attachments, arrange need to make arrangements with its
annual statement filed with the state them in the same order as the financial institution ahead of time.
of domicile and used as the basis for schedules or forms they support and Please check with the financial
computing taxable income. If a attach them last. Show the totals on institution regarding availability,
different annual statement was used the printed forms. Enter the deadlines, and costs. To learn more
as the basis for computing taxable corporation’s name and EIN on each about making a same-day wire
income, attach that annual statement supporting statement or attachment. payment and download the
to Form 1120-L. However, see Same-Day Payment Worksheet, visit
Electronic filing, next. www.eftps.gov.Tax Payments

Electronic filing. If a domestic or The corporation must pay any tax due Estimated Tax Paymentsforeign life insurance company files in full no later than the 15th day of the Generally, the following rules apply tothe Form 1120-L electronically, do not 3rd month after the end of the tax the corporation’s payments ofattach the annual statement or pro year. estimated tax.forma annual statement to the
• The corporation must makeelectronically filed return. However, Electronic Deposit
installment payments of estimated taxyou must provide a copy of the Requirement if it expects its total tax for the yearannual statement or pro forma annual

Corporations must use electronic (less applicable credits) to be $500 orstatement to the Internal Revenue
funds transfers to make all federal tax more.Service if requested and retain it with
deposits (such as deposits of • The installments are due by theyour other tax records for the period
employment, excise, and corporate 15th day of the 4th, 6th, 9th, and 12threquired by the regulations.
income tax). Generally, electronic months of the tax year. If any date

Reconciliation. Corporations that funds transfers are made using the falls on a Saturday, Sunday, or legal
do not file Schedule M-3 (Form Electronic Federal Tax Payment holiday, the installment is due on the
1120-L) with Form 1120-L must System (EFTPS). next regular business day.
attach a schedule that reconciles • The corporation must useIf the corporation does not want toForm 1120-L with the annual electronic funds transfers to makeuse EFTPS, it can arrange for its taxstatement used as the basis for installment payments of estimatedprofessional, financial institution,computing taxable income reported taxes.payroll service, or other trusted thirdon Form 1120-L. Also, see the Note • Use Form 1120-W, Estimated Taxparty to make deposits on its behalf.under the instructions for Schedule F for Corporations, as a worksheet toAlso, it can arrange for its financialfor additional required reconciliations. compute estimated tax.institution to initiate a same-day tax

• If the corporation overpaidwire payment (discussed below) onAssembling the Return estimated tax, it may be able to get aits behalf. EFTPS is a free service
To ensure that the corporation’s tax quick refund by filing Form 4466,provided by the Department of the
return is correctly processed, attach Corporation Application for QuickTreasury. Services provided by a tax
all schedules and other forms after Refund of Overpayment of Estimatedprofessional, financial institution,
page 8 of Form 1120-L in the Tax.payroll service, or other third party
following order. may have a fee. See the instructions for line 29c

1. Schedule N (Form 1120), and line 29e on page 14. To get more information about
Foreign Operations of U.S. EFTPS or to enroll in EFTPS, visit Estimated tax penalty. A
Corporations. www.eftps.gov, or call corporation that does not make

2. Schedule O (Form 1120), 1-800-555-4477. Additional estimated tax payments when due
Consent Plan and Apportionment information about EFTPS is also may be subject to an underpayment
Schedule for a Controlled Group. available in Pub. 966, The Secure penalty for the period of

3. Form 4626, Alternative Way to Pay Your Federal Taxes. underpayment. Generally, a
Minimum Tax—Corporations. corporation is subject to the penalty ifNote. Forms 8109 and 8109-B,4. Form 8302, Electronic Deposit its tax liability is $500 or more and itFederal Tax Deposit Coupon, can noof Tax Refund of $1 Million or More. did not timely pay at least the smallerlonger be used to make federal tax5. Form 4136, Credit for Federal of:deposits.Tax Paid on Fuels. • Its tax liability for the current year,

6. Form 8941, Credit for Small Depositing on time.  For deposits or
Employer Health Insurance made by EFTPS to be on time, the • Its prior year’s tax.
Premiums. corporation must initiate the deposit

See section 6655 for details and7. Form 851, Affiliations Schedule. by 8 p.m. Eastern time the day before
exceptions, including special rules for8. Additional schedules in the date the deposit is due. If the
large corporations.alphabetical order. corporation uses a third party to make

9. Additional forms in numerical deposits on its behalf, they may have Use Form 2220, Underpayment of
order. different cutoff times. Estimated Tax by Corporations, to
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see if the corporation owes a penalty • Form 941, Employer’s However, if an insurance company
and to figure the amount of the QUARTERLY Federal Tax Return; joins in the filing of a consolidated
penalty. If Form 2220 is completed, • Form 944, Employer’s ANNUAL return, it may adopt the tax year of
enter the penalty on line 30. See the Federal Tax Return; or the common parent corporation even
instructions for line 30. •  Form 945, Annual Return of if that year is not a calendar year.

Withheld Federal Income Tax.
Also, see the instructions for line

The trust fund recovery penalty Rounding Off to Whole30 on page 15.
may be imposed on all persons who Dollarsare determined by the IRS to beInterest and Penalties The corporation can round off centsresponsible for collecting, accounting

to whole dollars on its return andfor, and paying over these taxes, and
If the corporation receives a schedules. If the corporation doeswho acted willfully in not doing so.
notice about interest and round to whole dollars, it must roundThe penalty is equal to the full
penalties after it files itsCAUTION

!
all amounts. To round, drop amountsamount of the unpaid trust fund tax.

return, send the IRS an explanation under 50 cents and increase amountsSee the Instructions for Form 720,
and we will determine if the from 50 to 99 cents to the next dollar.Pub. 15 (Circular E), Employer’s Tax
corporation meets reasonable-cause For example, $1.39 becomes $1 andGuide, for details, including the
criteria. Do not attach an explanation $2.50 becomes $3.definition of responsible persons.
when the corporation’s return is filed.

Other penalties. Other penalties If two or more amounts must be
Interest. Interest is charged on can be imposed for negligence, added to figure the amount to enter
taxes paid late even if an extension of substantial understatement of tax, on a line, include cents when adding
time to file is granted. Interest is also reportable transaction the amounts and round off only the
charged on penalties imposed for understatements, and fraud. See total.
failure to file, negligence, fraud, sections 6662, 6662A, and 6663.
substantial valuation misstatements, Recordkeepingsubstantial understatements of tax, Accounting Methods

Keep the corporation’s records for asand reportable transaction The return of a life insurance long as they may be needed for theunderstatements from the due date company must be filed using the administration of any provision of the(including extensions) to the date of accrual method of accounting or, to Internal Revenue Code. Usually,payment. The interest charge is the extent permitted under records that support an item offigured at a rate determined under regulations, a combination of the income, deduction, or credit on thesection 6621. accrual method with any other return must be kept for 3 years from
method, except the cash receipts andLate filing of return. A corporation the date the return is due or filed,
disbursements method. In all cases,that does not file its tax return by the whichever is later. Keep records that
the method used must clearly showdue date, including extensions, may verify the corporation’s basis in
life insurance company taxablebe penalized 5% of the unpaid tax for property for as long as they are
income (LICTI).each month or part of a month the needed to figure the basis of the

return is late, up to a maximum of Change in accounting method. original or replacement property.
25% of the unpaid tax. The minimum Generally, the corporation must get

The corporation should keeppenalty for a return that is over 60 IRS consent to change the method of
copies of all filed returns. They help indays late is the smaller of the tax due accounting used to report taxable
preparing future and amendedor $135. The penalty will not be income (for income as a whole or for
returns and in the calculation ofimposed if the corporation can show the treatment of any material item).
earnings and profits.that the failure to file on time was due To do so, the corporation generally

to reasonable cause. See Caution, must file Form 3115, Application for
above. Change in Accounting Method. For Other Forms and

more information, see the InstructionsLate payment of tax. A corporation Statements That May Befor Form 3115, and Pub. 538,that does not pay the tax when due
Accounting Periods and Methods. Requiredgenerally may be penalized 1/2 of 1%

There are some instances whenof the unpaid tax for each month or Reportable transaction disclosure
the corporation can obtain automaticpart of a month the tax is not paid, up statement. Disclose information for
consent from the IRS to change toto a maximum of 25% of the unpaid each reportable transaction in which
certain accounting methods. Seetax. The penalty will not be imposed if the corporation participated. Form
Rev. Proc. 2011-14, 2011-4 I.R.B.the corporation can show that the 8886, Reportable Transaction
330, as modified, or its successor.failure to pay on time was due to Disclosure Statement, must be filed

reasonable cause. See Caution, for each tax year that the federalAccounting Periodabove. income tax liability of the corporation
An insurance company must figure its is affected by its participation in theTrust fund recovery penalty. This
taxable income on the basis of a tax transaction. The following arepenalty may apply if certain excise,
year. A tax year is the annual reportable transactions.income, social security, and Medicare
accounting period an insurancetaxes that must be collected or 1. Any listed transaction, which is
company uses to keep its recordswithheld are not collected or withheld, a transaction that is the same as or
and report its income and expenses.or these taxes are not paid. These substantially similar to one of the

taxes are generally reported on: As a general rule under section types of transactions that the IRS has
• Form 720, Quarterly Federal 843, the tax year for every insurance determined to be a tax avoidance
Excise Tax Return; company is the calendar year. transaction and identified by notice,

-5-Instructions for Form 1120-L (2011)
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regulation, or other published transferor that is attached to the corporation must attach a statement
guidance as a listed transaction. same return for the same section 351 to its return beginning with the tax

2. Any transaction offered under exchange. If the transferor or year following the tax year for which
conditions of confidentiality for which transferee corporation is a controlled the corporation made the election,
the corporation (or a related party) foreign corporation, each U.S. and ending the first tax year all
paid an advisor a fee of at least shareholder (within the meaning of income deferred has been included in
$250,000. section 951(b)) must include the income. The statement must be

3. Certain transactions for which required statement on or with its labeled ‘‘Section 108(i) Information
the corporation (or a related party) return. Statement’’ and must clearly identify,
has contractual protection against for each applicable debt instrument toDistributions under section 355.
disallowance of the tax benefits. which an election under section 108(i)Every corporation that makes a

4. Certain transactions resulting in applies, any deferred:distribution of stock or securities of a
a loss of at least $10 million in any • COD income that is included incontrolled corporation, as described
single year or $20 million in any income in the current tax year.in section 355 (or so much of section
combination of years. • COD income that has been356 as it relates to section 355), must

5. Any transaction identified by the accelerated because of an eventinclude the statement required by
IRS by notice, regulation, or other described in section 108(i)(5)(D) andRegulations section 1.355-5 on or
published guidance as a “transaction must be included in income in thewith its return for the year of the
of interest.” current tax year. Include a descriptiondistribution. If the distributing

and the date of the accelerationcorporation is a controlled foreign
For more information, see event.corporation, each U.S. shareholder

Regulations section 1.6011-4. Also • COD income that has not been(within the meaning of section
see the Instructions for Form 8886. included in income in the current or951(b)), must include the statement

prior tax years.Penalties. The corporation may on or with its return. • OID deduction allowed as ahave to pay a penalty if it is required Dual consolidated losses. If a deduction in the current tax year.to disclose a reportable transaction domestic corporation incurs a dual • OID deduction that is allowed as aunder section 6011 and fails to consolidated loss (as defined in deduction in the current tax yearproperly complete and file Form Regulations section 1.1503-2(c)(5)), because of an accelerated event8886. Penalties also apply under the corporation (or consolidated described in section 108(i)(5)(D).section 6707A if the corporation fails group) may need to attach an elective • OID deduction that has not beento file Form 8886 with its corporate relief agreement and/or an annual deducted in the current or prior taxreturn, fails to provide a copy of Form certification as provided in years.8886 to the Office of Tax Shelter Regulations section 1.1503-2(g)(2).
Analysis (OTSA), or files a form that In addition, include a copy of the

Election to reduce basis underfails to include all the information election statement the corporation
section 362(e)(2)(C). The transferorrequired (or includes incorrect filed to make the election to defer the
may make an election under sectioninformation). Other penalties, such as income. For more information
362(e)(2)(C) to limit the transferor’san accuracy-related penalty under regarding the annual information
basis in the stock received instead ofsection 6662A, may also apply. See statement, see Rev. Proc. 2009-37,
the transferor’s basis in thethe Instructions for Form 8886 for 2009-36 I.R.B. 309.
transferred property. The transferordetails on these and other penalties. Other forms and statements. Seecan make the election by including

Pub. 542, Corporations, for a list ofReportable transactions by the certification as provided in Notice
other forms and statements amaterial advisors. Material 2005-70, 2005-41 I.R.B. 694 on or
corporation may need to file inadvisors to any reportable transaction with its tax return filed by the due
addition to the forms and statementsmust disclose certain information date (including extensions) for the tax
discussed throughout theseabout the reportable transaction by year in which the transaction
instructions.filing Form 8918, Material Advisor occurred. If the transferor is a

Disclosure Statement, with the IRS. controlled foreign corporation, its
See the Instructions for Form 8918. controlling U.S. shareholder(s) can

make the election. The commonTransfers to a corporation Specific Instructions
parent of a consolidated group cancontrolled by the transferor. Every
make the election for the group.significant transferor (as defined in Period Covered

Regulations section 1.351-3(d)) that If the election is made as Section 843 requires all insurancereceives stock of a corporation in described above, no election need be companies to file on a calendar yearexchange for property in a made by the transferee (or any basis, unless they join in the filing ofnonrecognition event must include controlling U.S. shareholder thereof). a consolidated return. If athe statement required by
Once made, the election is consolidated return is filed, indicateRegulations section 1.351-3(a) on or

irrevocable. See section 362(e)(2)(C) the period covered on the parentwith the transferor’s tax return for the
and Notice 2005-70. corporation’s return.tax year of the exchange. The

transferee corporation must include Annual information statement for Name and Addressthe statement required by elections under section 108(i). If
Regulations section 1.351-3(b) on or the corporation made an election in Enter the corporation’s true name (as
with its return for the tax year of the 2009 or 2010 to defer income from set forth in the charter or other legal
exchange, unless all the required cancellation of debt (COD) in document creating it), address, and
information is included in any connection with the reacquisition of EIN on the appropriate lines. Enter
statement(s) provided by a significant an applicable debt instrument, the the address of the corporation’s

-6- Instructions for Form 1120-L (2011)
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principal office or place of business. Tax Return, to the parent’s • Show any setoffs required by
Include the suite, room, or other unit consolidated return. Attach a paragraphs (g), (m), and (n) of
number after the street address. If the separate Form 1122 for each new section 1.1502-47.
post office does not deliver mail to the subsidiary being included in the • Report separately the nonlife
street address and the corporation consolidated return. consolidated taxable income or loss,
has a P.O. box, show the box number determined under sectionFile supporting statements forinstead. 1.1502-47(h), on a Form 1120 oreach corporation included in the 1120-PC (whether filed by theNote. Do not use the address of the consolidated return. Do not use Form common parent or as an attachmentregistered agent for the state in which 1120-L as a substitute for the to the consolidated return), for allthe corporation is incorporated. For supporting statement. On the nonlife members of the consolidatedexample, if a business is incorporated supporting statement, use columns to group.in Delaware or Nevada and the show the following, both before and • Report separately the consolidatedcorporation’s principal place office is after adjustments. partial LICTI (as defined by sectionlocated in Little Rock, AR, the 1. Items of gross income and 1.1502-47(d)(3)), determined undercorporation should enter the Little deductions. section 1.1502-47, on a Form 1120-LRock address. 2. A computation of taxable (whether filed by the common parent

income.If the corporation receives its mail or as an attachment to the
3. Balance sheets as of thein care of a third party (such as an consolidated return), for all life

beginning and end of the tax year.accountant or an attorney), enter on members of the consolidated group.
4. A reconciliation of income perthe street address line “C/O” followed Note. If a nonlife insurancebooks with income per return.by the third party’s name and street

company is a member of an affiliated5. A reconciliation of retainedaddress or P.O. box.
group, file Form 1120-PC as anearnings.
attachment to the consolidated returnItem A. Identifying in addition to the supportingEnter on Form 1120-L the totals for
statements discussed earlier underInformation each item of income, gain, loss,
Consolidated Return. Across the topexpense, or deduction, net of
of page 1 of Form 1120-PC, writeConsolidated Return eliminating entries for intercompany
“Supporting Statement totransactions between corporationsIf an affiliated group of corporations
Consolidated Returns.”within the consolidated group. Attachincludes one or more domestic life

consolidated balance sheets and ainsurance companies taxed under Schedule M-3 (Form 1120-L)reconciliation of consolidated retainedsection 801, the common parent may
A life insurance company with totalearnings.elect to treat those life insurance
assets (non-consolidated orcompanies as includible corporations. For more information on consolidated for all companiesThe life insurance companies must consolidated returns, see the included within a tax consolidationhave been members of the group for regulations under section 1502. group) of $10 million or more on thethe 5 tax years immediately
last day of the tax year mustpreceding the tax year for which the Life-Nonlife Consolidated complete Schedule M-3 (Formelection is made. See section Return 1120-L), Net Income (Loss)1504(c)(2) and Regulations section
Reconciliation for U.S. Life InsuranceIf the corporation is the common1.1502-47(d)(12).
Companies With Total Assets of $10parent of a life-nonlife consolidatedNote. The eligibility requirements Million or More. A corporation filinggroup, check boxes 1 and 2 of Item(the tacking rule) for a life insurance Form 1120-L that is not required toA.company to join in the filing of a file Schedule M-3 may voluntarily fileFiling requirements. The commonconsolidated return with nonlife Schedule M-3.parent of a life-nonlife consolidatedcompanies are covered in

If you are filing Schedule M-3group must satisfy the following filingRegulations section
(Form 1120-L), check box 3 of Itemrequirements.1.1502-47(d)(12)(v).
A, “Schedule M-3 (Form 1120-L)• File the applicable consolidatedNote. If an election under section attached” at the top of page 1 ofcorporate income tax return, a Form1504(c)(2) is in effect for an affiliated Form 1120-L. See the Instructions for1120-L, U.S. Life Insurance Companygroup for the tax year, all items of Schedule M-3 (Form 1120-L) forIncome Tax Return, where themembers of the group that are not life more details.common parent is a life insuranceinsurance companies must not be company; a Form 1120-PC, U.S. Note. If you do not file Schedule M-3taken into account in figuring the Property and Casualty Insurance (Form 1120-L) with Form 1120-L, seetentative LICTI of members that are Company Income Tax Return, where Reconciliation under Statements onlife insurance companies. the common parent is an insurance page 4.

Corporations filing a consolidated company, other than a life insurance
return must check box 1 of item A company; or a Form 1120, U.S. Item B. Employerand attach Form 851 and other Corporation Income Tax Return,
supporting statements to the return. where the common parent is any Identification Number
Also, for the first year a subsidiary other type of corporation. (EIN)corporation is being included in a • Indicate clearly on the face of the
consolidated return, attach Form return that the corporate tax return is Enter the corporation’s EIN. If the
1122, Authorization and Consent of a life-nonlife return. This requirement corporation does not have an EIN, it
Subsidiary Corporation To Be is satisfied by checking box 2 of Item must apply for one. An EIN can be
Included in a Consolidated Income A on page 1. applied for:

-7-Instructions for Form 1120-L (2011)
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• Online—Click on the EIN link at Attach a schedule showing the Return premiums include amounts
www.irs.gov/businesses/small. The computation. See section 953(d) for rebated or refunded due to policy
EIN is issued immediately once the more details. cancellations or incorrectly computed
application information is validated. premiums, but do not include
• By telephone at 1-800-829-4933. amounts returned to policyholdersItem E. Final Return,• By faxing or mailing Form SS-4, when such amounts are not fixed in

Name Change, AddressApplication for Employer Identification the contract but instead depend on
Number. the corporation’s experience or theChange, or Amended management’s discretion.If the corporation has not received Returnits EIN by the time the return is due, Line 2. Net decrease in reserves.

Indicate a final return, name change,enter “Applied for” and the date you If there is a decrease in reserves,
address change, or amended returnapplied in the space for the EIN. For complete line 2 by doing the
by checking the appropriate box.more information, see the Instructions following:

for Form SS-4. 1. Pencil in the amount from lineNote. If a change of address occurs
8, Schedule F, on line 2, to tentativelyafter the return is filed, use FormOnly corporations located in
compute life insurance company8822-B, Change of Address —the United States or U.S.
gross income (LICGI).Business, to notify the IRS of the newpossessions can use theCAUTION

!
2. Enter this tentative LICGI onaddress.online application. Foreign

Schedule F, line 12, and complete thecorporations must use one of the
remainder of Schedule F.other methods to apply.

Life Insurance Company After completing steps 1 and 2Item D. Section 953 above, erase the numbers penciled inTaxable Income
for step 1 and then enter on line 2 theElections
net decrease in reserves shown onIncomeCheck the appropriate box if the
line 35, Schedule F.corporation is a foreign corporation Except as otherwise provided in the
Line 3. 10% of certain decreases inand elects under: Internal Revenue Code, gross income
reserves under sectionincludes all income from whatever1. Section 953(c)(3)(C) to treat its
807(f)(1)(B)(ii). If the amount of anysource derived.related person insurance income as
item referred to in section 807(c)effectively connected with the Income from qualifying shipping decreases as a result of a change inconduct of a trade or business in the activities. Gross income does not the basis used to determine that item,United States or include income from qualifying 10% of the decrease must be2. Section 953(d) to be treated as shipping activities if the corporation included in LICGI for each of the 10a domestic corporation. makes an election under section succeeding tax years. See section1354 to be taxed on its notional 807(f)(1). Generally, a foreign corporation shipping income (as defined in

making either election must file its Note. If a corporation no longersection 1353) at the highest corporate
return with the Internal Revenue qualifies as a life insurance company,tax rate (35%). If the election is
Service Center, P.O. Box 409101, the balance of any adjustments undermade, the corporation generally may
Ogden, UT 84409. See Notice 87-50, section 807(f) must be taken intonot claim any loss, deduction, or
1987-2 C.B. 357, and Rev. Proc. account in the last tax year thecredit with respect to qualifying
2003-47, 2003-28 I.R.B. 55, for the corporation is qualified to file Formshipping activities. A corporation
procedural rules, election statement 1120-L. See section 807(f)(2).making this election also may elect to
formats, and filing addresses for defer gain on the disposition of a Line 4. Investment income. Entermaking the respective elections under qualifying vessel. the amount from Schedule B, line 8,section 953(c)(3)(C) or section

less 50% of interest income of anUse Form 8902, Alternative Tax on953(d).
ESOP loan made prior to August 20,Qualifying Shipping Activities, toNote. Once either election is made, 1996. Also, see Act section 1602 offigure the tax. Include the alternativeit will apply to the tax year for which the Small Business Job Protectiontax on Schedule K, line 9.made and all subsequent tax years Act of 1996 for binding contracts and

Line 1. Enter gross premiums andunless revoked with the consent of refinancing rules.
other consideration received onthe IRS. Also, any loss of a foreign

Line 5. Net capital gain. Unlessinsurance and annuity contracts lesscorporation electing to be treated as a
specifically excluded by section 1221,return premiums and premiums anddomestic insurance company under
each asset held by a corporationother consideration paid for indemnitysection 953(d) will be treated as a
(whether or not connected with itsreinsurance.dual-consolidated loss and may not
business) is a ‘‘capital asset.’’be used to reduce the taxable income Gross premiums and otherof any other member of the affiliated  Under section 1221, capital assetconsideration includes advancegroup for the tax year or any other tax does not include:premiums, deposits, fees,year. assessments, consideration received 1. Assets that can be inventoried

Note. If a section 953(d) election is for assuming liabilities under or property held mainly for sale to
made, include the additional tax contracts not issued by the customers.
required to be paid on line 10, corporation, and any amount treated 2. Depreciable or real property
Schedule K. On the dotted line to the as premiums received under section used in the trade or business.
left of line 10, Schedule K, write 808(e) (see the instructions for 3. Certain copyrights; or literary,
“Section 953(d)” and the amount. Schedule F, line 18a, on page 19). musical, or artistic compositions.

-8- Instructions for Form 1120-L (2011)
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4. Accounts or notes receivable copyrights, literary, musical, or artistic Deductions
acquired in the ordinary course of compositions, letters, memoranda,
trade or business for services and similar property. Limitations on Deductions
rendered or from the sale of property • The amount included in income Section 263A uniformdescribed in 1 above. from Form 6478, Alcohol and capitalization rules. The uniform5. Certain publications of the U.S. Cellulosic Biofuel Fuels Credit. capitalization rules of section 263AGovernment. • The amount included in income require corporations to capitalize

certain costs.from Form 8864, Biodiesel andSection 818(b) modifies the above
Renewable Diesel Fuels Credit.definition so only property used in For details on the uniform

carrying on an insurance business • Ordinary income from trade or capitalization rules, see Regulations
will be considered as “depreciable or business activities of a partnership sections 1.263A-1 through 1.263A-3.
real property used in the corporation’s (from Schedule K-1 (Form 1065), Transactions between relatedtrade or business.” For life insurance Partner’s Share of Income, taxpayers. Generally, an accrualcompanies, gains or losses from the Deductions, Credits, etc., or from basis taxpayer can only deductsale or exchange of depreciable Schedule K-1 (Form 1065-B), business expenses and interest owedassets of any business other than an Partner’s Share of Income (Loss) to a related party in the year theinsurance business will be treated as From an Electing Large Partnership). payment is included in the income ofgains or losses from the sale or Do not offset ordinary losses against the related party. See sectionsexchange of capital assets. ordinary income. Instead, include the 163(e)(3), 163(j), and 267 for

losses on line 18. Show theSee section 818(c) and the related limitations on deductions for unpaid
regulations for how to limit the gain partnership’s name, address, and EIN interest and expenses.
from the sale or exchange of any on a separate statement attached to Corporations use Form 8926,section 818(c) property. this return. If the amount entered is Disqualified Corporate Interestfrom more than one partnership,Line 6. Income from a special loss Expense Disallowed Under Sectionidentify the amount from eachdiscount account. Enter the total 163(j) and Related Information, to

partnership.from Part II, line 6, of Form 8816, figure the amount of any corporate
Special Loss Discount Account and • Part or all of the proceeds received interest expense disallowed by
Special Estimated Tax Payments for from certain corporate-owned life section 163(j).
Insurance Companies. See section insurance contracts issued after Section 291 limitations.847(5) and the Instructions for Form August 17, 2006. Corporations that Corporations may be required to8816 for more information. own one or more employer-owned life adjust certain deductions. See

insurance contracts issued afterLine 7. Other income. Enter any section 291 to determine the amount
August 17, 2006, must file Formother taxable income, includible in of the adjustment. Also, see section
8925, Report of Employer-Owned LifeLICGI, not reported on lines 1 through 43.
Insurance Contracts.6. List the type and amount of income

Golden parachute payments. Aon an attached schedule. If the life •  Income from cancellation of debt portion of the payments made by ainsurance company has only one item (COD) for the repurchase of a debt corporation to key personnel thatof other income, describe it in instrument for less than its adjusted exceeds their usual compensationparentheses on line 7. The following issue price. If you elected to defer may not be deductible. This occursare examples of other income to COD income from the reacquisition of when the corporation has anreport on line 7. an applicable debt instrument in 2009 agreement (golden parachute) with• All income from noninsurance or 2010, see section 108(i) and Rev. these key employees to pay thembusiness (defined in section Proc. 2009-37. these excess amounts if control of the806(b)(3)), but list it separately from
corporation changes. See section• The corporation’s share of theall other income.
280G and Regulations sectionfollowing income from Form 8621,• Gains and losses (including
1.280G-1.Information Return by a Shareholderordinary gains and losses) from sales

of a Passive Foreign Investment Business start-up andor exchanges of assets used in a
Company or Qualified Electing Fund. organizational costs. For 2011, atrade or business and from

corporation can elect to deduct up to1. Ordinary earnings of a qualifiedinvoluntary conversions reported on
$5,000 of business start-up and up toForm 4797, Sales of Business electing fund (QEF) (from Part II, line
$5,000 of organizational costs paid orProperty. Section 818(b)(1) provides 1c).
incurred after October 22, 2004. Anythat, for section 1231(a), “property 2. Gain or loss from marking
remaining costs must be amortizedused in a trade or business” includes passive foreign investment company
ratably over a 180-month period. Theonly: (PFIC) stock to market (from Part III,
$5,000 deduction is reduced (but not1. Property used in carrying on an line 5c or 7).
below zero) by the amount the totalinsurance business that is either real 3. Gain or loss from sale or other costs exceed $50,000. If the totalor depreciable property held for more disposition of Section 1296 stock costs are $55,000 or more, thethan 1 year. (from Part III, line 8c or 9b). deduction is reduced to zero. See2. Timber, coal, and domestic iron
sections 195(b) and 248(a).4. Excess distributions from aore to which section 631 applies.

section 1291 fund (from Part IV, lineFor paragraph 1 above, property Time for making the election.
11b).used in a trade or business does not The corporation generally elects to

include property includible in deduct start-up or organizational
See the instructions for Forminventory, property held primarily for costs by claiming the deduction on its

sale to customers, or certain 8621. income tax return filed by the due
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date (including extensions) for the tax • Credit for employer-provided each of the 10 succeeding tax years.
year in which the active trade or childcare facilities and services (Form See section 807(f)(1).
business begins. However, for 8882). Termination as life insurancestart-up or organizational costs paid • Credit for small employer health company. If a corporation ceases toor incurred before September 9, insurance premiums (Form 8941). qualify as a life insurance company,2008, the corporation may be If the corporation has any of these the balance of any adjustments underrequired to attach a statement to its credits, figure the current year credit section 807(f) must be taken intoreturn to elect to deduct such costs. before figuring the deduction for account in the last year that the

expenses on which the credit is corporation is qualified to file FormIf the corporation timely filed its
based. If the corporation capitalized 1120-L. See section 807(f)(2).return for the year without making an
any costs on which it figured theelection, it can still make an election Line 13. Assumption by anothercredit, it may need to reduce theby filing an amended return within 6 person of liabilities underamount capitalized by the creditmonths of the due date of the return insurance, etc., contracts. Enterattributable to these costs.(excluding extensions). Clearly the total consideration paid by the See the instructions for the formindicate the election on the amended corporation to another person (otherused to figure the applicable credit forreturn and write “Filed pursuant to than for indemnity reinsurance) formore information.section 301.9100-2” at the top of the the assumption by that person of

amended return. File the amended Limitations on deductions related liabilities under insurance and annuity
return at the same address the to property leased to tax-exempt contracts (including supplementary
corporation filed its original return. entities. If a corporation leases contracts).
The election applies when figuring property to a governmental or other

Line 14. Dividends reimbursable bytaxable income for the current tax tax-exempt entity, the corporation
taxpayer. Enter the amount ofyear and all subsequent years. cannot claim deductions related to
policyholder dividends:the property to the extent that theyThe corporation can choose to exceed the corporation’s income from 1. Paid or accrued by anotherforgo the elections above by the lease payments. This disallowed insurance company for policies thisaffirmatively electing to capitalize its tax-exempt use loss can be carried corporation has reinsured andstart-up or organizational costs on its over to the next tax year and treated 2. That are reimbursable by theincome tax return filed by the due as a deduction with respect to the corporation under the terms of thedate (including extensions) for the tax property for that tax year. See section reinsurance contract.year in which the active trade or 470 for more details and exceptions.business begins.
Line 15a. Interest. Enter all interestLine 9. Death benefits, etc. Enter

Note. The election to either amortize paid or accrued during the tax year.all claims and benefits accrued and
or capitalize start-up costs is No deduction is allowed underlosses incurred (whether or not
irrevocable and applies to all start-up section 163 for interest on the itemsascertained) during the year on
costs that are related to the trade or described in section 807(c). Also, doinsurance and annuity contracts.
business. not include interest included onLosses incurred (whether or not

Schedule G, line 9 (generalascertained) includes a reasonableReport the deductible amount of deductions).estimate both of losses incurred butstart-up and organizational costs and
not reported and of reported losses, Limitations. The deduction forany amortization on line 18. For
when the amount of the losses interest is limited when theamortization that begins during the
cannot be determined by the end of corporation is a policyholder or2011 tax year, complete and attach
the tax year. Losses incurred must be beneficiary with respect to a lifeForm 4562, Depreciation and
adjusted to take into account insurance, endowment, or annuityAmortization.
recoveries (e.g., for reinsurance) for contract issued after June 8, 1997.

For more details on business those losses together with estimates For details, see section 264(f). Attach
start-up and organizational costs, see of those recoveries that may be a statement showing the computation
the Instructions for Form 4562. Also recovered on those losses in future of the deduction.
see Pub. 535, Business Expenses. years.

Section 108(i) OID deduction. If
Under section 807(c), theReducing certain expenses for the corporation issued a debt
amount of unpaid losseswhich credits are allowable. If the instrument with OID that is subject to
(other than losses on lifecorporation claims any of the

TIP
section 108(i)(2) because of an

insurance contracts) must be thefollowing credits, it may need to election to defer the income from the
amount of the discounted unpaidreduce the otherwise allowable cancellation of debt (COD), the
losses under section 846. See thedeductions for expenses used to interest deduction for this OID is
instructions for Schedule F, line 2, forfigure the credit. deferred until the COD is includible in
more information on the discounting• Employment credits. See income. The accrued OID is allowed
provisions.Employment credits on page 12. as a deduction ratably over the 5-year

• Research credit. Line 11. 10% of increase in period that the COD is includible in
• Orphan drug credit. reserves under section income. The deduction is limited to
• Disabled access credit. 807(f)(1)(B)(i). If the amount of any the amount of COD subject to the
• Employer credit for social security item referred to in section 807(c) section 108(i) election. An annual
and Medicare taxes paid on certain increases as a result of a change in information statement (discussed
employee tips (Form 8846). the basis used to determine that item, earlier) is required if the election is
• Credit for small employer pension 10% of the increase will be allowed made. See section 108(i) for more
plan start-up costs (Form 8881). as a deduction in computing LICTI for details.
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Line 15b. Less tax-exempt interest • Deduction for certain energy compensation deductible elsewhere
expense. Enter interest paid or efficient commercial building property on the return, such as elective
accrued on indebtedness incurred or placed in service during the tax year. contributions to a section 401(k) cash
continued to purchase or carry See section 179D, Notice 2008-40, or deferred arrangement or amounts
obligations, the interest on which is 2008-14 I.R.B. 725, and Notice contributed under a salary reduction
wholly tax-exempt. See section 2006-52, 2006-26 I.R.B. 1175. SEP agreement or a SIMPLE IRA
265(b) for special rules and • Certain environmental remediation plan.
exceptions for financial institutions. costs that the corporation elects to Include only the deductible part ofAlso see section 265(b)(7) for a de deduct. See section 198. each officer’s compensation on lineminimis exception for financial • Dividends paid in cash on stock 18. (See Disallowance of deductioninstitutions for certain tax-exempt held by an employee stock ownership for employee compensation in excessbonds issued in 2009 and 2010. plan. However, a deduction can only of $1 million below.) Attach abe taken for the dividends above if, schedule for compensation of allLine 17. Additional deduction. according to the plan, the dividends officers using the following columns.Enter the total from Form 8816, Part are:II, line 5. 1. Name of officer.1. Paid in cash directly to the plan 2. Social security number.Any insurance company taking the participants or beneficiaries; 3. Percentage of time devoted toadditional deduction must: 2. Paid to the plan, which business.• Make special estimated tax distributes them in cash to the plan 4. Amount of compensation.payments equal to the tax benefit participants or their beneficiaries no
from the deduction and later than 90 days after the end of the If a consolidated return is filed,• Establish and maintain a Special plan year in which the dividends are each member of an affiliated groupLoss Discount Account. See section paid; must furnish this information.847 and Form 8816 for more 3. At the election of such
information. Disallowance of deduction forparticipants or their beneficiaries (a)

employee compensation in excesspayable as provided under 1 or 2Line 18. Other deductions. Attach
of $1 million. Publicly heldabove or (b) paid to the plan anda statement, listing by type and
corporations cannot deductreinvested in qualifying employeramount, all allowable deductions in
compensation to a covered employeesecurities; orcomputing LICTI (including the
to the extent that the compensation4. Used to make payments on aamortization of premiums under
exceeds $1 million. Generally, aloan described in section 404(a)(9).section 811(b)) not included on lines
covered employee is:9 through 17. See section 404(k) for more details • The principal executive officer of

and the limitation on certainExamples of other deductions the corporation (or an individual
dividends.include the following. See Pub. 535 acting in that capacity) as of the end• Deductions from any noninsuranceand Pub. 542 for details on other of the tax year or
business (defined in sectiondeductions that may apply to • An employee whose total
806(b)(3)). Deductions from anycorporations. compensation must be reported to
noninsurance business should be• The domestic production activities shareholders under the Securities
listed separately from all otherdeduction. See Form 8903, Domestic Exchange Act of 1934 because the
deductions.Production Activities Deduction. employee is among the three highest• Depreciation or amortization• Certain business start-up and compensated officers for that tax year
(attach Form 4562, if required).organizational costs (discussed (other than the principal executive
Attach Form T (Timber), Forestearlier under Limitations on officer).
Activities Schedule, if a deduction forDeductions).

For this purpose, compensationdepletion of timber is taken. Foreign• Legal and professional fees.
does not include the following.intangible drilling costs and foreign• Supplies used and consumed in • Income from certain employeeexploration and development coststhe business.
trusts, annuity plans, or pensions.must either be added to the• Travel, meals, and entertainment • Any benefit paid to an employeecorporation’s basis for cost depletionexpenses. Special rules apply
that is excluded from the employee’spurposes or be deducted ratably over(discussed on page 13).
income.a 10-year period. See sections 263(i),• Utilities.

616, and 617.• Ordinary losses from trade or The deduction limit does not apply
business activities of a partnership to:Do not deduct the following.
(from Schedule K-1 (Form 1065 or • Commissions based on individual• Fines or penalties paid to a
1065-B)). Do not offset ordinary performance,government for violating any law.
income against ordinary losses. • Qualified performance-based• Lobbying expenses. However, see
Instead, include the income on line 7. compensation, andexceptions (discussed on page 13).
Show the partnership’s name, • Income payable under a writtenAlso include on line 18 theaddress, and EIN on a separate binding contract in effect on Februaryfollowing.statement attached to this return. If 17, 1993.
the amount is from more than one Compensation of officers. The $1 million limit is reduced bypartnership, identify the amount from Include deductible officers’ amounts disallowed as excesseach partnership. compensation. See Employment parachute payments under section• Any extraterritorial income credits on page 12 for a list of 280G.exclusion (from Form 8873, employment credits that may reduce
Extraterritorial Income Exclusion, line your deduction for officers’ For details, see section 162(m)
52). compensation. Do not include and Regulations section 1.162-27.
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Also see Notice 2007-49, 2007-25 after December 31, 2012. See organizations described in section
I.R.B. 1429. section 162(m)(6) and Notice 2011-2, 170(c) and any unused contributions

2011-2 I.R.B. 260 for more carried over from prior years. SpecialLimitations on tax benefits for
information. rules and limits apply to contributionsexecutive compensation under the

to organizations conducting lobbyingEmployment credits. If theTreasury Troubled Asset Relief
activities. See section 170(f)(9).corporation claims a credit on any ofProgram (TARP). The $1 million

the following forms, it may need tocompensation limit is reduced to Life insurance companies reporting
reduce its deduction for officer’s$500,000 for executive remuneration LICTI on the accrual method can
compensation and salaries andand deferred deduction executive elect to treat as paid during the tax
wages. See the applicable forms forremuneration paid to covered year any contributions paid by the
details.executives by any entity that receives 15th day of the 3rd month after the
• Form 5884, Work Opportunityor has received financial assistance end of the tax year if the contributions
Credit;under TARP. The limit applies for were authorized by the board of
• Form 8844, Empowerment Zoneeach period in which obligations directors during the tax year. Attach a
and Renewal Communityarising from financial assistance declaration to the return stating that
Employment Credit;under TARP remain outstanding. The the resolution authorizing the
• Form 8845, Indian Employment$500,000 is reduced by any amounts contributions was adopted by the
Credit; anddisallowed as excess parachute board of directors during the tax year.
• Form 8932, Credit for Employerpayments. See section 162(m)(5) for The declaration must include the date
Differential Wage Payments.definitions and other special rules. the resolution was adopted. See

Also see Notice 2008-94, 2008-44 Regulations section 1.170A-11.Pension, profit-sharing, etc.
I.R.B. 1070, for additional guidance. plans. Include the deduction for Limitation on deduction. The

contributions to qualified pension, total amount claimed cannot be moreIn addition, a portion of any
profit-sharing, or other funded than 10% of LICTI computed withoutparachute payments made to a
deferred compensation plans. regard to the following.covered executive by an applicable
Employers who maintain such a plan • Any deduction for contributions.employer participating in a Treasury
generally must file one of the forms • The deduction for policyholdertroubled asset relief program is not
listed below unless exempt from filing dividends.deductible as compensation if the
under regulations or other applicable • The deduction for dividendspayments are made because of a
guidance, even if the plan is not a received.severance from employment during
qualified plan under the Internal • The small life insurance companyan applicable tax year. For this
Revenue Code. The filing deduction.purpose, a parachute payment is any
requirement applies even if the • The domestic production activitiespayment to a senior executive officer
corporation does not claim a deduction under section 199.for departure from a company for any
deduction for the current tax year. • Any operations loss carryback toreason, except for payments for
There are penalties for failure to file the tax year under section 810.services performed or benefits
these forms on time and for • Any capital loss carryback to theaccrued. These limits do not apply to
overstating the pension plan tax year under section 1212(a)(1).a payment already treated as a
deduction. See sections 6652(e) andparachute payment. See section Carryover. Charitable6662(f). Also, see the instructions for280G(e) and Notice 2008-94. contributions over the 10% limitationthe applicable form.

Salaries and wages. Include the cannot be deducted for the tax year
Form 5500,  Annual Return Reporttotal salaries and wages paid for the but may be carried over to the next 5
of Employee Benefit Plan.tax year. Do not include salaries and tax years.
Form 5500-SF,  Short Form Annualwages deductible elsewhere on the A contributions carryover is notReturn/Report of Small Employeereturn, such as amounts included in allowed, however, to the extent that itBenefit Plan, instead of Form 5500,officers’ compensation, elective increases an operations loss.generally if under 100 participants atcontributions to a section 401(k) cash

Cash contributions. Forthe beginning of the plan year.or deferred arrangement, or amounts
contributions of cash, check, or othercontributed under a salary reduction Note. Form 5500 and Form 5500-SF monetary gifts (regardless of theSEP agreement or a SIMPLE IRA must be filed electronically under the amount), the corporation mustplan. computerized ERISA Filing maintain a bank record, or a receipt,

Acceptance System (EFAST2). ForIf the corporation provided letter, or other written communication
more information, see the EFAST2taxable fringe benefits to its from the donee organization
website at www.efast.dol.gov.employees, such as personal indicating the name or theCAUTION

!
use of a car, do not deduct as wages organization, the date of theForm 5500-EZ,  Annual Return of
the amount allocated for depreciation contribution, and the amount of theOne-Participant (Owners and Their
and other expenses claimed under contribution.Spouses) Retirement Plan. File this
Other Deductions on line 18. form for a plan that only covers the Contributions of $250 or more. A

owner (or the owner and his or herLimitations on the deduction of corporation can deduct a contribution
spouse) but only if the owner (or thecertain deferred compensation. of $250 or more only if it gets a
owner and his or her spouse) ownsThe deduction of certain deferred written acknowledgment from the
the entire business.compensation attributable to services donee organization that shows the

performed for specified health Charitable contributions. amount of cash contributed,
insurance providers in tax years Include contributions or gifts actually describes any property contributed,
beginning after December 31, 2009, paid within the tax year to or for the and either gives a description and a
will be limited in tax years beginning use of charitable and governmental good faith estimate of the value of
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any goods or services provided in regulations and Pub. 526. For other organized for business, pleasure,
return for the contribution or states special rules that apply to recreation, or other social purpose.
that no goods or services were corporations, see Pub. 542. This includes country clubs, golf and
provided in return for the contribution. athletic clubs, airline and hotel clubs,Travel, meals, and
The acknowledgment must be and clubs operated to provide mealsentertainment. Subject to
obtained by the due date (including under conditions favorable tolimitations and restrictions discussed
extensions) of the corporation’s business discussion.below, a corporation can deduct
return, or, if earlier, the date the Entertainment facilities. Theordinary and necessary travel, meals,
return is filed. Do not attach the corporation cannot deduct anand entertainment expenses paid or
acknowledgment to the tax return, but expense paid or incurred for a facilityincurred in its trade or business. Also,
keep it with the corporation’s records. (such as a yacht or hunting lodge)special rules apply to deductions for

used for an activity usuallygifts, skybox rentals, luxury waterContributions of property other
considered entertainment,travel, convention expenses, andthan cash. If a corporation
amusement, or recreation.entertainment tickets. See sectioncontributes property other than cash

274 and Pub. 463, Travel,and claims over a $500 deduction for Amounts treated as
Entertainment, Gift, and Carthe property, it must, generally, attach compensation. Generally, the
Expenses.a statement to the return describing corporation may be able to deduct

the kind of property contributed and otherwise nondeductibleTravel. The corporation cannot
the method used to determine its fair entertainment, amusement, ordeduct travel expenses of any
market value (FMV). Attach Form recreation expenses if the amountsindividual accompanying a corporate
8283, Noncash Charitable are treated as compensation to theofficer or employee, including a
Contributions, to the return for recipient and reported on Form W-2spouse or dependent of the officer or
contributions of property (other than for an employee or on Formemployee, unless:
money) if the total claimed deduction 1099-MISC for an independent• That individual is an employee of
for all property contributed was more contractor.the corporation, and
than $5,000. Special rules apply to • His or her travel is for a bona fide However, if the recipient is anthe contribution of certain property. business purpose and would officer, director, or beneficial ownerSee the Instructions for Form 8283. otherwise be deductible by that (directly or indirectly) of more than
Qualified conservation individual. 10% of any class of stock, the
contributions. Special rules apply deductible expense is limited. SeeMeals and entertainment.
to qualified conservation section 274(e)(2) and NoticeGenerally, the corporation can deduct
contributions, including contributions 2005-45, 2005-24 I.R.B. 1228.only 50% of the amount otherwise
of certain easements on buildings Lobbying expenses. Generally,allowable for meals and
located in a registered historic district. lobbying expenses are not deductible.entertainment expenses paid or
See Section 170(h) and Pub. 526, These expenses include:incurred in its trade or business. In
Charitable Contributions. • Amounts paid or incurred inaddition (subject to exceptions under

connection with influencing federal orOther special rules. The section 274(k)(2)):
state legislation (but not localcorporation must reduce its deduction • Meals must not be lavish or
legislation) orfor contributions of certain capital extravagant;
• Amounts paid or incurred ingain property. See sections 170(e)(1) • A bona fide business discussion
connection with any communicationand 170(e)(5). must occur during, immediately
with certain federal executive branchbefore, or immediately after the meal;A larger deduction is allowed for
officials in an attempt to influence theandcertain contributions of:
official actions or positions of the• An employee of the corporation• Inventory and other property to
officials. See Regulations sectionmust be present at the meal.certain organizations for use in the
1.162-29 for the definition ofcare of the ill, needy, or infants See section 274(n)(3) for a special
“influencing legislation.”(section 170(e)(3)), including rule that applies to expenses for

Dues and other similar amountscontributions of “apparently meals consumed by individuals
paid to certain tax-exemptwholesome food” (see section subject to the hours of service limits
organizations may not be deductible.170(c)(3)(C)), and contributions of of the Department of Transportation.
See section 162(e)(3). If certainqualified book inventory to public Membership dues. The in-house lobbying expenditures doschools (see section 170(c)(3)(D)); corporation can deduct amounts paid not exceed $2,000, they are• Scientific equipment used for or incurred for membership dues in deductible.research to institutions of higher civic or public service organizations,

learning or to certain scientific Line 21b. Operations lossprofessional organizations (such as
research organizations (other than by deduction. The operations lossbar and medical associations),
personal holding companies and deduction (OLD) is the total of thebusiness leagues, trade associations,
service organizations (section operations loss carryovers from priorchambers of commerce, boards of
170(e)(4)); and tax years. However, the OLD cannottrade, and real estate boards.• Computer technology and exceed the corporation’s LICTI (afterHowever, no deduction is allowed if a
equipment for educational purposes the dividends-received deduction).principal purpose of the organization
(section 170(e)(6)). See section 810(c). If this deductionis to entertain, or provide

is taken, show its computation on anFor more information on charitable entertainment facilities for, members
attached schedule.contributions, including substantiation or their guests. In addition,

and recordkeeping requirements, see corporations cannot deduct Generally, a life insurance
section 170 and the related membership dues in any club company can carry an operating loss
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back to each of the 3 years preceding deduction is allowed for an operations carrybacks. Tax benefits also include
the year of the loss and carry it over loss attributable to the qualifying those derived from filing a
to each of the 15 years following the shipping activities to the extent that consolidated return with another
year of the loss. the loss is carried forward from a tax insurance company (without regard to

year preceding the first tax year for section 1503(c)).There is also an irrevocable
which the alternative tax election was Therefore, if the recomputationelection to waive the carryback period
made. See section 1358(b)(2). changes the amount of the sectionand instead carry an operating loss

847 tax benefit, then the taxpayerforward to years following the year of See section 844 for special loss
must provide a computation schedulethe loss. To make this election, check carryover rules for an insurance
and attach it to Form 8816.the box in line 12, Schedule M. To be company that has changed its form of

valid, the election must be made by organization or has had a change in Line 29e. Overpaid Estimated Tax.
the due date (including extensions) the nature of its insurance business. If the corporation overpaid estimated
for filing Form 1120-L. If the life tax, it may be able to get a quickLine 27. Total taxable income. The
insurance company is a new refund by filing Form 4466. Thetotal taxable income reported on line
company for the loss year, the loss overpayment must be at least 10% of27 cannot be less than line 26 of the
may be carried over to each of the 18 the corporation’s expected incomeForm 1120-L.
years following the year of the loss. tax liability and at least $500. FileAlso, line 27 cannot be less than Form 4466 after the end of theAfter applying the operating loss to the largest of the following amounts. corporation’s tax year, and no laterthe first tax year to which it may be • The inversion gain of the than the 15th day of the third monthcarried, the portion of the loss the corporation for the tax year, if the after the end of the tax year. Formcorporation may carry to each of the corporation is an expatriated entity or 4466 must be filed before theremaining tax years is the excess, if a partner in an expatriated entity. For corporation files its tax return.any, of the loss over the sum of the details, see section 7874.
offsets for each of the prior tax years Line 29f. Enter the total of lines 29a• The sum of the corporation’s
to which the corporation may carry through 29c less line 29e. Do notexcess inclusions from Schedules Q
the loss. See section 810(b)(2). include line 29d in the total for line(1066), line 2c, and the corporation’s

29f.See section 810 for special rules, taxable income determined solely
limitations, and definitions pertaining Line 29h. Credits. Enter thewith respect to its ownership and
to operating loss carrybacks and applicable credit on line 29h.high-yield interests in FASITs. For
carryovers. details, see sections 860E(a) and Credit for tax paid on undistributed

860J.If an ownership change (described capital gains. Enter any credit from
in section 382(g)) occurs, the amount Form 2439, Notice to Shareholder ofTax and Paymentsof the taxable income of a loss Undistributed Long-Term Capital
corporation that may be offset by the Gains, for the corporation’s share ofLine 29b. Prior year(s) special
pre-change operations loss the tax paid by a regulatedestimated tax payments to be
carryovers may be limited. See investment company (RIC) or a realapplied. The amount entered on line
section 382 and the related estate investment trust (REIT) on29b must agree with the amount(s)
regulations. A loss corporation must undistributed long-term capital gainsfrom Form 8816, Part III, line 11. See
include the information statement as included in the corporation’s income.Form 8816 and section 847(2) for
provided in Regulations section Attach Form 2439 to Form 1120-L.additional information.
1.382-11(a), with its income tax return Credit for federal tax on fuels.Line 29c. Estimated tax payments.
each tax year that it is a loss Enter the total income tax creditEnter any estimated tax payments the
corporation in which an ownership claimed on Form 4136, Credit forcorporation made for the tax year. Do
shift, equity structures shift, or other Federal Tax Paid on Fuels. Attachnot include any amount being applied
transaction described in Temporary Form 4136 to Form 1120-L.on line 29d.
Regulations section 1.382-2T(a)(2)(i) Credit for tax on ozone-depletingLine 29d. Special estimated taxoccur. If the corporation makes the chemicals. Include on line 29h anypayments. If the deduction underclosing-of-the-books election, see credit the corporation is claimingsection 847 is claimed on line 17,Regulations section 1.382-6(b). under section 4682(g)(2) for tax onpage 1, special estimated tax

The limitations under section 382 ozone-depleting chemicals. Enterpayments must be made in an
do not apply to certain ownership “ODC” next to the entry space.amount equal to the tax benefit of the
changes after February 17, 2009, deduction. These payments must be Line 29i. U.S. income tax paid or
made pursuant to a restructuring plan made on or before the due date withheld at source. Enter the
under the Emergency Economic (without regard to extensions) of this amount of any U.S. income tax paid
Stabilization Act of 2008. See section tax return. See Form 8816 and or withheld as reported on Form
382(n). section 847(2) for additional 1042-S, Foreign Person’s U.S.

For guidance in applying section information. Source Income Subject to
382 to loss corporations whose Withholding.Tax benefit rule. Section 847(8)
instruments were acquired by requires that if a corporation carries Line 29j. Refundable Credits from
Treasury under certain programs back net operating losses or capital Forms 3800 and 8827, Credit for
under the Emergency Economic losses that arise in years after a year Prior Year Minimum
Stabilization Act of 2008, see Notice in which a section 847 deduction was Tax—Corporations. If the
2010-2, 2010-2 I.R.B. 251. claimed, then the corporation must corporation elected to claim certain

If a corporation elects the recompute the tax benefit attributable unused research or minimum tax
alternative tax on qualifying shipping to the previously claimed section 847 credits instead of claiming any
activities under section 1354, no deduction taking into account the loss additional first-year special
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depreciation allowance for eligible Consolidated returns. subject to the dividends-received
property, see the instructions for Corporations filing a consolidated deduction under section 243(a)(1),
Forms 3800 and 8827. return should see Regulations 243(c), or 245(a). Generally,

sections 1.1502-13,1.1502-26, and debt-financed stock is stock that theEnter on line 29j the amounts from 1.1502-27 before completing corporation acquired by incurring aline 17c of Form 3800 and line 8c of Schedule C. debt (for example, it borrowed moneyForm 8827, if applicable. See the to buy the stock).Corporations filing a consolidatedinstructions for these forms. • Dividends received from a RIC onreturn must not report as dividends
Line 29k. Total payments. Add the debt-financed stock. The amount ofon Schedule A any amounts received
amounts on lines 29f through 29j and dividends eligible for thefrom corporations within the tax
enter the total on line 29k. dividends-received deduction isconsolidation group. Such dividends

limited by section 854(b). Theare eliminated in consolidation ratherBackup withholding. If the
corporation should receive a noticethan offset by the dividends-receivedcorporation had federal income tax
from the RIC specifying the amount ofdeduction.withheld from any payments it
dividends that qualify for thereceived because, for example, it Line 1, column (a). Enter dividends deduction.failed to give the payer its correct (except those received on

EIN, include the amount withheld in Line 3, columns (b) and (c).debt-financed stock acquired after
the total for line 29k. Write the Dividends received on debt-financedJuly 18, 1984 (see section 246A))
amount withheld and the words stock acquired after July 18, 1984,that are:
“Backup Withholding” in the blank are not entitled to the full 70% or 80%• Received from
space above line 29k. dividends-received deduction. Theless-than-20%-owned domestic

70% or 80% deduction is reduced bycorporations subject to income tax,Line 30. Estimated tax penalty.
a percentage that is related to theandGenerally, the corporation does not
amount of debt incurred to acquire• Qualified for the 70% deductionhave to file Form 2220 because the
the stock. See section 246A. Also,under section 243(a)(1).IRS can figure the penalty amount, if
see section 245(a) before making thisany, and bill the corporation. Also include on line 1 the following.
computation for an additionalHowever, even if the corporation • Taxable distributions from an
limitation that applies to dividendsdoes not owe the penalty, it must IC-DISC or former DISC that are
received from foreign corporations.complete and attach Form 2220 if: designated as eligible for the 70%
Attach a schedule showing how the• The annualized income or adjusted deduction and certain dividends of
amount on line 3, column (c), wasmethod is used, or Federal Home Loan Banks. See
figured.• The corporation is a large section 246(a)(2).

corporation (as defined in the • Dividends (except those received Line 4, column (a). Enter dividends
Instructions for Form 2220) on debt-financed stock acquired after received on preferred stock of a
computing its first required installment July 18, 1984) from a regulated less-than-20%-owned public utility
based on the prior year’s tax. investment company (RIC). The that is subject to income tax and is

amount of dividends eligible for the allowed the deduction provided inIf Form 2220 is attached, check
dividends-received deduction under section 247 for dividends paid.the box on line 30 and enter the
section 243 is limited by sectionamount of any penalty on that line. Line 5, column (a). Enter dividends854(b). The corporation shouldSee Estimated tax penalty on page 4. received on preferred stock of areceive a notice from the RIC

20%-or-more-owned public utility thatLine 33. Electronic deposit of tax specifying the amount of dividends
is subject to income tax and isrefund of $1 million or more. If the that qualify for the deduction.
allowed the deduction provided incorporation is due a refund of $1

Report so-called dividends or section 247 for dividends paid.million or more and wants it
earnings received from mutualelectronically deposited into its Line 6, column (a). Enter thesavings banks, etc., as interest. Dochecking or savings account at any U.S.-source portion of dividends that:not treat them as dividends.U.S. bank or other financial institution • Are received fromLine 2, column (a). Enter on line 2:instead of having a check sent to the

less-than-20%-owned foreign• Dividends (except those receivedcorporation, complete Form 8302 and
corporations, andon debt-financed stock acquired afterattach it to the corporation’s tax • Qualify for the 70% deductionJuly 18, 1984) that are received fromreturn.
under section 245(a). To qualify for20%-or-more-owned domestic
the 70% deduction, the corporationcorporations subject to income tax
must own at least 10% of the stock ofand that are subject to the 80%Schedule A—Dividend the foreign corporation by vote anddeduction under section 243(c), and
value.Income and • Taxable distributions from an

IC-DISC or former DISC that are Also include dividends receivedDividends-Received considered eligible for the 80% from a less-than-20%-owned FSC
deduction.Deduction that:

• Are attributable to income treatedFor purposes of the 20% ownership Line 3, column (a). Enter the
as effectively connected with thetest on lines 1 through 7, the following.
conduct of a trade or business withinpercentage of stock owned by the • Dividends received on
the United States (excluding foreigncorporation is based on voting power debt-financed stock acquired after
trade income), andand value of the stock. Preferred July 18, 1984, from domestic and

stock described in section 1504(a)(4) foreign corporations subject to • Qualify for the 70% deduction
is not taken into account. income tax that would otherwise be under 245(c)(1)(B).
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section 805(a)(4)(C). Corporations
taking this deduction are subject to
the provisions of section 1561. Do not

Worksheet for Schedule A, line 10 Keep for Your Records include dividends received from a life
insurance company.1. Refigure line 8, page 1, without any domestic production

activities deduction, any adjustment under section 1059, The 100% deduction does not
and without any capital loss carryback to the tax year under apply to affiliated group members that
section 1212(a)(1). Add this refigured line 8 amount to the are joining in the filing of a
amount on line 25, page 1. Subtract from that total the sum consolidated return.
of lines 9 through 18, page 1 . . . . . . . . . . . . . . . . . . . . . . Line 10, column (c). Limitation on

2. Complete line 13, column (c) and enter the total of that dividends-received deduction.
amount, line 9, column (c), and the portion of the deduction Generally, line 10 of column (c)
on line 8, column (c), that is attributable to dividends from cannot exceed the amount from the
FSCs that are attributable to foreign trade income . . . . . . . worksheet on this page. However, in

3. Subtract line 2 from line 1 . . . . . . . . . . . . . . . . . . . . . . . . . a year in which a loss from operations
4. Multiply line 3 by 80% . . . . . . . . . . . . . . . . . . . . . . . . . . . occurs, this limitation does not apply

even if the loss is created by the5. Add lines 2, 5, and 7, column (c); the portion of the
dividends-received deduction. Seededuction on line 8, column (c) that is attributable to wholly
sections 246(b) and 810.owned foreign subsidiaries; and the portion of the

deduction on line 3, column (c) that is attributable to Line 13, column (a). In general,
dividends received from 20%-or-more-owned corporations enter “100% dividends” as defined in

6. Enter the smaller of line 4 or line 5. If line 5 is greater than section 805(a)(4)(C). That is, in
line 4, stop here and enter the amount from line 6 on line general, enter dividends that qualify
10, column (c), and do not complete the rest of the for the 100% dividends-received
worksheet . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . deduction under sections 243, 244,

7. Enter the total amount of dividends from and 245(b), and were not reported on
20%-or-more-owned corporations that are included on lines line 8 or 9 because they were (a) not
2, 3, 5, and 7, column (a), and the portion of the deduction distributed out of tax-exempt interest
on line 8, column (a), that is attributable to wholly owned or out of dividends that do not qualify
subsidiaries . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . as 100% dividends or (b) paid by a

8. Subtract line 7 from line 3 . . . . . . . . . . . . . . . . . . . . . . . . . life insurance company.
9. Multiply line 8 by 70% . . . . . . . . . . . . . . . . . . . . . . . . . . . Note. Certain dividends received by
10. Subtract line 5 above from line 10 of column (c) . . . . . . . . a foreign corporation are not subject
11. Enter the smaller of line 9 or line 10 . . . . . . . . . . . . . . . . . to proration. Attach a schedule
12. Dividends-received deduction after limitation (section showing computations.

246(b)). Add lines 6 and 11. Enter the result here and on Line 14, column (a). Include the
line 10, column (c) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . following.

1. Enter foreign dividends not
reportable on lines 3, 6, 7, or 8, of
column (a). Include on line 14 the

Line 7, column (a). Enter the paid out of the earnings and profits of corporation’s share of distributions
U.S.-source portion of dividends that: a foreign corporation for a tax year from a section 1291 fund from Form
• Are received from during which: 8621, Part IV, line 10a or line 10e, to
20%-or-more-owned foreign • All of its outstanding stock is the extent that the amounts are taxed
corporations, and directly or indirectly owned by the as dividends under section 301. See
• Qualify for the 80% deduction domestic corporation receiving the the instructions for Form 8621.
under section 245(a). dividends, and 2. Income constructively received

• All of its gross income from all from CFCs under subpart F. ThisAlso include dividends received
sources is effectively connected with amount should equal the total subpartfrom a 20%-or-more-owned FSC that:
the conduct of a trade or business F income reported on Schedule I,• Are attributable to income treated
within the United States. Form 5471, Information Return ofas effectively connected with the

U.S. Persons With Respect to Certainconduct of a trade or business within Do not include dividends received
Foreign Corporations.the United States (excluding foreign from a life insurance company.

3. Gross-up of dividends for taxestrade income), and Also, include on line 8, column (a), deemed paid under sections 902 and• Qualify for the 80% deduction dividends from FSCs that are 960.under section 245(c)(1)(B). attributable to foreign trade income 4. Dividends (other than capital
Line 8, column (a). Enter dividends and that are eligible for the 100% gain distributions reported on
received from wholly owned foreign deduction provided in section Schedule D (Form 1120) and
subsidiaries that are eligible for the 245(c)(1)(A). exempt-interest dividends) that are
100% deduction under section 245(b) Line 9, column (a). Enter only those received from RICs and that are not
but that do not qualify as “100% dividends that qualify under section subject to the 70% deduction.
dividends” under section 243(b) for the 100% dividends- 5. Dividends from tax-exempt
805(a)(4)(C). received deduction described in organizations.

In general, the deduction under section 243(a)(3) but that do not 6. Dividends (other than capital
section 245(b) applies to dividends qualify as “100% dividends” under gain distributions) received from a
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REIT that, for the tax year of the trust  For bonds (as defined in section 805(a)(4)(F). Generally, this applies
171(d)) issued after September 27, to contracts issued after June 8,in which the dividends are paid,
1985, the appropriate amount of 1997, in tax years ending after thatqualifies under sections 856 through
amortization of premium must be date. However, it also applies to860.
determined using the yield to maturity contracts issued prior to June 9,7. Dividends not eligible for a
method described in section 1997, that have been subject to adividends-received deduction, which
171(b)(3). Market discount is not material increase in death benefits orinclude the following.
required to be accrued under section other material change. See sectiona. Dividends received on any
811(b). Attach a statement showing 1084(d) of the Taxpayer Relief Act ofshare of stock held for less than 46
the method and computation used. 1997.days during the 91-day period

beginning 45 days before the Note. The Small Business Job See Rev. Proc. 2007-61 for a safe
ex-dividend date. When counting the Protection Act of 1996 repealed harbor related to certain life insurance
number of days the corporation held section 133, which provided for the contracts described in section
the stock, you cannot count certain 50% interest income exclusion with 264(f)(4).
days during which the corporation’s respect to ESOP loans. The Act also Line 12. 100% qualifying dividends.risk of loss was diminished. See repealed section 812(g), which Enter the total amount of dividends ifsection 246(c)(4) and Regulations provided for the exclusion of interest the percentage used to determine theincome from ESOP loans forsection 1.246-5 for more details. deduction allowable under sectionscompany/policyholder proration. Theb. Dividends attributable to 243, 244, and 245(b) is 100%. Do notrepeal of these exclusions is effectiveperiods totaling more than 366 days include dividends to the extent theyfor ESOP loans made after Augustthat the corporation received on any are funded with tax-exempt interest or20, 1996. See Act section 1602 forshare of preferred stock held for less dividends that would not qualify asspecial rules for binding contractthan 91 days during the 181-day 100% dividends in the hands of theagreements in effect prior to June 10,period that began 90 days before the corporation. See section 812(e).1996, and certain refinancings madeex-dividend date. When counting the

Note. Multi-tiered corporateafter August 20, 1996.number of days the corporation held
arrangements cannot be used tothe stock, you cannot count certain Line 3. Gross rents. Enter the change the character of thedays during which the corporation’s gross rents received or accrued tax-exempt interest income andrisk of loss was diminished. See during the tax year. Related dividends received in an attempt tosection 246(c)(4) and Regulations expenses, such as repairs, taxes, and avoid exclusion.section 1.246-5 for more details. depreciation, should be reported as

Preferred dividends attributable to “Other deductions” on line 18, page 1.
periods totaling less than 367 days

Line 4. Gross royalties. Enter the Schedule F—Increaseare subject to the 46-day holding
gross royalties received or accruedperiod rule above. (Decrease) in Reservesduring the tax year. Report thec. Dividends on any share of stock depletion deduction on line 18, page and Company/to the extent the corporation is under 1.an obligation (including a short sale) Policyholder ShareLine 5. Leases, terminations, etc.to make related payments with
Enter the gross income received fromrespect to positions in substantially Percentage
entering into, altering, or terminatingsimilar or related property. Note. Attach a statement to the tax
any lease, mortgage, or other8. Any other taxable dividend return that reconciles lines 1 through
instrument from which the corporationincome not properly reported above. 6 of Schedule F to the annual
derives interest, rents, or royalties. statement used to prepare the tax

return. If the annual statement usedLine 6. Excess of net short-term
to prepare the tax return is differentcapital gain over net long-term
than the NAIC annual statement filedcapital loss. See the instructions forSchedule B—Gross
with the state of domicile, include aline 5, page 1, on page 8, for aInvestment Income separate reconciliation of lines 1definition of capital assets.
through 6 of Schedule F to the annualLine 1. Interest. Enter the total Line 7. Gross income from a trade
statement filed with the state oftaxable interest received or accrued or business other than insurance.
domicile.during the tax year, less any Enter the gross income from a trade

amortization of premium, plus any or business (other than insurance Schedule F is used to figure:
accrual of discount required by carried on by the life insurance 1. The company’s share
section 811(b). Generally, the company or by a partnership of which percentage used in determining the
appropriate amortization of premium the life insurance company is a company’s share of the dividends-
and accrual of discount for the tax partner). Include section 1245, received deduction under section
year on bonds, notes, debentures, or section 1250, and other ordinary 805(a)(4);
other evidence of indebtedness held gains on assets used in a 2. The policyholders’ share
by a life insurance company should noninsurance business from Form percentage used in determining the
be determined: 4797. Report expenses related to any policyholders’ share of tax-exempt

trade or business other than1. Under the method regularly interest for determining the increase
insurance on line 18, page 1.employed by the company, if or decrease in reserves under section

reasonable, and Line 10. The increase in policy 807 (and the increase in policy cash
2. In all other cases, under the cash value of section 264(f) value of section 264(f) policies as

regulations. policies as defined in section defined in section 805(a)(4)(F)); and
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3. To determine if, under section Section 846 provides that the year. The election will not apply to
807, certain reserves decreased or amount of the discounted unpaid any international or reinsurance line
increased for the tax year. A net losses must be figured separately by of business. If the corporation makes
decrease will be includible in gross each line of business (multiple peril this election, check the “Yes” column
income, while a net increase will be a lines must be treated as a single line for question 9 in Schedule M, Other
deduction in computing LICTI. of business) and by each accident Information. For more information,

year and must be equal to the see section 846(e), Regulations
The net increase or net decrease present value of those losses section 1.846-2, and Rev. Proc.

in reserves is figured by comparing determined by using the: 92-76, 1992-2 C.B. 453.
the opening balance for reserves to 1. Amount of the undiscounted Section 807(d)(4)(A)(ii) permits anthe closing balance for reserves unpaid losses, election to recompute the federalreduced by the policyholders’ share 2. Applicable interest rate, and interest rate every 5 years. Inof tax-exempt interest (and the 3. Applicable loss payment general, a life insurance companyincrease in policy cash value of pattern. would apply the greater of the AFIRsection 264(f) policies as defined in

or the prevailing SAIR for thesection 805(a)(4)(F)). Special rules apply with respect to calendar year in which the contract is
unpaid losses related to disabilityReserve adjustments are not issued and the following 4 calendar
insurance (other than credit disabilitytreated as interest expenses for years. In the 5th calendar year after
insurance), noncancelable accidentallocation purposes under section the calendar year in which the
and health insurance, cancelable864(c). See section 818(f). contract was issued, the life
accident and health insurance, and to insurance company would beginThere are special rules for the international and reinsurance using the AFIR in effect for that 5thcomputing reserves of unearned lines of business. With regard to the calendar year or the prevailing SAIRpremiums of certain nonlife contracts. special rules for discounting unpaid for the calendar year in which theSee section 807(e)(7)(A). losses on accident and health contract was issued, whichever isNote. If the basis for determining the insurance (other than disability greater. This rate would then remainamount of any item referred to in income insurance), unpaid losses are in effect for the 4 subsequent years.section 807(c) (life insurance assumed to be paid in the middle of For each subsequent 5-year period, areserves, etc.) at the end of the tax the year following the accident year. similar recomputation would beyear differs from the basis for the Generally, the amount of required. Once made, the election isdetermination at the beginning of the undiscounted unpaid losses means effective for contracts issued duringtax year, see section 807(f). the unpaid losses shown in the that calendar year and any

Line 1. Life insurance reserves. annual statement. The amount of subsequent years, and may only be
For rules on how to compute life discounted unpaid losses with revoked with the consent of the IRS.
insurance reserves, see sections respect to any line of business for an Line 3. Supplementary contracts.807(d) and (e). Section 807(d)(2)(B) accident year cannot exceed the total Enter the amount (discounted at theprovides that the interest rate used to amount of unpaid losses with respect appropriate rate of interest)compute life insurance reserves is the to any line of business for an accident necessary to satisfy the obligationsgreater of the applicable federal year as reported on the annual under insurance and annuityinterest rate (AFIR) or the prevailing statement. contracts, but only if the obligationsstate assumed interest rate (SAIR). The applicable interest rate for do not involve (at the time theThe applicable rates for tax years each calendar year and the computation is made) life, accident,beginning in 2011 will be published in applicable loss payment patterns for or health contingencies.the Internal Revenue Bulletin when each accident year for each line of

For this item, the appropriate rateavailable. The applicable rates for tax business are determined by the IRS.
of interest is the higher of theyears beginning in 2010 are The applicable interest rate and loss
prevailing SAIR at the time thepublished in Rev. Rul. 2011-23, payment patterns for tax years
obligation first did not involve life,2011-43 I.R.B. 585. For modified beginning in 2011 are published in
accident, or health contingencies orguaranteed contracts described in Rev. Proc. 2011-53, 2011-46 I.R.B.
the rate of interest assumed by thesection 817A, see Regulations 749. The applicable interest rate and
corporation (at that time) insection 1.817A-1. loss payment patterns for 2009 and
determining the guaranteed benefit.Note. A change in a life insurance 2010 are published in Rev. Proc.
However, the amount of any contractcompany’s computation of existing 2009-55, 2009-52 I.R.B. 982, and
may not be less than the netlife insurance reserves for annuity Rev. Proc. 2010-49, 2010-50 I.R.B.
surrender value of the contract.contracts to take into account specific 830, respectively.

factors issued by the NAIC is a Line 4. Dividend accumulationsCorporations having sufficient
change in basis subject to section and other amounts. Enter the totalhistorical experience to determine a
807(f). See Rev. Rul. 2002-6, 2002-6 dividend accumulations and otherloss payment pattern may, under
I.R.B. 460. amounts held at interest incertain circumstances, elect under

connection with insurance andLine 2. Unearned premiums and section 846(e) to use their own
annuity contracts.unpaid losses. For purposes of historical experience (instead of the

sections 807 and 805(a)(1), the loss payment patterns determined by Line 5. Advance premiums. Enter
amount of the unpaid losses (other the IRS). If this election is made, the the total premiums received in
than losses on life insurance loss payment patterns will be based advance and liabilities for premium
contracts) must be the amount of the on the most recent calendar year for deposit funds. See section
discounted unpaid losses determined which an annual statement was filed 807(e)(7)(A) for special rules for
under section 846. before the beginning of the accident treatment of certain nonlife reserves.
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Line 6. Special contingency reduces the premium otherwise • Fees,
reserves. Enter the total reasonable required to be paid, is treated as paid • Assessments,
special contingency reserves under to and returned by the policyholder to • Amounts that the insurance
contracts of group term life insurance the company as a premium. Include company charges itself representing
or group accident and health these amounts in income on line 1, premiums with respect to benefits for
insurance, which are established and page 1. its employees (including full-time
maintained for the provision of insurance salesmen treated asLine 18b. Excess interest  means
insurance on retired lives, premium employees under sectionany amount in the nature of interest:
stabilization, or for a combination 7701(a)(20)), and• Paid or credited to policyholders in
thereof. • The value of a new contract issuedtheir capacity as such and

in an exchange described inLine 8. Increase (decrease) in • In excess of interest determined at
Regulations section 1.848-2(c)(2) orreserves. In figuring the amount on the prevailing SAIR for such contract.
(3).line 8, any decrease in reserves must Line 18c. Premium adjustment 
Line 2. Return premiums andbe computed without any reduction of means any reduction in the premium
premiums and other considerationthe closing balance of section 807 under an insurance or annuity
incurred for reinsurance. Forreserves by the policyholders’ share contract which (except for the
purposes of section 848(d)(1)(B) andof tax-exempt interest. reduction) would have been required
Regulations section 1.848-2(e), returnNote. In figuring the company’s and to be paid under the contract.
premiums means amounts (otherpolicyholders’ share percentages, Line 18d. Experience-rated refund than policyholder dividends or claimscarry the computations to enough means any refund or credit based on and benefit payments) returned ordecimal places to ensure substantial the experience of the contract or credited to the policyholder. Seeaccuracy and to eliminate any group involved. Regulations sections 1.848-2(f) andsignificant error in the resulting tax.

Line 28. Multiply gross investment 1.848-3 for how to treat amounts
Lines 9 and 12. Do not include any income (line 9) by 90% or, in the case returned to another insurance
of the interest income received on an of gross investment income related to company under a reinsurance
ESOP loan made prior to August 21, assets held in segregated asset agreement.
1996. For binding contract and accounts under variable contracts, by Line 5. The entries in columns 5(a),refinancing rules, see section 1602 of 95%. Enter the result on line 28. (b), or (c) may be positive orthe Small Business Job Protection negative.Act of 1996.

Line 6. If the sum of columns 5(a),Schedule G—PolicyLine 12. If there is an increase in (b), and (c) is negative, enter this
reserves, enter the amount from page negative amount on line 6 and enterAcquisition Expenses1, line 8. If there is a decrease in -0- on lines 7 and 8. The result is aFor purposes of section 848(b), all lifereserves, see the instructions for line negative capitalization amount underinsurance company members of the2, page 1. section 848(f).same controlled group are treated asLine 13. Do not include the exempt Line 9. General deductions. Theseone company. Any deductionportion of any of the interest income are deductions under sections 161determined for the group must bereceived on an ESOP loan made through 198, relating to itemizedallocated among the life insuranceprior to August 21,1996. For binding deductions, and sections 401 throughcompanies in the group in such acontract and refinancing rules, see 424, relating to pension,manner as the IRS may prescribe.section 1602 of the Small Business profit-sharing, stock bonus plans, etc.Note. Policy acquisition expensesJob Protection Act of 1996. Also, include on this line cedingfor an annuity or life insuranceLine 16. In computing the amount commissions incurred for thecontract that includes a qualifiedentered on line 16, any decrease in reinsurance of a specified insurancelong-term care insurance contract asreserves must be figured without any contract. Do not include amortizationpart of, or as a rider on, the annuity orreduction of the closing balance of deductions of specified policylife insurance contract, must besection 807 reserve items by the acquisition expenses under sectionscapitalized at the rate of 7.7 percentpolicyholders’ share of tax-exempt 848(a) or (b). Skip line 9 if theof the net premiums. See sectioninterest. corporation has elected out of the848(e)(6) for more information.

general deductions limitation. SeeLine 18a. A policyholder dividend is
Line 1. Gross premiums and other Regulations section 1.848-2(g)(8).any dividend or similar distribution to
consideration. Generally, grosspolicyholders in their capacity as Note. If interest expense is included
premiums and other consideration issuch. on line 9, do not also include it on
the total of: page 1, line 15a.Enter on line 18a policyholder 1. All premiums and otherdividends paid or credited (including Line 13. Unamortized specifiedconsideration (other than amounts onan increase in benefits) where the policy acquisition expenses fromreinsurance agreements) andamount is not fixed in the contract but prior years. Enter the balance of2. Net positive consideration fordepends on the corporation’s unamortized specified policyany reinsurance agreement (seeexperience or management’s acquisition expenses from prior yearsRegulations section 1.848-2(b)).discretion. as of the beginning of the tax year.

See section 848(f)(1)(B).Also, under section 808(e), any Also include on this line:
policyholder dividend which (a) • Advanced premiums, Line 16. Phase-out amount. The
increases either the cash surrender • Amounts in a premium deposit fund amount of amortization for members
value of the contract or other benefits or similar account, as permitted by of a controlled group and the
payable under the contract or (b) Regulations section 1.848-2(b)(3), phase-out of the group’s specified
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policy acquisition expenses under regarding the valuation of assets, see had a balance as of December 31,
section 848(b) must be allocated to the instructions for Schedule L, Part I. 1983.
each member in proportion to that Amounts subtracted from the PSA
member’s specified policy acquisition for a tax year are added to LICTI and
expenses for the tax year. Schedule I—Limitation are subject to tax under section 801.

Line 8. If the balance at the end ofon Noninsurance Losses
the preceding tax year differs fromSection 806(b)(3)(C) provides that, inSchedule H—Small Life the balance at the beginning of thecomputing LICTI, any loss from current tax year (for example, due toInsurance Company noninsurance business (defined section 815(d)(5) as in effect prior toabove in the instructions for ScheduleDeduction the Act of 1984), attach a scheduleH) is limited to the smaller of: showing the adjustments made. PriorTo qualify for the small life insurance • 35% of the loss or to the Act of 1984, section 815(d)(5)company deduction, a life insurance • 35% of LICTI (computed by provided that, if any addition to thecompany must have less than: excluding any noninsurance loss PSA increases or creates a loss from• $15 million of tentative LICTI and included in arriving at LICTI on line operations and part or all of the loss• $500 million in assets. 24, page 1). cannot be used in any other year to

The deduction for qualifying small For more information on either the reduce LICTI, then the loss will
life insurance companies is 60% of computation of the allowable loss reduce the PSA at the time that the
the first $3 million of tentative LICTI deduction or on applicable carryback addition was made. In this case, the
for the tax year. If tentative LICTI provisions, see section 1503(c). beginning balance of the PSA must
exceeds $3 million, the deduction is be adjusted before any subtractions
phased out. The reduction in the for the current tax year are made.
deduction is equal to 15% of the Schedule J Line 9b. To figure the tax increasetentative LICTI for the tax year that

due to the amount entered on line 9a:exceeds $3 million. Part I—Shareholders 1. Subtract the corporation’s tax
In computing the small life Surplus Account rate from 100%,

insurance company deduction, all life 2. Divide the distributions on lineAny stock life insurance company that
insurance company members of the 9a by the result of step 1,had a policyholders surplus account
same controlled group are treated as 3. Subtract the amount on line 9a(PSA) on December 31, 1983, will
one company. Any small life from the result of step 2, andcontinue to maintain a shareholders
insurance company deduction 4. Enter the result of step 3 on linesurplus account (SSA). See section
determined for the group must be 9b.815(c)(1) for more information.
allocated among the life insurance

Line 2d. Do not include the increasecompanies in the group in proportion Line 9c. To figure the amount to
in cash value for section 264(f)to their respective tentative LICTIs. enter on line 9c:
policies. 1. Determine the total amount toDo not include any items from
Line 4. In figuring the tax liability on be subtracted from the PSA undernoninsurance businesses when
line 4, adjustments must be made for sections 815(d)(1) and 815(d)(4) as infiguring tentative LICTI for purposes
any year in which the alternative effect prior to the Act of 1984 (do thisof computing the small life insurance
minimum tax is imposed or the only after the amounts on lines 9acompany deduction.
minimum credit has been taken. and 9b are subtracted from the

Noninsurance business generally beginning balance in the PSA),Line 6. Enter all amounts treatedmeans any activity which is not an 2. Add 100% to the corporation’sunder section 815 as distributions toinsurance business. However, under tax rate,shareholders.section 806(b)(3)(B), any activity 3. Divide the result of step 1 by
Any distribution to shareholders iswhich is not an insurance business the result of step 2, and

treated as having been made first outshall be treated as an insurance 4. Enter the result of step 3 on line
of the SSA, to the extent thereof.business if: 9c. The amount entered on line 9c

1. It is of a type traditionally must be added to the SSA at thePart II—Policyholderscarried on by life insurance beginning of the next tax year.
Surplus Accountcompanies for investment purposes,

Line 9d. Subtract the result of stepbut only if the carrying on of the Any stock life insurance company that
3, line 9c, from the result of step 1,activity (other than real estate) does had an existing policyholders surplus
line 9c. Enter the result on line 9d.not constitute the active conduct of a account (PSA) on December 31,

trade or business or 1983, will continue to maintain the Line 9e. Enter the total amount to
2. It involves the performance of account. See section 815(d)(1). While be subtracted from the PSA under

administrative services in connection no additions can be made to this section 815(d)(2) as in effect prior to
with plans providing life insurance, account, it must be decreased by the Act of 1984. At that time, section
pension, or accident and health amounts specified in section 815(d)(2) provided that if, for any tax
benefits. 815(d)(3). Also, section 815(f) year, a corporation was not an

provides that, in general, the insurance company, or if for any 2
For the assets test, the assets of provisions of subsections (d), (e), (f), successive tax years a corporation

all members of a controlled group, as and (g) of section 815 as in effect was not a life insurance company,
defined in section 806(c)(3), must be before the enactment of the Tax then any balance remaining in the
included, whether or not they are life Reform Act of 1984 (“Act of 1984”) PSA at the end of the last tax year
insurance companies. For information continue to apply for any PSA that that the corporation was a life
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insurance company must be included in taxes due under section 1291(c)(2) Credit, line 30. Also include on line 5b
in taxable income for that tax year. in the total for line 2. On the dotted any credits from Form 5735,

line to the left of line 2, enter “Section American Samoa Economic
1291” and the amount. Development Credit. See the

Instructions for Form 5735.Schedule K—Tax Do not include on line 2 any
Line 5c. General business credit.interest due under section 1291(c)(3).Computation
Enter on line 5c the corporation’sInstead, show the amount of interest

Line 1. If the corporation is a allowable credit from Form 3800, Partowed in the bottom margin of page 1,
member of a controlled group, check II, line 38.Form 1120-L, and enter “Section
the box on line 1. Complete and 1291 interest.” See the instructions The corporation is required to file
attach Schedule O (Form 1120), for Form 8621, line 11f. Form 3800 to claim most business
Consent Plan and Apportionment credits. See the instructions for FormAdditional tax under section
Schedule for a Controlled Group. 3800 for exceptions. For a list of197(f). A corporation that elects to
Component members of a controlled allowable credits, see Form 3800.pay tax on the gain from the sale of
group must use Schedule O (Form Also, see the applicable credit forman intangible under the related
1120) to report the apportionment of and its instructions.person exception to the anti-churning
taxable income, income tax, and rules should include any additional Line 5d. Credit for prior yearcertain tax benefits between the tax due under section 197(f)(9)(B) in minimum tax. To figure themembers of the group. See Schedule the total for line 2. On the dotted line minimum tax credit and anyO (Form 1120) and the instructions next to line 2, enter “Section 197” and carryforward of that credit, use Formfor Schedule O for more information. the amount. 8827.
Line 2. If the corporation is a Line 3. Alternative minimum tax Line 5e. Bond credits from Formmember of a controlled group, and is (AMT). 8912. Enter the allowable creditsfiling Schedule O (Form 1120), enter

from Form 8912, Credit to Holders ofthe corporation’s tax from Part III of A corporation that is not a
Tax Credit Bonds, line 12.Schedule O. small corporation exempt from
Line 8. Foreign corporations. Athe AMT may be required toCAUTION

!
Most corporations that are not foreign corporation carrying on a lifefile Form 4626, Alternative Minimummembers of a controlled group and insurance business in the UnitedTax—Corporations, if it claimsare not filing a consolidated return States is taxed as a domestic lifecertain credits, even though it doesfigure their tax by using the Tax Rate insurance company on its incomenot owe any AMT. See Form 4626 forSchedule below. effectively connected with thedetails.

Tax Rate Schedule conduct of a trade or business in theUnless the corporation is treated United States (see sections 864(c)
If taxable income on line 27, page 1 is: as a small corporation exempt from and 897 for definition).the AMT, it may owe the AMT if it has

Of the Generally, any other U.S.-sourceany of the adjustments and tax
But not amount income received by the foreignpreference items listed on FormOver — over — Tax is: over —

corporation is taxed at 30% (or at a4626. A life insurance company must
$0 $50,000 15% $0 lower treaty rate) under section 881.file Form 4626 if its LICTI before the

50,000 75,000 $ 7,500 + 25% 50,000 If the corporation has this income,operations loss deduction, combined
75,000 100,000 13,750 + 34% 75,000 attach a schedule showing the kindwith these adjustments and tax100,000 335,000 22,250 + 39% 100,000 and amount of income, the tax rate,preference items, is more than the335,000 10,000,000 113,900 + 34% 335,000

and the amount of tax. Enter the tax10,000,000 15,000,000 3,400,000 + 35% 10,000,000 smaller of $40,000 or the life
15,000,000 18,333,333 5,150,000 + 38% 15,000,000 on line 8. However, see Reduction ofinsurance company’s allowable
18,333,333 - - - - - 35% 0 section 881 tax below.exemption amount (from Form 4626).

For this purpose, taxable income Note. Interest received from certain
Note. Gain recognized by a life does not include the operations loss portfolio debt investments that were
insurance company from the deduction. issued after July 18, 1984, is not
redemption of market discount bonds subject to the tax. See section 881(c).See Form 4626, for definitions andissued before July 19, 1984, and details on how to figure the tax. See section 842 for moreacquired on or before September 25, information.Note. See section 56(g)(4)(B)(ii) for1985, is taxed at a rate of 31.6% only

special rules for life insurance Minimum effectively connectedif it is less than the tax that otherwise
companies for the computation of investment income. See sectionwould be imposed. See section
adjusted current earnings. 842(b) and Notice 89-96, 1989-2 C.B.1011(d) of the Tax Reform Act of

417, for the general rules for1986 as amended by the Technical Line 5a. Foreign tax credit. To find
computing this amount. Also, seeand Miscellaneous Revenue Act of out if a corporation can take this
Rev. Proc. 2011-45, 2011-39 I.R.B.1988. On the dotted line to the left of credit for payment of income tax to a
449, for the domestic asset/liabilityline 2, write “Tax differential rate of foreign country or U.S. possession,
percentages and domestic yields31.6% used” and the amount. see Form 1118, Foreign Tax
needed to compute this amount.Credit—Corporations.Deferred tax under section 1291.

Any additional income required byIf the corporation was a shareholder Line 5b. Credit from Form 8834,
section 842(b) must be included inin a passive foreign investment line 30. Enter any qualified electric
LICTI (for example, line 7, page 1).company (PFIC) and received an vehicle passive activity credits from

excess distribution or disposed of its prior years allowed for the current Reduction of section 881 tax.
investment in the PFIC during the year from Form 8834, Qualified Additional taxes resulting from the net
year, it must include the total increase Plug-In Electric and Electric Vehicle investment income adjustment may
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offset a corporation’s section 881 tax • Recapture of new markets credit Part II—Total Assets and
(see Form 8874, New Marketson U.S.-source income. The tax Total Insurance LiabilitiesCredit).reduction is determined by multiplying

Foreign life insurance companies• Recapture of employer-providedthe section 881 tax by the ratio of the
must maintain a minimum surplus ofchildcare facilities and services creditamount of income adjustment to
U.S. assets over their U.S. insurance(see Form 8882, Credit forincome subject to the section 881 tax,
liabilities. The minimum requiredEmployer-Provided Childcarecomputed without the exclusion for
surplus is determined by multiplyingFacilities and Services).interest on state and local bonds or
their U.S. insurance liabilities by a• Interest on deferred tax attributableincome exempted from taxation by
percentage determined by the IRS.to certain nondealer installmenttreaty (section 842(c)(2)). Attach a
The IRS determines the percentageobligations (section 453A(c)).statement showing how the reduction
from data supplied by domestic life• Interest due on deferred gainof section 881 tax was figured. Enter
insurance companies in Schedule L,(section 1260(b)).the net tax imposed by section 881
Part II. See section 842.on line 8. How to report.  If the corporation For Schedule L, total insurance

checked the “Other” box, attach aNote. Section 842(c)(1) requires that liabilities means the sum of the
schedule showing the computation offoreign life insurance companies following amounts as of the end of
each item included in the total for linemake the investment income the tax year:
9 and identify the applicable Codeadjustment before claiming a small

1. Total reserves as defined insection and the type of tax or interest.life insurance company deduction.
section 816(c); plus

Line 10. Total tax. Include anyLine 9. Other taxes. Include any of 2. The items referred to indeferred tax on the termination of athe following taxes and interest in the paragraphs (3), (4), (5), and (6) ofsection 1294 election applicable tototal on line 9. Check the appropriate section 807(c), to the extent suchshareholders in a qualified electingbox(es) for the form, if any, used to amounts are not included in totalfund in the amount entered on linefigure the total. reserves.10. See Form 8621, Part V, line 7,
Foreign life insurance companies,Recapture of investment credit. and How to report, below.

see Notice 89-96 for more informationIf the corporation disposed of
Subtract any deferred tax on the on determining total insuranceinvestment credit property or changed

corporation’s share of undistributed liabilities on U.S. business.its use before the end of its useful life
earnings of a qualified electing fundor recovery period, it may owe tax.
(see Form 8621, Part II, line 4c).See Form 4255, Recapture of

Schedule M—OtherInvestment Credit. How to report. Attach a schedule
showing the computation of each item InformationRecapture of low-income
included in, or subtracted from, thehousing credit. If the corporation Complete the items that apply to the
total for line 10. On the dotted linedisposed of property (or there was a corporation.
next to line 10, specify (a) thereduction in the qualified basis of the Question 6. Check the “Yes” box if:applicable Code section, (b) the typeproperty) for which it took the • The corporation is a subsidiary inof tax, and (c) the amount of tax.low-income housing credit, it may an affiliated group (defined below),

owe a tax. See Form 8611, but is not filing a consolidated return
Recapture of Low-Income Housing for the tax year with that group, or
Credit. Schedule L • The corporation is a subsidiary in a

All filers must complete Parts I and II parent-subsidiary controlled group.Alternative tax on qualifying
of Schedule L. For a definition of a parent-subsidiaryshipping activities. Enter any

controlled group, see the instructionsalternative tax on qualifying shipping Note. Foreign life insurance for Schedule O (Form 1120).activities from Form 8902. Check the companies should report assets and
“Other” box and attach Form 8902. Any corporation that meets eitherinsurance liabilities for their U.S.

of the requirements above shouldbusiness only.Other. Additional taxes and check the “Yes” box. This appliesinterest amounts can be included in even if the corporation is a subsidiaryPart I—Total Assetsthe total entered on line 9. Check the member of one group and the parentbox for “Other” if the corporation For Schedule L, assets means all corporation of another.includes any additional taxes and assets of the corporation. In valuing
Note. If the corporation is aninterest such as the items discussed real property and stocks, use fair
“excluded member” of a controlledbelow. See How to report below for market value; for other assets, use
group (see definition in thedetails on reporting these amounts on the adjusted basis as determined
Instructions for Schedule O (Forman attached schedule. under section 1011 and related
1120)), it is still considered a member• Recapture of Indian employment sections, without regard to section
of a controlled group for this purpose.credit. Generally, if an employer 818(c). An interest in a partnership or

terminates the employment of a trust is not itself treated as an asset Affiliated group. An affiliated group
qualified employee less than 1 year of the corporation. Instead, the is one or more chains of includible
after the date of initial employment, corporation is treated as actually corporations (section 1504(a))
any Indian employment credit allowed owning its proportionate share of the connected through stock ownership
for a prior tax year because of wages assets held by the partnership or with a common parent corporation.
paid or incurred to that employee trust. The value of the corporation’s The common parent must be an
must be recaptured. For details, see share of these assets should be listed includible corporation and the
Form 8845 and section 45A. on line 3. following requirements must be met.
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1. The common parent must own Foreign person. The term “foreign described in Temporary Regulations
directly stock that represents at least person” means: section 301.9100-12T. Once made,
80% of the total voting power and at • A foreign citizen or nonresident the election is irrevocable.
least 80% of the total value of the alien, Corporations filing a consolidatedstock of at least one of the other • An individual who is a citizen of a return that elect to waive the entireincludible corporations. U.S. possession (but who is not a carryback period for the group must2. Stock that represents at least U.S. citizen or resident), also attach the statement required by80% of the total voting power and at • A foreign partnership, Regulations section 1.1502-21(b)(3)least 80% of the total value of the • A foreign corporation, or the election will not be valid.stock of each of the other • Any foreign estate or trust within

Item 13. Enter the amount of thecorporations (except for the common the meaning of section 7701(a)(31),
operations loss carryover to the taxparent) must be owned directly by or
year from prior years, even if some ofone or more of the other includible • A foreign government (or one of its
the loss is used to offset income oncorporations. agencies or instrumentalities) to the
this return. The amount to enter is theextent that it is engaged in the
total of all operating losses generatedFor this purpose, “stock” generally conduct of a commercial activity as
in prior years but not used to offsetdoes not include any stock that (a) is described in section 892.
income (either as a carryback ornonvoting, (b) is nonconvertible, (c) is Owner’s country. For individuals,
carryover) in a tax year prior to 2011.limited and preferred as to dividends the term “owner’s country” means the
Do not reduce the amount by anyand does not participate significantly country of residence. For all others, it
OLD reported on line 21b.in corporate growth, and (d) has is the country where incorporated,

redemption and liquidation rights that organized, created, or administered. Item 14. Complete Item 14 to
do not exceed the issue price of the Requirement to file Form 5472. If identify the state where the annual
stock (except for a reasonable the corporation checked “Yes” to statement used to prepare the tax
redemption or liquidation premium). Question 8, it may have to file Form return was filed.
See section 1504(a)(4). 5472. Generally, a 25% Question 15. A corporation that filesforeign-owned corporation that had aQuestion 8. Check the “Yes” box if Form 1120-L must file Schedule UTPreportable transaction with a foreignone foreign person owned at least (Form 1120) with its income taxor domestic related party during the25% of (a) the total voting power of return if:tax year must file Form 5472,all classes of stock of the corporation • The corporation has assets thatInformation Return of a 25%entitled to vote, or (b) the total value equal or exceed $100 million;Foreign-Owned U.S. Corporation or aof all classes of stock of the • The corporation or a related partyForeign Corporation Engaged in acorporation. issued audited financial statementsU.S. Trade or Business (Under reporting all or a portion of aThe constructive ownership rules Sections 6038A and 6038C of the corporation’s operations for all or aof section 318 apply in determining if Internal Revenue Code). portion of the corporation’s tax year;a corporation is foreign owned. See

See Form 5472 for filing andsection 6038A(c)(5) and the related
instructions and penalties for failure • The corporation has one or moreregulations.
to file. tax positions that must be reported on

Enter on line 8a the percentage Item 12. If the corporation has an Schedule UTP.
owned by the foreign person operations loss deduction (OLD), it Attach Schedule UTP to thespecified in question 8. On line 8b, generally may elect under section corporation’s income tax return. Dowrite the name of the owner’s 810(b)(3) to waive the entire not file it separately. A taxpayer thatcountry. carryback period for the OLD and files a protective Form 1120-L mustNote. If there is more than one instead carry the OLD forward to also file Schedule UTP if it satisfies25%-or-more foreign owner, complete future tax years. To do so, check the the requirements set forth above.lines 8a and 8b for the foreign person box on line 12 and file the tax return
with the highest percentage of by its due date, including extensions. For details, see the Instructions for
ownership. Do not attach the statement Schedule UTP.
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Paperwork Reduction Act Notice. We ask for the information on these forms to carry out the Internal Revenue laws
of the United States. You are required to give us the information. We need it to ensure that you are complying with
these laws and to allow us to figure and collect the right amount of tax.

You are not required to provide the information requested on a form that is subject to the Paperwork Reduction Act
unless the form displays a valid OMB control number. Books or records relating to a form or its instructions must be
retained as long as their contents may become material in the administration of any Internal Revenue law. Generally,
tax returns and return information are confidential, as required by section 6103.

The time needed to complete and file the following forms will vary depending on individual circumstances. The
estimated average times are:

Copying, 
assembling, 

Learning about and sending the 
Form Recordkeeping the law or the form Preparing the form form to the IRS

1120-L 76 hr., 46 min. 39 hr., 41 min. 65 hr., 57 min. 6 hr., 42 min.
Sch. M-3 (Form 1120-L) 81 hr., 04 min.  4 hr., 22 min.  5 hr., 53 min. - - - - -

If you have comments concerning the accuracy of these time estimates or suggestions for making this form and
related schedule simpler, we would be happy to hear from you. You can write to the Internal Revenue Service, Tax
Products Coordinating Committee, SE:W:CAR:MP:T:M:S, 1111 Constitution Ave. NW, IR-6526, Washington, DC
20224.

Do not send the tax form to this office. Instead, see Where To File on page 3.
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