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Statistical Information Services Desk
(202) 874-0410

FAX (202) 874-0922

The following Statistics of Income (SOI) reports and tapes can be purchased from the Statistics of Income

Division (unless otherwise indicated) . Prepayment is required, with checks made payable to the IRS Accounting

Section . For copies from the Statistics of Income Division, please write :

Director, Statistics of Income Division (R:S)

Internal Revenue Service

P. 0. Box 2608
Washington, DC 20013-2608 .

BUSINESS SOURCE BOOKS:

0 Corporation Source Book, 1988, Publication 1053 -- Price $175 .00

This 481-page document presents detailed income statement, balance sheet, tax and selected items, by
major and minor industries and size of total assets. The report, which underlies the Statistics of Income--
Corporation Income Tax Retums publication, is part of an annual series and can be purchased for $175 (is-

sues prior to 1982 are for sale at $150 per year) . A magnetic tape containing the tabular statistics for 1988

can be purchased for $1,500 .

Partnership Source Book, 1957-1983, Publication 1289 -- Price $30.00

This 291-page document shows key partnership data, for 1957 through 1983, by major and minor in-

dustries. It includes a historical definition of terms section and a summary of legislative changes affect-
ing the comparability of partnership data during that period . Tables show :

• Number of partnerships o Depreciation o Payroll deduction s

• Number of partners o Taxes paid deductions o Payments to partners
• Business receipts o Interest paid deductions o Net income less deficit

(A magnetic tape containing the tabular statistics for partnerships can be purchased for .$300 from the

National Technical Information Service, U.S . Department of Commerce, Springfield, VA 22161 .) More

recent partnership data are published annually in the SOI Bulletin .

Sole Proprietorship Source Book, 1957-1984, Publication 1323 -- Price $95.00

This Source Book is a companion to that for partnerships, described above . It is a 251-page document

showing key proprietorship data for 1957 through 1984; data for farm proprietorships are excluded after

1981 . Each page presents statistics for a particular industry . Tables show :

• Number of businesses o Taxes paid deductions o Payroll deduction s

• Business receipts o Interest paid deductions o Net income less deficit

• Depreciation
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A magnetic tape containing the tabular statistics can be purch
.
ased for $245 . As with partnerships, more

recent (nonfarm) sole proprietorship data are published annually in the SOIBulletin.I

COMPENDIUMS :

Studies of Tax-Exempt . Organizations, 1974-1987, Publication 1416 -- Price $26.00

This publication presents 22 articles from Statistics of Income studies on tax-exempt organizations. The
articles emphasize important issues within the nonprofit sector, and also include several other articles
previously unpublished in the SOI Bulletin, as well as papers published in proceedings of the American
Statistical Association and the Independent Sector Research Forum . Topics featured are :

o Nonprofit charitable organizations o Private foundations-and charitable trusts
(primarily charitable, religious, o Unrelated business income of exempt
educational and health organizations) organizations ' -

Studies of International Income and Taxes, 1984-1988, Publication 124 7

This report presents information from 13 Statistics of Income studies in the international area (many of
them previously published- in the SOI bulletin), including :

• Foreign activity of U.S. corporations o Data presented by--
• Activity of foreign corporations in the geographical area or industrial

United States activity, as well as. other.
• Foreign controlled U. S . corporations classifiers
• Statistics related to individuals, trusts and estate's '

Partnership Returns, 1978-1982, Publication 369 -- Price $22.00

This report presents previously unpublished Statistics of-Income data for 1986,1981 and 1982, as well as
data previously issued in the. SOI Bulletin and in other publications . Features include:

o Number of partnerships o Deductions o Data presented by--
o Limited partnerships o Net income industry
o Receipts o Capital gains size of total assets
o Cost of sales and operations State

number of partners

REIMBURSABLE SERVICES (prices dependent on the request) :

0 Public Use Magnetic Tape Microdata Files

This includes individual income tax returns for 1978-1988 . (Individual income tax returns for 1966-1977
are available from the Center for Electronic Records (NNX) of the National Archives
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and Records Administration, Washington, DC 20408.) Files containing more limited data for each State

are also available for 1985. All of these files have been edited to protect the confidentiality of individual
taxpayers. Files for private foundations for 1982-1983 and 1985 -1988 and nonprofit charitable organiza-

tions for 1982-1983 and 1985-1987 are also available from the Statistics of Income Division . The in-
dividual, private foundation and charitable organization files are the only microdata files that can be

released to the public.

0 Migration Data

Compilations are available showing migration patterns, from where to where, by State and county,
based onyear-to-year changes in the tax return address. Data are also available for selected time periods
(according to the years in which returns were filed) between 1978 and 1988 and include counts of the
number of individual income tax returns and personal exemptions . In addition, county income total s
are available for Income Years 1982 and 1984 through 1987. '

Other Unpublished Tabulation s

Unpublished tabulations are also available-from Statistics of Income (SOI), including detailed tables under-
lying those published in the SOI Bulletin. Special tabulations may also be produced, depending on the
availability of SOI computer programming resources.

OTHER PUBLICATIONS :

The following Statistics of Income publications are available from the Superintendent of Documents, U.S .

Government Printing Office . For copies write :

Superintendent of Documents

U.S . Government Printing Office
Washington, DC 20402.

0 Statistics of Income (SOI) Bulletin (Quarterly)q Publication 1136
Stock Number 748-005-00000-5 -- Subscription price, $20.00; Single copy price, $7.50

Provides the earliest published financial statistics from individual and corporation income tax returns .
The Bulletin also includes annual data on nonfarm sole proprietorships and on partnerships, as well as
from periodic or special studies of particular interest to tax analysts and administrators and to economists .
Historical tables include data from SOI, as well as on tax collections and refunds by type of tax .

Statistics of Income-4987, Corporation Income Tax Returns, Publication 16
Stock Number 048-004-02299-1 -- Price $15.00

C
'nis report presents more comprehensive and complete data on corporation income tax returns with
accounting periods ended July 1987 through June 1988, than those published earlier in the SOI Bulletin .
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Presents information on-- Data classified by--
• Receipts o Tax credits - industry
• Deductions o Assets - accounting period
• Net inc ome o Liabilities - size of total assets
• Taxable income - size of business receipts
• Income tax

Sta&tics of Income-4988, Individual Income Tax Retums, Publication 1304
Stock number 048-004-02306-7

Thii report presents more comprehensive and complete data on individual income tax returns for 1988
than those published earlier in the SO! Bulletin .

Presents information on-- Data presented,by-7 -
• Sources of income - size of, adjusted gross income
• Exemptions - marital status
o, Itemized deductions
o Tax computations
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01 BULLETI N
he SOI Bulletin provides the earliest published annual financial statistics from the various types of tax and informatio n

urns filed with the Internal Revenue Service. The Bulletin also includes information from periodic or special anal ica l
udies of particular interest to tax administrators . In addition, historical data from 1970 to the present are provided fo r

elected types of taxpayers, as well as on tax rates for individuals and gross internal revenue collections .

he following topics are among those described and analyzed in the SOI Bulletin :

Controlled foreign corporations
Corporation income tax return s
International Boycott
Fiduciary income t.ax returns

Estate tax -returns
International income and taxes
Individual income by ZIP code area
Individual income tax returns

Private foundations
Projections of return filings
Nonresident alien income and tax
Private activity tax-exempt bond s

Sales of capital assets
Sole proprietorship returns
Environmental taxes
Taxpayers age 65 or over

Corporate foreign tax credit 9 Foreign recipients of U.S . income
Individual income tax rates - Trends in personal wealth
Nonprofit charitable organizations 9 Trends in selected industries
Partnership returns * Windfall profit tax
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'WIDE TO TABLES
This report contains 16 basic tables. The major classification Is in-

dustrial activity. This guide provides a reference for the major
selected items and subjects available in the report . See page 17 to
determine the appropriate page number(s) for specific tables .

4COME AND DEDUCTION ITEM S

rotal receipts (figures A,C, tables
1,2,3,4,5,6,7,8,9,10,11,12)

Business receipts (tables 1,2,3,4,5,6,7,9,10,11,12,15)
Interest (tables 2,3,4,5,11,12)
interest on Government obligations (tables

2,3,4,5,10,13)
Rents and royalties received (tables 2,3,4,5,10,11,12)
Net short-term and long-term capital gain (tables

2,3,4,5,9,10,11 )
Net gain, Ooss) noncapital assets (tables

2,3,4,5,9,10,11,12)
Dividends received (tables 2,3,4,5,11,12,13 )

Total deductions, (tables 2,3,4,5,9,10,11,12)
Cost of sales and operations (tables

1,2,3,4,5,6,7,9,10,11,12)
Compensation of officers (tables 2,3,4,5,9,10,11,12)
Repairs and bad debt expense (tables

2,3,4,5,9,10,11,12)
Rent paid on business property (tables

2,3,4,5,9,10,11,12)
Taxes and interest paid (tables 2,3,4,5,6,7,9,10,11,12)
Advertising, contributions or gifts (tables

2,3,4,5,9,10,11,12)
Amortization and depletion deduction (tables

2,3,4,5,9,10,11,12,15)
Depreciation deduction (table s

1,2,3,4,5,6,7,9,10,11,12,15)
Pension and employee benefit plans (tables

2,3,4,5,6,7,9,11,12 )
Constructive taxable income from related foreign cor-

porations (tables 2,3,4,5,11,13)
Net income (less deficit), total (figures A,B,C, tables

2,4,6,7,8,9,10,11,12,13)
Net income (tables 1,3,5,8,9,10,11,12,13,14,15,16)
Statutory special deductions, total (tables 8,13)

Other investments (tables 2,3,4,5,6,7,9,11)
Depreciable assets (tables 1,2,3A5,6,7,9,1 0,11)
Accumulated depreciation (tables 2,3,4,5,6,7,9,10,11)
Depletable assets (tables 2,3,4,5,6,7,9,11)
Accumulated depletion (tables 2,3,4,5,6,7,9,11 )
Land (tables 2,3,4,5,6,7,9,10,11)
Intangible assets (amortizable) (tables

2,3,4,5,6,7,9,11 )
Accumulated amortization (tables 2,3,4,5,6,7,9,11)

Total liabilities (tables 2,3,4,5,9,1 0,11 )
Accounts payable (tables 2,3,4,5,6,7,9, 10,11)
Loans from stockholders (tables 2,3,4,5,9,1 0,11)
Mortgages, notes, and bonds payable (tables

2,3,4,5,6,7,9,11 )
Capital stock (tables 2,3,4,5,6,7,9,10,11 )
Paid-in or capital surplus (tables 2,3,4,5,6,7,9,10,11)
Retained earnings (tables 2,3,4,5,6,7,11)
Shareholders undistributed taxable incom e

(loss) (table9) 0
Cost of treasury stock (tables 2,3,4,5,6,7, 10,11 )

TAX COMPUTATION ITEMS

income subject to tax, (figures A,C, tables
1,2,3,4,5,6,7,8,11,12,13,14,15)

Income tax (figures A,C, tables
1,2,3,4,5,6,7,8,10,11,12,13,14. 15)

Foreign tax credit (tables 1,2,3A5,6,7,8,11,12,13,14,16)

U.S . possessions tax credit (table s
. 1,2,3,4,5,6,7,8,11,12,13,14,16)
Alternative minimum tax (tables

2,3,4,5,6,7,8,10,11,12,13,15)
Nonconventional source fuel credit (table s

2,3,4,5,6,7,8,11,12,13,14,16)
General business credit (tables

1,2,3,4,5,6,7,8,11,12,13,14,16)
Tax payments (tables 8,13 )
Orphan drug credit (tables 2,3,4,5,6,7,8,11,12,13,14,16 )

BALANCE SHEET ITEM S

Total assets (figures A,C, tables 1,2,3A5,6,7,9,10,11,15)

Cash (tables 2,3,4,5,6,7,9, 10,11 )
Notes and accounts receivable (tables

2,3,4,5,6,7,9,10,11)
Allowance for bad debts (tables 2,3,4,5,9,1 0,11)

Inventories (tables 2,3,4,5,6,7,9,10,11)
Investments in Government obligations (tables

2,3,4,5,6,7,9,10,11 )
Loans to stockholders (tables 2,3,4,5,6,7,9,10,11)
Mortgage and real estate loans (tables

2,3,4,5,6,7,9,10,11)

SELECTED SUBJECTS

Accounting periods (figures B,C, table 8)
Alternative minimum tax (table 15)
Consolidated returns (table 11 )

Form 1120-A corporations (table 10)

Form 11 20F corporations (table 12)
Form 1120S corporations (table. 9)
General business credit (table 14)
Sampling selection ranges and variability (figures D,E)
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Section 1

This report presents statistical estimates derived from a
stratified sample of approximately 77,700 returns selected
from the approximately 3.6 million active corporate returns
filed for the 1988 I ncome Year . *

The report is divided into 6 sections . The first section
provides statistics summarizing overall corporate activity
for Income Year 1988. Section 2 discusses changes in
law and regulations between this report and that for In-
come Year 1987 . Section 3 describes in detail the sample
of income tax returns upon which the statistics were
based, as well as the method of estimation used, the sam-
pling variability of the data, and other limitations .

Section 4 presents the basic tables that contain detailed
statistics on 1988 income tax liability, tax credits, net in-
come, and other financial data . Section 5 contains
detailed explanations of the terms used in the report . In
most instances, the explanations include definitions of
terms used as well as adjustments made in preparing the
statistics and any limitations inherent in the data . Section
6 consists of the return forms and instructions .

A user survey follows Section 6. The survey is designed
to encourage users of this report to acquaint the Statistics
of Income Division with their needs. Users' participation in
this survey would be much appreciated .

The statistics In this report provide additional detail on
the data contained in "Corporation Income Tax Returns,
1988" in the Statistics of Income Bulletin, Volume 11,
Number 2, Fall 1991 . [1 ]

OVERALL CORPORATE SUMMAR Y

Figure A presents corporation summary statistics for In-
come Years 1987 and 1988 . The total number of returns

*Vergle Mose and Janice Washington were responsible for the
overall production and the text for sections 1, 2, and 5 of this report
and the staff of Corporations Returns Analysis Section prepared
the tables for section 4 . The report was prepared under the direc-
tion of Ken Szeflinsid, Chief, Corporation Returns Analysis Section .

INTRODUCTIO N

decreased by 1 .4 percent from 1987 to 1988, thus revers-
ing the increasing trend from previous years . For ex-
ample, the number of returns increased by 5.4 percent
from 1986 to 1987 and by 4.6 percent from 1985 to 1986 .

In contrast to the declining number of returns from 1987
to 1988, a continuing increase in total assets, receipts, in-
come, and tax was reported for the period . Total assets
increased by 8 .2 percent to $16.6 trillion for 1988 . Total
receipts rose 7.1 percent, a smaller increase than the 10.5
percent increase from 1986 to 1987 . Net income (less
deficit) continued to rise, increasing by 3.6 percent from
the previous year's increase of 22 .2 percent. Income sub-
ject to tax rose 22.9 percent in comparison to the 12.9
percent increase from 1986 to 1987. Total income tax
before credits increased by 10 .9 percent . Total credits in-
creased by 12 .6 percent from 1987 to 1988 due to in-
creases in foreign tax and prior year minimum tax credits .
Total income tax after credits increased from $87.0 billion
in 1987 to $95.9 billion in 1988, an increase of 10 .2 percent
which is a slower rate of increase compared to the 17.7
percent increase from 1986 to 1987.
.

Returns with total assets of $250 million or more repre-
sented less than one percent of the total returns ; nonethe-
less, for 1988, these 5,094 returns accounted for 52 .4
percent of the total receipts and 71 .1 percent of the total
income tax after credits. In contrast for 1987 there were
4,794 such returns and they accounted for 51 .9 percent of
total receipts and 65.2 percent of total income tax after
credits.

ACTIVITIES COVERED

The estimates in this report encompass corporate busi-
ness activities in the United States as well as certain
foreign activities as reported on returns of "domestic" cor-
porations, and foreign corporations with U.S . business ac-
tivities. The term "domestic corporations" refers to
companies incorporated in the United States, but does not
necessarily imply that all their activities are domestic . For
instance, data for a U.S . corporation conducting business
abroad through foreign subsidiaries may includ e

1



Corporation Returns/1988 - Introduction

Figure A.-Returns of Active Corporations: Number of Returns, Total Assets, Total Receipts, Net Income (Less
Deficit), Income Subject to Tax, Total Income Tax, and Total Income Tax After Credits by Size of Total Assets, Income
Years 1987 and 1988
(All figures are estimates based on samples-money amounts are in thousands of dollars and size of total assets are in whole dollars )
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$1 under $100,000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
$100,000 under S250,000 . . . . . . . . . . . . . . . . . . . . . . . . .
$250,000 under S500,000 . . . . . . . . . . . . . . . . . . . . . . . . . .

$500,000 under $1,000,000 . . . . . . . . . . . . . . . . . . . . . . . .
$1,000,000 under S5,000,000 . . . . . . . . . . . . . . . . . . . . . . .
$5,000,000 under $10,000,000 . . . . . . . . . . . . . . . . . . . . . .
$10,000,000 under $25,000,000 . . . . . . . . . . . . . . . . . . . . .

$25,000.000 under $50,000,000 . . . . . . . . . . . . . . . . . . . . .
$50.000,000 under $100,000 .0DO . . . . . . . . . . . . . . . .
$100,000.000 under $250 .000,000 . . . . . . . . . . . . . . . . . . .
$250,000.000 or more . . . . . . . . . .. . . . . . . . . . . . . . . . . . . .

' includes taxable income before net operating loss deduction and spwaj deductions .
2 Includes taxable income less net operating loss deduction and special deductions .
3 Includes regular tax . persorial holding company tax, recapture of investment credit, afternative minimum tax, environmental tax, excess net pasvve income tax (Form I 120S), branch tax (Form 1 120F), tax from Part 11 (Form 1 120-
REIT), tax from Part III (Form 1 12D-REIT), tax from Part (V (Forrn I I 20-REIT), and tax from Line 4, Part 11 (Fomi 11 20-RIC) .
4 Credits include foreign tax, U .S. ~ossessions tax, nonconventional souroe fuel, orphan dmg, general business and prior year minimum tax credits .
NOTE .Detail my not add to total because of rotmoing and the deletion of data . See text for "Explanation of Terms" and "Description of the Sample and Limitations of the Data . "

dividends remitted- from those subsidiaries and, to .a cer-
tain extent,-their undistributed earnings .

Theeffect of foreign activity on the statistics varies by
type of, industry and by size of assets. Income from
foreign activity is reflected to a greater extent in manufac-
turing industries than other industries. Alsor; foreign ac-
tivity is almost totally concentrated among returns with
assets of $250 million or more. For foreign corporations
(defined as those incorporated abroad) engaged in trade
or business In the United States, only income that was
considered "effectively connected" with the conduct of a
trade or business in the United States was included in the
statistics and any Investment income from U.S. sources
was excluded from the data . Most foreign corporations
are concentrated in the finance, insurance and real estate
industries. Other foreign corporations, incorporated
abroad and not engaged in trade or business in the United
States, were liable for tax only on Investment income from
U.S . sources and these returns were excluded from this
report. [2]

Year and size of total assets Number of
returns

Tota l
as"

Total
receipts

Not income
pess ,

defidt)

Income

=2

Total
Income

tax 3

Total
income tax

after crecift

(2) (3) (4) (5) (6) (7)

1987
Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,612,133 15,310 .615,602 9,580.720,701 328,223.710 311,840.615 118,484,975 .86,9N,756

280,022
-

1 a5.727,143 2.551 .151 4,829,468 1,780 .734 1 .491,165
1,809.278 60,422.391 305,081,024 -306.735 3,647320 600 .667 552.04 9

620,593 99,974,588 312,429,485 2,648,011 5,577 :765 1,005 .710 93241 3
353,031 124,777,375 306,062,084 3,639,574 5.864,504 1,215,439 1,124:05 2

233,352 164,135.875 373,088,504 4,496,858 6.295 .490 1,527,662 1 .433.33 5
231,945 480,177,708 1,034.506,681 15.197,324 16.077,038 5 .300,206 5 .035.050

33,929 234,362,652 449,526,357 7,545,022 7 .595,905 .2,901,048 2 .7", 10 5
23,532 368,288.492 503,481,914 9.899,285 10,848,793 4,260,983 3,923.048

10,234 363,874,824 321,464 .157. 8,209,952 9,399 .396 3,692,679 3,273,674
6,498 458,310.051 320,294,069 10.686,216 11,122,216 4 .398,503 3,765,46 1
4,926 788,733 .117 492,645 .294 16.080,938 17,311,652 6 .930,193 6 .017,702
4,794 12 .167,558,530 4,976,413,989 247,576,114 213,271,066 84 .871,153 56,696,706

3,562,789 '16,568,467,823 10,264,867 .461 412,982,753 383,201,978 131,367.397 95,895.762

210,248 - 187,881,514 4,540,0i)4 6,390 .145 2,175,328 1,7a3,91 7
1,795,643 59,419,658 317,869 .252 47,632 2,888,369 481 .969 448.656

612,426 98.815,330 309,919,984 2,5911~177 4,272 .419 728,115 691 .137
361,296 127,924,546 314,925,483 3,033 .800 4,766 .924 907,248 861,546

242.809 171,357,088 375.360,375 - 4,749,263 5J~5',648 1,292,950 1,235,358
251,870 523,523,599 1 . 1 h(531,339 15,451,599 15,472,379 4,762,067 4,549,~38
36,387 251,522,895 480.307,941 8,856,456 7,452,154 2,554,654 2,425,486
24,157 375,970,770 533,605,908 .11,530,001 10,619,867 3,708,516 3,410,445

10,511 384,179,230 3168,702,491 9,361,444 9,979,228 3,515,872 3,140,699
7,022 496,617,609 348,750,703 11,258,349 11,117,180 3,903.953 3,331,658
5,326 848,780,276 528,828,571 20,863,431

" 7' ' ; 6 9':DD5 .094 13,230,356,822 5,375,0~3,901 1 320,699,597 1 : :2.4926 1 : 35:1. 772 1 6. 159,104

Section 6012 of the Internal Revenue Code required t at
all corporations in existence at any time during the incom;

e
year file returns, regardless of whether they had income or
not. This applied to active and inactive domestic'corpora-
tions unless they were expressly exempt from filing, as
well as to active foreign corporations with insufficient
taxes withheld at the source to satisfy their U . . S . tax
liability on income earned in the United States . (It should
be

'
noted however that inactive corporations have been

excluded from the statistics . See section 3. )

In addition to legally defined corporations, the .Internal
Revenue Code recognized many types of .businesse s as
corporations including ; joint stock - companies,' unincor-
porated associations, such as business trusts, savings
and loan associations, certain partnerships, mutual
savings banks, and cooperative banks. These organiza-
tions possess characteristics typical of the corporate form,
such as continuity of life, centralization of management
apart from ownership, limited liability of owners, and trans-
ferability of shares of capital ownership .

.2
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I

Figure B
Corporation Income Tax Returns and Net Income (less Deficit), by
Accounting Periods, Income Year 1988

JFMAMJJASONDJFMAMJJASONDJFMAMJJASON D

1987 1988

Calendar Year

1989

Aug . - July

Sept . - Aug .

Oct . - Sept.

Nov . - Oct.

Dec . - Nov.

Jan . - Dec .

Feb . - Jan .

Mar. - Feb .

Apr . - Mar .

May - Apr.

Jun . - May

Jul . - Jun .

2 .7
6W2.0

- 2 .96~932.11

5 .5
7.1

Percentage of returns
and net income
(less deficit) I

3 .6

4i2 '3.4 Number of returns
21 1

r""
1 .96W, .3

I
3 .1 Net income

(less deficit)

W
2 .2

1 4

2-6

5 . 1

3 .6
7 . 7

I Includes part-year returns

159 . 9

Figure C.-Returns of Active Corporations: Number of Returns, Total Assets, Total Receipts, Net Income (Less
Deficit), Income Subject to Tax, Total Income Tax, and Total Income Tax After Credits, by Accounting Periods for
Income Year 1988
[All figures are estimates based on samples-money amounts are in thousands of dollars]

70. 5

Accounting period ended '
Number of

returns
Total
assets

Total
receipts

Net income
(less

deficit)

Income
sub,81to'.

Toted
incom

etax .

Total
incomer taur

after credits

(2) (3) (4) (5) (6)_ (7)

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,562,789 16,568,467,823 10,264,967,461 412,982,753 383,201,978 131,367,397 95,895,762

Docember 1988 ~ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,133,062 13,059,668,602 6,539,171,735 291,067,043 278,151,345 96,909,660 66,614,526

Noricatendar year, total . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,429,727 3,508,799,221 3,725,695,726 121,915,709 105,050,633 34,457,737 29,281,236

July 1988 . . ~ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 95,925 185,341,562 203.145.681 8,229,247 5,363,397 1,725,899 1,455,503

August 1988 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 102,647 173,849,374 193,425,212 8,584,055 5,362,575 1,738,380 1,564,373

September 1988 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 251 .756 727,308,275 590,473,248 22,740,426 20,628,224 6 .826,253 5,978 .239

October 1988 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 129,721 314,425,954 298,611,245 14,214,436 9,220,465 3,002,810 2,184,329

November 1988 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 75,528 221,333,303 170,740,474 9,661,698 5,963,244 1,955,405 1,238,168

January 1989 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 75,713 271,062,135 399,565,775 12,919,304 12,354,961 4,149,477 3 .868,175

February 1989 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 69,381 172,288,639 179,130,535 5,338,262 4,240,804 1,411,425 1,296,295

March 1989 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 183,277 445,355,582 577,376,346 12,485 .140 11,283,209 3,641,497 3 .332 .559

April 1989 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 80,040 176,774,274 193,988,386 5.661,001 5,476,765 1,784
.
112 1,437,830

May 1989 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 92,396 178,046,382 253,995 .183 7,204,407 6 .961,129 2,302 , 083 1,884,306

June 1989 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 273,343 1 643,013,742
1

665,243,641 1 14.877,733 18 .195,860
1 5

.920 , 397 1 5,041 .458

Includes part-year returns .
Includes taxable income before net operating loss deduction and special deductions.

3 Includes taxable income law net operating low deduction and special deductions .
4 Includes regular tax. personal holding company tax, recapture of investment credit. alternative minimum tax, environmental tax, excessive net passive income tax (Form 1 120S) . branch tax (Form 1 120F) . tax from Part 11 (Form 1 120-

REIT), tax from Part III (Form 1120-REM, tax from Part IV (Form 1120-REM, and tax from Line 4, Part 11 (Form 1120-RIC) .
5 Credits include foreign tax, U .S. possessions tax, nonconventional source fuel, orphan drug, general business, and prior year minimum tax credits .
NOTE: Detail may not add to total because of rounding. See text for"Explanation of Terms" and "Description of the Sample and Limitations of the Data ."
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Included in the statistics are financial data estimated
from the following number of active corporation tax
returns :

Form 1120 (U .S . Corporations) . . . . . . . . . . . 2,057,036

Form 1120-A (U.S . Short-Form
Corporations) . . . . . . . . . . . . . . . . . . . . . . . . 228,861

Form 1120S (U .S. S Corporations) . . . . . . . . 1,257,191

Form 1120L (U .S . Life Insurance
Companies) . . . . . . . . . . . . . . . . . . . .

.
. . . . . . . . 2,295

Form 11 20-PC (U .S . Property and Casualty
Insurance Companies) . . . . . . . . . . . . . . . . . . . 2,204

Form 1120-REIT (U.S . Real Estate
Investment Trust) . . . . . . . . . . . . . . . . . . . . . . . . . . 211

. Form 1120-RIC (U.S . Regulated Investment
Companies) . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,070-

Form 1120F (U.S . Returns of Foreig n
Corporations) . . . . . . . . . . . . . . . . . . . . . . . . . . 9,921

Total* . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. .. . 3,562,789

*Detail may not add to total due to rounding . For pre-
vious years, the statistics included data from tax returns
filed by Interest-Charge Domestic International Sales Cor-
porations, Form 1120-IC-DISC and Foreign Sales Cor-
porations, Form 11 20-FSC . However, these returns were
,excluded from the corporate sample for 1988 .

In addition, the following types of returns are specifically
excluded from the. statistics : inactive corporations ; -foreign
corporations with no income "effectively connected" with
a'U.S. trade or business ; information returns of certain
joint undertakings; returns filed by political organizations
under Code section 527 ; returns filed by General Stock
Ownership Corporations (corporations established by a
state for the benefit of the residents of a state) ; information
returns reporting no tax because of a tax treaty or conven-
.tion under Code section 894 ; nonprofit corporations
(educational, charitable, and similar organizations) exempt
from income tax under Code section 501 ; and insurance
companies except life (including interinsurers and recipro-
cal underwriters), if the rfet written premiums for the tax-
able year do not exceed $350,000, which were exempt
from income tax under Code section 501 .

TIME PERIOD EMPLOYE D

The estimates in this report are based on data from
'returns with accounting periods that coincided with the
calendar year and returns with accounting periods that
were for noncalendar years ended during the span of
months July 1988 through June 1989. This span, in effect,
defines the income year in such a way that the noncalen-

dar year accounting periods are centered at the calend aIr
year ended December.

The 12 accounting periods covered by the report a
I
re

presented in figure B . Code section 441 specified that, !in
general, a taxpayer's accounting period end on the I~Ist
day of the month . Thus, fig ure B shows a span of ?3
months between the first-included accounting peri0o,
which began on August 1, 1987, and closed on July 3 11,
1988, and the start of the last-included accounting period,
which began on July 1, 1988, and closed on June 310,
1989. This report, therefore, . shows income received or
expenses incurred during any or all of the months in the
23-month span . For balance sheet items, such as total a s-
sets and inventories, the report shows a corporation's
position only at a given time, namely, at the end of its ac-
counting period . Corporations were required by Coc e
section 441 to file returns for the accounting period cu 3-
tomarily used in keeping their books . Figure B ME. o
presents the percentage of the total that each accountir g
period represents for the number of returns and the net i i-
come (less deficit) . Figure C shows that 59.9 percent of
the 1988 returns were filed for the calendar ypar ; and,
since they included most of the larger corporations, thec ~e
returns had approximately 78.8 percent of total asset g,
63.7 percent of total receipts, 70.5 percent of net incorr e
(less deficit), 72.6 percent of income subject to tax, 73
percent of total income tax, and 69.5 percent of total i
come tax after credits.

Corporation returns were usually required to be file J
within two-and-one-half months after the close of the co
porate accounting period . However, in accordance wit 1
Code section 6081, most corporations could receive filin
extensions of 6 months .

In addition to returns with accounting periods thAt
spanned 12 months, the total number of active corpora-
tions includes returns with accounting periods of shortE r
duration . Such returns are referred to as part-year return s
and were filed, for the most part, by continuing corpora-
tions changing their accounting periods, new corporations
in existence less than 12 months, merging corporatioms,
and liquidating corporations.

. NOTES AND REFERENCES

. I .
[1] Frequencies and amounts will not differ betwee n

this report and the Statistics of Income Bulletin because
no additional returns and corrections are included in this
report .

[2] See Hobbs, James R ., "Foreign Corporations with
Income Effectively Connected with a U.S . Business,
1987, " Statistics of Income Bulletin, Winter. 1990-199 1, DD .
07-18.

4



Section 2 CHANGES IN LAW AND REGULATION S

~ The statistics in this report reflect, in general, changes in
law and regulations that became effective during the ac-
I p

.
oi~ntlng periods covered . Depending on the accounting

period used and the effective date of the change in law,
the changes may have been fully applicable for some cor-
t ~oratlons, only partially applicable for others, and not ap-

licable at all for still others.

The information that follows highlights the major chan-
es (listed alphabetically) that affected substantially the
omparability of the statistics in this report with those for
rior years. These changes resulted from the Tax Reform
ct of 1986, as amended by the Revenue Act of 1987 and

the Technical and Miscellaneous Revenue Act of 1988 .

More detail on changes in law and regulations are con-
ained in the Explanation of Terms section of this report .
rhe facsimiles of the tax forms and instructions, included
is Section 6, may also prove helpful .

apitalization of Past Service Pension Cost s

The uniform capitalization rules of Code section 263A or
the long-term contract rules established as part of the
1986 tax reform were amended to include contributions to
a pension or annuity plan representing past service costs .
An allocable share of allowable pension costs, whether
they related to current or past services, were required to
;be included in the basis of property produced or held for
sale, including property produced under a long-term con-
tract. This requirement was effective for costs incurred
After 1987 and for taxable years beginning after 1987 for
,inventory costs . Previously, past service costs were ex-
cluded from the uniform capitalization rules . Any adjust-
ments to Income as a result of the change in method of
accounting were to be made within a four year period .

Dividends Received Deductio n

With this statutory special deduction, a corporation
could reduce its net income by a portion of the dividends
that it received from domestic and foreign corporations .

For dividends received after 1987, net income could be
reduced by 70 percent of the dividends received from cor-
porations which were less than 20 percent owned . The
1986 Tax Act had previously reduced the allowable per-
centage of dividends received from 85 percent to 80 per-
cent . For corporations which owned 20 percent or more
of a corporation, the 80 percent deduction was retained
for dividends received after 1987.

Foreign Tax Credit Denied for Taxes Paid to South
Africa

Effective January 1, 1988, no foreign tax credit was al-
lowed to reduce U.S. tax for taxes paid, accrued, or
deemed paid to South Africa . Denial of the credit would
continue until the Secretary of State became satisfied that
South Africa met the requirements of section 311 (c) of the
Comprehensive Anti-Apartheid Act of 1986.

Holding Period of Capital Assets Revised

The period of ownership of an asset from acquisition to
disposition determined if a gain or loss was short-term or
long-term. The disposition of assets acquired after
January 1, 1988 resulted in a short-term gain or loss, when
the period of ownership or holding period was one year or
less. For those assets held for more than one year, the
disposition resulted in a long-term gain or loss. Previously,
the short-term holding period was 6 months for assets ac-
quired after June 23, 1984 .

Personal Service Corporation s

A personal service corporation is a corporation whose
principal business activity is the performance of personal
services that are substantially performed by employee-
owners who own more than 10 percent of the
corporation's outstanding stock . Performance of personal
services are defined as those service activities in the fields
of health, law, engineering, architecture, accounting, ac-
tuarial science, performing arts, or consulting . For tax
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years after 1986, Personal Service Corporations were re-
quired to have a calendar year accounting period . How-
ever, the 1987 Tax Act subsequently amended the
requirement so that such companies could elect to have a
tax year other than a calendar year. Corporations which
made this election became subject to minimum distribu-
tion requirements . If the corporation did not meet the min-
imum distribution requirements, the deduction allowable
for certain amounts paid to employee-owners was limited
to a maximum amount and the excess was deferred until
the following tax year. Also under the 1987 Tax Act, the
taxable income of qualified personal service corporations
became subject to a flat 34 percent tax rate.

Recapture of Low-income Housing Credit

S Corporations

I
Interest was added to the recaptured accelerated por-

tion of the* credit to determine the final amount of the
credit recapture . The interest was charged at the federally
prescribed overpayment rate and determined quarterly .
The interest could not be used as a business deduction
against income.

No income tax credits could reduce the amoun! ie
credit recapture. Any* amount of unused low-income
housing credit, carryforwards and carrybacks, were . also
to be decreased by the amount of the recapture .

For 1988, no amount of recapture for the low-income
. I

housing credit was Included in the computation of total in-I
come tax. Data on the reduction of any carryforward * of
unused credits was not available.

.
I

The Tax Reform Act of 1986 introduced the low-income
housing credit . The Tax Act made the credit available for
owners of qualified residential rental property which
provided low-income housing . A 15 year compliance
period for maintaining certain requirements was imposed
on the residential rental building . Since the low-.incomer
housing credit was first claimed for Tax Year 1987, the
recapture became applicable for 1988 .

A pan of the low-income housing credit, claimed in a
previous year, had to be recaptured in a current tax year
throughout the compliance period when :

(1) an owner's qualified basis in the building decreased
from the previous tax year, or .

(2) the building or an interest in the building was dis~
posed of after the credit was taken in previous years,
or

(3) a building failed to meet the percentage . require-
ments for the number of low-income units ("set aside"
requirements) .

The decrease in basis had to exceed any additions to
the qualified basis in the property after the property was
placed in service. The recapture rule was not required for
disposition of a building, If the owner had posted a satis-
factory bond . The amount of the recapture was based on
the accelerated portion of the low-income housing credit
claimed In previous years. This amount was generally
equivalent to one-third of the previously claimed credit .
The decrease in qualified basis, expressed as a percent of
the total qualified basis in the rental property, was applied
to the accelerated portion of the credit . For cases involv-
ing the disposition of the building or failure, to meet the
percentage requirements for low-income units, the full
amount of the accelerated portion of the previously
claimed credit was to be recaptured .

For tax years after 1986, S corporations were requ i
to have a calendar year accounting period . However,'tf e
1987 Tax Act subsequently amended the requirement E o
that such companies could elect to have a tax year,o

*
thi ir

than a calendar year. To make the election, certa n
restrictions applied : the deferral period could not exceed j3
months ; the company could not be a member of a tiere
structure unless the structure consisted entirely of partn e
ships or S corporations, with the same accounting peri IX

and atax payment based on the company's prior year ri~t
income was required . . A company's election to be treat ,
as an S corporation could be terminated if the compa
failed to meet any of the requirements .

y

Under the 1988 Tax Act, rules for determining th e
amount of recognized built-in gains were revised for

' 8
co-

porations whose election date was on or after March 3, ,
1988. For these corporations, any amount of such gair s
that exceeded the taxable income limitation of a currei it
year were to be .carried over as recognized built-in igainsj~
the succeeding tax year . For S corporations whose eled-
tion date was

.
prior to the effective date of the revised

rules, no carryover provisions applied to the built-in gain's
of a current year. Therefore, the tax on built-in gains was
limited to the taxable income computed as though the
company were not a "pass through" entity .

Windfall Profit Tax

The windfall profit tax was repealed for domestic-crude
oil removed after August 22, 1988 . The tax was paid by
the producer and the first purchaser withheld the .tax from
the purchase price of the oil . A phase out period of 33
months was established for the repeal of this tax .

6
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ECTION 3 DESCRIPTION OF THE SAMPLE
AND LIMITATIONS OF THE DATA*

8

This section describes the 1988 Corporate Sample
cesign, including the methods used In the selection of
r Aurns, data capture, data cleaning, and data completion.
Also discussed are the techniques used to produce es-
tmates and an assessment of the data limitations, Includ-
!~g measures of sampling variability .

OACKGROUND

The 1916 Revenue Act requires the annual publication of
facts deemed pertinent and valuable" with respect to the

operation of the income tax law. The Internal Revenue
Service (IRS) has been publishing statistics on corporate
Wcome tax returns since 1918 beginning with data from
1916 . Prior to 1918, limited information on corporate
taxes appeared In the Commissioner's Annual Report
[1,2,3] .

From 1916 through 1950 data were extracted for the
tatistics of Income (SO[) program from each corporate

r aturn filed . Stratified probability sampling was introduced
I 1 1951 . Since then, the size of the samples has generally
( ecreased* while the population has increased . For ex-
E mple, for Tax Year 1951 the sample comprised 41 .5 per-
dent of the population, or 285,000 of the 687,000 returns
If led. For 1988, the sample proportion had decreased to
9 .2 percent, or 77,665 returns selected from a population
c if over 3.5 million. In 1951, stratification was by size of
Wtal assets and industry . From 1952 through 1967, the
~tratification was by size only, either volume of business
(,1953-1958) or total assets (1952 and 1959-1967) . Then
from 1968 to the present, both total assets and a measure
of income have been the major stratifiers [4] .

*Homer Jones and Richard Collins designed the sample for this
report . Jeri Mulrow prepared the text and Richard Collins prepared
the tables In this section under the direction of Yahla Ahmed, Chief,
Mathematical Statistics Section, Coordination and Publication Staff .

POPULATION

This annual SOI corporation study includes corpora-
tions of all types that are organized for profit . For a list of
the federal income tax returns and the estimated numbers
that were subjected to sampling for 1988, see Section 1 .
The following chart gives the estimated number of active
corporations by form type that filed during Tax Years 1984
through 1988.

Form Type Year"

1984 1985 1986 1987

-

1988
1120 . . . . . . . . 2,277,675 2,294,081 2,331,809 2,224,778 2-057,036
112D-A . . . . . . . 164,816 239,2S5 251,012 238,730 228.86 1
1120S . . . . . . . 7ol,339 724,749 826,216 1,127,905 1,257,19 1
1120L . . . . . . . 2,042 2,269 2,335 2,273 2,295
1120M . . . . . . . 1,490 1,464 1,466
112OPC . . . . . . 2,046 2,204
112ORIC . . . . . 1,980 5,070
112OREIT . . . . 145 21 1
112OF . . . . . . . 10,900 11,678 11,336 10,478 9,92 1
1120-IC-DISC . 12,480 1,383 1,443 1,185
1120-FSC . . . . 2,341 2,900 2,61 3
TOTAL . . . . . . . 3,170,743 3,277,219 3,428,515 3,612,133 3,562,789

TOTAL (MINU S
IC-DISC,FSC) . 3,158,263 3,274,435 3,424,172 3,608,335 3,562,789

*Form not In existence at that time .

**Figures exclude out-d-scope returns Onaettwes, duplicates, etc .)

***Form removed from corporate program . Data vAll be available for 1991 .

SAMPLE DESIGN

The current sample design is a stratified probability
sample based on form type with one or both of the
stratifiers: size of total assets and a measure of income .
Forms 1120, 1120-A, 1120RIC, 1120REIT, were stratified
according to size of total assets and size of proceeds
where proceeds is the measure of income and is defined
to be the larger of the absolute value of net income (or
deficit) or absolute value of "Cash Flow" (depreciation +
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depletion + net income). Forms .1 120F, 1120L, and
1120PC were stratified by size of total assets only, and
Form 11 20S was stratified according to size of total assets
and size of taxable income as the measure of income .

The design differs from a typical stratified sample in that
sample rates, not sample sizes, are set initially . This ap-
proach is taken since stratum population totals are known
only after all tax returns have been filed for a particular
year. The design process begins with projected popula-
tion totals derived from those used to estimate administra-
tive workloads [5] . Using projected population totals by
sampling strata, a constrained optimization, is carried out
to assign sample sizes such that the overall projected
sample size is 80,000, active returns [6] . Figure D, gives
stratum boundary limits, population and sample sizes, and
sample rates for all form types. The final sample size, for .
Tax Year 1988 was 77,665 returns for all form types.

Since 1981, the population has increased in size from
2.8 million to over 3.5 million in 1 .988. The sample size, on
the other hand, has remained fixed at . around 80,000 ac-
tive returns . As a consequence, sampling rates have gone
down considerably in recent years. The overall sampling
percentage for all returns was 3 .04% in 1981 and
decreased to 2 .2% in 1988 . Issues raised by keeping the
sample size relatively fixed over the years include the ef-
fects on cro~s-sectlonal estimates, the effects on short
year-to-year changes and longitudinal sample composi-
tion. Research is currently being conducted on these is-
sues and the findings will be used as a basis for future
sample designs [7] .

SAMPLE SELECTIO N

Corporation income tax returns are filed at the ten IRS
Service Centers located . throughout the country. All cor-
porate returns are process

'
ed initially to determine tax

liability and are then available to other parts of IRS, includ-
ing the SOI Division . All tax data are transmitted and up-
dated on a weekly basis to the IRS's Business Master File
(BMF) System located in Martinsburg, West Virginia . This,
system serves as the point of selection for the sample for
the corporation study. The sample was selected on a
weekly basis .

-Sample selections for the 1988 corporation study took
place during the period from July 1988 through June
1990. A twenty-four month sampling period is needed for
two reasons . First, over 40% of all corporations have non-
calendar year accounting periods . (See figure B .) To
allow for this, the 1988 SOI file represents all corporations
filing returns with accounting periods ending during the
period from July . 1988 to June 1.989. Second, many cor-
porations, Including some of the largest, request six-
month filing extensions. The combination of non-calendar
year filing and filing extensions means that returns that

might first be due to be received by IRS in September f
1989 (1988 accounting period ending June 1989), cou~. _I,d
be timely filed as late as March 1990. Normal administ r
tive processing time lags require that the samplinIg
process remain open for the 1988 study until June 3
1990 . However, a few very large returns for Tax Year 1 9
were added to the sample as late as February 1991 .

Each corporation i's assigned a permanent and uni q
Employer Identification Number (EIN) similar to a Soci if
,Security Number for an individual . The EIN is used as tf e
basis for random selection. A pseudo-random numbi %r
(PRN) is generated using the EI.N as the seed . The la t
four digits,of the PRN called the transformed taxpayi,, r
identification number (TTIN) are compared to the sa
pling rates ; a corporation with a value of its TTIN belo
1000 times the sampling rate is selected to be in t
sample, all others are not selected. Since a corporatio
generally uses the same EIN from year-to-year, use of t h
identifier'to select the sample over the years facilitates t h
selection of many of the same corporations over tim
This results in a reduction of the sample variance for e
timates of year-to-year change . EIN's were used-as t
basis for random selection from 1968-1918. TTIN's ha-
been in use as the basis for random selection from 197
through the present [8,9] .

DATA CAPTUR E
I

Data processing for SOI begins with information alread
abstracted for administrative purposes ; approximately 8
items are available from the BMF system . An addition* l
600 to 700 items are abstracted from the tax return .
this time, the administrative data are checked and co
rected as necessary.

The SOI data capture process can take a's little time a
one-half hour for a small single entity corporation filing o
Form 1120-A or as long as a week for a large consolidate
corporation filing several hundred attachments an
schedules with the return . The process is further compl
cated by several factors

o First, as already noted, over 800 separate data item
may be abstracted from any tax return . These item
may require totals to be constructed from"
various other parts of the forms and schedule s

o Second, each different form type has a different
layout with different types of schedules and attach-
ments

o Third, there is no legal requirement for a corporation
to meet its tax return filing requirements by filling in,
line for line, the U.S . tax return form. Therefore,
many corporate taxpayers report much of their
financial details in their own format .

8
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• Fourth, there is no single accepted method of cor-
porate accounting used throughout the country, but
rather several accepted accounting "guidelines",
many of which are unique to geographic locations .

• Finally, different companies may report the same
data Rem, such as "other current liabilities," on dif-
ferent lines of the tax form .

1 In order to help overcome these complexities and
~tandardize reporting, SOI prepares extremely detailed in-
otructions for each tax year. For Tax Year 1988, these in-
; tructions consisted of over 500 pages covering norma l

nd straightforward procedures and instructions for ex-
qeptions and non-standard situations that might be en-
6ountered [101 .

OATA CLEANIN G

After the data are entered into a computer system at the
ervice centers, they are sent to the Detroit Computing
enter (DCC) for further processing . At this stage, the
ata are subjected to about 1100 consistency tests .
hese tests look for :

• Impossible conditions, such as incorrect tax data for
a particular form type ;

• Internal inconsistencies, such as items not adding
to shown totals ;

• Questionable values, such as a bank with an ex-
tremely large amount of cost of goods sold ; and

• Improper sample class codes, such as in the case
where a return has $10,000 reported total assets but
was selected as If it had $1 million total assets.

In certain cases, test resolution is performed automat-
ically by computer. In other cases, it is done manually .
The data are subjected to several cycles of testing until
t he questionable items are corrected or verified as correct .

fter completion of data testing and correction, the dat a
re written to a computer file which is the basis of the an-

Schedule L, the Balance Sheet, then imputation proce-
dures are used. Imputation is a process of developing es-
timates for missing data .

In other instances, data for a whole'return is missing be-
cause the return is unavailable to SOI during the data cap-
ture process. These types of returns will be referred to as
unavailable returns . Again, In certain cases, imputation
procedures are used .

Sometimes the data are available on the tax return but
SOI chooses not to capture ft . This type of data is missing
by design. Since 1981, SOI has opted to leave some of
the attached schedules out of the data capture process,
whether data are available on these schedules or not .
This procedure has been used as a cost saving measure
since reviewing supplementary schedules adds sig-
nificantly to the cost of preparing the file . Once again, im-
putation is employed to handle the missing data .

A ratio-based imputation procedure is used to fill in
missing balance sheet items from all 1120 form types .
Missing balance sheet items are imputed for returns with
12 month accounting periods. Imputation is not used on
returns with less than 12 month accounting periods . The
ratios are determined by major industry group from the
previous year's data. The imputed amounts are calculated
from these ratios and the business or total receipts avail-
able from the return [12] . A total of 371 returns in 1988
had balance sheet items imputed, in 1987 there were 361
returns and in 1986 there were 484 returns . Data for un-
available critical corporations, corporations whose total
assets are greater than or equal to two percent of their
minor industry's total assets or whose total assets are over
a specified limit (dependent on form type), are imputed in
two ways . For those corporations selected in the sample
but unavailable to SOI during the time needed, the ratio-
based imputation procedure, as described above, is ap-
plied to the balance sheet data . Three corporations fell
into this category in 1988. For those corporations not
selected in the sample, data from the previous year's
return is used with adjustments for tax law changes .
There were six of these cases in 1988.ual corporate Statistics of I ncome report [ 11 ] .

~ATA COMPLETIO N

Several more steps are needed to complete the informa-
tion in the file. Missing data must be addressed and
returns that are to be excluded from the tabulations must
be identified . The data completion process focuses on
theseissues.

Missing data is handled in several different ways
depending upon the cause. For example, certain data
items may not be available from the tax return and are
thus missing in the file . If the missing data items are from

The third imputation method is used to fill in data for one
or more of the following schedules: Other Income
Schedule, Other Deductions Schedule, and Other Costs of
Goods Sold Schedule filed with Forms 1120 and 1120-A.
Only corporations with total assets and proceeds both
under $50 million are candidates for this imputation proce-
dure . During sample selection, a random process is used
to determine which returns will not have one or more of
these schedules included in the data capture process .
The imputation procedure uses schedules with data as
"donors" to impute data for the designed missing
schedules . For Tax Year 1988, 22,146 returns were sub-
jected to this type of imputation . Of these, 15,332 had
.1
other income" schedules imputed, 21,216 had "other

9
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deduction" schedules imputed, and 14,571 had "other
cost of goods sold" schedules imputed . It was estimated
that SOI realized an annual cost savings of over $300,000
using this technique [13, 141 . The chart below shows the
total number of returns and attached schedules that have
.imputed data.

Type of schedules Impute d

Returns with schedules . . . . . . . . . . . . .

Other Income schedule . . . . . . . . . . . .

Other deduction schedule . . . . . . . . . .

Other cost of goods sold . . . . . . . . . . .

Ye

1987

24,173
15,081
17,684
10,476

ar

1988
22,146
15,332
21,216
14,571

9 Returns filed by general stock ownership corpor4-
tions exempt from tax ;

Returns filed by homeowners associations under
IRC Section 528;

9 . Information returns reporting no tax due ~ to ui~
treaty or convention according to IRC Section 894
and finally;

e Prior year returns, returns with total assets under
,$250,000,000 which used basic tax forms prior to
1987-and having ending accounting periods befo~e
July 1988 .

The
I
chart below gives the estimated population 'Of

returns excluded from the tabulations .

Another part of the data cleaning process Includes Iden-
tifying samplied returns that will not be used in the tabula-
tions. The BMF system, used for sample selection, can
Include duplicate tax returns and other out-of-scope
returns, such as returns for non-profit oriented . corpora-
tions and prior-year tax returns . These types'of returns
are Identified

-
an

- d
marked and during the estimation

process they are considered to have zero money
amounts. The following list identifies such returns:

e Inactive returns having neither income . nor deduc-
tions;

9 Duplicate returns;

* Amended returns not associated with the original
returns and which were not earlier removed by the
selection process ;

9 Te
.
ntative returns not associated with the revised

retur
'
ns and which were not earlier removed by the

selection process ;

Returns exempt under . Section 931 of the Internal
Revenue Code (IRC) ;

Returns exempt under Section 1247 of'the I R.C;

Returns exempt under Section 883 of the I.RC ;

9 Cost corporation returns exempt under Revenue
Ruling 52-542 ;

e Returns exempt undef Section 501(c)(15) of the
IRC ;

Returns of non-resident foreign corporations having
no Income effectively connected with a trade or
business within the U .S . ;

e U.S . Virgin Island returns exempt under Section 934
of the IRC ;

Returns of political organizations filing under IRC
Section 527 ;

Type of Return

Inactive . . . . . . .
Duplicate . . . . .
Prim Year

' *
. . .

Other . . . . . . . . .

Total . . . . . . . .

~ 1984
155,778
59,106
46,234

1,576

2626-94

ESTIMATION -

1985

152,945
64,110
67,848
2,587

287,4901

Year

1986

186,524
72,090
90,63 7

767

3600-18

1987
237,631

68,045
59,248

1,940

366,864

.1988 1
222,14~
.-66 .50

86,980
.1,79'

377An

The estimates produced in this report of the total nur i-
ber of corporations and

'
associated money amounts a -e

based on weighted sample results . A one-step proceas
was used to determine the weights for Forms . 1120 -,
1120PC, and Form 1120 with Form 5735 attached . Atw)-
step process was used to determine the weigfits'for Forrr s
1120,1120-A, 1120RIC, 1120REI.T, 1120F and 1120S .

The one-st
-
ep process determines weights as tt e

reciprocal of the achieved sample rate . For example, tt e
weight associated with an 1120L return having total asse :s
under $50 million would be 1/0.5299 1 .887. (See Figq e
.D .) These weights are used to produce the aggregat( d
total frequencies and money amounts published in tt is
report for Forms 1120L, 1120PC, and Form 1126wi h
Form 5735 attached

.

The two-step process is needed because industry es-
timates are desired . The first stage is identical to the one'-
step process as'described above and, provides an Initial
weight for the record . The second stage - involves post-
stratification by industry. During . post-stratification *certain
cells have small sample sizes . To handle this problem, a
raking ratio estimation approach to post'stratification is
employed to determine the final weights [15, 16] . Restric-
tions are placed on the raking process to produce final
weights that fall within the range SQRT(2/3) x original
weight to SQRT(3/2) x original weight . These final weights
are used to produce the aggregated frequencies and

10
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F gure D.-Corporation Returns : Number Filed, Number In Sample, Prescribed and Achieved Sampling Rates, by Sampleselection Class, Income Year 1988
Description of Sample

Sa nple Selection Classes Number of Returns Sampling Rates
CL Its

(Sea
Notes) (Percent)

N, nber
Size of Size of Industry Year Estimated Sample-

Total Assets Proceeds* Class Sampled Population Size
Prescribed

I
Achie~ecl

(2) (3) (4) (5) (6) (7) (8) (9 )
All Returns, Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . : . . . . . . . . . . . . . . . . . . . . . . 3 .562,789 77,664 . Ob 2 .06 %

Forms 11 20, 1120A and 11 20S with Form 5735 attached, Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
.
. . . . . . . . . . . 509 505 100.00 99 1 81 Under $50,000,000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . B All 449 445 100 .00

.
99 09

Under $100,000,000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . A All
.

2 $50,000,000 or more . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 All 60 60 100 .00 100 00$100.000,000 or more . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . A All
.

Forms 1120,1120A and 1120S (no Form 5735 attached), Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,547,859 73 177 1 9 3
3 Under $50,000 : . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .Under $25,000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . All All 1,284,916

,
3 351 0 .25

.
0 2 6

4
$50,000

under $100,000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $25,000 under $50,000 . . . . . . . . . . . . . . . . . . . . . . . . . . . All All 555,159
,

1,949 0 .35
.

0 3 5
5 $100,000 under $250,000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . $50.000 under $100 .000 . . . . . . . . . . . . . . . . . . . . . . . . . . All All 666,908 3 813 0 .55

.
0 5 7

6 $250,000 under $500,000 . . . . . . . . . . . . . . . . . . . . . . . . . . $100,000 under $250,000 . . . . . . . . . . . . . . . . . . . . . . . . . All All 416,091
,

4 591 1 .10
.

1 1 0
7 $500,000 under $1,000,000 . . . . . . . . . . . . . . . . . . . . . . . . . . $250,000 under $500,000 . . . . . . . . . . . . . . . . . . . . . . . . . All All 264,215

,
5 698 2.10

.
2 1 5

8 $1,000,000 under $2,500,000 . . . . . . . . . . . . . . . . . . . . . . . . . $500,000 under $1,000,000 . . . . . . . . . . . . . . . . . . . . . . . All All 192,640
,

9 874 5.10
.

5 1 1
9 $2,500,000 under $5,000,000 . . . . . . . . . . . . . . . . . . . . . . . . . $1,000,000 under $1 .500,000 . . . . . . . . . . . . . . . . . . . . . . All All 73,472

,
5 144 7.00

.
6 98

0 $5 .000,000 under $10,000,000 ~ . . . . . . . . . . . . . . . . . . . . . $1,500,000 under $2 .500,000 . . . . . . . . . . . . . . . . . . . . . . All All 39,041
,

5 040 13.00
.
871 2

1 $10.000,000 under $25,000,000 . . . . . . . . . . . . . . . . . . . . . . .$2,600,000 under $5,000,000 . . . . . . . . . . . . . . . . . . . . . . All All 26,025
,

10 178 40.00
.

38 99.2 $25,000,000 under $50,000,000 . . . . . . . . . . . . . . . . . . . . . . . $5,000,000 under $10,000,000 . . . . . . . . . . . . . . . . . . . . . All All 11,293
,

5 520 50 .00
.

48 73
13 $25,000,000 under $50,000,000 . . . . . . . . . . . . . . . . . . . . . . $5,000,000 or more . . . . . . . . . . . . . . . . . . . . . . . . . . . . . B 8 6,756

,
6 680 100 .00

.
98 58

$50,000,000 under $100,000,000 . . . . . . . . . . . . . . . . . . . . . . $10,000,000 or more . . . . . . . . . . . . . . . . . . . . . . . . . . . . A 8
, .

$50.000,000 under $100,000,000 . . . . . . . . . . . . . . . . . . . . . . $10,000,000 under $15,000,000 . . . . . . . . . . . . . . . . . . . . All 9, 0
.4 $100,000,000 under $250,000,000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . A 8 3,686 3 681 100 .00 99 87

$50,000,000 under $250,000,000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . B 6
, .

$100,000,000 under $250,000,000 . . . . . . . . . . . . . . . . . . . . . $15,000,000 or more . . . . . . . . . . . . . . . . . . . . . . . . . . . . All 9,0
5 $250,000,000 or more . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . All All 7,658 7,658 100 .00 100 .0 0

Forms I I 20L, Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,295 1 319 59 1 8
6 Under $50,000,000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . All All 1,988

,
1 018 50.00

.
52 9917 $50,000,000 under $250,000,000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . All All 148

,
145 100 00

.
100 00

18 $250,000,000 or more . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . All All 159 156
.

100.00
.

100 .00

Forms 11 20F (with effectivety connected Income In U .S .), Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,921 2 007 20 38
9 Under $25,000,000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . B All 9,596

,
1 690 20.00

.
18 05

Under $50,000,000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . A All
, .

0 $25,000,000 under $50,000,000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . B All 68 66 100 .00 100 00
$50,000,000 under $100,000,000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . A All

.

1 $50,000,000 or more . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . B All 257 251 100 .00 99 63
$100,000,000 or more . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . A All

.

Forms 1120PC, Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20 42 656 942 7
22 Under $100,000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . C All

,
336 2 35

.
60

23 $100,000 under $5,000,000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . C All 1 018 106
.

10 00
.

10 4 9
24 $5,000,000 under $50,000,000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . C All

,
574 274

.
50 00

.
48 1 1

25 $50,000,000 under $250,000,000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . : : . . .I C All 189 too
.

100 00
.

100 0 0
26 $250,000,000 or more . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . C All 87 86

.
100.00

.
100 .00

I foltes : : Not Applicable
* Proceeds is defined as the larger of absolute value of net income (deficit) or absolute of cash flow (depreciation + depletion + net incorrie)

~ppendix-Corporation Industry Class by Principal Business Activity Code by Year Sampled
I

There are two classes of industries used in this design as indicated in Column (4) . The following listing of PBA Codes was used to assign industries to the two classes, by calendar year :

In ustry Code 0400 1150 1330 1380 1510 1600 1798 2010 2030 2096 2228 2298 2315 2345 2415 2430 2699 2799 3070I T,88 Class A A A A A A A A A A A A A A A A A A A

In ustry Code
1 '~88 Class

I

3370 3440 3490 3550 3670 3698 3998 4200 5008 5050 5060 5098 5140 5150 5170 5190 5300 5410 5515 5995
A A A A A A A A A A A A A A A A A A A A

Industry Code 6030 6060
1 R88 Class A A

6090 6120 6140 6150 6199
A A A A A

6210 6356 6359 6411 ' 6511 6550 6599 6742 6749 7000 7389 7900 Other
A C C A A A A A A A A A B

Notes : Returns were classified according to either size of total assets or size of proceeds, whichever sample class is higher .
The

'
prescribed and achieved sampling rates for sample classes 3 through 11, and 22 through 26 are composite figures of possibly different sampling rates used during the three calendar years of

sampling . All other sample classes had the same prescribed sampling rates for the sampling period indicated .
EXAMPLE #1 : A Form 11 20S return with total assets of $750,000 and having a cash flow of $75,000 is in sample class 7 (based on total assets) rather than in sample class 5 (based on cash flow).
EXAMPLE #2 : A General Merchandise Store files a 1988 Form 1120 return and is sampled in 1988 . The principal Business Activity (PBA) Code is fisted as 5300 . Reported total assets are

$33 .000,000 and reported Net Deficit is $17,000,000 . The Industry Class is B and the year is S. The sample class is 13 based on size of proceeds for Industry Class B and Sampled Year 8 rather than 12
based on size of total assets for all years and Industry Classes .

11
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money amounts published in this report for Forms 1120,
f120-A, 1120RIC, 1120REIT, 1120F and 1120S .

DATA LIMITATIONS AND MEASURES OF VARIABILITY

Before any estimates were produced for this report,
several extensive quality review processes were imple-
mented . The review processes began at the sample
selection stage with weekly monitoring of the sample to in-
sure that the proper number of returns were being
selected . They continued through the data collection,
data cleaning, and data completion procedures with con-
sistency testing . Part of the review'process included-ex-
tensive comparisons of the 1988 data with the 1987 data .
A great amount of effort was made at every stage to insure
data integrity.

Since the SOI Corporation estimates were based on a
sample, they may differ from figures that would have been
obtained if a complete census of all income tax returns
had been taken using the same procedures employed in
the-sample. ~The particular sample used toproduce the
results in this report is one of a large number of possible
samples that could have been selected under the same
sample design . Estimates derived from one of the pos-
sible samples could differ from any other and from the
population aggregates. The deviation of a sample es-
timate from the average of all possible similarly selected
samples is called the sampling error. The standard
error(SE) is a measure of the average magnitude of the
sampling errors over all possible samples.

The standard error is the most commonly used measure
of the sampling error and can be estimated from the
sample . , Sometimes, for convenience, the standard error

, is expressed as . a percent of the value being estimated .
This is called the coefficient of variation (CV) of the es-
timate . The coefficient of variation can be used in assess-
ing the reliability of an estimate .

The estimated coefficient of variation of an estimate is
calculated by dividing the estimated standard error by the
estimate. Estimated coefficients of variations for selected
money amount estimates are shown in Table 1 . Estimated
coefficients of variation for the estimated number of
returns are given in Figure E . Estimated coefficients of
variation for post-stratified variables are computed from
conditional variances [16,17] .

The coefficient of variation, CV(X), of the estimate, X,
may be used to construct interval estimates that have a
prescribed confidence that the interval includes the
average of the estimates derived from all possible
samples . To illustrate, If - all possible samples were
selected under essentially the same general conditions
and using the same sample design, and if an estimate and
its standard error were calculated from each sample, the n

12-

approximately 95 percent of the intervals from tWo-sta n
ard errors below the estimate to two standard err
above the estimate would include the average esti m
derived from all possible samples . Thus, for a particu
sample, one can say with the appropriate level .of c
fidence, that the average .of all possible samples is
cluded in the constructed interval .

For example, assume a 95 percent confidence inte
for the number of returns having total assets $2.5 milli
under $5 million is desired . The . estimated populati
from Figure D is

X 75,988 returns

A coefficient of variation (CV) of 1 .5.7 percent'for this' f
quency is obtained by using column 5 of Figure E and
terpolating as indicated in the footnote found there . ,

The standard error of the estimate, needed to 6onst r
the interval, is the product ofthe estimate and its &oe~fi-
cient of variation :

SE(X) = X - CV(X) ,
= 75,988(.0157)
= 1,193 returns

The 95 percent confidence interval is .constructed
multiplying the value of the SE(X) by 2, then adding a0d
subtracting this value from the estimate. Based on t
data for this example, the 95 percent confidence inter+a l
is :

(X - 2 * SE(X), X + 2 * SE(X)) -
(75,998 - 2 * 1, 193, 75,998 + 2 * 1, 193)
(75,998 - 2,386, 75,998 + 2,386)

Thus, the interval estimate is frorn 73,612 returns to . 78,3§4
returns.

In addition to sampling error, another type of error
called nonsampling error can affect the estimates . Non-
sampling errors can be classified into two groups : randc m
errors whose effects may cancel out and systematic errc rs
whose effects tend to remain somewhat fixed and result in
bias .

Nonsampling errors can be categorized into coverage
errors; nonresponse errors; processing errors; a6d
response errors. These errors

.
can be the result of the in-

ability to -obtain information about all returns in the
sample, differing interpretations of tax terms and tax in-
structions, inability of a corporation to provide accurAte,in-
formation (data are collected before auditing), IhAbility:to
obtain all tax schedules and attachments,, errors In record-
ing or coding the data, errors in collecting or cleaning the
data, errors made in estimating values for missing data ,
and failure to represent all population units .-
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response for SOI occurs when a sampled return is unavail-
able for SOI processing . For example, other areas of the
IRS such as Audit, or Collection, or a District Office may
have the return during the time SOI needs ft. These
returns are termed unavailable returns . In 1988, there
were 162 unavailable returns in the corporation study,
which constituted about two-tenths of one percent of the
sample .

The following chart contains the number of unavailable
returns for years 1984-1988 .

Year . . . . . . . . . . . . . .

Total . . . . . . . . . . . . . 1,488

1 gig 1 gjZ 19M 1987 1988

3,460

Estimated
number of

return
s

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .3(?0

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .4C?O . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

SIX . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

7CPO . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
SIX
SIM

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1

I, :
2.
2,

3 ,
4

,

7

,

5 ,

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

jg

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

.000

. . . . . . . . . . . . . . . . . . . . . . . . . . . . .

000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
:000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

3 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . I . . . . . . . . . . . . . . . .

100,000 . . . . . . . . . . . . . . . . . . . . . . . . . . . .
150.000 . . . . . . . . . . . . . . . . . . . . . . . . . . . .
250,000 . . . . . . . . .. . . . . . . . . . . . . . . . . . . .
500000 . . . . . . . . . . . . . . . . . . . . . . . . . . . .
700 :000 . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1 000,000 . . . . . . . . . . . . . . . . . . . . . . . . . . .
1 :500,000 . . . . . . . . . . . . . . . . . . . . . . . . . . .
2,000,000 . . . . . . . . . . . . . . . . . . . . . . . . . .

1 includes zero assets and assets not re ortd

Under
$100.000

(1 )

1 37 .87
112 .5 7
97 .49
87 .20
79 .60

73.70
68.94
64 .99
61 .99
56.29

52 .11
48 .75

45 .96
4360
39.00

35.60
30.83
27 .57
23 .31
19 .50

5 .92
112 .33
10.42
8.72
7.1 2

5 .21
5 .03
3 .90
2 .7 6

1 .95
1 .59
1 .38

$100,000
unde r

$250,01)(3

(2)

93 .67
76 .48

66 .23
59 .24

54 .08

50.07
46.83
44.16
41 .89
38 .24

35 .40
33 .12

3'
.22

29 .62
26.49

24.18
20.94
18.73
15.83
13 .25

10 .82
8 .38
7 .08
5.92
4.84

3 .54
3 .42
2 .65
1 .87
1 .58

(4)
(4)
(4)

Tables shoviring the classification by size of total assets

$250 .000
under

$500 .000

(3)

67.07
54.76
47.42
42.42
38 .7 2

35 .85
33 .53
31 .62
29 .99
27.38

25.35
23 .71
22 .36
2121
18 .9 7

17 .32
15.00
13.41
11 .34
9.4 8

7 .74
6 .00
5 .07
4 .24
3 .46

2.53
2.45
1 .90

1 .34
(4)

(4)
(4)
(4)

S500 .000 $1,000.000 S5,000,000 $10,000,WO
under under under under

$1,000.000 $5.000,000 $10.000,000 $50,000 .000

(4) (5) (6) M

47 .67
38 .92
33 .71
30 .15
27 .52

25.48
23.84
22 .47
21 .32
19 .46

18 .02
16 .85

1 5
.89

15.07
13 .4 8

12 .31
10 .66
9 .53
8 .06
6 .74

5.50
4 .26
3 .60
3 .01
2 .4 6

1 .80
1 .74
1 .35

(4)
(4)

(4)
(4)
(4)

(Percent) 2 3

30.46
24.87
21 .54
19 .27
17 .59

16 .28
15 .23
14 .36
13.62
12.44

11 .51
10.77
10.1 5
9 .63
8 .6 2

7 .87
6 .81
6.09
5.15
4.31

3 .52
2 .72
2 .30
1 .93
1 .57

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1 .15
1 .1 1
.86

(4)
(4)

(4)
(4)
(4 )

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

18.40
15 .02
13 .01
11 .64
10 .62

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

9 .83
9.20
8.67
8.23
7 .5 1

6 .95
6 .50
6 .13
5 .82
5.20

4.75
4 .11
3 .68
3 .11
2 .60

2 .12
1 .65
1 .39
1 .1 6

(4)

(4)
(4)
(4)

(4)
(4)

(4)
(4)
(4)

8 .83
7 .21
6.24
5.59
5.1 0

4 .72
4 .42
4 .16
3 .95
3 .6 1

3.34
3.12
2.94
2 .79
2 .50

2 .28
1 .97
1 .77
1 .49
1 .25

1 .02
.79
.6 7

(4)
(4)

(4)
(4)
(4)
(4)
(4)

(4)
(4)
(4)

354 21 3

$50,000,000
$, under

200 .000,000

(8)

162

Tables not
shmving
classes

by size of
total assets

(9 )

137.87
112.57
97 .49
87 .20
79 .60

73 .70
68 .94
64.99
61 .66
56.29

52.11
48 .75
45 .96
43 .60
39 .00

35.60
30.83
27.57
23 .31
19 .50

15 .92
12 .33
10 .42
8.72
7.1 2

5.21
5 .03
3 .90
2 .76
2 .33

1 .95
1 .59
1 .38

p .2 Coefficient of variation is zero for returns vith total assets of sloo .000 .000 or more3
This percentage should normally not be used for estimates designated by a single asterisk because the approximation shown here is inapplicable when the sample is too small to yield reliaWe confidence intemal estimates.'Not applicable because the estimated number of returns is greater than the poputation count .

s
Coefficient of variation is kiss than 1 .00 but greater than zero.

NOTE : To cletertnine the coefficient of variation (CV) for an estimated number of returns not listed. divide desired number by 100, look up CV of divided number, then divide CV by 10 to obtain new CV . For example, to find the CV for 60,000returns having total assets of $300.000, divide 60,000 by 100 - 600, look up CV for 600 in column (3), CV - 33.72%, cirvide CV by 10 - 3,87% for 60,000 returns .

. . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

F!gure E-Coefficient of Variation of Estimated Number of Returns, Income Year 1988

'Coverage errors In the SOI corporation study can result
from the difference between the time frame for sampling
and the actual time needed for filing and processing of
returns . Many of the largest returns receive extensions to
their filing periods and as a result end up filing after
sample selection has ended for that tax year . The effect
on the estimates due to this type of coverage error is mini-
mi,zed by the use of imputation procedures .

Poverage problems within industrial divisions in the SO[
corporation study result from the way consolidated
returns may be filed . The Internal Revenue Code permits
a parent corporation to file a single return which includes
the combined financial data of the parent and all its sub-
sidlarles . These data are not separated into the different
industries but are entered into only one industry . Thus,
th j

re Is an undercoverage of financial data within certain
Ingustries; and overcoverage in others [18] . Coverage
pr~bllems within industrial divisions present a limitation on
an~ analyses done with the sample results . Unit non-

13
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Errors in recording, coding or processing the data can
cause a return to be sampled in the wrong sampling class .
This is called a mis-stratification error . One example of the
way a return may be mis-stratified is the following : A cor-
poration files a return with total assets of $10,000 .00 and
net income of $5,000.00 ; a processing error causes the
return to be classified according to $1,000,000 total assets
and $5,000 net income . The return would be. mis-stratified
according to the incorrect value of total assets . The fol-
lowing chart contains the number of mis-stratified returns .

Year . . . . . . . . . . . . . .

Total . . . . . . . . . . . . .

1985 1986 1987 1988

3,849, 2,264 . 3,213 1,802

Mis-stratified returns in the sample were reclassified into
their proper sampling classes after complete data capture.
The population of return's that needed to be reclassified
was estimated from the sample and the stratum pdpula-
tion sizes were adjusted accordingly [191 . Population and
sample totals were minimally affected by the reclassifica-
tion and an analysis of the sample results tended to .con-
firm that mis-stratified returns were randomly distributed .

Response errors are due to data being captured before
auditing. Some purely, arithmetical errors made by the
taxpayer are corrected during the data,capture and clean-
ing processes. Adjustments to a return during auditing
are not incorporated into the SOI file, because of time
constraints .

TABLE NOTATION

All money amounts and frequencies in the following
tables are subject to rounding error. As a result, a row or
column of frequencies or amounts may fail to add exactly
to the corresponding total amount . Money amounts are
rounded to the nearest $1,000 at the table level . Amounts
of $500 or more were rounded up to the next thousand .
Total amounts under $500 are entered as zero and foot-
noted to indicate that an amount was present and greater
than zero but less than $500 .

Whenever a cell frequency was less than three, the es-
timate was combined or deleted in order to avoid dis-
closure of information about specific corporations.
Combinations or deletions are indicated by a double
asterisk (**) or a triple asterisk (***) respectively. In all
other cases, an estimate based on fewer than ten returns,
not all selected at 100 percent is indicated by an asterisk

and should be considered statistically unreliable .
-1 hese estimates should typically be used in combinatinn
with other tabulated values due to the small sample size .

The statistical reliability of each cell in the tables is deter-
mined separately from all other cells . Thus, it is possible
to see a total figure with an asterisk (*) indicating statisti-
cal unreliability and see a -subset of that total not so n-
tified. For example, an-industrial division amount could be
based on seven returns, three not sampled at 100 percent .
This amount would received an asterisk. However, a
major group within the division may have all of the four
returns sampled at 100 percent and not receive an
asterisk . I -

A dash () in place of a frequency or an amount can indi-
cate one of two things . If returns were sampled at 1,00
percent, then no returns had that particular characteristic.
If returns were sampled at less than 100 percent, then. 1 .
either no returns in the population had that characteristic
or the characteristic was so rare that it did not appear in
any of the sampled returns.

INDUSTRIAL CLASSIFICATION

I

The-industry .classification used in this report gene Ily
conforms to the Enterprise Standard Industrial Classifica-
tion (ESIC) authorized by The Office of Information and-
Regulatory Affairs in The Office of Management and
Budget (OMB) . This classification was designed- to class-
ify companies which are'often engaged in more than c ne
industry activity into only one industry category . It follo Ns
closely the detailed Standard Industrial Classification (S C)
Manual which is authorized by OMB. Some departures

-from the ESIC system were made by SOI for financial in-
dustries in

'
order to reflect particular provisions .of the In-

ternal Revenue Code. For a comparison of the ESIC and
SIC industries with the SOI industries used in this report,
see the complete report, Statistics of Income-1977, Cor-
poration Income Tax Returns [18,20] .
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Section 4

INCOME AND FINANCIAL DATA BY INDUSTRY
AND SIZE

I Returns of active corporations : Number of
returns, selected receipts, cost of sales and opera-
tions, net income, deficit, total income tax, selected
credits, total assets, depreciable assets, depreciation
deduction, and coefficients of variation, by minor in-
dustry, page 18.

2 Returns of active corporations : Balance sheets,
income statements, tax and selected other items, by
major industry, page 30 .

3 Returns with net income : Balance sheets, in-
come statements, tax, and selected other items, by
major industry, page 38 .

4 Returns of active corporations : Balance sheets,
income statements, and selected other items, by size
of total assets, page 46.

5 Returns with net income : Balance sheets, in-
come statements, and selected other items, by size of
total assets, page 48 .

6 Returns of active corporations : Selected balance
sheet, income statement, and tax items, by industrial
division, by size of total assets, page 50.

7 Returns of active corporations : Selected balance
sheet, income statement, and tax items, by industrial
division, by size of business receipts, page 55 .

SELECTED SUBJECT S

8 Returns of active corporations: Total receipts,
net income, statutory special deductions, income tax,
selected credits, and taxpayment items, by accounting
period ended, page 60.

BASIC TABLES

9 Returns of active S Corporations, Form 1120S:
Balance sheets and income statements, by industrial
division, page 61 .

10 Returns of active corporations, Form 1120-A:
Balance sheets and selected income statment items,
by industrial division, page 62 .

11 Returns of active corporations, consolidated
returns: Balance sheet, income statements, tax, and
selected other items, by selected industrial divisions,
page 63.

12 Returns of active foreign corporations with U.S .
business operations, Form 11 20F: Income statements
and selected tax items by selected industrial
divisions, page 64 .

13 Returns of active corporations : Tax items: Num-
ber of returns by selected types of tax, dividend items,
net income or deficit, statutory, special deductions, in-
come subject to tax, income tax, credits, payments, by
selected industrial divisions, page 65 .

14 Returns of active corporations, other than Forms
1120-REIT, 1120-RIC, and 1120S : Number of returns,
selected income, tax, credits, and general business
credit items, by selected industrial divisions, page 66 .

15 Returns of active corporations, other than Forms
1120-REIT, 1120-RIC, and 1120S : Alternative minimum
tax: number of returns, tax preference adjustments,
and related items, by selected industrial divisions,
page 67.

16 Returns'of active corporations, other than Forms
1120-REIT, 1120-RIC, and 1120S : Number of returns
and selected tax items, by size of total income tax after
credits, page 68.
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Corporation Returns/1988

RETURNS OF ACTIVE CORPORATION S

Table I -Number of Returns, Selected Receipts, Cost of Sales and Operations, Net Income, Deficit, Income Subject to
Tax, Total Income Tax, Selected Credits, Total Assets, Depreciable Assets, Depreciation Deduction, and Coefficients of
Variation by Minor Industry
[All figures are estimates based on samples-money amounts are in thousands of dollars )

Nurnber of returns TOW receipts
cost of Inoonie

Minor Industry With t Ali Returns
Business
recei ts

~
sales arid Not Income Deficit subject

TOW
n e

I t with
p

operations to tax
rKxxm re urns

w ircome

(2) (3) (4) (5) (7) (8)

Total returns of active corporations . . . ..... . . .... . . . 3,562,789 1,908,799 10,264.887,"l 8,167,955,799 111,949,848,244 5.9",935,455 W5,850,912 1142,888,1159 383,201 .978

Agriculture, forestry, and fishing . .... . . .... . . . .... . . . 119,902 63,943 86,258,094 60,727,744 80,520,140 57,188,712 4,184,927 2,669,006 2,007,91 0

Agricultural production . .. .. .. .. .. .. .. .. .. .. . ... .. .. .. .. . ... . .. .. 76.765 41,997 S31174 .622 36,836,908 48,555.585 33,545,648 . 3,002,734 2 .022,105 1,443 .16 1
Agricultural services (except veterinarians) .

forestry . fishing, hunting, and trapping . .. .. .. .. .. .. . 43,137 21 .947 33,083 .472 23,890.836 31 .964.555 23 .643.064 1,182,193 546.901 564,74 9

Mining . . . . . ... . . . . .... . . . . . .. . . . . .. . . . . ... . . .... . . . .... . . .:.. . . . 41,080 16,133 100,426,996 78,562,919 87,350,933 54,S73,351 111,5811,3155 4,"9,500 4,680,71 1

Metal mining . ... . .. .. .. .. .. .. .. . ... .. .. .. .. . ... .. .. . ... . ... . ... . .. .. . 1,500 177 11 .360,604 9.616,261 9.416.839 5.806.446 1,905,074 359.367 938,738
Iron ores

. .. . ... . .. .. .. .. *. . .. .. .. .. . .. .. .. .. *. .. .
. .. .. .. .. .. . .. .. . '24 -1 .395 .618 1,256,236 1 .213.954 1 .037 .953 '133,184 *3.200 -127,356

Copper, load and zinc, gold and silver ores 1,150 60 5 .015,588 3.578 .293 3.704.579 2 .002,810 1,058,191 302.191 782 .96 2
Other metal mining . .. .. .. .. .. .. .. .. . .. .. . ... .. .. .. .. . ... . .. .. 326 98 4,949,398 4.781 .732 4.498.306 2 .765,682 713,699 53,975 28,420

Coal mining .. . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . ... . .. .. . 4,101 1,736 20 .695,756 15.703,992 19.218.836 13,154,870 1,026,994 292,244 395 .684
Oil and gas extraction .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. . ... . ... . 31 .441 12,217 57,009 .643 43,124 .465 47.989,076 29 .427,945 4 .584,511 3,677,470 2,609 .739

Crude petroleum, natural gas, and natural
gas liquids .. .. .. .. .. .. .. .. . ... . ... .. .. . ... .. . .. ... . ... . .. .. .. .. . 17,734 6,515 35,875,227 30.529 .728 29.403.425 18 .339 .092 3 .000,508

1
. 984.617 1,743 .89 1

Oil and gas field servicei; . . ... . .. .. ... . .. .. .. .. .. .. .. .. .. .. 13,707 5,702 21 .134,416 12.594 .738 18.585.651 11 .088,853 1 .584,003 1 .692.853 865 .848

Nonmetallic minerals. except fuels .. .. .. .. .. .. .. .. .. . ... . . 4,038 2.003 11,360,993 10,138,200 10.726.181 6 .184,089 1,064,776 140.420 736,549
Dimension, crushed, and broken stone,'sand
and gravel . . .. .. .. .. .. .. .. ... . ... .. .. . ... .. .. ... . ... . ... . .. .. . 3.135 1,54i 8,216,308 7,730 .951 7,755,329 4,670,367 759.290 79.954 483,352

Other nonmetallic minerals . except fuels .. .. .. .. .. . 902 456 3,144,685 2.407 .249 2,970,852 1 .513 .722 305,486 60.466 253 .198

Construction . . . ... . . . . . ... . . . . .. . . . .... . . .... . . .... . . . .... . . . 381,499 222,350 499,690,338 379,475,638 485,711,849 375,920,136 17,946,717 8,602,797 8,340,495

General building contractors and operative
builders

. .. .. .. . . .. .. .. .. . .. .. .. * * .. .
. .. .. .. .. .. .. .. . . 154,212, 80,526 233,674,634 178.446,658 226,055.865 186 .915 .122 7,634.860 3,201 .897 3.367,80 1

:General building contractors . .. .. .. .. .. .. .. .. .. .. .. .. .. .. 150,200 78.292 222,130,016 168,585,693 215,538.783 182,386 .312 6,824,407 3,033.233 3,109,485

Operative builders .. .. .. .. .. .. .. .. .. .. ... . .. .. .. .. .. .. .. .. . ... . 4,012 2.234 11,5",618 9,860,965 10,517 .082 4,528,810 810,453 168,664 258 .31 6

Heavy construction 24,109 15,141 74 .798,645 57,344 .265 70,903,305 55,435 .867 3 .824,460 1,026.817 1 .747,669
Special trade contractors . .. .. .. .. . ... .. .. . ... . ... . .. .. 203.178 126,6113 191 .217,058 143,684,715 188,752.679 133,569 .148 6,487,398 2,374.083 3.225,025

P umbing, heating, and air conditioning .. . ... . .. .. . 37,089 22 .025 40,204,731 30,746 .533 39,759.044 29,214,481 1,152,524 440,920 ~640,888
2ectrical work . .. .. .. .. .. .. . ... . ... . ... . ... . .. .. .. .. ... . .. .. .. .. . 31,237 16,823 32,507,346 23,351,850 31,995,871 23,538,794 1,050,743 . 431,468 555,362
Other special trade contractors an d

contractors not allorable ... . .. .. ... . .. .. .. .. .. .. .. .. .. .. 134,851 87,M 118,504.982 89,586,333 116,997,765 80,815,873 4,284,131 1,501,695 2.028 .775

Manufacturing . .. . . . . . . ... . . . .... . . . 299.0138 -172,955 3,346,965,911 2,921,357,987 3,11118,059,1530 2,117,827,704 232,182,692 27,099,041 197,348,499

Food and kindred products . . ... . .. .. .. . ... . .. .. .. .. .. .. .. .. 18,301 9,098 358,646,950 296,868,425 342.469,522 245,959 .866 18,199.052 2,357,550 15.664,250
Meat products . .. .. .. .. .. . . ... . ... .. .. . ... . .. .. ... . ... . .. .. 2.383 1,325 66,863,487 51,944,610 66.027,403 58,357 .604 1,286.730 379,974 944,220
Dairy products . .. .. .. .. .. .. .. .. .. .. .. .. . ... . ... . .. . ... . .. .. .. .. . 2.093 619 37,589,865 31,327,962 35.453,437 26,113,064 2,271 .593 155,494 2,125 .868
Preserved fruits and vegetables .. .. .. .. .. .. .. .. .. . ... .. 976 304 22 .6n,171 20,791 .612 21 .601,521 14,515,279 1,485,417 51,237 1,268 .969
Grain mill products . .. .. .. .. .. .. .. .. .. ... . .. .. .. .. .. .. . ... . ... . 2,325 1,859 63,928.488 59,359,422 61 .188,745 42,791,257 4,012,842 109.524 3,836 .026
Bakery.products .. .. .. .. .. . ... . ... . .. .. ... . .. .. .. .. ... . .. .. .. .. . 3.002 958 14,120.906 10,101,501 13,662,873 7,713,778 600,816 145,515 470,946

Sugar and confectionery products :. .. .. .. .. . ... . .. .. . 964 510 24,787,986 16,147,022 22.938,097 14 .956,532 1,610,247 124,486 1 .268,697
Malt liquors and malt .. .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. . ... . 12

.5 15 .469,568 '12,454,293 14,986,684 8,337,970 '988,026 258,611 '986,397
Alcoholic beverages . except malt liquors and

malt . .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 682 412 9,145.458 7,412,965 7,842,109 5,0",401 1,079,184 124,383 846 .420
Bottled soft drinks, and flavorings .. .. .. .. .. .. .. .. .. .. . . 871 538 ",537,085 37,880,728 41 .050,422 23,533,683 3,008,917 307,332 2,530 .443
Other food and kindred products .. .. .. .. .. .. .. .. . ... . . 4.992 2.568 59,677,935 49,"8,311 57.718,231 44,592 .299 1,855,280 700.995 1,386 .263

Tobacco manufactures . .. .. ... . .. .. .. .. ... . .. .. .. .. .. .. .. .. . ... 71 . 67 63 .691 .438 63,615,199 56.700,224 28 .959,189 10,277,586 * 14,849 9,944,683
Textile mill products . .. .. .. .. . ... . ... .. .. . ... . .. .. ... . ... . .. .. .. .. . 4 .545 2.967 54 .558,792 43,480,200 52.489,999 40,120,121 2,670,136 662,042 1,912 .370

Weaving mills and textile finishing . .. .. .. .. .. .. .. .. .. .. 505 282 19249.031 15,081,594 18,222,363 13 .703,014 1,221,795 185.418 1,075 .382
Knitting mills . . .. .. .. .. .. .. .: .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . .. .. . 1,248 871 7 :242 749 5230477 7,180,725 5 .536,238 313,339 113,966 183 .452
Other textile mill products . .. .. .. .. .. .. . ... . ... . ... . .. 2,792 1,815 28 .067:012 23:168 :128 27.086,911 20 .880 .869 1,135,002 362,657 653 .536

Apparel and other textile products .. .. .. .. .. .. .. .. .. .. .. .. 17.040 8.224 67,849.272 52,231,866 65,760,142 47,239,166 3.148,965 1 .015.755 1 .931,739
Men's and boys' clothing .. .. .. .. .. .. .. . ... .. .. . ... . .. .. .. .. 1,699 1 .018 17,591,576 14.324,804 16.799,290 12 .158 .832 1 .061,557 137 .970 677 .488
Women's and children's clothing . .. .. .. .. .. .. .. .. .. .. .. 6,1307 2.220 27 .721 .461 21,841,962 26.772,142 19 .336 .525 1,359,844 504,482 882 .440
Other apparel and accessories . ... . .. .. .. .. .. .. .. .. .. .. 2,947 1,666 8 .627,166 5,823 .639 8.479 .073 5,783 .617 269,104 168.386 129,571
Miscellaneous fabricated textile products ;

textile products . not elsewhere classified 6,387 3,321 13,909.068 10,241,462 13.709,637 9,960,193 458,459 204,917 242,240

Lumber and wood products . ... . .. ... .. . .. .. .. . .. .. .. .. .. .. 17.066 9.573 80,903,114 66,528 .465 77,223 .872 57 .367,656 4,457,827 722,402 3,187.254

Logging, sawmills, and planing mills . .. .. .. . ... . .. .. . 6.502 3.373 31 .592,416 27,707,903 29,601 .871 21 .523 .009 2,260,699 220,638 1,818,480

Millwork, plywood, and related products . . .. .. .. .. . 5.376 3.900 33,128.300 30,029 .715 32,268 .656 24,498 .435 .1 .745,164 158,253 1,110,034

Other wood products, including wood
buildings and mobile homes .. .. .. .. .. .. .. .. .. .. .. .. .. 6,188 2.300 16 .182,398 8,790 .847 15,353,345 11,346 .512 451 .965 343,511, 258,740

Furniture and fixtures . .. .. .. .. .. .. .. .. .. ... . .. .. .. .. .. .. .. .. . ... . 8,959 5,412 40 .185,289 31,132,455 39.288,679 27,892 .198 1 .733.003 485,374 1,338.804
Paper and allied products .. .. .. .. .. .. .. .. . ... .. .. . . . . ... . .. .. 3,298 2.OD4 115 .602,990 106.940 .936 111,411 .467 74,390,707 9.249.010 336,993 8,323.065

Pulp, paper, and board mills . .. .. ... . .. .. .. .. . .. .. .. .. .. . 215 150 61 .513,551 60.131,111 59,379 .376 38,534 .679 5,148,964 73,670 4 .810,723
Other paper products . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . ... . ... . 3,083 1,855 54,089,439 46,809 .825 52,032,091 35.856,029 4,100,046 263,324 3,512,342

Printing and publishing .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . ... . 48.128 27.645 156 .200,423 125,258,978 145,727,139 75,073,094 12,637 .788 2,739 .299 10,544,386

Newspapers- .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . ... . .. .. . 5.812 4.250 50,695,495 43,938,642 45,536,146 18,861,682 5,568.594 615,429 4,958,434 ,

Periodicals . ... . .. .. .. .. .. .. .. .: .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 6,302 2.317 18 .583,768 13,663,844 17,528,992 8,527,116 1,019,202 578,858 814,885

Books, greeting cards, and miscellaneou s
publishing .. .. .. . ... . . .. .. .. .. .. .. .. .. .; ... . .. .. .. .. .. .. .. .. .. .. 9,031 3.606 28,131,624 23 .239,995 25,286 .239 10,625,079 3,228,529 726 .425 2 .900,954

Commercial and other printing and printing ,
trade services . .. .. .. .. .. . ... .. .. .. .. . ... .. .. . ... . ... . ... . .. .. . 26,984 17,473 58,789,536 44,416,497 67,375,763 37,059,217 2,821,463 818,586 1 .870.11 2

Chemicals and allied products. .. .. .. .. . ... . ... . ... . .. .. .. .. 10.232 7,235 338,728.050 314,480,221 315.836,954 191 .359.800 33,821,228 1,590,800 31,347,827

Industrial chemicals, plastics materials an d
synthetics .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . . 4,832 3,272 165,840.476 155,382,959 154,702,801 100,476.370 16.198,604 581,454 14 .710,14 2

Drugs. . ... . .. .. .. .. .. .. .. . ... . .. .. ... . ... . .. .. ... . .. .. .. .. ... . .. .. .. .. 960 686 72,324,464 66 .073.611 66,080 .207 28.967,220 11 .645,151 550,805 11 .343,384

Socip, cleaners, and toilet goods . .. .. .. .. .. .. .. .. .. .. .. 2,189 1,718 64.280.987 .63,008.779 60,499,673 39,735,690 3.920 .129 110 .821 3,753.91 2

Paints and allied products .. .. .. .. .. .. . ... .. .. .. .. . ... . .. .. 709 548 9,487,416 8 .146.887 9.293,260 5,665,340 469,172 53,505 423,37 7

Agriculture and other chemical products ... .. . .. .. . 1 .641 1,011 26.794 .707 21,867.985 25.261,013 16.515,180 1,588 .173 294,214 1,117.01 2

Petroleum (including integrated) and coa l
products . .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. .. ... .. .. .. .. .. .. .. .. .. .. 1,362 938 409."9.585 392,341 .046 378.641,116 274,112,102 28,024,985 734,165 25 .208,41 9
Petroleum refining (including integratecl) . . . 445 296 403,890,711 388,502.800 373,389 .711 270,251,594 27,699 .846 663,114 25,013.665
Petroleum and coal products, not elsewhere

classified . .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 917 643 5.558,874 3,838.247 5,251 .405 3,860,507 325,140 71,051 194 .753

Rubber and miscellaneous plastics products 13 .328 8,041 76,156,849 60,917,536 .72 .896,745 51,716,202 3,826,056 810 .994 2,693,54 2
Rubber products; plastics footwear how and

betting . .. .. .. .. .. .. .. . .. .. .. .. ... . .. .. .. .. ... . .. .. .. .. ... . .. .. .. .. 1 .870 1,G47 33,593,603 27,389,186 31,459 .514 22,184,282 1,694,924 284,872 1 .470,469

Miscellaneous plastics products :.. . ... . .. .. .. .. .. .. .. .. 11 .458 6.994 42,563 .246 33,528,351 41 .437,231 29,531,920 2,131,132 526,122 1,223,07 4

Leather and leather products . .. .. .. .. .. .. .. .. .. .. .. .. .. . ... . 1,695 1 .017 15.315 .835 13,930,311 14 .807,062 10,477,182 710,758 99,206 493,01 1
Footwear, except rubber . .. .. .. .. .. ... . .. .. .. .. .. .. .. .. .. .. . 239 192 10.916 .140 10,007.202 - 10,491,413 7,184,699 505,555 61,304 389,84 5
Leather and leather products, not elsewhere

classified . .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. ... . .. .. .. .. .. .. .. .. .. .. 1 1 .456 825 4,399 .695 1 3,923,109, 4,315,649, 3.292,483, 205,203 -37,902

Footnotes at and of table. Sea tax for "Explanation of Terms" and "Description of the Sample and Limilatitins of the Data . "
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Corporation Returns/1988

RETURNS OF ACTIVE CORPORATION S

Table 1 -Number of Returns, Selected Receipts, Cost of Sales and Operations, Net Income, Deficit, Income Subject to
Tax, Total Income Tax, Selected Credits, Total Assets, Depreciable Assets, Depreciation Deduction, and Coefficients of
iVariation by Minor Industry-Continued
[All figures are estimates based on samples-money amounts are in thousands of dollars ]

Number of returns Total receipts
c t f I

Minor industry With net All Returns Businew
receipts

os O
sales and Net income Deficit

ncome,

Total Income returns Mth operations to tax
nelincome

1

(1) (2) (3) (4) (5) (6) (7) (8) (9)

111111"mirlacturing-Contfinued
Stone. clay, and glass products .. .. .. .. . ... .. .. . ... .. .. .. .. . 9,839 6,872 66,461,500 47 .307,987 62,659,821 41,891,527 3,913,620 1 .348,030 3,077.571
Glass products .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. . ... .. .. _ 1,291 993 23,624,850 13,604,390 22.072,592 13 .898 .148 1 .379,555 687,114 1,175,11 8
Cement, hydraulic __. .. .. .. . .. .. .. .. .. .. ... . .. .. .. . 190 102 6,318,771 4,958,946 5,763,425 3 .940,427 249 .3D9 121,905 110.740
Concrete, gypsum, and piaster products . .. .. .. .. .. 4,736 3,706 22,441,937 17 .100 .548 21,342,232 15 .015,427 1 .174,609 336,157 882.851
Other nonmetallic mineral products ___ 3,622 2,071 14 .075.941 11 .644,103 13,481,572 9 .037,525 1,110,146 202 .854 908.862

Primary metal industries . .. .. . .. .. ... . .. .. .. .. .. .. .. . .. .. .. .. .. . 4,258 3,263 137,547,407 114,900,726 132.557,680 102,900,881 7 .677,269 587,213 4 .241 .61 1
Ferrous metal industries . miscellaneot.i s

primary mineral products . .. .. .. .. .. . ... .. .. .. .. .. .. .. .. . 2,693 2,202 69150,895 63,902,367 66,761 .077 49,722,820 4,118,614 323,579 2 .250.248
Nonferrous metal industries . .. .. .. .. .. . ... .. .. .. .. .. .. .. .. . 1 .565

1,061
68:396,512 50,998,359 65,796,603 53 .178.062 3 .558,654 263,634 1,991,363

Fabricated metal products . . .. .. ... . .. .. .. .. .. .. .. . 48 .800 30,404 177,950,284 146,150 .868 171 .553,904 122,528.728 9,675,254 2,121,303 6,375.87 0
Metal cans and shipping containers. .. .. .. ... . .. .. .. .. 164 134 9,470,786 8,288,213 8,737 .554 6,882,411 543,178 '49,972 480,280
Cutlery, hand tools. and hardware ; scre~

machine products, baits, and simila r
prod cts .. .. .. .. .. . .. .. .. .. .. __ . .. .. .. . .. .. ... . ... . ... . ... . 3 .798 2,881 17,069,113 14,798,102 16,141,844 10,409.334 1,499,936 131 .324 1,064,699

Plumbing and heating except electric an d
~varm _7

.
. .. .. .. .. ..

.
. .. .. ... . ... . ... . 805 467 12.554 .825 10,964,703 12,030,313 8,056,840 796,410 117,386 721 .31 1

Fabricated structural metal products 8,169 5,571 42,361 .656 35,391,661 41,082,850 30,522,974 1 .965 .369 522,219 1,285,322
Metal forgings and stampings . .. .. .. .. .. .. .. .. .. .. .. .. .. . 3,649 2 .502 20.389.294 16,693,871 19,897,1137 14,533,747 962,735 227 .953 599.609
Coating. engraving

.
and allied services . .. .. .. .. .. .. 1 .997 1,627 5,123.469 4,530,391 5,037,664 3,259,517 348,438 26,955 158,32 7

Ordnance and except vehicles
and guided missiles .. .. .. .. .. .. .. .. . .. .. ... . .. .. ... . ... . .. . 275 122 2,247,092 1,745,155 2,211,629 1,649.030 80,114 '64 .980 76,17 3

Miscellaneous fabricated metal products . .. .. .. .. .. 29,943 17,101 68,734,049 53,738,771 66,414 .212 47 .214.875 3,479,073 980,515 1,990.14 9
Machinery, except electrical . .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. . 28,932 17,752 288,773,459 241,197,900 249,318,543 164 .279.972 24 .476,713 2 .533 .417 20,698,159
Farm machinery . . .. .. .. .. .. .. .. . ... .. .: I .. .. .. .. .. .. .. .. .. .. 2214 1,082 12,403,765 10,430,130 10,609,847 6 .323.707 1,072,430 104 .726 343,733
Construction and related machinery . .. .. . ... . ... . ... . 2 :262 1,358 34.935.889 30,235,649 32 .895,098 24 .012,824 2 .252,692 253,024 1,522,04 9
Metal.orking machinery . .. .. . .. ... . .. .. ... . ... . .. . 8 .206 4,471 18,656.776 13,677,019 17,902.952 11 .692,716 1,052,711 295,661 606,53 9
Special industry machinery 4 .655 3,736 23,303,522 18.281 .056 22,274,120 15,645,787 1,184,602 423,021 729,81 6
General industry machinery . .. . .. .. .. .. . .. .. .. .. .. .. .. .. . 4,126 2,322 30,698,741 23,270,988 29,653,523 20 .200,119 1 .688,547 289,129 1,266.352
Office. computing, and accounting

machines 548 309 128,100,853 115.640.325 97 .527,928 58,749,255 14,967,902 637 .090 14,393,230
Other machinery. except electrical . ... .. .. .. .. .. .. .. .. . 6,920 4,475 40,673,913 29.662,532 38 .455.075 27,655,564 2 .259,830 530,768 1 .836.440

Electriiaal and electronic equipment .. .. .. .. .. .. .. .. .. .. .. . 23,321 11,934 296,244,817 253,344,273 273,705,444 177,901,991 19,805,238 4 .437,953 16.446,11 1
Household appliances . .. . .. .. ... . .. .. .. .. . ... .. .. .. .. .. .. . ... 320 279 15,669,233 13,069,055 14,996,907 10 .656.618 793,494 198,229 681 .28 7
Radio, television . and communication
equipment . .. .. .. .. .. . ... . .. .. . .. .. .. .. .. .. . ... .. .. . ... . 2,467 832 42.799,071 36.410,814 40,928,170 28,068.383 1,781 .453 671,418 1 .539.364

Electr
' 0

ponents, and acces;sones ...
onic c m

11,745 5.827 111,133,877 88,828.385 104,403,747 70 .555,687 8,733.842 2,421,178 7.280.090
Other electrical equipment . .. ... . .. . . .. ... . ... . ... . ... . .. . 8.790 4.995 126,642,636 115,036.019 113,376,620 68 .621,302 8,496,450 1,147,128 6.945.37 0

Motor vehicles and equipment .. . ... . .. .. .. .. .. .. .. .. .. .. .. . 2,686 1,417 306,211,123 289,116.471 276,806.122 196,494,450 14 .234.187 1,083,165 13."7.188
Transportation equipment, except motor

vehicles 4,252 1 .433 144,753,753 135,197,017 134,165,212 97,756.799 11,755.228 685,524 10,498,022
Aimraft. guided missiles and parts .. .. .. .. .. .. 1,237 396 123.673,346 120,008,926 114,089,474 82 .079,400 10,862,202 332,088 9.848,502
Ship and boat building and repairing . .. .. .. .. .. .. .. . 1,941 653 9,145,943 6.151,405 8,783,670 6,698.975 323,114 176,635 208.08 7
Clh .r transportation equipment, except

motor vehicles . ... . ... . .. 1,074 384 11,934,465 9,036.686 11,292,068 8,978.425 569,911 176,801 "1 .433
Instruments and related products . .. .. .. .. .. .. .. .. .. .. .. .. . 8,769 5.633 84 .848,016 71,119,529 78,268,761 45,561,461 8,043,704 1,323,507 7,337.03 7

Scientific instruments and measurin g
devices : watches and clocks . .. .. .. .. .. .. .. .. .. .. .. .. . 2,518 1,238 34,420,344 30,342,541 31,254.619 18,768.408 4,051 .760 334,959 3.622,935opf.,

. medical, and ophthalmic goods ... . ... _ 5,205 4,071 29.603,559 21,493,969 27,701,623 15,035,299 2,573,522 814,619 2.348,42 7
Photographic equipment and supplies .. . ... .. .. . ... . 1,046 324 20,824,113 19,283,018 19,312,519 11,757 .755 1,418.422 173.928 -1,365.676

Miscellaneous manufacturing an d
manufacturing not allocable . .. .. .. .. .. . .. . ... . ... . .. .. .. . 24,657 12,024 68.886,965 55,297,578 65,771,122 43,044 .311 3,843.085 1,409,499 2.637.68 1

naportation and public utilities . . . . .. . . . ... . . . ... . . 149,248 76,593 838,7S3,393 678,817,73S 779,584,504 356,253,750 59,870,499 12,926,698 50,627,000
Transportation,, . *,,*,,***,* .. . .. .. ... . .. .. *,,*** * * * 120.494 62,441 318,420,797 231,907,164 296,919,809 132,529.482 14,657.209 4,985,319 11 .530.330

Railrcad transportation .. . .. .. ... . .. .. .. .. .. .. .. .. .. .. .. .. . 641 374 53 .013,312 43,800.629 46,182.921 21,472.817 3 .565,396 931,494 3,182.799
Local and interurban passenger transit . .. .. .. .. . 9,910 4,983 12,758,660 4,277,853 11,646,562 4,833 .635 278,861 216,297 136.11 9
Trucking and warehousing. . ... . .. .. .. .. .. __ 60,871 34,452 100,593,046 70,711,542 97,729,918 35,363,557 2 .959,728 1 .364.383 1,899,819

Water transportation . .. .. .. .. .. .. .. . .. .. .. . .. .. .. 6,541 2,676 17 .461 .280 14,012,480 15,823,949 9,258,831 945,044 368,066 532 .33 5
Transportation by air .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. 7.272 2,252 84 .855,577 63,289,184 78,271,940 30,355,238 5,039,664 1,192.018 4,561,409
Pipeline', except natural gas _ . ... . .. .. ... . ... . .. . 74 74 2 .328 .332 2.328,332 2,239,739 928,422 712,641 - 688,572
Transportation services . not elseher e

classified 35,184 17,629 47,410,588 33,487,143 45,024,780 30.316,982 1 .155,875 913,061 529 .278
Communication,,. . .. .. .. .. .. . .. .. .. .. . 15,535 7,922 221,257,169 199,842,620 203,773,723 78,490,091 20,227,798 4 .120.542 19.151 .687

Telephone . telegraph. and other
corrimunicatio services . . ... .. . .. .. .. .. .. .. .. .. .. .. .. .. .. 8,124 4,673 189,409,545 179,527 .395 177 .115,425 68,582,138 16,308,250 1,810,173 15,755 .78 7

Radio and television broadcasting .. .. .. .. .. .. .. .. .. .. . 7,411 3,249 31,847,625 20,315,226 26,658,298 9.907,953 3 .919,548 2,310.369 3,395 .899

lectric, gas, and sanitary services .. .. . ... .. .. .. .. .. .. .. .. 13,219 8.220 299,075,428 247,067,951 278,890,972 145,234 .176 24,985,492 3 .82O.a37 19.944 .983
Electric services .. .. .. .. .. .. .. . .. .. ... . .. . .. .. .. .. .. .. .. .. .. .. .. . 460 344 113,755,544 95.439.894 107 .429,530 46,891 .107 10,164,395 1,775,016 8.908 .090
Gas production and distribution . .. . .. ... . .. .. ... . ... . .. . 2,077 778 91,758,350 68,678,710 81 .273,046 57,676,566 6,790.478 904,114 3.889 .21 6
Combination utility services ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .. 300 254 72 .762,685 65.751,395 70,505,308 31,531 .991 6,089.720 791,422 5,584 .709
Water supply and other sanitary services .. . 10.382 6,845 20,798,848 17.197,954 19,683.088 9,134,514 1,940.900 350,285 1,562,968
olesale and retail trade . . . . . .. . . . . . .... . . .... . . . .. . . . . 984,553 662,082 2,977,992,750 2,234,166,521 2,891,336,187 2,230,936,367 66,594,873 23,749,990 "'054'"i f

holesale trade . _ . .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. . 315.272 197,337 1,432,705,302 1,146,077 .119 1,396,255,260 1,164 .155,617 32,1 114,059 9,?45,437 20,004,386
Groceries and related products .. .. .. . ... .. .. . ... . ... . ... 25,754 16,297 210,926,286 172,206.382 207,335.105 180,670,803 2,587 .759 680,377 1,760,093
Machinery, equipment, and 51,331 34,378 131,262,226 105,212 .373 126,456,202 '95.483,657 3.827,530 1,187.544 2,314,11 4
Miscellaneous wholesale tride . .. .. .. .. .. .. .. .. .. .. .. . ... 238,187 146,662 1,090,516,790 868,658,365 1,062,463,952 888.001,157 25.768,770 7.377.516 15,930 .179..,

vehicles and automotive equipment 20,396 13,757 114,031,719 76,809,536 111,334,658 92,955,016 2.571,165 1 .111 .731 2,002,670
Furniture and home furnishings .. . ... . ... . ... . ... . ... 10.300 4,843 15,181,583 12,157,034 14,874,673 10,497,916 369,569 256,985 2M .267
Lumber and construction materials . .. . 11,155 7,235 49,544,805 38,654,674 48,729,426 40.548,844 982 .065 371,360 550 .135
Sporting, recreational, photographic, and

hobby goods, toys, and supplies . .. .. ... . .. .. .. . 9,459 4,951 20,698,770 16.819,861 20,321,287 15.226,301 700,997 327,166 417 .51 4
Metals and minerals. except pence mand scrap . ~ ..

. .. . .. .. .. .. . I . .. . .. .. .. .. .. .. .. .. .. .. .. .
'

6380 4207 124234,439 110.531,530 115,575,669 107,110,347 3,062,742 266,468 2,374 .497
I ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .Electrical goods 22 :638 15:171 92 :702,575 68,834,336 90,815,455 69,749 .041 2,636,234 1,021,005 1,624 .81 6

Hard~re, plumbing, and heating
equipment and supplies . .. .. .. .. . .. .. .. .. .. .. .. .. .. .. 12,072 8,875 46 .924,560 38,993,788 46,127,959 35,095 .621 1,302 .972 234,182 766 .885

Olhe' durable goods. .. .. .. . ... . .. .. .. .. .. . .. .. .. .. .. .. .. . 50,607 29,668 120,879.795 104,105,500 118,420.284 93,859,239 3,699,226 707,205 2 .035 .904
Paper and paper products. .. .. .. .. . ... ... . ... . .. .. . 8,566 4,951 32 .535,224 27,866,121 32.013.537 26,343,293 727 .892 181,862 391 .709
Drugs, drug proprietaries, and druggists'

sundries 3,062 1 .747 38,843,362 30,677,660 38,152,191 32,442,317 756,605 283,829 594 .4a2
Apparel, piece goods, and notions .. .. . ... . ... . .. . 17,223 10,066 52 .247.233 44,474 .355 51,193.536 40,524,311 1 .817,022 549,850 880 .521

Farm-product raw materials . .. .. .. . .. .. ... . .. .. .. .. .. .. 7,289 4 .704 105 .605,187 86,178 .740 102.818,933 94,122,834 1 .226,485 312,621 823,274
Chemicals and allied products ... . .. .. .. .. .. .. .. .. .. .. 6,678 4 .847 27 .383,661 24,390,118 26,946,048 22,165,970 721 .780 169,751 435,81 6
Petroleum and petroleum products . .. .. .. .. .. .. . ... 13,243 9,326 122,197,624 84,382 .053 120,288,297 109,527,631 1,719,322 529,167 1,091,126
Alcoholic berverages .. . . ... . .. .. .. .. .. .. . .. .. .. .. .. .. . 3,891 1,805 40,745,818 34,145,863 39,863,107 30 .554,633 1,111,920 146,853 416,220
Miscellaneous nondurable goods ;

wholesale trade not allocable . . .. .. .. .. .. .. .. 1 35,229 1 20,509 1 86,760,436 1 69,637,195 1 84,988.892 1 67 .277,842 1 2,362,774 1 907 .482 , 1 .421,343

Footnotes at end of table, See text for "Explanation of Terms' and "Description of the Sample and Limitations of the Data ."
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Corporation Returns/1988

RETURNS OF ACTIVE CORPORATIONS

Table I-Number of Returns, Selected Receipts, Cost of Sales and Operations, Net Income, Deficit, Income Subject to
Tax, Total Income Tax, Selected Credits, Total Assets, Depreciable Assets, Depreciation Deduction, and Coefficients of
Variation by Minor Industry-Continued
(All figures are estimates based on samples-money amounts are in thousands of dollars ]

Number of returns Total receipts
cost of bloo m

Minor industry Wall not All
Returns Busines

s

receipts sales and Not Inconve Deficit subliect

Total incom returns
with

net u1colne
operations to tax

(2) (3) (4) (5) (6) (7)

Wholssale and reball trade-Contin,

Retail trade .. .. .. .. .. .. .. .. .. .. .. .. .. .. ... .. .. .. .. .. .. .. .. ... .. .. ... .. .. 666 .330 363.302 1,541,442,402 1,085 .04,925 1 .491,417 .101 1 .063.958 .376 34,294,531 14,423 .OB3 24,010,704

Building materials. garden wpplies. and

mobile home dealers .. .. .. ... . ... .. .. .. .. .. ... .. .. .. .. .. ... 40 .959 23,757 83,957,246 56,718.497 82,066,939 59,974,531 1 .906,811 735,725 1,176.236

Building materials dealers . .. .. .. ... . ... .. .. .. .. .. ... .. .. 19,251 10.524 60 .953 .4as 39 .519,522 59 .696.784 44,122,677 1 .374,275 486 .035 861 .94 2

Hardware
stores .. ... . ... .. .. . ... .. .. .. .. .. ... . ... .. .. .. ... . .. 10 .965 7.160 11 .808,026 . 9,369,512 11,630.281 7,814,027 305.728 11 4 .239 i 168.2 1

Garden supplies and mobile home

deal rs . .. .. ... . .. ... .. .. .. .. .. .. .. .. ... . ... .. .. .. .. .. ... .. .. .. . 10,743 6 .073 11 .195 .736 7,829,463 10,739.874 8,037,827 226.807 135,451 146,08 1

General merchandise storm . .. .. .. .. .. ... .. .. .. .. .. ... .. .. 9,319 6,152 248,006,408 204,376,356 231,655.083 150,515,498 8 .110,147 1,214,736 7 .549.73 1

Focid .stores. .. .. ... . .. ... .. . ... .. .. .. .. .. ... . ... .. .. .. . .. ... .. .. .. . 60.596 32,292 276 .799,850 161 .130432 272 .315.846 209,322,209 3,2a5,916 1 .782 .700 2,339.62 6:
Grocery storm . .. .. ... . ... .. .. .. .. .. .. .. .. .. ... . ... .. .. .. ... . .. 33,218 1 9,178 254 .220 .036 147 .298:999 250,175,814 193,970,331 2,809.865 1 .323 .047 2,146,800
Other food storm .. .. .. .. .. .. ... . ... .. .. .. .. .. .. ... .. .. .. .. .. 27 .378 13 .114 22,579,814 13,831,432 22, 140,032 15 .351,878 476,051 459,653 192,82 6

Autornoti dealers and service stations .. .. ... .. .. . 96.214 56,415 412,164,538 278 .249581 403000303 344 09247
1

4,345.193 2,433,630 1 .939.91 5
Motor Zicle dealers .. . ... .. .. .. .. ... . ... .. .. .. .. .. ... .. .. 41 .000 22 .645 331,467 .808 216 .761 :234 323 :699:302 07 :829283 :2 2,873.034 1,841 .160 1,126.08 1
Gasoline service stations ... .. .. .. .. .. ... . ... .. .. . 23,579 14 .337 43,035 .671 32,324,266 42,551 .874 34 .597,319 612.627 204 .585 340,164
Other automotive dealers . ... . ... .. .. .. .. ... .. .. .. ... . ... 31,635 19 .433 37,661 .060 29 .164.081 36,749,127 26 .3f)4 .099 859,532 387,885 473.67 0

Apparel and ai=emory storm . ... .. .. .. .. .. ... .. .. .. .. .. . 48.723 25 .736 77,812,347 60 .385.866 75,538,139 44,960 .232 3,267,318 1,184,980 2,533,51 1
Furniture and home furnishings 37,674 22 .595 55,883 .396 43,594.559 s4,oa4,364 34 .376,685 2,034,390 609,473 393,9921
Eating and drinking plarces . ... . ... .. .. .. .. ... .. .. .. .. .. ... 150.272 71,933 134 .439,493 91 .774.963 128,000.658 56,684,024 4,009,922 2.983,810

:
2349,490

Miscellaneous retail storm . ... .. .. .. .. .. .. .. ... .. .. .. .. . ... 222.572 124,423 252.379,123 188 .789,670 244,755.769 164,015,951 7,334,835 3.478 .031 4 .728,203
Drug storm and proprietary Stores .. ... .. .. ... .. .. . 26,153 18,126 65.971,219 50,637,139 64,191 .034 46,060,421 1,480.960 406,444 1 .226,583
Liquor storm

. *
. -.. .. .. .. ..

' . . . . . -
15.103 7968 12245,763 7,528,346 12,077.172 9,456,752 178,1157 217,902 94 .81 4

.. ... .. .. .. .. . .. ... . .. . .. .. .. .. ... .. ..Other retail stores . 1 81,316 98 :328 174:
1

62 .141 130,624,184 168,487.562 108,498,778 5,675,018 2,853 .685 3,406,806

Wholesale and retail trade not afloi~able . ... .. .. .. .. ... . 2,951 1,443 3,835 .046 3,069,478 3,663,827 2 .822,373 116,283 81,470 39,579

Finance. Insunance, arid real astats 572,418 275,198 1,714,352,381 1,346,694,812 860,415,865 501,018,140 136,443,479 44,550,525 59,926,973

Banking :. .. .. .. .. .. .. .. .. ... . ..: .. .. .. .. .. .. .. .. 11,670 8,512 442.155,657 379,413,579 42 .700.118 650,125 24,696,772 9,689 .831 22,248 .620
, Mutual savings, banks .. .. .. . .. .. .. .. .. ... .. .. .. ... . ... 429 323 17,160,441 16.514,243 1,074.260 143,064 1,762,072 57 .955 1,375 .275
Bank holding companies . .. .. .. .. ... . ... .. .. ... .. .. .. .. .. . 4,936 3,828 337,276,583 295,079,930 35.3S4,753 429.862 18 .308.199 6,779,930 16,679,698
Banks. except mutual Savings banks and ban k

holding ccrnpan,es .. .. .. .. .. ... . ..: .. .. .. .. ... .. .
.

.. .. .. .. . 6.3P4 4,361 87,718,634 67 .819,406 6.241 .106 77 .200 4,626,501 2,851,946 4.193 .64 7

O'edit agirncies other than banks . .. .. .. ... . ... .. .. 26.109 13,248 224,941,791 178.630,331 80.955.023 55 .949.766 11,240,227 11,209,354 7,494,81 9
Savings and loan asao,;iations .: .. .. .. ... . ... .. 3,060 2,153 123,628,676 86.307,626 11 .134,076 2,555.753 7,209,475 9 .892 .181 4,368,278
Perac,nal credit institutions . .. .. ... .. .. .. .. ... . . 3,037 2 .569 5,197,940 4,852,483 3,012,003 133,775 452,953 88,834 348,549
Business credit institutions . .. .. .. .. .. ... . ... .. .. ... . ... .. .. . 2,667 1,803 4,644 .241 3,454,844 789,076 154,433 401,674 100,194 158,81 7
Other credit agencies; finance not alloc,able 17,345 6,724 91,170,935 84 .015 .379 66,019,868 53 .105,806 3,176,126 1,128,145 2,619,175

Security, commodity brokers and 17,075 8,666 71,668.890 41,493,914 44,052,595 11 .560.940 3,352,791 2,105,150 2,476,136
Security brokers . dealers . and flotatio
companies . .. .. .. .. .. .. .. ... . ... .. . _ .._ .. .. .. .. .. .. .. ... .. . 9,292 4,112 57.678,416 ~30,728 .528 32,318,750 5,267.898 2,476,085 1 .13M .313 2,077,872

Commodity contrwts brokers and dealers;
Security and c,,lmmodity exchanges ; and
Wiled servlcm .. .. .. .. .. .. .. .. .. . . .. .. .. .. .. .. ... .. .. .. ... 7 .784 4,554 13,990,474 .10,765,386 11,733,845 6,293,043 876,706 301,837 398,2s4

Insura a .. .. .. .. .. .. ... . .. ... .. . ... .. .. ... . ... . ... .. .. .. .. .. .. .. .. .. .. 8,447 5,079 667,091,438 535,265,327 5D3,577 .221 339527,774 24,022,611 6,160,6118 17,124,179
Lite insurance .. .. .. .. .. .. .. .. .. .. ... .. .. .. .. .. ... . ..: .. .. .. ... .. .. 2 .314 1,698 361,418,275 297,359 .637 247,246 .939 159 :428,475 9,333,479 1 .638,881 7.011,534
Mutual insuraince, except life or nwrine arl d

certain fire or flood insurance coillpanies 1,038 a23 97,630,191 78,145,227 B3,564,695 62 .391,860 4 .925,418 2,178 .237 3,673,21 2
Other insurance companies .. .. .. .. .. .. .. .. ... .. .. .. .. ... . 5,095 2.558 208,042,972 159,760,464 172,765,588 117,707,439 9,763,714 2,343 .570 s.439,432

Insurance agents . brokers, and service . ... .. .. .. ... . ... 66,400 40,128 34 .426,957 25.595 .943 31,416,557 5,229,006 3,147,072 780, 1 Its 1,930,502

Real estate .. .. .. .. .. .. .. .. .. .. .. ... .. .. .. .. .. .. ... .. .. .. .. .. .. .. . - 393,461 174,634 127,684,369 79,333,292 97,428 .905 46,785,681 11,337,273 10,738,280 4.679,954
Real estate operators and lemors of

buildings .. .. .. .. .. .. .. .. .. .. .. .. ... -. ... .. .. .. ... . ... 154 .570 64,997 31 .900,557 20.451,400 19,168,686 6,371,601 3,742,795 3,361,266 2.258,097Lesexlrs of
mining, oil, and similar property 1,153 996 380,439 295 .021 186,974 '56,375 79,184 61 .635

Lmatlrs of railroad property and of real
property, not elsewhere classified .. . ... .. .. .. ... . ... 3,605 1,827 425,948 278,753 253,643 147.195 59 .727 44,954 49,81 8

Corxionlinium management and ccooperativ o
housing associations . .. .. .. ... .. 31 .457 17,162 7,608,329 3,795 .452 5,190,109 1,408,274 175,165 644,222 109 .74 1

Subdividers arld developers . .. ... . ... .. .. .. .. .. ... .. .. .. . 60 .234 22,738 44 .272.279 28,406 .228 37,171,266 27 .226,438 4,100,012 3,407,144 961 .38 1
Other real estate . .. .. ... . ... .. .. .. .. .. .. .. ... .. .. .. .: ... . ... .. .. . 142,442 66,915 43,096.818 26,106,437 35.458,147 11 .575,797 3,180,390 3,271 .625 1,239,282

Holding and other investment companies, excep t
bank holding ccrnpanies . ... .. .. .. .. . 4 ... . ... .. .. .. .. ~19,256 24,930 146,383.280 106,962,426 60,285,445 41,314.847 646 .733 3 .867,036 3,972,764
Regulated investment companies. .. .. .. ... .. .. .. ... . ... 5 .096 4,402 67,849,775 58,832,183 - - 51,539,700 42,064 3,104
Real estate investment trusts .. .. .. .. .. ... .. .. .. 606 182 3,967,914 3,349,873 - 1,057,009 107,01 4
Small business investment companies . .. ... .. .. .. .. . 7,909 3.233 618,819 443,289 341,195 112,761 94 .956 41,554
Other holding and investment companies ,

except bank holding companies . .. .. ... .. .. .. .. .. ... 35 .645 17. 113 73 .946,771 44,337,081 59,944,251 41,314.847 5,937,264 3 .623.002 3.923 .51 4

Services . ... . . .. . . . ... . . ... . . . .. . . . .. . . . .. . . ... . . . .. . . ... . ... . . . 995,425
,

512,464 695,265,170 466,278,735 643,748,105 249,228,959 29,951,299 20,674,868 16,171,697

Hotels and other lodging places .. .. .. .. .. .. ... .. .. .. ... . ... 22,471 9.398 34,977,313 19,394,286 31,175,214 13221,958 1,504,895 1,916.915 954 .947
Pe~l Services . .. .. .. .. .. -. .. . ... .. .. .. .. .. .. ... .. .. .. .. ... .. . 75,115 36.078, 30,054,572 1 20,865,687 28,931,329 1 0:557,601 1 .340,378 705,706 775 .107

Business Services .. .. ... .. . ... .. .. .. .. .. ... . ... .. .. .. .. ... .. - - 338,671 180,501 257839258 180067609 240986199 116692,979 11,556,768 8 .144,821 6,245,932
Advertising .. .. .. .. .. .. .. ... . ... .. .. .. .. .. .. .. ... .. .. .. .. ... .. .. .. .. . 29,449 16,866 38 :663:277 27 :614 :076 37:316 :872 21 : 1 88,089 1 .371,658 944,518 797 .400
Business Services . except advertising .. .. .. .. ... .. .. . 309.222 163,636 219,175,981 152,453,533 203,669 .327 95,504,890 10.185,110 7 .200,303 5,448 .532

Auto repair; miscellanecius repair services .. .. ... . ... . 114.66s 62,083 67,233,647 47,295.853 62,311,351 29,609 .414 2,471,116 1 .161,511 1,238,874
Auto repair and services .. .. .. .. .. .. .. .. ... .. .. .. .. .. ... .. . 70.333 35,708 50,163,851 34,338,363 45,443,405 20,557,637 1 .791,647 894,815 927 .673
Miscellaneous repair se-ices * .. .. ... .. .. .. ... . ... " .336 26,375 17,069,795 12 .967 .489 16,867,946 9,051,777 679,469 266,696 311,202

.
Amusement and recreation Services . .. . ... .. .. .. .. . 87,336 37,169 71,229,764 48,218,578 60,078,985 23,601,573 4.321,924 2 .928,566 2,7a3,952

Motion picture production, distribution, and
,

services . .. .. .. .. .. .. .. ... . ... .. .. .. .. .. .. .. ... . ... .. .. ... . . . .. .. . 14,471 8,481 30,739.580 23,555.042 23,774,935 12,544,939 1,662,62P 872,915 1,277 .474
Motion picture theaters .. .. .. .. .. .. ... .. .. .. .. .. . . .. .. 2,483 721 3,968.936 2,200.083 3,571,148 902,476 146 .911 109,156 96,027
Amusement and recreation services, except

1

motion pictures . . ... .. .. .. .. .. ... . ... .. .. .. .. .. ... .. .. .. .. 70,382 27,967 36,521,248 22,463,454 32,732,903 10,154,159 2,512,389 1 .946,495 1,410.450

Other servic .. .. .. .. .. .. .. .. .. .. .. .. ... .. .. .. . .. .. .. ... .. .. ... .. .. . 357,163 187 .236 233 .930,616 150,436,722 220.265,027 55,545,434 8.756,219 5,817,148 4,172,885
Oftes of physicians. including oste,opathi c

physicians . . ... .. .. .. .. .. .. .. .. .. ... . ... .. .. .. .. .. ... .. .. ... . ... . 73,765 39,010 43 .134,335 25,790.167 41,828 .581 3.309,666 999 .394 743,332 362,709
Offices of dentists .. . . . ... .. .. .. .. .. .. .. ... .. . .. .. .. .. ... .. .. .. 25.239 11 .755 9,332,540 4,781,014 19,033,609 1,330,621 231 .820 179,958 50,74 1
Offices of other health practitioners .. . ... .. .. .. ... .. . . 15,414 9,714 4254380 2,661,249 4.220,515 758,191 214,988 86.826 48,622
Nursing and pemnal rare facilities : 12.365 6,299 20:358592 11,364,294 19,496,842 3,896 .936 604 .816 577.260 143,21 6
Hospital ... .. .. .. .. .. .. .. .. .. .. .. .. ... .. .. .. .. .. .. ... . ... .. .. ... .. .. . 151 68 23

.
125,848 18,067,136 21,121 .324 3,240 .677 1,252,101 304,017 1,119,21 1

Modica) laboratories .. . ... .. .. .. .. .. ... . ... .. .. .. ... . ... 9.011 4,895 5,687,121 3,125,058 5,468,088 1,853,594 351 .535 322,742 217,166
Other medical Services .. .. .. ... .. .. .. .. .. .. .. ... .. .. .. ... . ... 29.675 15,166 28,161,919 18 .209,237 24,663,726 8,321 .272 1,091 .658 874,764 552,549

Legal servic .. .. .. ... .. . ... .. .. .. .. .. ... .. .. .. .. .. .. .. ... .. .. .. . 28,412 14,654 15,279,646 9,978,349 14,313,706 1,033,649 608,419 302.748 144,343
Educational services .. .. .. .. .. ... .. .. .. .. .. ... . ... .. .. .. ... .. .. 20,479 11,419 11,155,899 7,352,658 10,807 .551 3,357,627 501,104 339,136 198,689
Social services . .. .. .. ... . ... .. .. .. .. .. .. .. ... .. .. .. .. .. ... .. .. .. . 6.968 2,972 2.600,348 1,475,417 2,052.623 278,226 88,563 103,601 36,33 1
Membership organizatiorls .. .. ... . ... .. .. .. .. .. ... .. .. .. .. . .13,518 6,643 7,055,715 3,368,272 5,697 .897 2.652,559 139,463 183,917 114,592
Architectural and engineering ser0ces . ... .. .. .. .. .. 45,982 26 .B37 33,568 .071 24,991,864 32,644,506 14,240,300 1,329,967 634,596 717,379
Accounting, auditing, and bookkeeping

serv,ces, .. .. .. ... . ... .: .. .. . .. .. .. ... . ... .. .. . - 24.984 13 .754 64 76

'0

4 -2

0

690474 265, 6 77 57,49M
iscel aneous se-cm (includin g

i'

: ~

,a ::~~

: : :

~rinarians), not elsewhere classified . . ... .. .. ..vete 51,202 24,051 23 l 7

1 ~

1032 22 1

2

1,076 . 1,029 47 409.8"
Nature of bursinfass not allocable .. . . .. . . ... . . . .. . . .. . 19,125 5,091_ 3 . 706 3, 5 95, 44,0 2

Footnotes at end of table. See text for "Explanation of Terms" and 'Description of the Sample and Limitations of the Data . "
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Corporation Returns/1988

RETURNS OF ACTIVE CORPORATION S

Table I -Number of Returns, Selected Receipts, Cost of Sales and Operations, Net Income, Deficit, Income Subject to
Tax, Total Income Tax, Selected Credits, Total Assets, Depreciable Assets, Depreciation Deduction, and Coefficients o f
Variation by Minor Industry-Continued
[All figures are estimates based on samples-money amounts are in thousands of dollars ]

Minor industry
Total

income tax

Foreign
tax

credit

U .S.
Posseavons

tax credit

Noncor, I
versional
sourc e

fuel credi

General
business

credit

Prior yew
minimu m
tax credit

TOW
Income tax

1

after credits

Total
assets

Depreciable
assets

D.9=

(10) (11) (12) (13) (14) (15) (17) (19)

Total returns of actNe corporations . . . .. . . ... . .. 131,367,397 27,066 .104 2,316,021 49,517 5,559,174 468.767 95,895,762 16,568,487,823 3,820,961 .787 327,516,91 7

Agriculture, forestry, and fishing . ... . . . . .. . ... . .. 554,457 -21,042 515 - 31 .452 -1,242 500,206 60,491 .780 42,068,336 3,636,847

Agricultural production . .. .. ... . .. ... .. .. .. .. .. .. ... .. .. .. .. 399.009 21,036 515 - 18.942 -1,224 357,291 47,592,420 32,423.351 2,644,439

Agricultural services (except ~Sterinarians),
8 -6 - - 12 510 *18 142,915 12,899,360 9,644,985 992,408

forestry, fishing, hunting . and trapping

Mi i

155,44

1 815 670 702,989 - 776

,
37,792 1,258 1,072,854 225,639 .336 99,346.831 5,821,=

ng .. . . .... . . .. . . .. . . . . .. . . .. . . . ... . . ... . . ... . . .. . . ... . .n

M t l minin

, ,
81 159 91,992 - - - !80 579 25,623,487 12,302,292 583,473

*e a g . .. ... .. .. .. .. .. ... . ... .. .. .. .. .. . ... . . .. ..
Ir n

~ ,
61 245 27 .915 1 7 :696 *2,111 .114 *1,729,410 28,454

. .. .. .. .. .. ... .. .. .. . .. .. .. ... . .. . . .. ... .o
Copper, lead and zinc, gold and silver ones.

,
307,620 55,287 !43 933

18950
13,293 .259

11 510 219
7 .000,91311
3 571 900

358 .078
196,940metal mi

Other nmg .. . ... . ... .. .. ... .. .. .. .. .. .. '27.927 8,790 - 87 , , , .

.. ... .. .. . .. . . .Coal mining .. 211,201 27,004 19 12,697 171 .381 23,267,716 13,196,281 9D4 .150
464. .. .. .. ... .. .. . ... .. .. .

Oil and gas extraction . . ... . ... .. .. ... . ... .. .. .. . . 949.924 575,521 *679 11,230 361 .687 163,344,900 64,405,304 3,564 .

Crude petroleum, natural gas, and natural
638 329 238403 *671 7.375 226,268 126,874.568 41,037,657 2,151 .86 1gas liqu

d .. .. .. .. .. .. .. ... . .. .. .. .. .. ... .. .. .. .. .. . .. ..
Oil and gas field services .. .. .. .. .. ... . ... . ... . .. ... .i

,
311,595

,
172,283 3.854 135,418 36,470,331 23,367,647 1,412,602

Nonmetallic minerals. except fuels .. .. .. .. .. .. ... .. .. 273,385 8,472 5,278 259,207 13 .403,233 9.442 .955 769.71 6

Dimension, crushed. and broken stone,
l 679170 3 973 '78 3 731 162,546 10,426.310 7,1130 .3115 570,70 7

sand and graw .. .. ... .. .. .. .. .. . .. ... .. .. .. .. .. .
Other nonmetallic minerals, except fuels . .. .. .

,
102,707

.
4,499 - 1 54 7: 96.660 2,976,923 2,312,570 199.009

Constructi ... . . .. . . .... . . .. . . .... . . .. . . ... . . . .. . . ... . .. 2,497,276 92,380 1,279 -7 95,097 33,983 2 .274,630 241,395,405 85,869.629 8,939,673

General building contractors and operatvve
6021 050 73 838 - -7 47,672 12,485 916,600 132.393 .222 26,120,277 2,551 .384

builders. .. .. .. .. ... .. .. . ... .. .. .. . . . . ... .. - - ... -
General building contractors .. .. .. .. .. .. ... .. .. ..

.,
965,818

,
73,838 -7 16261

:
1~,1 6

3196
83354 2
83:058

120,118 .565
274 65712

24,629,629
1 490 648

2,423 .61 5
127,769

Operathve builders .. .. .. .. .. ... .. . .. . . . ... . a4,784 - -
1

1 41 , , , .

Heavy construction contractors .. .. .. .. .. .. .. .. ... .. ... 588,584 '15 .154 1,279 - 22,408
7

4,865
16 633

544,87 8
813 052

44,357,688
64 644 494

27,128.38 1
620 97 132

2.421,392
3.866 .897

Special trade contractors ... .. .. .. .. . ... . ... .. .. .. .. . ..
i i i

858,090
177 903

*3 .388
292*3

- 250 1
3 :435

,
4361

,
6681 4

1

. ,
3346 41 1

1

, ,
4894,683 599,797

t on ngPlumb g, heating, and air cond
!"

, ,
1694 1 :456

06
41 1I

1 :
7301 4 :446,367 487,493

al work . .. .. .. .. ... ..Electric 1 46,686

.

Other special trade contractors and
l 533 501 - 17,413 10,816 505 .176 39,950,782 23,279.921 2,779.607

contractors not allocab e .. .. .. ... .. .. .. .. .. ... .. .. .

Manufacturing . ... . . .. . . . ... . . .. . . . ... . . .. . . .... . . .. . . .. .

,

68,661,707 21,860,251 2,219,079 27,701 2,486.886 153,853 41,905,683 3,390.433,557 1,433,079,873 120,038,466

Food and kindred products . ... .. .. ... .. .. .. .. .. .. ... .. . 5,413.613 1,243,727 234,613 52 125,938 4,761 3,804,523
567264

247,824,327
01 516 293

102,033.082
3769 356

8 .585.141
737,092

Meal products . .. .. .. .. .. .. ... .. .. .. .. .. .. .. ... . ... .. .. .. ... 322,739 *18,951 13,320 so 22.39 2
2 597

3,460
391

,
552,429

,,
13,131,075

,.
7,087.912 771,521

Dairy products . .. .. . ... .. .. ... . ... . ... .. .. .. .. .. ... .. .. .. ...
Preser~ed fruits and vegetables .. .. .. .. .. __

727,91 7
435,595

172,500
81 .725

-
11

,
6,387 324 347,146 17,829,159 7,363,867 556,635

9
Grain products . .. ... .. .. .. .. .. .. ... .. .. .. .. .. ..-

ilr~

1,314233 336,?50 . 2,069 12,110 2 4
427

963080
154 :750

3839521 4
8 :542:636

17321,95 9
5:336 .839

1,4531 8
441 :240

oducts . .. .. .. ... .. .. .. .. .. .. ... .. .. .. .. .. ... .. .. .pBakery

Sugar and confectionery products . .. ... . ... ... ..

156 :31 5

445995

7 1
124,312

21 3

8.421 2

854

*41,615 - 271,645 23,012,465 9.702 .056 669,41 1
092676

Mail liquors and malt .. .. .. .. .. .. .. I .. ... .. .. .. ... . .340 :233 - - 15,535,340 10.664,353 ,

Alcoholic be~erages, except malt liquors and
287 185 35 634 19 747 - 55 47 232,980 21,549,226 2,085,424 129 .473

malt . . ... .. . .. .. - ... . ... .. .. .. .. .. .. ... .. .. .. .. .. . .. ... .. ...
Bottled soft drinks . and flawxings . .. .. ... . ... ... . .

,
873,501

,
*408,390

,
146,983 22 .652 88 295.38 9

500385
51,047,673

52542 488
16,427,957

34 116 686
1,738 .160
1 412 .336

Other food and kindred products ... .. .. .. ... .. .. . SM,900 66,472 43,849 14,080 - , ,, . . ,

Tobacco manufactures ... . ... .. .. .. .. .. ... .. .. .. .. .. ... .. .. 3 .398,277 1,592 .981 16,947
89

-
603

1,748,84 7
620 173

116,629,974
644365"

21 .586 .900
906.67820

2,718,14 7
1,677 .430

Textile mill products . .. . ... .. .. .. .. .. .. .. ... .. .. .. .. .. ... .. .. 660,931 27287
:

1,978 10,8
2 360 272

.
351 711

..
13.913,564

,
8,513,315 611 .363

Weaving mills and textile finishing . .. ... .. .. .. ... . 375.796 21 453 -
165

,
6322 -

.
60,675 3,588,697 2,280.675 200 .952

Knitting mills .. .. ... . .. .. ... .. .. .. .. .. .. .. .. .. .. .. .. ... .. .. .
Other textile mill products .. .. .. .. ... .. .. .. .. .. ... .. .. .

63,47 1
221 .663

-
5,834 1,813

,
5,897 207,787 19,062,3153 10 .112.688 865,11 5

Apparel and other textile products .. .. .. ... . ... . 653,484 155,692 41,481 6757
:

-1 .643
497

44791 1
117 :148

39,820.539
1 1895855

9,750.726
0563098

1 .043,701
306,297

Men's and boys' clothing
. .. . . .. .. .. . ..

... ..
hi' i*-'

244.34 5
296 860

106,950
43 1*48

16 .91 6
13 522

8342
2,348 231,451 15 :758:061

,
2 :940,311 353.11 3

ng . .. .. .. .. ... .. .. ..s c ots and childrenWomen , ,
.

.
4058

.1m 31 643 5,857,786 1,237,363 139,850
Other apparel and accessories . .. .. .. .. .. ... 40,990

11 , ,

Miscellaneous fabricated textile products ;
*243 6392 738 67,669 6 .308,837 2,474,996 244,442

textile products, not elsewhere classified 71,290 ,
47 602 1 025 018,0821 62 .602.636 37,168,274 2,645,293

Lumber and wood prodpcts .. ... .. .. .. .. .. - . ... .. ... .i
in millsd l

ill

1,107,270
325618

:40 54 1
29:642

- ,
29,717

.
*52

,
558,894 27 .860,357 16,957,056 1,060.644Logg

g . . ... .. ... . .s. an p anng
-Millwork : plywood, and related products

,
407,109 10,898 17,312 *973 377,924 22,394,700 15,574 .001 1,228.522

Othw wood products, including wood - 26481 12,347,579 4,637,217 356,128
buildings and mobile homes. .. ... . ... .. .. .. ... .. 81 .836

320447

-

10 236 295 - 6,753 2 .257

,
427.779 22.859791 10,308239 977.783

Furniture and fixtures . .. .. .. .. .. .. ... .. .. .. .. .. .. _ ..
Paper and allied products .. .. .. ... .. .. .. .. .

,
2,894,057

.
356,326 2,181

119
1 98000 1 0962 2326396

: :
109 568 :192

:
69,821 :41 8

93045 608

5.583.86 7

10 13 71 8
paper, and board mills .. .. .. ... . ... .. .. .. ... ..Pulp, 66819 1

1
140 .903 - 1 19 1 28575 :

7
1041 1

551
1 341402

995984
460 49067

70142 107
, .
212 .48824

, ,
1,865,766

Other paper products . . ... .. .. .. .. ... .. .. .. .. .. .. ..

i

1 :225:866
1923 571

215,423
360423

2,181

4558

-

*370

22, 1 6

58,780 11 .186

,

3,131,977

,,

144,845,167

.
58,599,198 5,907,528

ng . .. ... . ... .. .. . __ .. . ... .. .. .Printing and publish ,,
1 701 321 155 :893

,
1,633 *370 27,755 *1,186 1,514,482 61 .808,141 22,408,680 2,143,353

Newspaper . ... . ... . ... .. .. .. .. .. .. ... .. .. .. .. . ... . ... . ... .
Periodical . .. .. .. ... . ... . . .. ... .. .. .. .. .. .. .. ... . .. .

, ,
278,519 51,710 - - - 217 .865 13,603 .937 4,754,945 509 .696

Books, greeting cards, and miscellaneous
52 029 61 11 - 5 560 9 056 815,573 31,992,668 7,970.260 906,654

publishing .. .. .. .. .. .. ... .. .. .. .. .. .. ... .. .. .. .. .. .. ... .. . 983,828 ,1 , , ,

Commercial and other printing and printing
607 525 '791 21 25 - 16,522 5114,057 37.440,421 23,465,312 2,347,826

trade SWWW .. ... . ... . ... .. - .. .. ... . . . .. .-

Chemicals and allied products _ . ... . ... ... .. .

,

10,784,484 3 .069,341
,

1 .100 .562 4,799 473,625 18,801 6,109 .771 405.014,150 170,863,547 12,009 .586

Industrial chemicals, plastics materials and
5 065 288 4671 688 27 607 4,720 278146 17 266 3.048 .990 200,514,939 110.228,856 7,367,50 1

synthetics ... . ... . ... .. .. .. ... .. .. I. .. .. .. ... ..
... .. .. .. .. ..Dru s

, .
3.890,581

,.
790.500

,
1,047,631 - 1 62:501 1 :406 1,881 .258 91 .777,702 28,692,144 2,072,898

4 904.. .. .. ... .. .. .. .. - . .. .. .. ..g
Soap, cleaners, and toilet goods . .. .. .. .. .. . 1,290508 461456 .19.049 - 6 , 623 129 803,165

132 702
80,091,439

2085 034
16,227,291

271 41 42
1,40 .

200 036
Paints and allied products .. ... .. .. .. .. .. .. .. ... . .. .. 142 :422 7:559 11 6

6 159
-
80

2 .04
6

24 309
-
-

,
243,656

,,
27,595,861

, .
13,443,842

.
964 .247

Agriculture and other chemical products 395 .686 121,359 , ,

coalPetroleum (including integrated) and
9769 046 565 96 54 35 738 21,607 228,232 5 .658 4187158 557796474 280.601,917 15,271,49 1,

produ
Petrolecuts. refining (including integrated)

. ,
8,978,729

,.
4,524,398

,
38,357 21 .607 227,529 5 .545

1
4 : 61 :293 553 :463 :143 277,993 .711 15,095,986

Petroleum and coal products, not elsewhere
68 247 56741 - - 702 113 25.865 4,333,330 2,608,206 175.505

classified ... .. .. .. .. .. ... . ... .. .. .. .. .. ... . ... . . . .. .. - -
Rubber and miscellaneous pLastiCS products ..

.
911,521

,
261,581 7 .548 45 19,763 1,932 620,652 52,927,265 30 .799 .096 2,419,963

Rubbw products ; plastics footwear, hose
503 633 189 365 3723 45 6,615 *214 304,021 27,860,988 16,006,416 1,145,158

and belting . ... ..
.
. .. .. .. .. .. .. .. ... .. .. .. .. .. ... . ... .. .. ..

Miscellaneous plastics products ... . ... .. .. .. ... .. .

.
407,889

,
72,216

.
4,175 - 13,148 -1,718 316,631 25,066,276 14 .712,681 1 .274 .805

Leather and leather products .. .. ... .. .. .. .. .. .. ... .. .. . 167,295 6,484 9,881 - 4,245 (2 )

F
14668 5
1 15:956

863885 1
6:403:160

2 .525,48 1
11131 851

242,41 0
163,359

Footwear, except rubber .. .. .. . ... .. .. .. .. .. ... .. .. .. . 133,365 6,240 7,622 3,546 I ) ,,

Leather and leather products, not elsewhere
244 2582 698 - 30 .729 2.235,691 1 674.298 1 - 79 .052

classified .. .. .. .. .. .. ... .. .. .. .. .. .. .. ... .. .. .. .. . .. ... .. .. 33 .930 ,

Footnotes at end of table. Sea text for "Explanation of Terms' and "Description of the Sample and Limitations of the Data ."
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Corporation Returns/1988

RETURNS OF ACTIVE CORPORATIONS

Table I-Number of Returns, Selected Receipts, Cost of Sales and Operations, Net Income, Deficit, Income Subject to
Tax, Total Income Tax, Selected Credits, Total Assets, Depreciable Assets, Depreciation Deduction, and Coefficients of
Variation by Minor Industry-Continued
[All figures are estimates based on samples money amounts are in thousands of dollars )

Minor Industry TOW
Income tax

Foreign
tax

credit

U.S.

P:=

Norwxx~
ventional

sourcefuel
credit

General
business

credit

P

tax credit

TOW
income tax,

after credits
TOW

assets
Depreciable I

assets i
D=eflon

(10) (11) (12) (13) (14) (15) (16) (17) (18)

VAlclesude end retall brado--0lintinued

Retail trade .. .. .. .. .. . .. .. .. . .. .. .. .. .. .. .. .. .. .. . ... . .. .. .. .. .. . 7,649,162 318,576 1,947 *819 195,880 7.803 7,124.137 712,693.705 258,087,279 26,068,797

Building materials, garden supplies, an d
mobile home . . .. .. .. .. .. .. .. .. 344,430 5 - - 8.376 - 336,049 38.568,262 14,156,577 1,260 .343

Building materials dealers . .. .. .. .. .. .. .. .. .. . . 264,905 - - 7,083 - 257,822 27.670,153 10,390.714 912,568

Hardware stores . .. .. .. .. .. .. .. .. .. .. .. .. .. . ... . .. .. .. .. 41,124 5 - 476 - 40,643 4,997,999 1 .702.519 161,224

Garden supplies and mobile home
d...rs

. .. .. .. .. .. . . ** --*-. . . .. . . . .. .. .

38,401 - - 37,584 5,900,109 2,063,344 186,55 1

G
..

merchandise storm . .. .. .. .. .. .. .. .. . .. ... . . 2,606.588 158 .464 - - 67.978 482 2,379,664 229,033,959 54 .617,414 4,791 .061

Food stores . .. . .. .. .. .. .. . ... . ... . .. .. .. .. .. . .. 776.093 2,064 1 .558 - 21,915 747,811 76,935.637 45,292,174 4 .458,572

Grocery stores ... . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. . .. .. ... . 721976 373 1,558 - 18,926 700,855 70,617,815 40,621,414 3,992,538

Other food stores . .. .. .. .. .. .. .. .. .. .. .. .. . ... . .. . .. .. 54 :117
1

. 691 - - 2.989 46,956 6,317.822 4,670,760 466,035

Automotive dealers and service stations 544,757 174 - - 18,688 707 525188 105632.442 31,517,869 3,943,91 9

Motor vehicle dealers ... .. .. .. .. . ... . .. .. .. .. .. .. .. .. 331,906 103 - - 11 .847 319 :499
.

81 :934,701 20 .047,467 2,661,674

Gasoline service stations .. . ... . .. .. .. .. .. .. .. . ... . . 90,830 (2) - 1 .893 88,686 8 .041,536 5 .507,412 509,034

Other automotive dealers . . .. .. .. .. .. .. .. .. . .. ... . . 122,021 71 - - 4,947 - 117 .003 15,656,206 5,962,989 773,21 1

Apparel and accessory storm .. .. .. .. .. .. . .. .. .. 815.346 -8,093 67 - 6.231 -1,244 799,712 38,086,351 13,920.993 1,486,208

Furniture and home furnishings stores 427,124 790 - 3,283 421,812 25 .561,539 7,343.727 770,557

Eating and drinking places.. . .. .. .. .. .. .. .. .. . .. ... . . 746,578 110,041 323 1 44,926 590,353 72,927.996 53,723.438 5,229 .165

Miscellaretous retail storm
... . .. . .. .. .. .. . . .. .. ... . .

1,388.245 38,943 - - 24.484 1,269 1,323,548 125,947,520 37,615,088 4,128,972

Dnug stores and proprietary storm .. . . 389,794 4 - ~,298 - 384492 32421,044 8,839.355 913,38 1

Liquor stores . . 19,574 - - 126 - 19 :448 3 :685,857 1 .639,068 128 .91 0

Other retail stores . .. .. .. .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. 978,877 38,939 19,060 1,269 919 .608 89 .840,619 27,136.665 3,086 .68 1

Wholesale and retail trade not allocable . . .. .. .. .. 9.833 - - - 9 .833 1 .603,370 540,394 46,847

Finance, Insurance, arid real estate, . ... . . . . ... . . 20,899,604 2,352,338 5,726 3,311 485,208 194,073 17,858,548 9,411,547,140 327,758,686 35,414,823

Banking . .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. . ... . .. .. .. .. .. .. .. . 7 .990,177 1,317,872 2 21 310,771 56,766 6,304,745 3,915,896,863 86,136,140 15.912,330

Mutual savings banks .. . ... .. .. .. .. . .. .. .. .. .. .. . .. ... . . 475,361 85 - - 4 .784 980 469,511 177,141,752 2,666,634 269,69 1

Bank holding companies .. .. .. .. .. .. .. .. . ... . .. .. ... . . 6,071 .193 1 .291 .775 - 21 289 .196 49,766 4,"0,435 3,338,675 .442 74,115,556 14.362,399

Banks, except mutual savings banks and
bank holding companim .. .. .. .. .. .. . ... . .. .. .. .. . 1,443.623 26,012 2 - 16,790 6,020 1 .394,799 400,079,669 9 .353,950 1,280,240

Credit agencies other than banks .. . .. .. .. .. . ... .. .. . 2,622,357 128.848 5,392 - 38 .055 14,038 2,436,024 1,653,182 .845 30,383,831 488 28 13

Savings and loan associations . .. . .. .. .. .. . . 1,565232 6473 3 .263 - 16,242 12,529 1,526 .725 1,272,073 .135 21,495,608
: :

2074729

Personal credit institutions .. .. .. .. .. .. .. . ... 110:544 21 :168 969 - * 734 865 86,808 26,514,938 587,322 71,19 7

Business credit institutions .. .. .. .. .. .. .. . ... . .. .. .. .. . 57.209 2,512 761 - 7,396 63 46,478 52,390 .875 545,217 148,00 1

Other credit agencies ; finance not allocable. 889.372 98,695 399 - 13,683 776,013 302 .203 .896 7,755,683 1,194,353

Security, commodity brokers and services 866,445 31 .528 - 103 7 .523 7,354 819,937 473 .810,411 9,682.508 1,396 .86 1

Security brokers, dealers, and flotatio n
companies . ... . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. . ... . .. .. .. .. 731,102 31,507 - 103 1,641 7,037 690,814 447,072,468 7,384,492 1,094 .684

Commodity contracts brokers and dealers ;
security and commodity exchanges ; and
allied services .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. 135,343 '22 - - 5,882 317 129 .123 26 .737,943 2,298,017 302.17 7

Insura . .. .. .. .. .. I . .. .. . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. . .. .. .. .. 6 .039,536 635,108 - 220 69,258 109,410 5,225 .540 1 .882 .477,979 28,168,259 6,051 .70 1

Life insurance .. .. .. .. .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. 2,484,218 207,851 - 131 34,580 65,204 2,176,453 1,216,264,965 12,317,450 3,787 .05 1

Mutual insurance, except life or marine and
certain fire or flood insurance companies . 1,282,354 19,214 - - 4,776 8 .603 1,249,760 190,644,157 3,810,829 810,07 5

Other insurance companies .. . .. .. .. .. . ... .. .. . 2,272,964 408,042 - 89 29,903 35,603 1,799,327 475 .568,857 12,039,981 1,454,57 5

Insurance agents, brokers, and se"ice . .. .. .. . .. 605,737 91,640 - (2) 7,846 1,613 504,639 36 .548,569 6,523 .506 785,56 0

Real estate - ... . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. . ... . .. .. .. .

.

1,370,866 5,001 333 19,175 3,257 1,340,169 310,732,828 136.118,987 5,720,350

Real estate operators and lessors o f
buildings .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. 668,931 3,439 84 38 9 .401 1 .629 654,340 113,903 .722 74.672,172 2,973,36 1

Lessors of mining, oil, and similar property . . 19 .469 -7 - 877 - - 18,585 1,243,604 157 .449 19,02 9

rs of railroad property, and of rea l
property, not elsewhere classified 15,360 - - 15,259 1,622,488 921,428 61,29 1

Condominium management and
cooperative housing associations . .. .. .. .. .. . . 20,792 - - - - 20,792 27 .200,357 22,672,353 672,88 5

Subdividers and developers . .. . .. .. .. .. . ... . .. .. .. .. 310,872 .1,~17 248 1,877 3,000 1,386 302,844 95,457,056 18,206 .353 793,15 7

Other real estate .. . ... . .. .. .. .. .. .. .. .. .. 335,442 39 l?) 6,773 241 328,349 71,305,602 19,489,232 1,200,62 7

Holding and other investment companies,
except bank holding companies . . .. .. .. .. .. .. .. .. 1,404,686 142,342 32,580 2,235 1,227,495 1 .138,897,645 30,745,455 2,059.74 0

Regulated investment companies . .. .. .. .. .. .. .. .. !7 346 - 2 - 17,344 937,489,754 28,387 1,01 6

Real estate investment trusts . .. .. .. . ... . .. .. .. .. 1 :824 - - * 1 .824 41,819,588 10,809,517 303,27 7

Small business investment companies 11,410 - - 11,379 2,795,447 340,958 22,855

Other holding and investment companies ,
except bank holding companies . .. .. .. .. .. .. . . 1,374,106 142,342 - 32,546 2 .235 1,196.948 156,792,856 19,566,592 1,732.591

Services . . .. . . . . ... . . . . .. . . . . ..... . . ... . . . ..... . . . . . .. . . . . . 5,049,797 580,913 16,174 *520 327,393 12,578 4,112,219 530,326,395 262,9",834 31,445,765

Hotels and other lodging places . .. .. . .. .. .. .. .. .. .. .. 324,110 *33,416 4 .218 - 10,772 1 .874 273,831 46,116,377 29,249,605 1,861,028

Personal services . ... . ... . .. .. .. .. .. .. .. .. .. .. .. . ... . .. .. .. .. . 228,120 *9,124 l?) - 3,169 -7 215,820 17,688,910 12,656 .930 1,339,933

Business services . ... . ... . .. .. .. .. .. .. .. .. . .. .. . ... . .. .. .. .. . 1 .961 .442 277,744 2,724 6 77,977 8,112 1 .594.886 167,424,443 74,575 .981 10,725,260

Advertising . .. .. .. .. .. .. .. . ... . . ** . ... . .. .. .. .. .. .. .. .. . .. ... . . 245,115 109,604 121 - 1,902 .50 133,437 24,597,639 6.141,727 737,350

Business services, except advertising . .. .. .. .. . 1 .716,327 168,140 2,603 o 76,074 8,062 1,461 .449 142,826.804 68.434,255 9,987,91 0

Auto repair ; miscellaneous repair semces 372 .859 *3,068 55 60.919 308,160 47,418.872 37,461,459 6,279,909

Auto repair and serAces . ..: . .. .. .. .. .. .. . .. .. .. .. .. .. 307,951 ~.858 55 57.966 246,415 41,196,994 33,723,557 5,868,789

Miscellaneous repair services .. . ... . .. .. .. .. .. .. .. .. 64,909 210 - 2.953 61,745 6.221 .878 3,737,902 411,120

Amusement and recreation services .. .. .. . .. .. ... . . 925 .018 230,720 285 126.341 567,307 127,550.577 41,981,294 4,458,452

Motion picture production, distribution, and
services .. .. .. .. .. .. .. .. . .. .. ... . ... . .. .. .. .. .. .. .. . .. .. ... . . 437,494 193,016 - 114 .209 362 129,907 77,365.470 9,023,335 1,676,190

Motion picture theaters .. .. ... . .. .. .. .. .. .. . ... . .. .. .. .. 39,385 963 269 - 35.234 6,258,042 3,417 .958 254,437

Amusement and recreation servicm, except
motion pictures . .. .. .. .. .. .. .. .. .. . ... . .. .. .. .. . ... .. .. . 448,139 *36 .741 16 - 9,214 -2 402,165 43,927,066 29,540,001 2,527,825

Other servic a . .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. . .. .. . _ 1,238,248 26,841 8,892 '520 48,216 1,564 1,152,216 124,127,215 67,019,565 6,781,184

Offices of physicians, including osteopathi c
physicians . ... . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. . ... . .. .. .. .. . 82,067 - - - 5,042 - 77,024 8.696,994 7,408 .847 885 .31 1

Offices of dentists . .. .. .. . ... .. .. .. .. . .. .. .. .. .. .. . .. .. ... . 9,770 - - '812 8.959 1 .877.399 2,196,557 220 .805

Office* of other health practitioners . ... . .. .. .. .. . 10.372 - - * 592 9,780 1 .264,767 981,486 110,589

,Zrsing and personal care facilities .. .. .. .. .. .. . 43,689 - - 1,081 42,608 15,093,027 10,576,632 664 .186

Hospitals .. .. .. .. .. .. . . ... . .. .. .. .. .. .. .. .. .. .. .. . ... . .. .. .. .. . 395994 12324 - 16,121 367,549 31,729,654 17,418,397 1,493,678:
Medical laboratories ... . ... . ... . .. .. .. .. . ... . .. .. .. ..

*

62~946 3 :284 - '2.796 56,867 2.979,251 1,442,990 200 .571

0that medical services .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. ..

C

164 .522 5,564 84 4,266 154,480 13.273.632 5,550,056 645,398

Legal semices . .. .. .. .. .. .. .. .. .. .. .. .. . .. .. .. .. . ... .. .. .
Lot

33 .208 - - 1,188 32,020 3,870,552 2 .428,314 311,309

Educational services ... . ... . ... . .. .. .. .. .. .. . ... . .. .. .. .. 56,586 458 199 1,864 545 53,521 6,401,957 3,306,110 352 .645

Social servic .. .. .. .. .. .. .. .. .. .. .. .. .. .. . .. .. .. .. . ... .. .. . 9,668 - - - 9,629 6,546,469 1,148,885 84,799

Membership organizations .. .. .. . .. .. .. .. .. .. .. .. .. . . 31,261 - 560 29,701 3,784,374 1,860,578 150 .347

L

A

A

rchitectural and engineering services 213,609 -3,923 29 520 8:098 201,017 13,932,356 5,993,470 817,383

Accounting. auditing. and bookkeeping
servic .. .. . ... . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. . ... . .. .. .. .. . 13,878 '446 13,432 2,015,750 1,281,036 162 .606M
iscellaneous serv~ices (includin g

N

veterinarians), not elsewhere classified 110.677 -1,288 8,580 4,311 95,629 12,661,132 5,426,207 681,558

of business not eflocable . . .... . . . . ... . . . 9.554 1 - 1 384
W 9,135 1 1,613,441 1 687,022 1 65,371

Footnotes at and of table . See text for "Explanation of Terms' and "Description of the Sample arid Limitations of the Data."
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Corporation Returns/1988

RETURNS OF ACTIVE CORPORATION S

Table I-Number of Returns, Selected Receipts, Cost of Sales and Operationss-Net Income, Deficit, Income Subjec t to
Tax, Total Income Tax, Selected Credits, Total Assets, Depreciable Assets, Depreciation Deduction, and Coefficients of
Variation by Minor Industry-Continued
JAJI figures are estimates based on samples-money amounts are in thousands of dollars]

Coefficient of vanation (Percent)

tt
Number at returns Total receipts

em

With not All Returns
Business
receipts

Cost Of
sales 810 Net income Deficit

Inoome
omw

Total
income returns !kft not

uUmm
operations to tax

(20) (21) (22) (23) (24) (25) (28) (27) (28)

Total ratums at acthre corporations, . .. . . . . ... . . . . . . .. 0.25 0.77 0 .18 0.21 0.19 0 .25 0 .16 0 .50 0 .19
Aliffilculture, tonts", and fishing . . . . .. . . . . ... . . . . . . .. 3.27 4.56 5 .06 6.88 (3) (3) 3 .42 4 .89 4 .0 1

Agricultural production .. .. .. .. .. . ... .. .. . .. .. .. .. .. .. .. .. .. .. . .. . 3 .12 4 .83 3.32 4 .06 3 .58 4.09 3.74 5.25 4.39
Agricultural services (exciapt veterinarians) ,

forestry. fishing, hunting. and trapping .. .. .. . ... . .. .. 7 .18 9 .56 . 12.05 16 .33 12 .43 16.03 7.53 10.36 8.78
Mining.. . . . .... . . . ... . . . . . . . ... . . . ... . . . . ... . . . . .. . . . . ... . . . . . . .. 6.19 10.38 1 .38 1 .55 1 .65 1 .29 1 .15 2 .58 1 .06

Metal mining . .. .. .. . .. .. .. .. .. . ... .. . .. ... . .. .. .. .. .. .. .. .. .. .. .. . .. .. 31 .02 43 .61 1 .30 0 .85 1 .49 1 .72 0.98 10.21 1 .45
Irm ores . . .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. . ... . ... . .. .. .. .. .. .. .. . 68 .75 85 .59 3.56 1 .05 3 .87 4 .20 9.46 11 .17 9.89
Copper. lead and zinc, gold and silver ores 38 .85 25 .12 2.37 1 .48 3 .07 3.79 0.88 11 .02 0.65
Other metal mining .. .. .. .. .. .. .. .. .. .. .. .. .. .. . .. .. ... . .. .. . .. 39 .57 75 .27 1 .47 1 .28 1 .52 1 .73 1 .44 28.51 e)

Coal mining . .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. . 19 .54 31 .40 4.22 4 .85 4A7 3.30 3.62 11 .77 3.72
Oil and gas . .. .. .. .. .. .. .. . .. .. . ... 7 .25 12 .48 1 .66 1 .95 1 .92 1 .55 1 .62 2.70 1 .30

Crude petroleum, natural gas. and natural
gas liquids .. .. . .. .. .. .. .. . ... .. .. . ... .. . . .. .. .. .. .. . .. .. .. .. . .. 9 .64 17 .67 1 .02 1 .00 1 .13 1 .10 1 .87 3.98 1 .24

Oil and gas field services .. .. .. .. .. . ... . ... . .. .. .. .. .. .. . .. . 11 .00 17 .52 4 .13 6 .23 4 .62 3.69 3.07 3.54 3.03
Nonmetallic minerals, e)cept fuels - . . ... . .. .. .. .. .. . 15.92 20 .92 4 .22 4 .19 4 .33 4 .92 4.71 22.00 4.1 0

Dimension . crushed, and broken stone, sand
and gravel .. . . ... . .. .. .. .. .. .. .. .. .. .. .. . ... . ... . .. .. .. .. .. .. . .. 15.83 21 .71 4 .90 5 .08 5 .05 5.45 5.94 26.65 5.73

Other nonmetallic minerals. except 45.27 54 .95 8.26 6 .70 8 .40 10.99 7.17 36.98 4 .7 1
Construction . . .. . . . . . .... . . . . . .. . . . . ... . . . . ... . . . ... . . . . .... . . 1 .79 2.68 1.28 1 .56 1 .31 1 .39 1 .83 2.97 2.1 2

General building contractom and operative
builders. .. .. . .. .. . .. .. . . .. .. .. .. .. .. . .. .. .. .. .. .. . ... . .. . 2.10 4.08 1-75 2.20 1 .80 1 .92 2.32 3 .97 2 .93
General building contractors . .. .. . .. .. .. I . .. .. .. .. .. .. . .. . 2.08 4 .12 1 82 2.30 1 .86 1 .96 2.47 4 .10 3 .1 3
Operative builders .. .. .. . ... .. . .. ... .. . .. .. .. . .. .. .. .. .. - 21 .60 28 .15 6.42 5.82 5 .86 9 .56 6.63 1 6 . 1 6 6.38

Heavy construction contractors . .. .. . ... . .. .. .. .. .. .. .. .. . .. . 7.71 9.30 2 .71 3.20 2 .8~ 2 .89 3.15 6 .90 4 .25
Special trade contrPc'to's .. .. .. . .. .. . - - - -- - 2.81 3.77 2 .35 2.81 2 .37 2 .56 3.07 6 .54 3 .94

Plumbing, heating and air conditioning . .. .. .. . .. .. 7.59 9.78 5 .95 7.15 5 .98 6 .34 7 .39 12 .95 9 .08
Electrical work : .

. .. .. ..

.

. . .. * *. . ... . .. .
.. .. .. .. .. .. .. . 8.34 10 .87 5 .69 7.10 5 .74 5 .93 8.29 11 .63 10 .07

Other special trade contractors and
contractors not allocable . . .. .. .. .. 3.13 4.38 2 .80 3.31 2.82 .3 .10 3 .68 7 .15 4Z4

Manufacturing. . . . . . ..... . . . . .. . . . . . .. . . . . . .. . . . . .. . . . . . .. .. . . 2 .24 2 .81 0.25 0 .26 0 .27 0.32 0.18 1 .24 0.1 4
Food and kindred products .. .. .. .. .. .. .. .. .. .. .. ____ 9.49 11 .75 1 .06 1 .13 1 .10 1 .32 0 .68 3 .84 0 .52..

products . . ... . .. .. .. .. .. .. .. .. .. .. .. . ... . ... . .. .. .. .. .. .. .. . 21 .21 29.58 4 .14 4.77 4.17 4 .32 3 .74 10 .64 2 .90
Dairy prod""s . .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. . ... . .. .. .. .. .. .. .. . 29.57 33.72 3 .63 3.56 3.79 4 .33 1 .28 17 .11 0 .85
Preserved fruits and vegetables . .. .. .. .. .. .. .. .. .. .. . .. . 48.57 24.18 2 .66 2.54 2.72 3 .01 2 .54 21 .74 2 .1 3
Grain mill product . .. .. .. .. .. .. . ... .. .. . .. .. .. .. .. .. .. .. .. .. . .. 30.46 36.03 1 .59 1 .43 1 .64 2 .00 0 .82 10 .93 0 .69
Bakery products .. . .. .. .. .. .. . .. .. .. .. .. . ... .. .. : .. .. .. .. .. .. .. . 26.44 28.58 5 .52 6.63 5.64 6 .25 6 .76 17 .62 6 .01
Sugar and confectionery products . .. .. .. .. .. .. . ... . .. . 25.20 35.00 2 .55 3.45 2.73 3 .25 1 .76 26 .55 1 .76
Mall liquors and malt .. . ... .. .. . ... .. .. . .. .. .. .. .. .. .. .. .. .. . .. 15.28 34.79 0 .31 0.37 0.29 0 .31 0 .19 0 .06
Alcoholic beverages, except malt liquors and

mail .. . ..
. . . . . - . .. .. .. . .. .. . . ... . .. .. .. *"*"**'

37 .06 53.75 2 .94 3.23 3.36 3 .78 2 .04 1 O~94 2 .28
Bottled soft drinks. and flavorings . . ... . .. .. .. .. .. .. . .. . 13.85 14.47 2 .38 Z34 2.55 3 .26 1 .82 7 .94 1 .25
Other food and kindred products .. . .. .. .. .. 18 .85 22.36 2 .00 2.28 2.05 2 .06 3 .33 7 .87 2 .74

Tobacco manufactures . .. .. .. .. .. .. .. .. .. . ... . ... . .. .. .. . 70.94 74.86 0 .31 0.30 0.34 0 .55 0 .11 17 .41* 0 .1 1
Textile mill products .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . ... . . IT53 20.51 2 .55 2.57 2.63 2 .73 2 .48 8 .94 Z20

Weaving mills and textile finishing . .. .. . .. ... .. . .. .. . ... 19 .88 19.47 3 .04 3.52 3.19 3 .44 2 .21 9 .95 1 .67
Knitting mills . .. . ... . .. .. .. .. . ... . .. .. ... . .. .. .. . .. . 35 .79 45.75 13 .40 12.67 13.47 13 .83 12 .22 35 .63 11 .55
Other textile mill products . .. . ... .. . .. . . .. .. .. .. .. .. .. . .. 23 .35 25.17 2 .87 3.14 2.95 3 .00 4 .11 10 .72 4 .85

Apparel and other textile products .. .. .. .. .. .. .. .. . .. .. .. .. 10 .03 11 .68 2 .96 3 .50 3.03 3 .19 2 .76 8 .15 2 .65
Men's and boys' clothing .. .. . ... .. .. . ... . .. .. .. .. .. .. .. .. . .. 31 .78 44.70 4 .30 4 .43 4.47 4 .81 3 .14 16 .37 2 .39
Womelfs and children's clothing . .. .. .. .. .. .. .. . ... . .. .. 17 .24 19.30 4 .88 5 .67 5.01 5 .27 4 .04 12 .67 3 .42
Other apparel and accessories . .. .. .. .. .. .. .. .. . ... . .. .. 23 .70 26.62 8 .08 11 .30 8.09 8 .13 12~58 18 .32 13 .1 1
Miscellaneous fabricated textile products ;

textile products, not elsewhere classified 16 .18 17.46 7 .73 9 .61 7.77 8 .22 10 .46 17~67 14 .06
Lumber and wood products .. . ... .. .. . .. .. .. .. .. .. .. .. .. . 9 .48 11 .91 2 .09 2 .21 2.16 2.27 2 .08 8 .86 1 .6 2

Logging, sawmills, and planing mills . . .. .. ... . .. .. . .. . 16 .08 21 .74 3 .08 3,14 3.25 3 .34 2 .44 17.23 1 .63
Millwork, plywood, and related products .. .. .. .. . .. . 17 .03 19.73 3 .04 2 .96 3.09 3.24 3 .53 18 .95 2 .88
Other wood products, including wood

buildings and mobile homes - .. .. .. .. . .. .. 15 .96 17.92 5 .85 8 .98 6.09 6.49 9 .33 12.20 10.7 0
Furniture and fixtures .. .. . .. ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . .. . 13 .54 17.18 3 .31 3 .89 3 .36 3.73 3 .36 11 .34 2.93
Paper and allied products .. .. .. .. .. . ... .. .. . .. .. .. . IT91 12.06 1 .16 1 .17 1 .19 1 .38 0 .77 11 .13 0.63Pulp,

paper, and board mills .. .. .. . .. .. .. .. .. .. .. .. .. .. .. . 18 .87 20.53 0.73 0 .71 0.75 0.90 0.63 20.51 0.55
Other paper products . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . ... . .. . 19 .11 1 2.93 2.34 2 .51 2 .41 2.69 1 .53 13.04 1 .29

Printing and publishing . .. . ... . .. .. ... . .. .. .. .. .. .. .. .. .. .. .. . .. . 6 .23 7 .93 1 39 1 59 1 .47 1 .90 1 .05 4.27 0.82
Newspapers . .. .. . .. .. .. . ... . . .. .. .. .. .. .. .. .. .. .. .. . ... . .. .. .. .. .. 18 .58 23 .17 1 .46 1

41

1
.59 2.14 1 .07 8.88 0.88

Periodicals . .. .. .. . .. .. .. .. .. . .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. . .. . ~9 .88
29 .87

4.73 5 .48 49
1

6.08 4.30 11 .13 2.1 9
Books, greeting cards, and miscellaneou s

publishing :. .. .. . ... . .. .. .. .. .. .. .. .. .. .. .. . . ... .. .. . .. .. .. 16 .85 23 .33 3~58 4 .13 3 .92 6.54 1 .85 6.27 1 .36
Commercial and other printing and printing
trade se~es .. .. .. . ... . .. .. . I .. .. .. .. .. .. .. .. .. . ... . .. .. .. .. .. 7 .36 9 .31 2.62 3 .27 2 .66 2 .84 3.25 8.19 3.28

Chemicals and allied products. .. .. .. .. .. .. .. .. .. .. .. . ... . .. . 11 .74 13 .41 0.40 0.39 0 .43 0 .52 0.23 4.52 0.1 7
Industrial h-icals, plastics materials and

synthetics
' '-- - . .. .. . ... . .. * -"' - * *

17.40 19 .09 0.52 0.52 0 .55 0 .63 0.30 6.82 0.22
Drugs .. .. .

. . ... .. .. .. . * . . . . .. .. .. . .. . .. . .
. .. .. .. . .. .. . - 37.56 51 .82 0.62 0.48 0 .67 1 .13 0.30 7.73 0.25

Sottp, cleamers . and toilet goods . ... . ... . .. .. .. .. .. .. .. . 29.83 32 .67 0.75 0.66 0 .79 0 .79 0.76 22.58 0.54Paints
and

allied products .. .. .. .. .. . .. .. .. .. . .. . 19.90 21 .17 5.30 5.49 5 .33 6 .04 5.07 28.34 5.04
Agriculture and other chemical products .. . 25.89 30 .78 2.48 2.68 2 .59 3 .16 1 .93 10.39 1 .56

Petroleum (including integrated) and coa l
products . .. . ... . .. .. ..:. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . .. .. . .. 25.89 34 .59 0.18 0.13 0 .19 0 .24 0.11 3.62 0 .08
Petroleum refining (including integrated) . .. .. .. . .. .. 40.44 54 .44 0.13 0.06 0 .14 0 .19 0.05 3.61 0 .05
Petroleum and coal products, not elsewhere

classified .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. . ... . .. .. ... . .. .. . .. 33.07 43 .86 9.19 11 .84 9 .66 10 .84 8.13 16.23 7 .74
Rubber and miscellaneous plastics products 11 .1 .1 11 .98 1 ~94 2.34 2.01 2 .12 2.59 7 .40 2 .40

Rubber products; plasfici~ footwear. how and
belting . .. .. .. . .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . ... . .. . 27.95 25 .32 2.25 2.52 2.38 2 .60 2 .89 6 .51 2 .30

Misc:ellaneous plastics products . .. .. .. .. .. .. .. .. .. .. . .. . . 12.09 13 .24 2.99 3.72 3 .04 3 .16 4 .05 10 .85 4 .50
Leather and leather products .. .. .. .. .. . ... . ... . ... . .. .. .. .. .. 29.01 29 .87 4.46 4 .50 4.57 4 .93 5 .38 24 .02 3.66

Footwear. except rubber. . .. .. .. .. .. .. .. .. .. .. . ... . ... . .. .. .. 41 .42 50 .43 3.72 3 .50 3.85 4 .29 4 .12 30 .52 17 1
Leather and leather products . not elsewher e

classified ... .. . .. .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. .. 33.08 34 .90 12AA 13,pn 12.59 1 2 .59 1 15 .61 313 .- 1
I.A.1 7

Footnotes at end of table . See text for "Explanation of Terme' and "Desciription of the Sample and Limitations of the Data."
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Corporation Returns/11988

RETURNS OF ACTIVE CORPORATION S

Table I -Number of Returns, Selected Receipts, Cost of Sales and Operations, Net Income, Deficit, Income Subject to
Tax, Total Income Tax, Selected Credits, Total Assets, Depreciable Assets, Depreciation Deduction, and Coefficients of
Variation by Minor Industry-Continued
[All figures are estimates based on samples-money amounts are in thousands of dollars )

Number of returns

Tota
l

(20)

12.02
35 .99
35 .06
15 .76
21 .75
13 .50

18 .73
17 .6 1

4 .42
50.89

17.9 8

27.61
12.38

15.66
21 .24

41 .56
5 .38
7 .45

30 .73
26 .95

1 3
.51

16 .55
21 .33

15.93
15.90
8.45

58.89

27.90
11 .42
14.27
22.90
19 .47
32 .79
32 .93

31 .21

14 .37

22 .79
20

.
34

35 .4 1

7 .46

3 .51
3.95

44.48
15.60
5.02

1 5
.97

18 .58
24 .62

8 .01

10 .34

14 .52
14 .71
11 .10
43 .43
25.44
38.67
13.00
1 .13

2.28
7.79
5.07

2.68
8 .95

14 .42
1 0 .6 7

15 .2 5

16 .51
6 .80

10 .25
5 .70

15.37

25.94
10.97
13.73
15.35
9.66

15.7 5

7 .35

With not
Income

(21)

14 .92
45 .30
38 .83
19.21
28 .15

15.84

22.11
16.34

6.0 7
60.6 1

21 .65

26 .74
14 .19
18 .72
24 .67

49 .40
8 .25
8.93

42.35
29.45
16.40
19.40
27.70

17.97
18 .18
10 .88
66 .95

39 .08
16 .02
16 .42

27 .22
20.93
30.94
37.1 0

33.11
18.38

21 .54
24.11
59.7 4

11 .5 0

4.96
5 .66

55 .59
22 .00

743

21 .12
27 .83
24 .62

11 .32

14.45

18.29
23.46
14.33
56.74
28.27
44.95
16.58
1 .62

2 .75
9 .83
6 .29

3 .22
10 .68

1 8
.47

12 .86

19 .51

19.02
10.55

11 .27
TOO

17.95

32.83
13.78
16 .59
16 .64
11 .26
11 .02

9 .25

Total receipts

All
ratums

(22)

1 .90
2 .11
3.37
3.91
5.16
1 .52

1 .63
2.58
1 .40
3.4 0

4.00

3 .77
3 .09
4 .52

11 .36

11 .60
2 .29
0.75
4 .33
1 .89
5.12
4.59
2.76

0.40
2.38

0 .63
2 .00

1 .71
1 .12
0 .92
0 .36
0.75
0.39
8.92

4.41

1 .17

1 .98
2.08
1 .8 2

4 .7 8

0.57
1 .37
0 .30
T60
2 .56

4 .32
1 .22

13 .46

6 .62
0.40

0.43
1 .08
0.61
0.12
1 .23
0.36
6 .69

0 .52
OZ3
2 .19
2 .21
0 .97
1 .87
8 .20
5 .37

5 .53

2.00
2.72

426
2.67
5.71

3.47
3 .91
3 .29
6 .07
4 .57
5 .22

3 .57

Returns
with net
Income

(23)

2 .37
3 .24
4 .09
4.74
5.20
1 .69

1 .68
3.17
1 .57
3.38

4.09

3 .97
3 .41

5 .051
221

12~59
2 .72
0 .79
4 .39
1 .96
5.81
5.36
2.96

0.41
3.05
0.65
2.3 1

1 .66
1 .2 7
o .aB
0 .33
0 .71
0 .38

11 .9 1

4 .45
1 .28

2.07
2.59
1 .8 0

5.8 7

0.62
1 .68
0 .34

13 .91
3 .32
4 .20
1 .38

13 .46

8 .45

0 .38

0 .40
1 ~37
0.59
012
0.72
0.40
7.84
0 .62
0.93
2 .54
2 .60

1 .07
2 .61
9 .55
6 .24

6 .29

2 .15
3 .29

4 .76
2.94
6.33

3.97
4.02
3.69
6.57
4.95
5 .80

4 .1 2

Coefficient of variation (Percent)

Business
receipts

(24)

1 .98
2.24
3 .63
4 .01
5 .33

1 .57

1 .66
2 .67

1 .44
3 .63

4 .14

3.88
3.15
4.56

1 1 4 1

11 .71
2.34
0.85
4.96
1 .95
5 .25
4 .72
2 .82

0 .52
2 .48

0 .67
2 .08

1 .76
1 .17
1 .01

0.39
0.79
0.42
8.99

4el
1 .2 4

2 .12
2 .16
1 .95

4 .99

0.61
1 .46
0.26
8.11
2.60

4.65
1 .3 0

13.5 9

6 .91
0 .4 3

0 .46
1 .22
0 .65
0 .13
1 .39
0 .37
7 .05

043
0.84
2 .22
2.26
0.98
1 .90
8.26
54 1

5.56

2.12
2.7 4

4 .28
2 .70
5 .76

3 .50
3 .95
3 .35
6 .10
4 .62
5.26

3.62

cost Of
sales and
operation s

(25)

2.12
2.54
3.93
4.06
5 .76
1 .83

1 .86
3 .08
1 .50
3 .59

4 .53

4.20
3.22
4.711
2.10

12.88
2.44

0 .91
6 .05
1 .98
5 .34
4 .85
2 .9 8

0 .61
2 .35

0 .74
1 .98

1 .75
1 .24
1 .20
0.45
0.86
0.42
9.49

4.69

1 .36

2.21
2 .39
2 .4 2

7 .09

1 .05
2 .52
029

11 .17
4.82

5.29
2.44

29.76

8.76
0.72

0 .81
0 .90
1 .13
0 .25
1 .79
0 .55

13 .68

0.68
0 .89
2 .33
2 .42

1 .04
1 .89
8 .78
5 .68

5.84

2.12
2.9 1

4.27
2.79
5.93

3 .53
3 .97
3 .45
6 .30
4 .82
5 .39

3 .93

Not income

(26)

212
2.65
4.25
5.07
3.88

0.93

1 .30
1 .34

1 .77
3.29

4 .06

2~68
3 .83

6 .30
12 .46

9.80
3.35
0.60
3.83
2.14
6.a5
5.75
2.68

0 .20
3 .05
0 .68
2 .7 0

2 .36
1 .06
0 .99
0 .39
0 .48
0 .31

11 .39

4 .85
0.97

1 .34
2.03
1 .48

2.4 2

0
.32

1 .12
0 .43

15 .96
3 .57
5 .72
1 .02
5 .04

6.99

0.35

0.31
1 .30

0.30
0.05
0.34
0.32
3.55
0 .65

1 .02
3 .15
2 .92

1 .15
2 .54

13 .38
7 .03

6 .25

2 .25
3 .70

6.39
3.56
6.65

4.84
4 .87
3 .85
7 .85
3 .96
6 .73

4 .06

Deficit

(27)

5.06
5.27
3.79

12.69
19.07
5.25

8.81
4.42
4.51
7.9 3

15 .05

16 .62
9 .78

14 .35
35 .71

25 .54
6.70
3.95

27.38
14,38
14.77
6.93

11 .60

7.84
7.29

3 .05
4 .94

8 .29
4 .11
6 .27
5 .46
8 .61

1 0'
34

17 .99

20 .34
5 .61

12 .49
7 .05

12.2 1

6.07

1 .94
4 .56
1 .5 1

12 .64
6 .10

12 .74
15 .90
-

8 .20

2 .1 4

3 .02
3.00
1 52
1 .75
1 .83
1 .9 1

12.44
1 .47
2.35
9.44
6.08

'2.64
4.17

1
9 .48

13 .4 5

13 .86

14 .60
6 .85

16.49
8.9 1

22.49

9.22
11 .08
12.23
18 .11
8 .08

18 .84

8 .4 0

Ite m

Manufacturling-Continued
Stone . day, and glass products .. .. .. .. .. .. .. .. ... . ... .. .. ..
Glass products .. .. .. .. .. ... . .. .. ... . ... .. .. .. .. ... . ... .. .. .. .. .. .

Cement, hydraulic . .. .. .. .. .. .. .. .. . .. ... .. .. .. .. .. .. .. .. ... .. .

Concrete. gypsum . and plaster products . ... . ... .. .
Other nonmetallic mineral products .. ... . ... . ... .. .. .. .

Primary metal industries .. . ... . ... . ... .. .. .. .. .. .. .. .. .. ... . .
Ferrous metal mdustries ; miscellaneous

primary mineral products .. .. .. .. .. ... .. .. .. .. .. .. .. .. .. .
. .nler .s metal industries .. .. .. ... . ... .. .. .. .. .. .. .. .

Fabricated metal products . .. .. .. .. .. . _ .. .. .. .. .. .. .. .. .. .. .. .
Metal cans and shipping containers ... .. .. .. .. .. .. .. ..
Cutlery, hand toots, and hardware; screw

machine products, bolts, and similar
products

' ' ' ' ' ' -*. . ... . . . .. . * .. .. . .. . . ...Plumbing and heating. except electric and
warm m

.
r .. .. .. .. .. .. .. .. .. .. . .. ... . ... . ... .. .. .. .. .. .. .. .. .. ... ..

Fabricated structural metal products . .. .. .. .. .. ... .. ..

Metal forgings and stampings . .. .. .. .. .. .. .. .. ... .. .. .. ..
Coabng . engraving, and allied services
Ordnance and accessiories, except vehicles
and guided missiles . .. .. .. .. .. .. .. .. ... . ... .. .. .. .. .. .. .. ..

Mtscefianeous fabricated metal products . .. .. ... .. .

Machinery. except electrical . .. .. ... . ... .. .. .. .. .. .. ... . ... .. ..

Farm machinery .. . ... . ... .. .. .. .. .. .. .. ... .. .. .. .. :. .. .. .. .. .. ..

Construction and related machinery .. .. .. .. .. .. ... .. .

Metalworking machinery,, . .. .. .. .. ... .. .. .. .. *. .. .. .. ... .. ..
Special industry machinery .. .. .. .. .. . .. ... . ... .. .. .. .. .. .
General industry machinery . .. .. .. .. .. .. ... . ... . ... .. .. .. .Office .

cornpuling, and accountin g
machines

' "' - .. .. . . ... . * .. .. . .. .. . .. ..Other machinery, except electrical . . ... .. .. .. .. .. .. .. ..

Electrical and electronic equipment .. .. ... .. .. .. .. .. .. .. ....
.hold appliances . .. . ... . ... .. .. .. .. .. .. .. .. .. ... . ... .. .

Radic~ television . and communication

equipment
*. . .. . . ..

.. .. .. .. .. .. .. ... .. .. .. .. .. .. .. .. ... .. ..
Electronic components and accessories . .. .. .. .. .. .
Other electrical equipment .. .. .. .. .. ... . ... .. .. .. .. .. .. .. ..

Motor vehicles and equipment . .. .. .. .. .. .. .. . .. ... .. .. .. ..
Transportation equipment, except motor vehicles . .

Aircraft, guided missiles and parts . ... .. .. .. ..
Ship and boat building and repairing ... . ... .. .. .
Other transportation equipment. iaxcept

motor vehicles
" .. .. .. .. . . ' - ** -- ' " "Instruments and related products .. .. .. ... . ... ... .. .. .. .. .

Scientific instruments and measuring devices ,
,vatches and ct

... . .. ., . ... . . . .. .. .. .. .. . ..

Optical, medical, and ophthalmic goods . ... .. .. .. ..
Photographic equipment and supplies ... . .. .. .. .. ..

Miscellaneous manufacturing and
manufacturing not allocable ... . ... .. .. ... . .. .. ... .. .. .. .. .

Mansportaltion and public utlitties . . ... . . ... . . . .. . . ...

Transportation . .. .. .. .. .. .. ... . .. . ... . ... .. .. .. . * .. .. .. .. .. ... . ... .. ..

Railroad transportation .. .. .. .. ... . .. .. .. .. .. .. .. ... . ... .. .. .

Lo.1 and interurban passenger transit . .. .. .. .. .. .. .
Trucl,ing and warehousi

.
ng . .. .. .. ... .. .. .. .. .. .. . .. ... .. .. .

Water transportation . ... . .. .. ... . ... . ... .. .. .. .. .. .. ... .. .. .. . .

Transportation by air . .. .. .. .. .. .. .. ... .. .. .. .. .. .. .. .. ...

Pipelines . except natural gas. .. .. .. .. .. .. .. . .. ... . ... .. ..
Transportation services, not elsewhere

classified .. .. .. ... . .. .. ... . ... . . . .. .. .. .. ... . ... .. .. . . . .. .. .. .. .

Communication . .. .. .. .. .. .. .. .. .. ... . ... . ... .. .. .. .. .. .. ... .. .. .. .. .
Telephone, telegraph, and other

communication servii;es . . ... .. .. .. .. .. .. .. .. .. ... .. ..
Radio and television broadcasting . ... . .. .. ... . .

Electric, gas, and sanitary services ... . ... .. .. .. ..
Electric services. . .. . ... .. .. .. .. .. .. .. .. .. ... . ... . ... .. .. .. .. ... .

Gas production and distribution . .. .. .. .. .. .. ... . ... .. .. .

Comloination utility serviues ; .. .. .. .. .. .. ... . ... . ... .. .. .. .. .
Water supply and other sanitary services

Wholesale and retail trade . . .... . . .. . . ... . . . ... . . ... . . ...

Wholesale trade . .. . .. .. ... . ... . ... . ... . ... .. .. .. .. .. .. .. ... . ... .. ..
Groceries and related products . ... .. .. .. .. .. .. .. .. .. .. ..

Machinery, equipment, and supplies .. .. ... . ... .. .. ..

Miscellaneous wholesale trade . ... .. .. . ... .. .. .. .. ..
Motor vehicles and automotive equipment
Furniture and home furnishings . .. .. .. .. ... . ... .. .. ..
Lumber and construction materials . .. .. .. .. .. ... . .
Sporting, recreational, photographic, and

hobby goods, toys. and supplies ... .. .. .. .. .. .. .
Metals and minerals, emept petroleum and

scrap . ... .. .. .. .. .. .. .. .. .. ... . ... .. .. . ... .. .. .. .. .
Electrical . .. .. .. .. .. .. .. .. ... .. .. .. .. .. .. .. .. .. .. .. ..

Hardware, plumbing, and healing
equipm nt and supplies .. ... . ... . ... .. .. .. .. .. .. ... . .

Other dur:ble goods .. . ... . ... .. .. .. .. ... . ... . ... .. .. .. .. ..
Paper and paper products .. .. .. ... . ... .. .. .. .. .. .. .. .. .
Drugs, drug proprietaries, and druggists '

sundries .. . ... .. .. . ... .. .. .. .. .. .. .. .. ... .. .. .. .. .. .. .. .. .. .. ..

Apparel, piece goods. and notions .. .. .. .. .. .. .. ..
Farm-product raw materials .. .. .. .. .. .. .. .. .. .. ... .. .. .
Chemicals and allied products .. .. .. .. .. .. .. .. .. .. .. ..
Petroleum and petroleum products .. .. ... .. .. .. .. ..

Alcoholic beverages .. .. .. .. .. .. .. .. .. .. ... . .. .. ... .. .. .. .. .
Miscellaneous nondurable goods ,

wholesale trade not allocable . ... . .. .. ... .. .. .. .. ..

Footnotes at end of table . See text for "Explanation of Terins7and "Description of the Samoa and Limitations of the Data."

sublecit
to tax

(28)

1 .95
1 .99
3.92
4.93
3.69
1 .2 5

1 .81
1 .71

1 .72
1 .52

2 .87

2 .26
3 .68
7 .98

14 .1 1

10.30
3.80
0.48
9.98
l .B3
8 .43
6 .33
2 .39

0 .14
2 .33

0.59
1 .70

1 .72
0.91
0.91
0.26
0.40
0.28

13.49

2.99

0.7 7

0.99
1 .79
0 .79

2 .33

0.23
0.83
0.25

19.56
3.31
3.67
0.56
5.2 1

8.77

0.22

0.23
0.66

0.25
0.03
0.41
0 .25
2 .86
0.62

1 .04
2 .45
3 .25

1 .18
2.03

15.03
8.20

7.48

1 .79
3.90

7.64
4.18
9 .01

4 .26
5 .95
3 .48
9 .24
4 .13
8 .63

4 .23
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Wholesale arid feltaill bade-Continued
Retail trade. .. ... . ... .. .. .. .. .. .. .. ... .. .. .. .. .. .. .. ... .. . .. .. ... .. .. ..

Building materials, garden supplies . and
mobile home dealers ... .. .. .. .. .. .. .. ... .. .. .. .. .. ... . .... 5.82
Building materials dealers .. .. .. .. .. ... . ... .. .. .. .. .. .. .. 8.06
Harciv,are stores . .. .. .. .. .. .. ... . ... .. .. .. .. .. ... .. I. .. .. .. ... 10.69
Garden supplies and mobile hom e

clealers ..
- '. . ... .. .. .. . . .. .. ... .. * *------- 12

.85
General merchandise storm .. ... .. .. .. .. . .. .. ... .. .. .. .. . 11~37
Food storm .. .. ... . .. .. .. .. .. .. .. .. ... .. .. .. .. ... . ... .. .. .. ... . ... . 4.63
Grocery storm ... .. .. .. .. .. .. .. ... . ... .. .. . .. ... .. .. .. .. .. .. .. 6.01
Other food storm . .. ... .. .. .. .. .. ... .. .. .. .. ... . ... .. .. .. .. .. 7.21

Automotive dealers and service stations .. .. ... . .... 353
Motor vehicle dealers .. . .. .. .. ... . ... .. .. ... . ... . ... .. .. .. 4 .43
Gasoline service stations. .. .. ... . ... . ... .. .. ... . ... .. .. .. 8 .45
Other automotive dealers .. .. ... . ... .. .. .. . ... . ... .. 6.5 1

Apparel and accessory storm .. .. ... . ... .. .. ... . ... .. .. .. 5.60
Furniture and home furnishings storm .. .. .. .. .. .. ... 6.15
M,,Eating and drinl~ing placas ... . ... .. .. . .. ... .. .. .. .. .. .. .. 1 .83

,eflanecus retail storm .. ... .. .. .. .. .. .:. .. .. .. .. .. .. .. .. 2.26Drug
stwes and proprietary stores .. .. .. .. ... .. .. .. 8.02

Liquor sto .. .. .. .. .. ... . ... .. .. .. .. .. .. .. .. ** * . .. .. ... . ... 11 .20
Other retail storm . .. .. .. ... ... .. .. .. .. .. .. .. ... .. .. .. .. .. .. . 2.34

Wholesale and retail trade not allocable .. . ...... .. .. .. .. 26.31
Finance, husurence, arid real astate .. . . .. . . . ... . . ... 1.61
Banking . ... . ... .. .. .. .. .. .. . ... . ... .. .. .. .. .. ... .. .. .. .. .. 1.39

Mutual savings banks ... . ... .. .. .. .. .. ... . ... .. .. .. .. .. ... . ... 20.67
Bank holding companies .. .. .. .. .. .. .. .. ... .. .. .. .. .. ... . ... 1 .44Banks . except mutual savings banks and ban k

holding companies . .. .. .. .. .. .. ... .. .. .. .. .. ... . ... .. .. .. :. 1 .84
Credit agencies other than banks .. .. .. ... . ... . .8 .47

Savings nd loan associations . .. ... . ... .. .. .. .. .. ... . ... 1 .48ar. :Pewnal credit institutions .. .. .. ... .. .. .. .. .. ... .. .. .. .. .. .. 15.77
Business credit institutions .. ... . ... .. .. .. .. .. ... .. .. ... . .. .. 30.21
Other credit agencies; finance not alloc,able 11 .54

Security, commodity brokers and services . .. .. ... . ... 10.94
Security brokers, dealers, and flotatio n

COntpames . .. .. .. .. .. .. .. ... .. .. .. .. ... . ___ . .. .. ... .. .. .. .. 14.70
Commodity contracts brokers and dealers;

security and commodity exchanges ; and
allied services .. ... . ... .. .. .. .. .. .. ... .. .. .. .. .. ... . ... .. .. .. .. 16.38

Insurance . ... .. .. .. .. ... . ... .. .. .. .. .. ... . ... . ... .. .. .. .. .. .... 11.83
Life insurance .. ... . ... .. . .. .. ... .. .. .. .. .. . .. ... .. .. .. .. .. .. 1 .05
Mutual insurance, except life or marine an d

certain fire or flood insurance companies 2 .47Other insurance cornpanies . .. .. .. ... . ... .. .. .. .. .. ... . ... 19.61
Insurance agents, brokers . and service . ... .. .. .. ... 3.85
Real estate . .. .. .. .. ... . . . .. .. .. .. .. ... . .. .. ... .. .. .. .. ... . ... 2 .00

Real estate operators and lessors of
buildings . ... .. .. .. .. .. .. .. .. .. ... . ... .. .. .. .. .. ... .. .. .. .. 2.94

Lamors of mining, oil, and similar property 40 .76
Lessors

of
railroad property, and of real

property, not elsevvhere classified .. .. .. .. ... . ... .. 25.45
Condominium management and cooperativ e

housing associations .. .. .. .. ... . ... .. .. .. .. .. ... .. .. .. .. ... 8.26
... .. . ... .. .. ..Subdividers and developers .. .. ... .. .. .. .. .. . I. . ... .. .. ... 5.17

'Other
. .. .. .. . ... . . .. . ..

3 .44
Holding and other investment companies. except

bank holding companies .. .. .. .. .. .. .. .. .. ... .. .. .. .. ... .. .. 5 .43
Regulated investment corripanies . .. .. .. .. ... .. .. .. .. ... 8.95
Real estate investment trusts .. .. .. .. .. .. ... .. .. .. .. ... .. .. 62 .14
Small business investment conipanies . ... . .. 17 .96
Other holding and investment companies ,
'except bank holding companies . .. ... .. .. .. .. ... .. .. 6.14

Somme .. . . .... . . . .. . .... . . . .. . .... . . . .. . . .. . . . .. . . .. . . . . .. . . .. 1 .43
Hotels and other lodging places . .. .. .. .. .. .. ... .. .. .. ... . .. 5.78
Personal services .. .. .. .. .. .. ... ... .. .. .. .. .. ... . ... .. .. .. .. .. ... . . 4 .86
Business services ... . ... .. .. .. .. .. .. .. ... . ... .. .. .. .. . ... .. .. .. .. .. 2.2 7

Advertising . .. .. .. ... . ... .. .. .. .. .. .. .. ... .. .. .. .. .. .. .. ... .. .. .. .. .. 9.39
Business services, except advertising :. 2.32

Auto repair ; miscellaneous repair services .. .. .. .. .. .. 4 .06Auto repair and services . ... .. .. .. .. .. .. .. ... .. .. .. .. .. ... .. 4 .84
Miscellaneous 'pair services. .. .. .. .. .. ... .. .. .. .. .. ... .. 7.16

Amusement and recreation services .. .. .. .. ... .. .. .. .. .. . 4 .44
Motion picture production, distribution, an d

servi es . .. .. .. .. ... . ... .. .. .. .. .. .. .. ... .. .. : . .. ... .. .. .. ... .. 12.35
ortion picture theatens . . .. .. .. ... .. .. .. .. .. ... .. .. .. .. ... . .. 28.41

Amusement and recreation services, except
motion Pictures _ .. .. .. .. .. ... .. .. .. .. ... .. .. .. .. .. . 4.79

Other servic . . ... .. .. .. .. .. .. .. .. . ... .. .. .. .. ... .. .. .. .. .. .. .. ... .. 2.67
Offices of physicians. including osteopathic

physicians .. .. .. .. .. ... . ... . ... .. .. .. .. ... .. .. .. .. .. ... . ... 5.60
offices of dentists .. .. .. . .. ... . ... .. .. .. .. ... . ... .. .. .. .. .. ... .. 10.38
Offices of other health practitioners . .. .. ... .. .. .. ... . .. 13.68
Nursing and personal care facilities, .. ... .. .. .. .. ... . .. 11.79
Hospitals .. .. ... . ... .. .. .. .. ... . ... .. .. .. .. .. ... . ... .. .. .. .. .. .. .. .... 19.03
MedicW laboratories .. ... .. .. .. .. .. .. ... .. .. .. .. .. ... . ... . ... .. 17.52
Other medical services . . ... .. .. .. .. ... .. .. .. .. .. ... . ... . ... .. 9.19
Legal servic ... .. .. ... . ... . ... .. .. .. .. .. ... .. .. .. .. .. . .. .. .. .... 9.()3
Educational ser.. .. .. .. .. ... .. .. .. .. .. .. .. ... .. .. .. .. .. .... 11 .92
Social services .. .. .. ... . ... .. .. .. .. .. .. .. ... .. .. .. .. .. ... . ... .. ... 20.03
Membership organizations .. . ... .. .. .. .. .. .. .. ... .. .. .. .. .. 14.59
Architectural and engineering services . .. .. .. .. ... . . 7.44
A.-ounting, auditiny, c., .d L-ki _P`

g
services .. .. .. .. .. .. .. ... . ... .. .. .. .. .. .

. ..
. 10.65

Miscellaneous services (includirt. ... .. .. ..
veterinarians), not elsevvhere 7.19

Nature of busine" not idk)cabh 12.65

-26
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RETURNS OF ACTIVE CORPORATIONS

Table I -Number of Returns, Selected Receipts, Cost of Sales and Operations, Net Income, Deficit, income Subject to
.Tax, Total Income Tak, Selected Credits, Total Assets, Depreciable Assets, Depreciation Deduction, and Coefficients of
"Variation by Minor Industry-Continued
(All figures are estimates based on samples money amounts are in thousands of dollars)

Number of rmurnS

Tbtal

(20)

With not
income

(21)

Total receipts

All
ristum

(22)

Returns
.Jth rot
income

(23)

Coeficient of variation (Percent )

Business
receipts

(24)

cost Of
sales and Not Income
operations

(25) (26)

Defic h

(27)

1 .27 2.02

7 .15
9 .91

13 .42

15 .37
14 .20
7.27
8.68

12.61
4.52
5.48

10.91
8.16
8.13
8.13
4.58
3.54
9.66

15 .22
3 .92

32 .58
2.48

1 .23
1 .43
1 .6 7

1 .90
10.30

1 .69
18.04
36.27
16 .41
16 .1 2

23 .95

21 .76
11 .90

1 .6 9

4.35
23.56
6.21
3.27

5 .03
46 .08

34 .31

11 .79
8 .13
5 .56

7.33
10.29
13.50
28.2 7

8 .86
2.12

11 .22
7 .68
3 .54

12 .54
3 .68
5.84
7.31
9.55
7.58

16.52
37 .67

8 .69
3 .67

7 .89
15 .36
17.13
15.65
21 .60
23.68
12A2
11 .84
15.93
29.12
20 .39

9 .73

14 .30

10 .30
24.16

0.63

3 .76
4 .67
8 .27

5.47
0.38
0.08
3.25
2.54
0.89
3 .24

3 .50

8 .23
0 .13
0 .1 8

0.22
0.24
3.75
i.62

3 .25
26 .64

13 .45

7 .00
5 .31
4 .7 9

0.13
1 .24

22.63

8 .52
0 .48

1 .53
1 .50
8.08

1 .52
1 .59
6.86
4.46
1 .97
3.41
1 .64
1 .53
2.44

10.03
1 .89

19 .10
0.39

1 .09
0 .12
0 .0 5

1 .63
1 .26
4 .15
4 .43
2 .16
6 .48
2 .27
2 .93
3 .16
6.86
2.3 1

3.11 .
5.52

3 .62
2 .53

6 .97
11 .39
15 .20
6 .14

1 .58
15.39
10.59
10.59
10.45
15.92
17 .71

5 .62

14 .97

7 .27
28.99

Footnotes at end of table . See flsd for "Explanation of Toms" and "Description of the Sample and Untitations of the Data ."

0.81

3.45
3.84
9.73

10.69
0 .52
2 .33
2 .36

10 .34
2 .16
2 .41
7.89
5.25.
2.55
3.93
2.25
1 .87
.2.79

12.66
2.37

22.67
0.42
1 .26
0 .08
0 .06

7 .07
0 .28
0 .09
3.44
2.58
0.55
2.83

1 .70

9 .76
0 .08
0 .08

0 .26
0 .21
4.47
2.6 1

4.41
34.29

19.50

12 .24
3 .75
5 .58

0 .91
0 .15

1 .1 2
29.74

2.15
1 .60
7 .20
5.31
2 .69
8 .23
2 .80
3 .76
4 .13
8 :29
2.4 5

2.80
8.82

4 .29
3 .28 .

10 .03
16 .65
17 .45
9 .06

1 .25
15 .07
14.32'
13.55
13.73
27.00
15.93
6.34

18 .64

10 .07
41 .51

0.64

3 .82
4 .75
8 .32

8 .70
0 .50

1 .54
1 .51
8.18

1 .53
1 .60
6.90
4.49
2.00
3.48
1 .71
1 .56
2 .49

10 .08
1 .93

19 .56
0.62
0 .96
1 .24
0.06

6.57
0.99
0.08
4 .99
9.57
1 .19
5 .22

6 .1 8

9 .69
0.13
0.17

0.23
0.28
4 .06
3 .30

4 .95
42 .25

10 .04

8 .85
6.15
5.63

1 .91
-
-

37 .1 8

1 .90
1 .29
4 .61
4 .51
2 .28
6.54
2.42
3.13
3.45
6.90
2.65

3 .84
5 .80

3 .94
2 .42

7.11
11 .59
15.26
6.31

1 .61
15.84

7 .71
11 .01
10 .64
19 .10
16 .12

5 .69

15 .1 8

7.49
27.37

0.7 4

4 .62
5 .86
8 .52

0.83

9 .33 10.94
0.55 0.69
1.62 2.56
1.57 2.37
9.60 10.78
.1.58 3.06

1.65 3.59
7.12 8.75
4.72 7.46
2.16 2.42
3.81 3.81
1.89 2.77
1 .74 1 .99
2.52 2.96

10 .41 15.06
2 .23 2.41

22 .08 24 .64
0.71 0.42
0 .46 1 .90(4) 0 .08
0.59 0.1 1

2.06 10.13
1 .21 0.52
0.01 0.16

16.62 5.77
17.47 7.56

1.28 1.30
18.29 1.86

35 .88 1 .44

15 .04 5 .81
0 .21 0 .30
0.39 0.27

0.23 0.58
0.29 0 .63

14.12 3.17
5.11 2.2 7

6.77 3.89
6 .92 31.90

0 .74 32 .30

14 .53
.8.01 3.59
7.42 4.63

2.10 0 .23
- 0.1 3

1 .52
- 25.99

4.85 2.84
9.92 14.76

8.30 3.49
3 .44 2.79

14.09 9.46
16 .12 21 .34
21 .64 21 .62
11 .66 11 .82
2.91 2.06

14.58 13 .98
7.71 8 .14

22.43 13.95
20.08 10.94
21 .61 29.53
21.31 18.81
6.07 6.8 0

24 .90

9 .60
36.46

16.08

8 .53
28.82

4.29
4.94

12.S4

2.10 1 .85
1.90 1.27
2.17 3.76
6.66 5.18
3.37 2.03
7.88 5.80
3.73 2.17
4.24 4.29
5 .10 4 .65
7.61 9 .64
4.42 2.36

1 .BB

7 .67
8 .96

21 .02

19 .64
3.?2
4.80
4.97

11 .90
4.82
5.49

16.31
12 .65

6 .69
10 .25

4 .51
4 .03
7 .19

17 .83
4 .60

31 .07
0.6@
0.73
4.09
0.36

2.34
0.64

-0.35
17 .09
19.56
5 .1 6
3 .80

3 .9 1

12 .42
1 .20
2.88

1 .23
2.14
8.70
2 .1 5

3 .37
29 .55

39 .63

6 .36
3.73
4.55

2.91
9.11

16.14
15.6 1

3 .04
1 .66
3 .70
9 .86
2 .64
7.39
2.83
6.80
7.53

15.46
3.88 ,

6 .33
15 .99

5 .02
3 .57

11 .09
20.72
30.72
10.72
5.95

14 .10
9.69

18 .34
14 .20
28 .29
16 .41
11 .99

25 .88

7.97
16.39

Income
to tax

(28)

0.74

4 .41
4 .85

16 .1 6

9 .91
0 .44
2.26
2.11

14.25
4.02
5.04

11 .07
8.02
2 .32
3 .97
2 .29
2 .06
2 .49

20 .68
2 .66

33.51
0,84
2.11
0.09
0.1 2

11 .17
0 .46
0 .24-
4 .88
6 .36

1 .01
1 .33

1 .1 3

ii.82
0.29
0.2 7

0.68
0 .61

.2 .57
2 .9 1

4 .17
37 .24

36.62

12.79
5.19
6.3 6

2.01
15.84
2.40

39.78

1 .99
1 .20
6 .54
5 .45
2 :16
5 .1.1
2.36
4.87
4.94

.12.6 1
1 .95

1 .27
15 :95

3 .50
2 .82

12.92
23.79
28.29
13.18
0.86

14.38
8.53

19 .94
13 .89
35 .67
21 .07-
7 .84

19 .02

11 .38
28 .41



Corporation Returns/11988

RETURNS OF ACTIVE CORPORATIONS
Table 1 -Number of Returns, Selected Receipts, Cost of Sales and Operations, Net Income, Deficit, Income Subject to
Tax, Total Income Tax, Selected Credits, Total Assets, Depreciable Assets, Depreciation Deduction, and Coefficients o f
Variation, by Minor Industry-Continued
[All figures are estimates based on samples money amounts are in thousands of dollars ]

Total
Income tax

(29)

0.17

4.04
4 .43

8 .88

0.86
1 .24
9 .39
0.64
1 .01
1
1 .1 1

1 .11
2.50

3.60

5.29
3.78

2 .13

2.89
3 .11
5 .30
4 .16
4 .21
9 .45

10 .55

5 .25

0.13
0 .50
2 .74
0 .83
2, .14
0.67
5 .90

1 .56
0.06

2.15
1 .24
2.49

0.10
2.01
1 .6 2

11 .20
4.26

2 .45
2.22
3 .4 1

12 .7 0

13 .78
1 .48
1 .54
2 .46

10 .80
2 .69
0 .61
0 .54
1 .23

0.77
0.84
2 .07

1 .28

3.08

0.17

0.21
0.25
0.47
5.00
1 .4 6

0.07
0 .05

7 .41

2 .31

2 .22
4 .38

3 .58
1 .68

16 .39

Foreign
tax

as&

(30)

0.06
4.94

4 .94

76 .29
0.36

0.4 5

0.08
1 A S

4)

R
2 .1 7

0 .74
0 .74
-

0 .05
56 .92
58 .56

-

63 .24

0.03
0 .03
2 .16
0.0 1

54 .80

0.04
(4)

0.0 1

-
0.06
0 .87
0 .06
2 .79
7 .33

0 .19

1 .10
1 .51

0 .83
0 .02
0 .03
0 .03

0.1 3
(3)

6

0.30

0.40

0.05

0.06
0.03
0.19
0.16
0.29

ell

0 .37

0 .21
1 .21
0 .13

U.S.
Possessions

tax credit

(31 )

0.26
(4)

(4)

Nonoonver~
tional

source fuel
credit

(32)

1 .92
-

416.0111

51 .99

52.64
78.22

72 .1 7

72 .1 7
-

79.42

79 .42
79 .42
-

-

0.74

-

91 .90
9, .90

0.34
0.34

0 .94
0 .94

coefficient of variation (percent)

General
business

credit

(33)

0.27
13.36

11 .31

28 .90
3.36

0 .418
-

0 .49
M

2 .29
6 .88

7 .73
21 .23

13.83

19.4 1
6.05
5.27

6.38
6.4 2

47.36
9.01

13.75
29.21
32.56

17 .21

0.33
1 .40
2 .67

18 .49
0 .25
4 .01

26-22
1 .80
3 .80

(4)

0.44
9.16
0.04
5.70
7.13
0.771
0.12

11 .6
6.69

21 .76
44~38

47.06

3.27
2.78
7.2 8

69 .01
7 .82
0 .71
0 .15

4 .31
2 .00
6 .87

19 .62

12 .90

0 .39

0.40
0.69
3.37

10.28
3.79

0.10
0.04

30.38

9.4 5

12.25
12 .8 0

5 .03
1 .2 8

29 .84

tax credit

(34 )

1 .28
43.82
44 .43

76 .29

14.88

-
-
-
-

35.76
7A2

7.15
97.23
49.1 9

49.1 9
-

13 .1 0

16.64
16.94
78 .55

21 .27
22 .84
41 .19
61 .31

15.50

28.22
10.1 5

(4)

14,69
95.63

-

2.65
51 .98
0.22

63.56

6.74

59.98
1 .29

libled
Income tax ,

after credits

(35)

0.23
4.24
4.80

8.75

1 .39

1 .68
24.21
0.80
1 .49

2.21
2.7 1

3 .02
5 .21

3 .68

5 .36
4 .01

2.27

3 .22
3 .51
4 .93

4 .41
4 .27
9.75

10.66

5.30
0 .21

0.70
3.30
1 .07
2.68
0~911
5.94
2 .49
0 .03

2 .65
3 .65
3 .18

0 .18
2 .12
1 .72

11 .71
4 .45

3 .46
4 .58
4 .09

16.1 8

14 .43

1 .58
1 .65
2.59

10.86

2.78
0.75
0.67
1 .51

0.86
0.95
2 .58

1 .51

3 .16

0 .28

0 .34
0 .45
0 .72
5 .33
2 .26

0 .15
0 .10

19 .30
3 .30

3 .60
5.47

4 .02
1 .90

17.82

Total
seem

(36)

0.02
1 .50

1 .52

4.28

0.33
0.81
2.34
1 .24
1 .13
1 .19
0.3 7

0.37
1 .04

2.19

2.56
4.14

0.75

0.84
0 .88
2 .65
1 .82
1 .86
4 .55
4 .92

2 .19

0.09

0.41
2 .54
2 .79
1 .51
0.74
3.93

0.99
0.1 8

0.89
0.78
1 .07
0.07
1 .45
1 .93
7.15
2.00

1 .79
2 .51
2 .75
4 .71

6 .20
0 .99
1 .33
1 .60

2 .82

2 .09
0 53
0 36
1 .27
0.64
0.70
2.35

1 .16

1 .78

0.16

0.19
0 , 28
0.29
3.98
1 .07

0 .05
0 .03

4 .56

1 .30

1 .27
2 .34
3 .71
3 .29

10 .81

assets

(37)

0.10
2.37

2 .59

5 .58
0.78

0.96
5.06
0.94
1 .24

2'
13

0.97

0.87
2.20
3.6 1

4.18
7.12

1 .50

2 .30
2 .36

10 .31
3 .20
2 .64
6 .08
6 .95

3 .21

0.16
083
3.50
5.18
2.56
1 .22
6.02

1 .89
0.3 1

3.81
2.21
2.06
0.18
1 .91
2.39
8.52
2.81
2 .98
3 .13
4 .52
6 .64

9 .12

1 .38
2 .15
1 .72

5 .17
2 .93
0 63
0 47
1 .68

1 .28
1 .56
3.50

2.53

2.61
0.23

0.25
0.48
0.80
4.85
1 .38

0.06
0.03

5.45

1 .69

1 .33
3.22
4.28
2 .93

13 .86

from

Tabill relturms of sethre corporations . . . .. . . . . ...

Agriculture, forestry, and fishing ..... . . .... . . ...

Ag icu tural production .. .. . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .
Agricultural services (except veterinarians) ,r i t

forestry. fishing. hunting, and trapping

Mining . . . . . .... . . . . . .. . . . ... . . . . . .. . . . . .. . . . . . .. . . . . .. . . . . .

Metal mining . . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . ... . .. .. ... . ... . .. .

Iron ores .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . ... . .. . ... .. ..

Copper. lead and zinc . gold and silver ores
.Other metal min,ng .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .

Coal mining . .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. . ... . .. .. ... . ... . .. .

Oil and gas extraction .. .. .. .. .. .. .. .. .. .. . ... . ... -
Crude petroleum, natural gas, and natura l

gas liquids . ... . ... . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .

Oil and gas field services . .. .. .. .. . I .. .. .. .. .. .

Nonmetalic minerals, except fuels ... . .. .. .. .. .. .. .. .
Dimension, crushed . and broken stone,

send and gravel. .. .. .. .. .. .. .. . ... . ... . .. .. .. .. .. .. .. ..
Other nonmetallic minerals, except fuels

Construction ... . . . .... . . .... . . . . ... . . . . .. . . . . ... . . .... . .

General building contractors and operative
builders .. .. .. .. . ... . ... . ... . . .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .

General building contractors . .. .. .. .. .. .. .. .. .. .. .. .

Operative builders ... . .. .. .. .. .. .. .. .. .. .. . ... .. .. . ... .. ..

Heavy construction contractors .. .. .. .. .. .. .. .. .. .. .. .
Special trade contractors. . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .

P umbing, heating, and air conditioning
E :ectrical work. . ... . ... . .. .. .. .. .. .. .. .. .. .. . ... . .. . ... . ...
Other special trade contractors and

contractors not allocable . .. .. .. .. . .. .. .. . ... .. .. .

Manuftecturing .... . . .. . . . . . ... . . . ... . . . .... . . ..... . . ...

Food and kindred products .. .. .. .. .. . . ... .. .. . ... .. .. .

Meet products . .. .. .. .. .. .. . ... . ... . .. .. ... . .. .. .. .. .. .. .. .

Dairy products . .. .. .. .. .. .. . ... .. .. .. .. ... . .. .. .. .. .. .. .. .

Preserved fruits and vegetables . .. .. .. .. .. .. .. . -

Grain mill products __ . .. .. .. .. .. .. .. .. .. .. .. .. .. .

Bakery products .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .

Sugar and contectionery products . . ... . ... .. .. . .
Malt liquors and malt .. . ... .. .. .. .. . ... . .. .. ... . .. .. .. ..
Alcoholic beverages, except malt liquors and

malt .. .. .. .. .. . . .. .. .. .. .. .. . .. .. .. .. .. .. . ... . .. .. .. .. .
Bottled soft drinks, and flavorings . .. ... . .. .
Other food and kindred products . .. .. .. .. .. .. .. .

Tobacco manufactures . .. . ... . ... . ... . ... . .. .. .. .. .. .. .. ..

Textile mill products ... . ... . ... . ... . .. .. ... . .. .. . -
Weaving mills and textile finishing . .. .. .. .. .. .. .. .

Knitting mills .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . ... ... . ... .. .. .
Other textile mill products .. .. .. .. .. . ... . ... . .

Apparel and other textile products . .. .. .. .. .. .. .. .. .
Men's and boys' dothing . .. . ... . ... . ... . ... . ... . ... . .
Women's and children's clothing . .. .. .. .. . ... .. .. .
Other apparel and amessories . .. . ... .. .. . ... .. .. .
Miscellaneous fabricated textile products ;

textile products . not elsewhere classified . .

Lumber and wood products . .. .. .. .. .. .. .. .. .. .. ..
Logging, sawmills. and planing mills
Millwork. plywood, and related products . .. . .
Other wood products, including wood

buildings and mobile homes . .. .. .. .. .. .. ..

Furniture and fixtures .. .. . ... . ... . ... . ... . .. .. ... . .. .. .. .. .

Paper and allied products I .. .. .. .. . ... . .. . ... .. .. .

Pulp, paper. and board mills ... . ... . .. .. .. . .. .. .. ..
Other paper products . .. .. .. .. .. . ... .. .. . ... .. .. .

Printing and publishing .. .. .. .. .. .. .. .. .. . ... . ... . ... .. .. .

Newspapers .. .. .. .. .. .. .. .. .. .. .. . ... . ... . ... . .. .. ... . .
Penodicals .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . ... .. .. . ... . .. ... .. . .

Books. greeting cards, and miscellaneous
publishing . .. .. .. .. .. .. .. . ... . ... . ... . ... .. .. .. .. .. .

Commercial and other printing and printing
trade services . . ... . .. .. .. .. .. .. .. .. .. .. . .. .. .. . ... .. .. .

Chemicals and allied products .. .. .. .. .. .. .. .. .. .. .. . .
Industrial chemicals. plastics materials and

synthetics . .. .. .. .. .. .. .. .. .. .
Drugs .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. . ... . ... . .. .. ... . .. .. .. .. .

Soap. cleaners. and toilet goods .. .. .. .. .. .. .. .. .
Paints and allied products .. .. .. .. .. . ... .. .. . ... .. .. . .

Agriculture and other chemical products ..

Petroleum (including integrated) and coal
products . .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .
Petroleum refining (including integrated)
Petroleum and coal products. not elsewh re

classified . . ... . .. .. ... . .. .. .. .. .. .. . ... . . ?
Rubber and miscellaneous plastics products . .

Rubber products; plastics footwear, hose
and belting .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. ..

Miscellaneous plastics Products ... . ... . ... . ... . ..

Leather and leather products . .. .. .. .. .. .. .. .. .. .. .. . ..

Footwear. except rubber . .. .. .. .. .. .. .. .. .. .. .. .. .. . ..
Leather and leather products . not elsewhere

classified .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . .

Footnotes at end of table . See text for "Explanation of Terms' and "Description of the Sample and Limitations of the Data ."

.I.

(30)

0.16
2.75

2 .89

6 .50
1 .23

4 .38
5.97
6.85
3.57
4.36
1 .39

1 .51
2.66
4.68

5.30
9.83

1 .94

3 .21
3 .1 9

21 .43

3 .78
3 .08
6 .94
7 .38

3 .80
0.20

0 99
4 .29
5.42
2.10
1 .32
5.78
1 .94
0.1 7

6.49
2.19
2.83

0.11
2.06
2.34
8.37
3 .08
5 .40
3 .00

13 .01
12 .00

10 .86
2 .14
4 .29
1 .92

6 .74

5.53
0 71
0 42
1 .94

1 .45
1 .44
3.59

3.35

3.03

0.30

0.38
0.46
0.73
4.79
1 .4 7

0 .11
0 .06

7 .48

2 .46

1 .70
4 .41

12 .05
3 .22

36 .34

27
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Corpoiistion Retums/1988

RETURNS OF ACTIVE CORPORATION S
Table I-Number of Returns, Selected Receipts, Cost of Sales and Operations, Not Income, Deficit, Income Subject to
Tax, Total Income Tax, Selected Credits, Total Assets, Depreciable Assets, Depreciation Deduction, and Coefficients of
Variation, by Minor Industry-Continued
[All figures are estimates based on samples money amounts are in thousands of dollars]

Ittal
Income tax

(29)

0 .65

4 .50

4 .82
19 .6-4

8 .95
0 .38

1 .931
.82

13 .29

4 .22
5 .43

11 .12a
.29

1

.94

388
1,80

1 .86
1 .74

18.115
2.52

33.86

0 .61

2.00
0.09

0.1 1

11 .07

0 .40
0 .23

4 .02
5 .96

0 .91

1 .09

0 .96

4 .64

0 .2
0 .2:

066

o'.59

2 .37

2 .99

4 .36

38 .92

38.71

13.24

5.08
6.55

I - 89.107
11 .14

45.92

1 Z9

1 .14

3.06

5. 1 9

2.01
3.922

2. 2

3Z6

3 .7 1
13 .49

1 .8 1

077

21'85

3 .13

2 .58

14 .74

27 .00

27 .61

Lt.0
1 3

.
28

7 . 88

2066
12'44

3668

20.78

7 .68

16.1 1

11 .56

32 .57

Foreign
tax

090

(30)

-

0.10

0 .01

0.28

0.

2.15

2.1 5

60.07

0 .03

34 .97

50 .85
77 .53

-

0 .35

44 .82

0 .87

-

0 .87

1 .51

5 .77
19 .13

2 .83
1 .25
4 .61

5.~

74 .50

0.63

0.07

3.91

8.84

-

53 .57

-

U.S.

P:,-.$M,-

(31 )

e)

-

6

(4)

Nonconven,
"Onal

source fuel
credit

(32)

93.03

-

2.70
(4)

-

-

96.51

35.39
-

-

-

-

72.47

-

-

-

72 .4 7

-

-

Coofficim" 01 Wilson marcent)

GWWW
business

credit

(33)

2.32

6.76

6.04
38.73

39 , 37
1 .1 5

1042
9,99

42*82

9.56
11 .88

29.6719.1
7

8.57
141
5'708

8 *
20

10 .1455 ,

34
10 . 1 5

-

0.60

0 .24
004

0,05

4 .45

1 .62
0 .1 6

31

. 89

1

.
4 .04

6.95

3 .54

8.83

0.19

0.08

209

0'27

9.64

11 .67

0.48
-

-

22.43
27.93

3.g

-

98 .66

3 .80

2.14

4 .46
25 .67

6 .66
6 .1 852 .

70

374
3*60

31 .11

1 .72

01 9
15,44

22 .92

7 .02

30 .03
41 .72

60.13
300 1

2'09
24'27

32 .89

44.23
42 81

15 80
43.67

18.29

52.2 7

37.70

64 .24

Prior year
um

tax credit

(34)

18 .63

-

(4)

47 .62

2 .32

52 .70

37 .12
57 .46

2 .79
-

1 .60

5032
0,01

42.39

-

42.39

-

0.56

0.9

0.22

3.18

0.53
0.56

4.43

0 .26
0 .40

37

.1-14

2 .65

20 .35

9 .03
-

-

46 * 611
3.6

34.89

-

34.89

8 .1 7

1 .35

70.86

10.88
96.43

10.93

4.60

4.60
-

9.90

(4)

-

67.34

33 .46

-

-

67 .27-

78 .83

59.31

-

TOW
Income tax,

after credits

(35)

0 .68

4 .60
4 .94

19 .84

9 .04

0 .41

1 .90

1 M13 .12

4 .32

5.55
11 .30

8 .51

1 .96

388
2'16

1

. 92

1 . 76
18.97

2.64

33.86

0.95

2.54
009

0*1 5

11 .46

0.43
0.23

5.11
7.32

1 .03

1 .1 4

1 .0 1

4 .82

0 .33
0 .29

068

0*74

2 .83

3 .04

4 .4240 .
77

38 .83

13 .24

5.17

6.62

2 104
3 7

11 14

46.05

2.15

1 .34

3.52

5.39

2.33
6.97

2.47

4.55

4.4 7

14.05

2.83

2.55

23.98

3.29

2.6 9

14.94

28.92
28.36

11 .1 7
ose

14'39
8'.1 9

21 .04

12.54
36 .82

21 .68
7.94

16 .36

12 .94

34.37

TOW
assets

(36)

0.3 1

2.00
2.13

7.06

5.88

0.18

0.90

083
5,78

1 .19

1 .24
5.38

3.84

1 .28
238

0'74
0.88

1 .27
8.31
1 .1 0

13 .88

0.04

0 .06

0 .09
0 .06

0 .31

0 .08
0 .07

1 .53
0 .76
0 .24

0 .1 1

0 .08

1 .51

0.04
0.03

0.15
0. 1 0

1 .55

0.78

1 .24
7.86

13.26

3.34

1 - 301 .7 1

0 , 13

0 , 1 0
0.6 2

10.1 2

0.72

0.45

0 .89
2 .84

0 .86
2 .05

0 .94

52
11-50

6,03

0 .54

0 .44
3 .04

1 .28

1 .23

5 .37

11 .02
14 .09

3 .73

0.62
9.24

5.83

8.32

6.23
2.38
8.29

3.92

10.49

4.19

13 .33

Dpneclabille
assets

(37)

0 .54

2.71

2.95
8 .6 7

8 .63

0 .39

1 .22
1 .14

6 .45

2 .01

2 .16
6 .30
5 .14

1 .57
3 .60
1 .33
1 .75
1 .99

10 .07
2 .26

20 .01

0.55

0 ' 08

0.14
0.06

0.49

0.58

0.11
9.6 113

.06
1 .94

1 .38

0.79

5.21

0.22
0.1 7

046
0'47

3.90

1 .2 5

1 .671
3 .64

20 .0 5

3 .69
2 .57

3 .1 9

1 .5311

.7 01

.55

27 .29

2 .19

0.60

1 .77
4 .36

1 .62
4 . 42

1 .73

85
11-88

7 .49

1 .95

3.11
6.23

2.51

1 .68

6.79

12.73
16.98
4.58

1 .00

13.4 15

. 70

10.72

8.28

1 2
.18

11 .98

6.1 1

13 .48

6 .46

26.43

fter n

11101holesurle and retail Ueda--Continued

Retail trad e
Building materials. garden supplies, and

mobile home dealers

Building materials dealers
Hardware storm

Garden suppfies and mobile home
dealers

General merchandise stores

Food storm
Grocery stores

Other food storm

Automotive dealers; and service stations
Motor vehicle dealers

Gasd ne service stations
Otheriautornotive dealers

Apparel and accessory stores at.

Furniture and home furnishings
Eating and drinking places

Miscellaneous retail storm
Drug stores and proprietary storm

Liquor storm
Other retail storm

Wholesale and retail trade not allocabie

Flnerme, Insunince, arid real estate

Banking
Mutual savings banks

Bank holding companies
Banks, except mutual savings banks and

bank holding companies

Credit agencies other than banks
Savings and loan associations

Personal credit instiltuti ns
Business credit institutions

Other credit agencies ; finance not allocable

Securil commodity brokers and services

Security lb~okers, dealers, and flotation
comparves

Commodity contracts brokers and dealers ;

security and commodity exchanges; and

allied Se"CaS

insure

Life insuranc e
Mutual insurance, except life or marine and

certain fire or flood insurance companies

Other insurance companies

insurance agents, brokers, and service

Real estate
Real estate operators and lessors of

buildings

Lessors of mining, oil. and similar property
Loseors, of railroad property, and of real

property, not elsewhere classfied

Condominium management and
cooperative housing associations

Subdividers and developer s
Other read estate

Holding and other investment companies,

except bank holding companies
Regulated investment compames

Real estate investment trusts
Small business investment companies

Other holding and investment companies,

except bank holding companies

services

Hotels and other lodging places
Personal services

Business services

Advertising
Business services, except advertising

Auto repair ; miscellaneous repair services

Auto repair and services
Miscellaneous repe" sem. ces

Amusement and recreation servcw

Motion. picture production . distribution, and

se~
Motion picture theaters
Amusement and recreation services, wcept

motion picture

s

Other services

Offices of physicians, including osteopathic
physician sOfficas of

dentists

Offices of other heafth practitioners
Nursing and personal care facilities

aHospital

Medical laboratories
Other medical services

Legal servic
Educational services

Social services
Membership organizations
Architectural and engineering servicesA..." .

auditing, and bookkeeping
servicm

Miscellaneous services (including
veterinarians), not elsewhere classified

Nature of business riot allocable

Estimate should be used with caution because of the arnall number of sample returns on which 4 is based.

Credits include foreign tax, U.S . possessions tax, rionconventional source fuel, orphan drug, general business, and prior yew minimum tax credits .
2 Less than $500 per return .
3 Coefficient of variation is less than .005 but greater than zero ,
4 Estimate is based on returns sampled at a 100 percent rate and coefficient of variabOn is zero.
NOTE: Detail may not add to total because of rounding. See text for "Explanation of TemrW' and "Description of the Sample and Limitations; of the Data ."

(38)

0.6 9

2.97

3.13
9.81

9.79
0 .40

1 .59
1 .56

7 .32

2 .40
2 .82
7 .05
5 .90

1 .76
5 .53
1 .47

2 .15
2 .34

11 .44

2 .75

21 .63

0.33

0 , 08

0.14
0.05

0.88

0.75

0.14
6.88

12.78
1 .43

3.1 4

1 .27

13,78 .

0.12
0.06

0.25

0.45

4.18

1 .56

2.16

21 .36

26 .29

4.34

2 .51
4 .03

1 .9120 .4 8

2 .10
35 .86

2 .19

0.89

2 .14
4 .35

1 .65

6 .18
1 .72

1 .771 .8 1

8 .02

2 .33

3 .07
4 .72

3.55

1 .98

7 .02
14.93

17.78
4.31

0.75
14.1 0

6.56

11 .21
9.08

11 .841
4.00

6.79

14.5 1

7.55

20 .83

29
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Corporation Returns/1988

RETURNS OF ACTIVE CORPORATION S

Table 2-Balance Sheets, income Statements, Tax, and Selected Other Items, by Major Industry-Continued

[All figures are estimates based on samples-money amounts are in thousands of dollars]

Major Industry--Continued

Construction Manufacturing

Item General
building

S=111
Food and Tobacco

I

Textile mill
=1 a"d

Total oontractors
t actorsont

TOW kindred
products

manufactures products products
and 0 contrac ors c r

(a) (9) (10) (11) (12) (13) (14) (15) (16)

Number of returmi, total ... . . . . . . . .. . . . . .... . . . .. . . . ... . . 381,499 154,212- - 24,109 203,178 299,538 18,301 71 4,545 17,040

Total assaft . . . .... . . . . . .. . . . . .... . . . . . . ... . . . ..... . . ... . . . .... 241,395,405 132,393,222 44,357,688 64,644,494 3,390,433,557 247,824,327 116,6",974 36,5641644 39,820,539

Cash 943.51 624 11,103,972 5,130.050 8,709,494 93 .799 .272 7,911 .036 1,457 .747 1,258 .813 1,363,302
. .. .. . ... . ... . .. .. .. .. .. .. .. . ... . .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .

Notes and accounts receivable . .. .. .. .. .. .. . ... .. .. .
.

64,548,479 29,519,466 11,023.937 24,005,076 763,880,662 44,157,81 8
4 133

5 .592.95 5
126 125

8,682,244
932129

8 .557,454
26 1151

Lose: Allovance for bad debts .. .. .. . ... . ... ... . ... .. .. . 398,41 2
7 81

132,250
23 842 561

77,31 5
961 73 61

188.848
6 612 984

13 .204,379
494,099* 354

5 0,
27,165.386

,
8,022,151

,
7,299,333

,
11,273,405

Inventories. .. .. .. .. . .. .. .. .. . ... . ... . .. .. .. .. .. .. .. . ... . .. .. ... . ... . ... .

investments in Government obligations . .. .. .. ..
3241 ,2

1 :933,028
, ,

1,294,140
.,

429,460
, ,
209,428

,
29,828,872 1 .909,80 7

77 617
54.953

81 62 519
523,73 1
984 000

86,368
1 961 61 1

Other current assets .. .. .. . ... .. . .. .. .. .. .. .. .. .. . .. .. ... . ... .. .. . . 25,249,524 15,913,91 1
7 063

3,518,956
597 928

5,816,658
26 11 659

176,427 .695
53726 905

,9, 8
2 701 .956

, ,
-157,282

.
114,080

, ,
175,28 7

Loans to stockholders .. .. ... . .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. ... . . 4,0()9.252
41 77899

1, 52 ,
9 417 312

,
150,308

, ,
221,797

. ,
33,519,083

,
358.530 997 * 1 7,354 11 .31 0

Mortgage and real estate loans .. .. .. .. . .. .. .. .. .. .. ... . .. .. .,
22 951 8"

, .
14 373 049 6,271,175 2,307,660 746,964,910 73169258 55 .308,039 4.257,031 5,351,02 0

Other investments . .. .. .. .. . ... .. . .. .. .. .. .. .. .. .. . ... . ... . ... .. .. . .
Depreciable assets .. .. .. . .. ... . .. .. .. .. .. .. .. .. .. . .. .. ... . .

, .
85,869,629

, ,
26,120,277 27,128,381 32 .620.971 1,433,079,873 102033082:: 21,586,900 20,906,678 9,750,72 6

Lew: Accumulated depreciation . .. .. .. .. .. .. .. .. .. .. .. .. 49,779.429 12,542,387 16,708 .076 20,528.966 692,798.506 44,713,091
* 7

7,ID6,922
16 387

10,569,582
'11 003

4 .668,599

Depletable assets .. .. .. .. .. . ... . .. .. .. .. .. .. . . ... . .. .. ... . .. . .. . . 426,172 89,005
19 968

285,832
38364

51,335
28519

76,480.239
302 13831

68 .53
14,755

.
7,870

,
-4,074

Less: Accumulated depletion . . ... . .. .. .. .. .. .. .. .. .. .. .. .. 103,635
7508286

,
2856985

,
1,094,188

,
1 .128,400

,,
36,075,236 4 .314,214 781,602 263.713 258,279

Land .. .. .. . ... . ... . .. .. .. .. .. .. . .. .. .. .. .. .. .. . ... . ... . .. .. .. _ .. .. .. .. .. ..
Intangible assets (amortizable) .. . .. .. .. .. .. .. .. .. .. .. .. .. .. 1 :497:716

,
953:373 152,077 392,265 176,80543 7

:
20982939

62 :678:
1t.456 578

"3 :543
675,408
74 694

2,452 .269
326 038

Lew: Accumulated amortization . .. .. .. . .. .. ... . ... . .. . . 436,677
374

255,400
678 4025

49 .254
6873 512

132,023
1 778 285

74 940 .089
219 567.413

1 7
14,681,331 14,062,325

.
2 .349.538

.
3.724,188

Other assets ... . .. .. .. .. .. .. .. . ... . .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. . __ 10,969 .

241 40 5395

,,
132 393 222

,,

",357,eSS

, ,
64,6" .494

,

3,390,433,557 247,824,327 116,629,974 36,5",644 39,820,539
Total IlioloilM es... . . . . ... . . . . . .. . . . . ..... . . . . . ... . . . .. . . . . .. . . .

Accounts payable .. . .. .. .. .. .. .. .. . ... . .. .. .. .. . ... . .. .. .. .. ... .. ..

,
,

42,157,621

, ,

23,152.164 6,176,9% 12.828,461 319,003,391 31,960,256 4,550.371 3,735 .762 4,964,149

Mortga es, notes, and bonds payable in less
g 023 28 133 51 421 920 4 .333,328 7,175,033 349,555,648 22,543.524 13,648,108 2,76i,6D4 4,534,350
one year . .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. . .. .. .. .. .. .. ... . .. ..than

. . .Other current liabilities

. ,
36,046 .001

, ,
20,639 .694 4,883,009 10,523,298 326,025,872 18,080,784 8,786,788 3,323,534 3,974,844

.. .. .. .. .. . .. .. .. .. .. .. .. . ... . . . ... ..
Loans from stockhold is ... . .. .. .. .. .. .. .. . ... . .. .. ... . ... . .. . . 8.929,781 5,572,285 836,338 2.521,158 80,3W206 6 .306,252 249,446 389 .141 1,029,829

Mortgages, notes . and bonds payable in one
02442 867 28,317,414 7,422,993 7,126,617 727,540,706 54,275.876 28,337,473 10.903 .705 9 .287.45 7

yea or more . .. .. .. .. .. .. . ... . .. .. .. .. . .. .. ... . .. .. .. .. . .. .. .. . .
Other liabilities .. .. .. .. .. .. . .. .. .. .. .. .. .. . .

* *. . .. .. .. . .. .. ..

,,
15,846.953 9,615,277 3,377,038 2,854 .639 334,680,204 18 .993,454 5,045,756 1,271,288 3 .263,79 2

:
Capital stock .. .. .. .. .. .. . .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. 7.643,192 3,198,741 1,829.776 2,614,675 149,174,956

7 822 080
11 .466,37 4

219 79240
2,631,907

974 16629
1,834,909

9331674
2,311 .42 3
4 .474,84 3

Paid-in or capital surplus ... . .. .. .. .. .. .. .. . .. .. .. .. .. .. . .. .. . 18,031,494 7,789,143 7,793 .21 2
*

2.449,139 50 , ,
18 402 185

, ,
377 811

, ,
311 662

,,
* 16 678 -27,34 0

Retained earnings, appropriated .. .. . .. .. .. .. .. .. .. . .. . .. 158,32 6
14 227 215

76,298
8 586 163

10,842
5 536 201

71 .186
13,092.779

, ,
628,758.988

.
50,095,491

,
25,012 .512

,
6 .584 .501 4,099,41 5

Retained earnings, unappropriated . .. .. .. .. .. . .. .. .. . .
... . .. .. .. .. .. .. .. .. .. .. ..11 20SOther retained earnings

,,
13,765,594

, .
5,137,669

, .
3.480,396 5,147,528 41,898,256 4,598,538 - 2,291,829 2.722 .37 5

.. .,

Less: Cost of treasury stock .. .. .. .. .. .. .. .. . ... . ... . .. .. . .. 4 .289.004 1,206,545 1 .322,441 1,760,018 92.786,934 11,093 .824 -1,918,214 716,240 869,279

Total receipts ... . . . .... . . . . . .. . . . . . .... . . . .... . . . . .. . . . ... . . . . 499,690,338 233,674,634 74,798,645 191,217,056 3,348,965,911 358,646,950 63,691,438 54,55111,792 67,849,272

Business receipts .. . ... . .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 485,711,849 226,055,865 70,903,305 188,752,679 3,118,059,530 342.469,522 56,700,224 52 .489.999
67 519

65,760,142
456 900

Interest
----. . .. . .. .. . .. .. .. . . . .. . . . * """

3,517 .569 2.472,626 576,700 468,233 56,558,960 2,933,042 1,254,485 .5 ,

Interest on Government obligations:
62764 08128 23,531 13,015 1,104 .725 33,357 4 .378 7,028 3 .095

State and local. .. . .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. . ... . ... .. .. . ..
... . .. . .Rents

,
1,616,484

,
835,803 505,898 274,783 30,361,843 1,201,468 505,510 51,647 90,363

. . .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. . .. .. .. .. .. .. . .. .. . .. .. ... .

Royalties . .. .. .. . ... . .. .. .. .. . .. .. .. .. .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. .. . 35,815 6,483 26.259 3,073 17,775,216 1,042 .446 *397 .403 79,443 161 .949

Net short-term capital gain reduced by net
18 593 3 270 3 271 91 7642 79.359 - 3 .983

long-term capital loss . .. .. .. .. .. . .. .. .. .. .. .. . ... .. .. . .. .. . . 25 .135 , . , ,

Net long-term capital gain reduced by net
i l l 1 145 549 60 1681 324,553 139,395 17,077,393 2333377 622.521 377,640 93,709

oss .. .
.

.. . ... . .. .. .. .
.

. .. .. .. .. .. ... . .. .. .short-to" cap ta
. .. .. . ... . ... . .. .. .. .. .. .. .. .. .. .. .noricapital assesNet ain

, ,
1 .172,676

..
332,953 539,000 300,723 1 2.239,538 1 :468:349 * 16,419 393,119 52,492

8.g ,
Dividends received from domestic corporations 610.123 45,547 548,246 16,33 1

*
4,358,549 427,61 7

395 664
266,338

2 871 559
13,197
80 253

9,32
339 70 1

Dividends received from foreign corporations 29826 1
:

249 .572 44,700
1841 03

3,989
24 11 566

36,369.305
417 93855

,2 .
4 262 750

. ,
1,052,602

.
542,807

.
880,770

Other receipts .. .. .. .. .. . .. .. .. .. .. .. .. . ... . ... . .. .. .. .. .. .. .. .. .. . . 2605,492 2,947,510 ,.3 . , ,. .,

Tatal deductions .. . . . . . . ... . . . . . .. . . . . . .. . . . . .... . . . .. . . . . .. 488,357,231 229,257,484 72,007,714 187,092,033 3,169 .974,645 344 .216,246 55,364,348 52,581 .517 65,9m,l"

Cost of sales and operations
-- . . .. . ... . . .. . -*

375,920,136 186.915 .122 55,435,867 133,569,148 2,117,827,704 245,959,866 28,959 .189
253 544

40,120,12 1
453713

47,239,16 6
1 748 42 9

Compensation of officers . .. . .. .. .. .. .. . .. .. . ... . ... . ... .. .. . .. 18 .450,296 6,538,001 1,822,269 10,090,026 36,138,61 5
74 129 822

2,464,335
2 535 003

,
222 250

,
45 7228

, .
179,351

Repai
.
rs . .. .. .. .. .. .. .. .. .. .. . .. .. . . . .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. .. .. 2,092,080

235 9861
529,46 2
593 875

582,059
153,178

980.559
488,933

.,
7,517,507

. ,
315,796

,
49,290

,
112,443 133,32 6

Bad debts .. .. .. .. .. .. . .. .. .. .. .. .. .. . ... . .. .. .. .. .. .. . ... . ... . ... .. .. . .

Rent paid on business property .. . ... . .. .. .. .. .. .. .. .. .. .. ..
, ,

3,898,682
,

1,216,450 587,653 2,094,579 32,911,964 2,739 .980 354,139 366,965 949,767

. .. .. .. .. .. .. .. . ... . . .. .. .. . ... . .. .. ... . ... . .. .. .Taxes paid 9,426,363 2,871,820 1,417,295 5,137,247 78,378 .766 6,739,858 3,276,726 1,117,495 1,374 .590
3712 1.. .. .. .. . .. .

.. .. .. .. .. .. .. .. . .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. .. .Interest paid 6,926 .137 4,113,472 1,192,670 1,619 .995 113,699,987 9,001,864 2,624 .091 1,871,199 ,2,0
31 568. . ... .

Contributions or gifts .. .. .. .. .. . .. .. .. .. .. .. .. .. . ... . ... . ... .. .. . .. 143 .492 66,141 32,989 44 .362 2,474,507
3

270,006
705752

114,473
294 593

25,302
59 821

,
922126

Amortization . . .. .. .. .. .. .. .. . .. .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. .. .. .. . 154,464
6738 839

104,703
2 551 384

1 0 ' 670
2,421,392

39,09 1
3,866,897

7 .155,98
120,038,466

,
8.585,141

.
2,718,147

,
1,677 .430

,
l .G43,701

Depreciation .. .. .. .. .. .. .. . .. . _ . .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .

.. .. .. . ... . .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .Depletion .

, ,

70,312

.,
18,203 43,381 8,728 5 .155,784 12.269 9 - 4

008 7301... . ... . .. .. .
Advertising .. .. .. .. .. .. .. . .. .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. . .. 1,390,301 611 .048 76,770 702,483 51,201,511 13,586,113 5,060,922 320,751 ,,

Pension, profit-sharing, stock bonus, and annuity
769 8281 501 050 313,254 955,525 17,868,770 1,020,953 229,222 272 .243 232,01 9

plans . . .. .. .. .. .. .. .. .. . .. ... . .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .

Employee benefit programs : .. .. .. . .. .. .. .. .. .. ..

, .
2,241 730

,
612 .461 394,698 1,234,571 47,008,397 2,973,60 1

2 602
779.728

6 869
490 .600

14 311
478,695
54 31 5

Net loss, noncapital assets .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .

1
79i,138

1
09,364

904 9281
30,480

7 493 089
39,593

29 722 026
1 .947 .069

826,876500
30 .

46,956,153
,

10,421,154
,

5.190,560
,

9,334,190
Other deductions . . ... . .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. ..

Total receipts less total deductions . .. .. .. .. . ... . ... . ... .. .. . ..

55.618,31 4

11,333,107

, ,2

4,417,150

, ,

2,790,932

,.

4,125,025

,

178.991,266 14,430,704 8 .327,090 1,977,275 1 .893,128

Constructive taxable income from related foreign
81 456 45 172 34,798 1,486 27.227,430 1,444,154 1,940 .025 37,846 244.324

emporatio a . .. .. .. .. .. .. . .. .. ... . .. .. .. .. .. . ... . .. .. .. .. .. .. . .. . .. ..

Net income oess deficit) . . ... .. . .. .. .. .. .. .. .. .. . .. .. .. .. . . ... . .. .

,
11 .343,920

,
4,432,962 2,797,643 4,113,315 205,083,651 15 .841,502 10,262 .737 2,008,094

12 370
2, 1 33,209

7399311
Income wtoject to tax . .. .. .. .. .. . .. .. .. .. . .. .. ... . .. .. ... . .. . 8 .340.495 3,367 .801 1,747,669 3,225.025 197,348,499 15,664,250 9.944,5113 ,1,9 ,,

total 2Income tax 2 .497.276 1,050,602 588,584 858,090 68,661,707 5,413,613 3.398 .277 660,93 1
49

653,484
98 7634,

Regular tax .. .. .. .. .. .. .. .. .. .. . .. . ... . .. . .. .. .. .. .. .. . . .. . .. . ... 2,381,580 995,377 562,473 823,730 66,691,829 5,307,912 3.381,944 639,0 ,
-

Personal holding company tax .. .. . ... . .. . .. .. .. .. .. .. .. .. ..
7 4

.11

1 909 5703
- 7

1 662
3,557

235,587
-

15,592
-

3,641

-
9,440 736

Recapture of investment credit .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. ,1 1
329104

,
50 907

.
21 034

,
32.388 1,469,116 70,642 536 10,011 15,897

Alternative minimum tax . .. .. . ... . .. .. .. _ . ... . ... . ... . ... . .. .. .. .
3 455

.
1 795

.
3571 303 255,764 19,153 12,156 2,219 1,864

Environmental tax . . .. .. . .. . . .. .. .. . .. . .. . . . .. .. . .. .. .

.. .dit

,

92 380

, ,

15,154 *3,388 21,860,251 1,243,727 1,592,981 27.287 155 .692
... .. .. .. . .. .. .. .. .. .. .. . ... . ... . .. .. .. .. .. .. .. .. ..Foreign tax cr e

U .S . possessions tax credit . . .. .. .. . ... . ... . .. .. .. .. .. .. .. .. .. .. ..
,

1 .279 1,279 - 2,219,079 234 .613 16,947 1,97 8
-

41,481
-

Orphan drug credit . ... . .. .. .. .. . . ... . .. .. .. .. .. .. . ... . ... . ... .. .. . .. -
- -

- -
-

8,053
27 701

-
52

-
- - -

Nonconvantional source fuel credit .. . .. .. .. .. .. .. .. .. .. . 7
95 097

7
47 672

-
22 408 25,017

,
2,486,886 125,938 '39,501 10,889 6 .757

General business credit. .. .. .. . .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. . .. ..

i

,
1 33 983

,
1 12 485

,
4 865 1 16,633 1 . 153,863 4,761 1

-
.cm

I
1 1,643

t . .. .. .. .. .. .. .. . ... . ... . ... .. .. . ...Prior year minimum tax cred , , ,

Footnotes at end of table. See text for "Explanation of Teims~' and "Description of the Sample and Limitations of the Data "
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Corporation Returns/198 8

RETURNS WITH NET INCOME
Table 3-Balance Sheets, Income Statements, Tax, and Selected Other Items, by Major Industry-Continued
(All figures are estimates based on samples-money amounts are In thousands of dollars]

Maim industry--Continued

construction Manufacturing

ftem General
bulking p. Fbod and

Tobacco Itedile mill Apparel and
Total contractors

t t
trade

contractors
TOW kindred

products manufactures products other textile
products

a"t.01M
.Wive con rac ors;

(9) (10) (11) (12) (13) (14) (15) (16)

Numbeir of raturna vAth nert Income .. . . . ... . . . .... . . 222,250 $0,526- 15,141 126,693 172,9S5 91098 67 2,967 8,22 4

Total assets . . . ... . . . . .... . . . .... . . . . . .. . . . . . . ... . . . ... . . ..... . 167,76S .398 86,672,994 33,979,597 47,0112,1108 2,964,130,159 204,214,739 116,577.403 29,696,516 30 .828,883

Cash . .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. . .. __ .. .. .. .. . ... .. .. . ... .. .. . .. . 19,925,277 8 .628 .334 4,276.471 7,020,471 78 .850,940 7,057,391 1,457,561 1,092,159 1,090,227

Notes and accounts receivable .. .. .. .. .. . .. .. .. .. ... . .. .. .. . 46,606,087 20 .475 .167 8,256.270 17,874650 690459401 38,651676 5,590,329 7,381,442 6,524 .71 8

Law: Allo~vance for bad debts . .. .. . .. .. . .. .. ... . .. .. .. . 257,145 79 .963 58.989 118 :193 11 :013 :11 1 428 :954 126,125 85,586 88,035

Inventories
-- . .. .. .. . .

. .. . .. .. .. .. .. .. .. .. .. .. .. . 21,754 .887 15 .891,819 1,310.008 4 .553 .060 295,578,647 21,343,156 7,987,401 5,764,317 8 .381,639

Inv.stmierms 1. 6 rnmeni obligations .. .. .. .. .. .. .. .. . 1,358 .919 856,127 336,265 166 .527 29,157 .479 1,878,191 54 .953 -487,680 75,248

Other current assets. .. .. .. . .. .. . .. .. .. . ... . .. .. .. .. .. .. .. .. .. .. .. 16793967 10,388,251 2 .429,992 3.975,724 158,316,645 8,206,876 2.814 .719 782,874 1,427 .340

Loans to stockholders . ... . .. .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. .. .. 2 :6a3 :517 1,066,872 404,633 1,212,013 22,645,476 2,509,870 157 .115 99,395 117,658

Mortgage and real estate loans . .. .. .. .. . ... . .. .. ... . . 6,241,333 5.967,536 114,323 159,474 30 .529 .628 108 .932 997 17,354 7,646

Other investments .. .. .. .. .. .. .. . ... . .. .. .. .. . ... . ... . .. .. . ... . .. 17,205,441 9,942,479 5 .398,044 1,864 .918 680 .617,735 51 .683 .881 *55,307 .639 3,937,994 4689223

Depreciable assets. .. .. .. .. .. .. . .. .. .. .. .. .. . .. .. ... . .. .. ... . .. .. .. 59,328,837 16,691,812 20 .118,280 22,518,746 1,271,248,370 84 .307,880 21 .559,609 16,183,761 7 :647 :648

Low: Accumulated depreciation . . .. .. .. .. .. .. .. .. .. .. .. . 34,977 .668 8,423,302 12 .447,353 14,107013 621 157941 37,763164 7,091 817 8 .498,831 3,650,756

Depletable assets . . .. .. .. .. .. .. . ... . .. .. .. .. . ... . ... . .. .. ... . .. .. .. 251,983 58,445 155,200 38 :337 69 :049 :208 *68 :075 16:38 7

Lew: Accumulated depletion .. .. .. . .. .. .. .. .. .. .. .. .. .. .. . 54078 3325
1

23389 ;17 364 27,134,655 14,678 7,870

Land . .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. . .. .. .. .. .. 4,290 :428 2. ;7 9:012 779 :466 31
:949

30,149.316 3,475,165 781,362 188 .972 199,33 1

Intangible assets (amortizable) . .. .. .. . .. .. .. .. .. .. .. .. .. .. .. . 730 .503 400.752 95 .267 234,484 138,297 .924 12,029,494 * 14,456,297 357,755 1,622,688

Lew: Accumulated arnortization .. . __. .. .. .. .. .. .. . 209 .438 91,898 30,490 87049 34771 155 999929 443479 33605 210,21 9

Other assets . ... . .. .. .. .. .. .. .. .. .. . ... .. .. . .. .. .. .. . ... . .. .. ... . .. .. .. 6,092 .550 2,334,878 2,765,598 992 :074 183:306:252 12,100:677 14 , 062:325 1 .993 :908 21994,526

Total Itabillifise . . . .. . . . . . ... . . . ..... . . . . . .. . . . . .. . . . . . .. . . . . ... 167,765,398 66,872,994 33 .8",597 47,012,808 2,984,130,159 204,214,739 116,577,403 29,696,516 30,820.883

Accounts payable ... . ... . ... . .. .. .. .. .. .. . ... . .. . .. .. .. .. .. .. .. .. .. 29,069,412 16.188.144 4 .166,621 8.714,647 276.213,698 28,581,918 4,546.961 2,946,495 3.689,486

Mortgages, notes, and bonds payable in law
than one year . . ... . ... . ... . .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. 18,382,056 11,268,316 2,803 .533 4,310,206 301,957.037 17,428,157 13,625.854 1,904,140 3,0113,79 1

Other current liabilities .. .. . .. .. .. .. .. .. .. .. .. . ... . .. .. ... . .. .. .. . 23,768,762 12.967,884 3,469 .004 7,331 .874 284,241 .777 14,528,949 8,786,734 2,748,109 3,095,576

Loans from stockholde a . . .. .. .. .. .. . ... . .. .. .. .. . .. .. .. .. .. .. . 4,466,161 2.548,291 560,399 1,357 .471 54.471 .284 3,901,W 249,446 139,599 547,31 4

Mortgages, notes, and bonds payable in on e
yea or more . .. . ... . .. . ... . .. .. .. .. .. .. . ... . . .. .. . .. .. .. .. .. .. 25.989,998 16.647.408 4,912 .043 4.430,541r 598,777,747 38,737,303 28,306,851 8,047,479 5,610,666

Other liabilitiw .. .. . ... . .. .. .. .. .. .. . ... . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. 1 0,235.563 5,703.228 2,534,047 1,998.288 304,190,767 16,823.355 5 .043,395 1,010,625 2,625.206

Capital stock .. .. .. . ... . .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. 4,956,498 1,982,015 1 .268,817 1 .705,667 119,143,703 9.288.118 2 .631,903 1,570,219 1,639.360

Paid-in or capital surplus . . .. .. .. .. .. .. .. . ... . ... .. .. ... . .. .. .. . 13,987,791 5,768,469 6.834,314 1,385,008 424,275,269 30,541,845 29 .958,666 3,412,316 3,602,573

Retained earnings, appropriated .. .. .. .. ... . .. .. .. .. 137,565 72,012 * 10,587 54,966 17,872,611 359,509 311,662 '16,658

Retained earnings, unappropriated . .. .. .. .. .. .. .. .. .. .. .. 26,896,639 9,252,284 5.647,346 11,997,009 646,705,121 50,515,806 25,034,146 6,181,544 4,953,586

Other retained earnings, 11 20S .. .. .. .. . .. .. .. .. ... . .. .. .. .. 13.076,827 5,264,688 2,840,259 4,971,881 42,330.292 4,398,618 - 2,252,472 2,642,333
Law:

Cost of treasury stock ... . .. .. .. .. . .. .. .. .. .. .. .. .. .. .. . 3.201,875 789,744 1,167,374 1,244,756 86,049,148 10,890,6a4 1,918,214 533.141 687,81 1

Total receipts . .. . . . . ... . . . . .. . . . . .... . . . . .. .. . . . . .. . . . . .. . . . . . 379,475,638 1178,446,611411 57,344,265 143,684,715 2,921,357,987 296,W8,425 63,615,199 43,490,200 52,231,866

Business receipts .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. .. .. . 368,BCA.845 173,110.026 53,923,101 141,831,718 2,707 .602,400 282 .370 .553 56,626 .246 41,605,653 50,478.95 5

nterest . .. .. .. .. .. .. . . ... . ... . ... . .. .. .. .. . .. .. .. .. .. .. . .. .. .. .. .. .. .. .. 2,387,739 1,572,896 475,887 338 .957 51 .649,647 2 .119 .448 1,253 .752 449,456 412,188
:
merest on Government obligations :
State and local .. .. .. .. .. .. .. .. .. . ... .. .. .. .. .. .. .. .. .. . 58,047 24502 23,087 10 .459 1,076,687 32,757 4,378 6,780 1,820

Rents. . . .. .. .. .. .. .. .. .. .. . ... . ... .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. .. .. 1,101 , 027 451 :173 440,491 209 .363 29,095 .191 1,101,490 *505,365 37,404 81,77 3

Royalties. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. . ... . .. .. .. .. .. . ... .. .. . .. .. .. . .. . 31,685 6,373 22,356 *2,856 16,697,441 1,032,910 -397,403 52.681 129,639

Net short-term capital gain reduced by net
long-terrn capital loss .. .. .. . .. .. .. .. .. .. .. . ... __ . ... .. .. . .. .. 18,564 12 .917 2,393 3,253 566,197 79,141 - '822

Net long-te" capital gain reduced by n
shon-tenn capital low . . .

.
.. .. .. .. _. .. . . .. . .. .. ... . .. .. .. .. 918,837 507 .738 306,477 104,623 16,176,213 2,286,141 622,521 371 .876 86,71 6

N gain . noncapital assets . .. .. .. . ... . .. .. .. .. .. .. .. .. .. .. .. .. 941,103 246,489 494,267 200,347 11,444,017 1,390,140
*1

6419 384,834 42,280

Dividends received from domestic corporations .. .. 586,764 41,961 533,183 11,620 4,116 .218 403,445 266 :338 12,252 7,088

Dividends received from foreign corporations 292,952 '248 .365 40.598 * 3 .989 34,684 .815 2 .382 .871 2,871,559 80,103 321,652

Other receipts . . .. .. .. .. .. . .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. . 4,274,174 2,224 .217 l,Oa2,425 967 .531 48,249 .162 3 .669 .529 1,051,220 474,992 668,934

TOW deductions . . . . . .. . . . . . .... . . ..... . . . . . .. . . . ... . . . ... . . 361,548,789 170,831 .110 53,530,242 137,187,437 2,714,954,051 280,009,099 55,273,259 40,841,130 49,323,793

Cost of sales and operations . .. .. .. . .. .. ... . .. .. _ 282,938 .229 141,275,081 42,084.184 99,578,964 1,813,052,279 200,652,786 28.902,320 31,568 .448 35.644,51 2

Com
pensation of officers .. . .. .. .. .. .. .. . ... .. . ... . .. . 13,296 .791 4 .698 .921 1,394.743 7,203,127 28,250,313 1,975,708 '252,595 552 .317 1,392,423

Repa,rs .. .. .. . ... . .. .. .. .. .. .. .. .. .. . ... . .. .. .. . .. .. . .. .. .. . 1,461 .133 370 .486 400.678 689,969 27,166,5114 2,183,369 222,241 192 .937 143,702

Bad debts . .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. . .. .. . .. .. .. .. .. .. .. .. .. .. . 602,389 182,623 110,765 309,001 6.087 .845 216,313 36,474 54,149 79,303

Rent paid on business property. .. .. . .. .. ... . .. .. ... . .. .. _ 2,720,615 863 .909 380,615 1 .476,091 27,311,072 2,225,987 354 .135 276,454 630,766

Taxes paid . .. . ... . .. .. .. .. .. .. .. .. .. . ... .. . .. .. .. .. .. _ .. .. .. .. .. .. .. .. . 6,867,644 2,072,141 1,072,915 3,722,589 69,641,789 5,481,051 3,272,606 883,454 1,052,370

Interest paid .. .. .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. . ... .. .. .. . .. 4,134,081 2,335 .341 &36,667 962.074 94,317,915 6,072,321 2,621,901 1,355,444 1,451,298

Contributions or gifts .. .. .. .. .. .. .. .. .. .. . .. . 142 .621 65 .825 32 .989 43,807 2,439.684 267 .705 114,473 25,302 31,564

Amortization_ .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. . ... .. .. . ... .. .. . .. .. 90.480 59,214 6,971 24,295 4.903 .648 341 .883 *294,537 40,094 87,840

Depreciation . . .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. . ... . .. .. ... .. . .. .. .. 6,191,420 1,720 .321 1,748,005 2,723,093 105,618,848 7,060.115 2 .716,417 1 .269,910 841,482

Depletion . . ... . ... . . .. .. .. .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. . ... .. .. .. .. . 44,925 9,232 28 .183 7.510 4,729,635 11,705 9 -4

Advertising . .. .. .. .. .. .. .. .. .. .. .. .. . . .. .. .. .. .. .. .. .. .. .. . ... .. .. . .. .. 980,047 436.992 52 .376 490.679 45,002 .254 11,595,329 5,060,350 208,412 828,602

Pension, profit-sharing, stock bonus, an d
annuity plans .. . ... . .. .. .. .. ... . .. .. .. .. .. .. .. .. .. 1,368,575 407 .844 229,118 731,613 16.280,403 844,647 229.222 212,931 196,026

Employee benefit programs . .. .. .. . .. .. .. . .. .. .. .. .. .. . 1,638 .796 444 .407 268 .801 925,588 41 .286,152 2,411,204 778.739 376 .657 340,557

Net low, noncapital assets .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. . 62,980 33,585 9,346 20,048 1 .161,535 89,917 6,494 5,792 8,970

Other deductions .. .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. . ... . .. . 39,008.065 15,855,188 4 .873,8881 18 .278,990 427.704,096 38,639.059 10,410.744 3,818 .463 6.594,373

Total receipts law total deductions . .. .. .. . ... 17 .926.848 7,615,548 3,814,022 6,497,278 206,403,937 16,799,326 8,341,940 2,639,069 2,908,074

Constructive taxable income from related foreign
corporatio a . .. .. .. . ... . ... . ... . .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. 79,390 45,093 760 26,862.449 1 .432,483 1,940.025 37,846 243 .858

Net income .. .. .. .. .. .. .. .. . ... . ... . .. .. .. .. .. .. .. .. .. . .. .. .. .. ... . .. .. .. .. 17,946,717 7,634,860 3,824 .460 6 .487,398 232,182,692 18,199,052 10,277,586 2,670,136 3,148,965

Income subject to tax . .. .. .. .. .. . . .. .. .. .. .. . .. .. ... . .. .. ... . .. .. .. . 8,340,495 3,367,801 1,747,669 3,225,025 197,348,499 15,664,250 9 .944,583 1,912,370 1,931,739

Incorne tax, total 2 . .. .. . . .. . . . . . .. .. .. . . .. . 2,462,416 1 .030.751 583 .944 847,721 68,334,983 5.374,308 3,398,277 659,699 653 .388

Regular tax . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. . ... . .. .. .. .. . ... .. .. .. .. . ... 2.380,942 995.377 561 .a36 823,730 66,688.432 5,307,912 3,381,944 639 .049 634,98 7

Personal holding company tax .. .. .. .. .. . ... . .. I . ... . .. .. .. ..
W -7 3.169 - - - -

Recapture of investment credit . .. .. . ... . .. .. .. .. ... . .. .. .. .. 5,905 1,266 3,201 1 .438 224,245 15,027 3,641 9,338 69 3

Alternative minimum to . . .. .. . ... .. .. .. .. .. .. .. .. .. .. .. .. .. . .. .. 71,778 32,135 17,399 22.244 1 .160,023 32,149 536 8 .884 15,84 5

En0ronmental tax . .. .. .. .. .. . .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. . 3,447 1,787 1,357 303 253,313 18,905 12,156 2,217 i'm

Foreign tax credit . .. .. .. .. .. .. .. .. . .. .. .. .. . .. . .. .. ... . .. .. .. .. .. .. .. . 92,380 '15,154 *3,388 21,860,251 1,243,727 1,592,981 27,287 155,69 2

U.S . possessions tax credit .. .. .. .. .. .. .. .. .. . ... . ... . ... . ... . .. .. 1,279 1,279 - 2,219,079 234,613 16,947 1,978 41,48 1

Orphan drug credit .. . ... . ... . .. .. .. .. .. .. ... . .. .. .. .. .. .. .. .. .. .. .. . - - - 8 .053 - - - -

Nonconventional source fuel credit . .. .. .. .. .. .. .. .. .. .. .. .. . .

General business credit . .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .
- 7

95.097
- 7

47,672
-

22,408

-

25 .017
27,70 1

2,486,886
52

125,938

-
10,889

-
6.757

Prior year minimum tax credit .. .. .. . ... . .. .. .. .. .. .. . .. .. .. .. .. 1 33.983 1 12,485 1 4,865 1 16.633 1 153,853 1 4,761 1603 1 -1 .64
2-

Foomoters at end of table . See text for "Explanation of Terms' and -Description of the Sample and Umitafions of the Data."
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RETURNS WITH NET INCOME
Table 3-Balance Sheets, Income Statements, Tax, and Selected Other Items, by Major Industry-Continued
(All figures are estimates based on samples money amounts are in thousands of dollars]

Major Industry--Confinued

Manufacturing--Confinued

ftent
Lumber and

wood
products

. Furniture
and fixtures

Pa~and

products

Pnr= and'
pu Ing

Chemicals
and allied
products

Petroleum
(Includif

products

Rubber and
miscellaneous

products

Leather and
leathe r

products

Stone . clay~ .

(17) (19) (20) (21) (22) (23) (24) (25)

Number of returns wlth rwt Income . . ... . . . .... . . ... 9,573 5,412 2,004, 27,645 7,235 9" 8,041 1,017 6,11172

TOtIld assets .... . . .. .. . . . . ... . . . ... . . . . ... . . . . . .... . . ..... . . . .. 50,674,65a 18,210,854 103,367,549 107,527,378 373,398,227 535,404,783 39,209,885 7,80,009 40,073,239

Cash
. .. .. .. .. .. . .. .. . .. ... . .. .. .. .. .. .. .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. . 1 .772.104 1 .011,732 1,597,980 4,402.336 9,093.357 4,913 .848 1,309,776 319,238 1 .731 .563

Notes and accounts receivable .. .. .. . .. .. .. .. .. .. .. . ... .. .. .. 6.386.202 4 .075,736 15.595,994 19,124 .065 59,779.322 89 .636 .197 7,968.509 .1,811 .038 6,757,532
Less: Aftoviance for bad debts . . .. .. .. .. .. .. .. .. . .. ... .. .

*
89.072 78,614 299,215 1 .092,306 998,633 771 .269 175,563 29.996 181 .994

:nvenlories ... . ... . .. .. .. .. .. .. .. .. .. .. .. . ... . .. .. .. .. .. .. .. . ... . .. .. ... . 6,124 .003 3 .816,137 9,188,081 7,237,324 34,141 .964 18,276,921 6,727,927 2 .438.178 4 .362.838
mestments in Government obligatiorts . .. .. .. .. .. .. .. .. 164 .076 28,547 527,726 1 .740,305 1,488.275 746,667 34,565 '96.764 212.453
Other current assets ... . .. .. .. .. .. .. .. .. .. . ... . .. .. .. .. .. .. . ... .. .. 4,747,903 770 .661 3,413,783 5.478,981 23,784.382 18 .760 .012 1,502,353 254,479 1 .251,994
Loans to stockholders . .. .. .. .. .. .. .. .. .. . ... . .. .. .. .. .. .. . ... .. .. 119,335 82 .021 324,438 965.088 11,755,657 2 .298 .771 338,526 19,282 119,773
Mortgage and real estate loans . .. .. . ... . .. .. .. .. .. .. .. .. .. . 191,472 '24 .292 1 .984,487 155.284 5,409,114 20,334 1 .015 46,667
Other investments .. .. .. .. .. . ... . .. .. .. .. .. .. .. . .. .. .. .. .. .. . ... .. .. 7,012.567 2,748,432 20.023,559 21,704,749 99 .675,166 179 .091,799 6.246,587 .1,303.816 8 .402.071
Depreciable assets. .. .. . ... . .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. . ... .. .. 31 .665,242 7,997,574 66,067,358 46.056,205 159,394,092 271,301 .176 24,010,1132 2 .313.608 26,644,723

Less
: Accumulated depreciation . . .. .. .. .. .. .. .. .. .. .. .. . 16125665 3,883891 27,390,516 22,151,240 78,522,833 127,140,361 11 .372,539 1 .298.063 13,093.354

Depletable assets. .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. . .. .. .. . .. .. .. .. 5:670:357 1 :459 3,611,163 177,245 7,297.669 48,953,680 -11 .019 - 744,071
Less: Accumulated depletion .. .. .. .. .. . .. .. .. .. .. .. .. .. .. . 118,157 145 652,712 * 26,383 3.782.655 21 .393,885 . 110

-
260.759

Land . .. .. .. . ... . .. .. .. .. .. .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. . 639,622 248,934 1,593 .093 1 .444,023 3.948.967 6,205,867 525.273 59.217 1 .040,968
Intangible assets (amortizable) .. . .. .. .. .. . ... . .. .. .. .. .. .. .. . 268,559 '802,296 3,831,586 11,023 .442 18,896,724 42,446,725 1,084,636 75.936 1,264,396

Less: Accumulated amortization . . ... . .. .. .. .. .. .. .. .. .. . 31,622 62,161 188,938 1,372,020 3,978,552 23,143,012 243.175 15,072 169,638
Other assets .. .. .. .. . ... . .. .. .. .. .. .. .. .. . .. .. . ... . .. .. .. .. .. .. .. .. .. . 2.277,732 627,854 4,139,683 12,660,280 26.016.209 25,180,201 1,220,936 453,569 1 .199 .93 6

Total flabilit!.. ... . . . .... . . . . . .. . . . . .. . . . . . .... . . . . ... . . . . .. . . 50,674,658 118,210,8641 103,367,549 107,527,376 373,398,227 535,404,783 3i,209,885 7,811KI1,009 40,073,239
Accounts payable . .. .. .. .. .. .. .. .. .. . ... . ... . .. .. .. .. .. . ... . .. .. ... . 4,416,142 1,772,569 8 .458,444 8.336,416 32,190,868 45,045,951 4,321 .9% 921,314 3,279,809
Mortgages . notes. and bonds payable in less

than one year .. . ... . .. .. .. .. .. .. .. .. .. .. .. . ... . .. .. .. . .. 3,438 .608 1,481,772 3,585,029 4,194,301 21,646,241 37,782.164 3,859,122 521,431 2,155 .458
Other current liabilifies ... . .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. 3,654,349 1,344,310 10,968,449 10.308,654 43,587,481 28,592.706 3,517,729 758,273 2,982 .644
Loans from stockholde a . ... . .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. 406,023 279,079 1,039,048 1 .680,413 15,492,362 6.877.094 515,466 88,625 564,31 9
Mortgages . notes, and bonds payable in one

year or more .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. . 12 .491 .018 4,512,033 22,350.154 26,547 .642 53.501,078 105,242,134 10,192 .231 2,136006 1 799
Other liabilities . .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. . 2,071,998 586,251 9,638.766 10,891,428 .43,387 .870 78,150,488 2,393,726 378829 ':' :3221976
Capital stock . .. .. .. .. . . .. .. . ... . .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. . 2,923,514 987,192 5,202,583 3 .973,210 16.979 .310 15,944,239 1,031 .746 392,722 2.263 .778
Paid-in or capital surplus .. .. .. . . ... . .. .. .. .. . 6 .610 .445 2.773,350 13,470.532 8,872,676 73,692,724 106,631,633 4.245,916 525.119 6,194 .294
Retained earnings, appropriated .. . ... . .. .. .. .. . ... . .. .. ... * 28,236 * 6,485

1
'15,954 124,776 622,783 -12,961,929 .868 8 .700 * 79 .083

Retained earnings. unappropriated . .. .. .. . .. .. ... . .. .. .. . 13,143,533 3,846,053 29,278.511 32,367,916 86,128 .578 121,736,120 7,123 .472 1,691,259 7,586,91 5
Other retained earnings. 1120S .. .. . ... . .. .. .. .. .. .. . ... .. .. 1,972,867 1,124,340 1,596,518 3,473,186 1,538,134 *319,938 2,507,633 570,024 1,453,986
Less: Cost of treasury stock .. .. .. .. .. .. .. .. .. . .. .. ... . .. .. .. .. 482,075 502.569 2,236,439 3,243,242 15,369,203 23,879.613 500,019 189,294 1 .572 .822

Total receipts . .. . . . . .. . . . . . .... . . . ... . . . .... . . . . . .... . . . ... . . . 66,528,465 31,132,455 106,940,936 125,258,978 314,480,221 392,341 .046 60,917,536 13,930,311 47,307,987
Busin~ receipts . .. ... . .. .. .. .. .. .. .. . .. .. .. .. .. .. .. . 63,550,108 30,406,255 102 .988,624 116,186,412 293,035,118 362,356,597 58,249 .807 13,435,345 44,826,459

:ntwes'
. .. .. .. .. .. .. . .. .. .. .. . ... . .. .. .. .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. 1,037,691 99.533 754,014 1 .755,672 4,103,640 9.350,646 375,017 175 .716 308,850

nterest on Government obligations :
State and local . .. .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. . .. .. 3,695 8,585 25,220 45,140 160,507 20,837 3,138 5,747 4 .526

Rents . .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. .. . . ... . ... . .. .. . ... . .. .. ... . .. .. .. 86.216 70,456 198,510 412,297 1 .217,097 2,271,884 84,697 33 .581 83 .236
Royalties . . .. .. .. .. .. .. .. .. .. .. .. . ... . .. .. .. ..

. _ '"" ""' "
33.732 22 .032 400.078 513,505 2,493,789 1,243,050 155,898 26,943 152,763

Net short-term capital gain reduced by ne t
long-term capital loss .. .. ... . .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. . 7,609 29,592 46.307 75,909 32,320 392 71,554

Net long-term capital gain reduced by net
short-term capital lc~ss . .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. . 412.395 131,229; 888,041 2,388,681 2,349 .271 906,460 184,391 30,633 366,135

Net gain, noncapital assets .. .. .. .. .. .. . ... . .. . .. .. .. .. .. .. .. . 222,244 30,271 166.697 317,443 834,202 2,243,305 234,796 16,324 362,499
Dividends neceived from domestic corporations 21,683 11,791 83 .886 173.039 499,600 732,897 31,500 5,871 96,88 1
Dividends rerceived from foreign corporations .. 198,207 7,273 642,358 583,895 4,457,847 4.567 .250 392,909 24,844 483,979
Other receipts .. .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. 954,885 345,019 763,915 2,836,5a8 5,253,041 8.615,800 1,205,227 174 .915 551,106

Total deductions ... . . . .... . . . .... . . . ... . . . . . .... . . . .... . . ... 62,107,360 29,415,232 98,041,628 113,026,757 285,497,455 369,284,013 57.438,265 13,228,741 43,606,294
Cost of sales and .operations . .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. . 47,007,424 21 .283,636 67,919 .943~3 58,170.790 176,322,586 260,734,669 40,564,165 9,377,359 29,119,596

Com
pensetion of officers . .. .. .. .. . .. .. .. .. .. .. .. .. .. . 886,372 606 .323 827 .863 3,279.258 2,250,288 525 .054 1,266,316 200,050 850,97 0

Repaws .. .. .. .. . ... . ... . ... . . .. .. .. .. .. . .. .. .. .. .. .. .. .. . .. .. .. 1 .094 679 114,444 2,107,364 756,336 3 .566,139 5,892,258 540,572 67,807 799,236
:d debts .. . ... . .. .. .. .. .. .. .. . ... .. . . .. .. .. .. .. .. 69167 59475 188304 688376 481 .513 566,805 101,108 29,343 122,369R
nt paid on business property . .. .. .. .. . . .. ... . .. .. .. . 657

.31 5
374 :609 857 :995 2.072 :052 3,028,080 3,244,337 561,868 315,712 417,57 5

Taxes paid . .. . ... . ... . ... . .. .. .. .. .. .. .. .. .. .. .. . ... . .. .. .. .. .. .. . ... . .. 409 24 6
1

726,385 2,066,686 3,470,204 5,810,375 16,786,732 1,219,143 270,883 1,114,95 0
Interest paid . ... . .. .. ... . .. .. . .. .. .. .. .. .. .. .. . .. .. .. .. .

: :
1 511 551 468,911 2,517,700 3,828,912 8,734,604 18 .146,815 1,474,791 415.727 1,423,62 2

Contributions or gifts .. . ... . .. .. .. .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. 57 .609 22,370 87,278 175,331 366,671 208,747 23,438 8,466 37,668
Amorti~tion . ... . .. .. .. .. .. .. .. .. .. .. .. . ... . .. .. .. .. .. .. . ... . .. 42,171 26,067 72,482 650,741 673,381 932,970 77.464 6,947 115,87 5
Detonsciation . ... .. .. . ... .. .. .. .. .. .. .. .. .. .. .. . ... . .. .. .. .. .. .. . ... .. . 2,192,362 752,095- 5.194,020 4,479 .918 10.908,522 14,672.043 2,016.382 212,739 2.046,46 7
Depletio . .. .. .. .. .. .. .. . .. .. . ... . .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. . 416,442 249 203,257 32,430 452,325 3,078,031 5.224 107,194
Advertising .. .. .. .. .. . ~ :. . .. .. .. .. .. .. .. .. .. . ... . .. .. .. .. .. .. . ... .. . 270,878 485.946 1,132,346 2,116,477 9.048,919 948,000 624,464 254,556 312 .898
Pension, profit-sharing, stock bonus, and

annuity plans .. .. ... . .. .. .. .. .. .. .. . ... . ... . .. .. .. .. . .. .. ... . .. .. .. 353,258 190,465 505,390 938,814 1,731 .180 1,210,391 388,992 52,956 224,846
Employee benefit programs .. .. .. .. .. .. .. .. .. . . 641,912 321,194 1,516,164 1,718 .180 3,932,080 1,970,847 866 .375 110,247 627,203
Net loss, noncapital assets . .. .. .. .. . .

. s , "' " - --
6 217 4,960 15,934 94,123 250,539 152,154 57,745 3,535 11,777

Other deductions . .. .. .. .. .. .. .. .. .. . ... . ... . .. .. .. .. . .. .. ... . .. .. .. 5,490757: 3,978,102 12,828,880 30,554 .815 57,940,255 40,214,159 7,650,218 1,902,373 6,274,047
Total receipts less total deductions . .. .. .. . .. 1 . ... . .. .. .. . 4,421,105 1 .717,224 8 .899,308 12,232,221 28,982,766 23,057,034 3,479,271 701,569 3,701,693
Constructive taxable income from related foreig n

corporations .. .. .. .. .. .. .. .. .. .. . ... . .. .. .. .. .. . .. .. . .. .. .. .. .. .. .. .. . 40,420 24,384 374,921 453,487 4,998 .968 4,988,789 350,008 14,935 216,454
Net income .. . ... . .. .. .. .. .. .. .. .. .. .. .. . .. .. ... . .. .. .. .. .. .. .. . ... . .. .. .. . 4,457,827 1,733,003 9,249,010 12,637,7BB 33,821,228 28,024,985 3,826,056 710,758 3,913,620
ncme subject to tax . . .. .. .. .. .. .. .. .. .. .. .. . ... . .. .. .. .. .. .. . ... . .. 3 .187,254 1,338.804 8,323.065 10,544.386 31,347,827 25.208,419 2,693,542 493,011 3,077,57 1
ncome tax, total 2 .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. . 1,106,171 447,008 2,884.522 3,564,040 10,774 .445 8,832,361 910,621 167,275 1,058,587
Regular tax . .. .. .. .. .. .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. . ... . ... . .. .. .. . 1,059,216 443,001 2,823,782 3,520,799 10 .651 .128 8,568,851 892,692 165,886 1,031,059
Personal holding company tax .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. - - 351 - - - -
Recapture of investment credit . .. .. .. . .. .. .. .. .. .. .. .. .. .. .. 4,905 1,281 5,841 11,845 23,335 20,363 6,077. 335 3 .999
Alternative minimum tax . .. .. .. .. . ... . .. __ . . ... . .. .. .. .. .. .. .. 37,973 1,153 42,939 18,967 60,795 206,925 7,437 19 .826
Environmental tax . .. .. .. . ... . ... . .. .. .. .. .. .. _ .. .. .. .. .. .. .. .. .. . 4,042 1,272 11,436 12,029 39,145 36,222 2,563 534 3,61 7

Foreign tax credit . .. .. .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. . .. .. ... . .. .. .. . *40,541 10,236 356,326 360,423 3,069,341 4,565,965 261,581 6,484 207,872
U.S . possessiom tax credit . .. .. .. . ... . ... . .. .. . ... . .. .. ... . .. .. .. 295 2.181 8,455 1,100.562 38,357 7,548 9,881 2,029
Orphan drug credit .. .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. . 7,586 - - - -
Nonconwntional source fuel credit .. .. . ... . .. .. .. .. .. .. .. .. .. . .11 - 191 4,799 21,607 45 -
General business credit ~7 2

'0
6 753 198:0 58 07: 473 25 2!8 232 !9 11 4,241P

rior year minimum tax credit
1 r

: . 2
:2F,7

2
: 21 . 11 : 6 : : Of 5 :65. 31 :9 2 0,

Footnotes at end of table. Sea text for "Explaretion of Terms" and "Description of the Sample and Limitations of the Data ."
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Corporation Returns/1988

RETURNS WITH NET INCOM E
Table 5-13alance Sheets, Income Statements, and Selected Other Items by, Size of Total Assets-Continued
[All figures are estimates based on samples-money amounts are in thousands of dollars and size of total assets are in whole dollars ]

Item

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

Total assets .. . . . . .. . . . . . .. . . . . ..... . . .... . . .... . . . .... . . . . . .. . . . . . .... . . ....
Cash .. .. . .. .. .. . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .. ..
Notes and accounts receivable .. . ... . ... . ... . .. .. .. .. .. . ... . ... . .. .. .. .. .. ..

Less; Alloance for bad debts . ... . ... . .. .. .. .. .. .. .. . .. .. .. . .. .. .. .. .. ..
Inventories . ... . .. .. .. . .. .. .. .. .. .. .. . ... . ... . ... . .. .. .. .. .. .. .. .. .. . .. .. ... . ..
Investments in Government obligations . .. .. .. .. . .. .. .. .. .. .. . .. .. . ... . .
Other current assets . ... . ... . ... . .. .. .. .. .. .. .. .. .. .. .. ... . .. .. .. .. . .. . .. .. .. .. .. .
Loans to stockholders . . .. .. .. .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. . ... .. .. . .. .. .. .
Mortgage and real estate loans . . .. .. .. .. .. .. . ... . .. .. .. .. ..
Other investments . .. .. .. .. .. .. .. . ... . ... . .. .. .. .. .. .. .. .. .. . ... . .. .. .. .. .. .. . ... . ...
Depreciable assets .. . .. .. .. .. .. . ... .. .. . ... . .. .. .. .. .. .. .. .. .. . .. .. ... . __
Less : Accumulated depreciation .. .. .. . ... . ... . .. .. .. .. .. .. .. .. .. . .. .. .. ..

Depletable asset . .. .. .. .. .. .. .. .. .. . ... . ... . .. .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. _
Less : Accumulated depletion . .. .. . .. .. . .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .

Land. . ... . .. .. .. .. .. .. .. .. .. . ... .. .. . ... . .. .. .. .. .. .. .. .. . ... . . __ .. .. .. .. .. .. .. .. . .. .. .. .
Intangible assets (amortizable) . .. .. .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. . .. .. .. .. .. .I,

: Accumulated amortization . . ... . .. .. .. .. .. .. .. .. .
Other assets . ... . .. .. .. .. .. .. .. .. .. .. . ... . .. . .. .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .

Total liabilities . . . . .... . . . .... . . .. . .. . . .. .. . . . . .. . . . . . .. . . . . . ... . . . . . ... . . . . .

Accounts payable . .. .. .. .. .. .. .. .. . .. .. ... . . .. .. .. .. .. .. .. .. .. .. . . .. .. .. .. .. .. .
Mortgages. notes, and bonds payable in less than one year .
Other current liabilities . . .. .. .. .. .. .. .. .. .. .. .. .. .. . ... .. .. .. .. .. .. .. .. .. . .. .. .. ..
Loans from stockholders . .. .. .. .. .. .. .. .. .. .. . ... . ... . .. .. .. .. .. .. .. .. .. . .. .. .. ..
Mortgages, notes, and bonds payable in one year or more . .
Other liabilities . .. .. .. .. .. .. .. .. . ... . .. .. ... . .. .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. . .. .. .. .

Capital stock . .. .. .. .. .. . ... . ... . ... . .. .. .. .. .. __ .. . ... . .. .. .. .. .. .. .. .. .. . .. .. .. .
Paid-in or capital surplus .. .. .. .. .. .. .. .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. . .. .. .. ..
Retained earnings, appropriated _ . .. .. .. .. .. .. .. .. .. .. .. . .. .. . ... . ...
Retained earnings, unappropriated . .. .. .. .. .. .. .. .. .. . ... . ... . .. .. . ..
Other retained earnings, 1120S .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. . .. .. .. .. .. ..Lew

: Cost of treasury stock .. .. .. .. .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. . .. .t

Total receipts . . ... . . . . . ... . . . ... . . . . ... . . . ... . . . . . .. . . . . . .. . . . . ..... . . . . .. . .

Business receipts .. .. .. .. .. .. . ... . .. .. ... . .. .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. . .. .. .. .
Interest

.. . .. .. . .. .. . .. . . * . . . . .. .. .. . **"******* . . .. .. .. .. . . .Interest on Government obligations :
State and local . .. .. .. .. .. . .. .. .. .. . ... . ... . ... . .. .. .. .. .. .. . ... . .. .. .. .. .. .. .. . ...

Rent". .. . . . . .. . .. .. .. .. . .. .. .. .
. .. ... . .. .. .. .. .. .. .. .. .. .. . . .. .. .. .. .. .. . .. .. ..

Royalties . .. .. .. .. .. .. . ... .. .. . ... . .. .. ... . .. .. .. .. .. .. .. .. .. . ... . .. .. . .. .. .. . .. .. _
Net short-term capital gain reduced by net long-term capital

10 .. .. .. .. ... . .. .. . . . .. .. . .. .. .. . .
.. .. .. . ... . .. .. .. .. .. .. .. .. .. . ... . ... . . .. . ... . ..

Net long-term capital gain reduced by net short-term capital
loss_ .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .

Net gain . noncapital assets. . .. .. .. .. .. .. .. .. . ... . ... . .. .. .. .. .. .. .. . ... . .. .. .. .
Dividends received from domestic corporations . . .. .. . .. .. .. .
Dividends received from foreign corporations . .. . ... .. .. . .. .. .
Other receipts .. .. .. .. .. . ... .. .. . ... . .. .. ... . .. .. .. .. .. .. .. .. .. . ... . .. .. .. .. . ... . .. ..

Total deductions ... . . . . . .. . . . . .. . . . . . .. . . . . .. . . . . . .. . . . . ..... . . .. .. . . . . . ...

Ccist of sales and operations . .. ... . .. .. .. .. .. .. .. .. .. .. . .. .. . .. .. .. .. . .. .. .. .
Corripensation of officers .. .. .. .. .. .. .. .. .. .. . ... . ... . .. .. .. .. . ... .. .. . .. .. .. .. ..
Repairs

.. .. - . ... . .. .. . .. .. . .. .. .. .. .. ..
. _ . .. .

. . .
.

.
. ..

Bad debts . .. .. . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . ... . ... . .. .. .. .. .. .. .. .. .. . .. .. .. .
Rent paid on business property . . .. .. .. .. .. . I .. .. .. .. . .. - . .. .. .. .. . ... . ...

Ta~ paid . .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . ... . ... . .. .. .. .. .. .. .. ..
Interest paid .. .. .. .. .. .. .. .. .. .. .. .. .. . . ... . ... . .. .. .. .. .. .. .. .. .. . .. .. .. .
Contributions or gifts .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . .. .. .... _
Amortization .. .. .. .. .. . .. .. ... . .. .. .. .. .. .. .. .. .. .. .. .. .. . ... .. .. .. .. .. .. .. .. .. . .. .. .. .
Depreciation. . .. .. .. .. .. .. . ... . .. .. .. .. .. .. . .. .. .. .. .. .. . ... . ... . .. .. .. .. .. ..

Depletion .. .. .. .. .. .. .. .. . .. ... . .. .. .. .. . ... .. .. . ... . ... . .. .. .. .. .. .. .. .. .. .. .. . .. .. .. .. ..
Advertising . .. .. .. . .. .. .. .. .. .. .. .. .. .. . . .. .. .. .. .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. ..
Pension, profit-sharing . stock bonus, and annuity plans
Employee benefit programs . . .. .. .. .. .. .. .. .. .. .. .. .. .. . ... . .. .. .. .. . ... . .. .. ..
Net loss, noricapital assets .. . ... .. .. . ... . .. .. .. . .. .. .. .. .. . .. .. ... . .. .. . .. .. ..
Other deductions .. .. . ... . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. . .. .. .. ..

Total receipts law total deductions . .. .. .. .. .. .. . ... . .. .. .. .. .. .. . .. .. ..
Constructive taxable income from related foreign corporations .
Net income .. .. .. .. .. .. .. .. .. . ... .. .. . ... . .. .. ... . .. .. .. .. .. .. . ... . .. .. .. .. .. .. .. .. .. . .. .. ..
income subject to tax . .. .. .. .. .. .. .. . ... . ... . .. .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. ..
income tax, total .. . ... . .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. . ... . ... .. .. .. .. .. .. .. .. .. . .. .. ..
Regular tax .. .. .. .. .. .. .. . ... .. .. . ... . .. .. ... . .. .. .. .. .. .. .. . _ _ .. .. .. . .. .. ..
Personal holding company tax __ .. .. . ... . ... . .. .. .. .. .. .. .. . .. . .. .. .. .
Recapture of investment credit .. .. .. .. .. .. . ... . ... . .. .. .. .. .. .. .. .. .. . .. .. .. .
Aftemative minimum tax . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . .. . ... . .. .. .. .. ..
Environmental tax . .. .. .. .. .. .. .. .. . ... .. .. . ... . ... . ... . ... . .. .. . . .. . .. .. ..

Foreign tax credit .. .. .. .. . ... .. .. . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . ..
U.S . possessions tax credit .. . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . .. .. .. .. ..
Orphan drug credit . .. .. . ... . .. .. ... . .. .. .. .. .. .. .. .. . ... . ... . ... . .. .. .. .. .. .. .. . ... . ..
Nonconventional source fuel credit . .. .. .. .. . ... . ... . .. .. .. .. .. .. .. .. .. . .. .. ..
General business credit ... . .. .. .. .. .. .. .. .. .. .. . ... . ... . .. .. .. .. .. .. .. .. .. .. .. . .. .. ..
Prior year minimum tax credit .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . ... .. .. . .. .. .. .. .

$1 .000,000under
$5,000,000

(7)
165,544

341,364,107
37,677,697
85,579,16 1

1,158,317
81,254 .188
2,570,611

17 .593,235
4,742 .101
3 .247,761

20,196 .947
149 .630,070
85,367,855

819,681
451,468

13,Q07.751
3910.844
1 :439.869
8,751,567

341,364,107

56,725,662
49,427,191
30,308 .928
12,127,023
4a.817,031
10.673,649
18,916,622
14,849,298

945,133
70,260,744
37,288,635

8,975,81 0

847,792,986

824,894 .929
3,657 .185

92,066
3,234,085

279,743

118,11 0

1 .672,632
1 .403,596

351,082
23,612

12,065,94 4

814,657,552

600,594,73 1
28,208,543
3,873,958
2,053,893

10,542,083

15,157,043
9,550,108

213,189
446,820

14,129,239

118,903
6,159,779
3,351 .166
4,304,943

194,493
115,758,661

33,135,434

33,074,354
15,474,565
4.717,887
4,609,600

8,12 3
13,637
83,967

1,065

32,503
27,103

-

138,210
15,690

$5,000,000$1 under
01000,000

(8)
24,134

166,659,703
14,813,056
42,418,374

814,895
37,648 .577
3,059,486
9,545,646
1 .682,938
1,694,042

14,410,258
66,614,004
35,071,351

546,356
190,326

4,772,963
2 .049,94 9

744,323
4,224,94 9

166,659,703
25,512,263
24,633 .928
20,054,358
3.464,360

23,276,528
6,303,136

8,893,536
9,598,592

283 .374
27,315,517
20,397,527
3.073,41 5

366,197,111W

354,738,025
2,001,71 0

84,880
1 .410,326

87,648

64,428

1,015,542
597.798
215,67 3

26,694
5,955,16 5

350,054,537

267,883,104
8,467,808
1,350,495

745,830
3,642,589

5,751,101
4,434,883

99,494
223,977

5,850,954

61,212
3,132,938
1,189,859
1,985,676

65 .735
45,168,880

16 .143,351
10,839

16,062,572
7,447,968
2,543,827
2,491,83 7

6,397
43,253
1,000

20,651
28,761

-

'862
61,945
16.232

$10.000,000
underS25 .000,000
(9)
16,01 7

260,416,194
20 .544,175
67,691,537

1,216.133
42,976,709
15,183,330
13,691,116

1,279,283
5,061,431

26,805.666
84,400,881
41,834,92 7

989.346
417.976

5,969,984
3,401,099

884,305
6,774 .978

250,416,194
30,870,891
27,817,401
52,724 .694

3,061,229
34,045,378
10,953,123
13,086,070
20 .140,747

407,228
36,761,443
24,325,356
3,777 .364

407,241,566

388 .587,944
5,754.73 5

260.036
1,782,639

203,748

93,993

1,472,675
964,750
324,174
150,158

7,646,71 4

385,597,181

289.673,374
7,374,"7
1,640,622

901,994
4,230,222

6,698,742
7,253,221

137,962
357,645

7,412,805

132,330
3,269,553
1,276,643
2 .490,77 3

81,162
52,665,686

21,644,386
83,863

21,464,665
10 .703,52 7
3,710,778
3,619,978

1,142
11,059
70,403
5 .267

81 .185
115,361

-

92,557
9,467

Size of total assets-A00ritinued .
$25,000.000

under
$50,000 .000

(10)
7,190

256,131,542
18 .026,795
75,777,461

1,632 .180
28 .488,655
25,768 .157
13,152,167

905,493
14 .246,756
32 .013,479
63 .573.144
29,347,43 6
1,472,191

778,232
4,243,697
3,667,82 2

796.706
7,350.27 7

256,131,542
21,064,511
19,996,157
90,791,507

1,863 .227
28,252,302
11,599,441

13,161,043
26,531,409

704,824
33,524,378
11,502,085
2 .859 .343

267,843,257

248,075,493
9,506,880

448,679
1,314.54 3

307.052

117,34 9

1,395,504
620,071
396,849
123,47 4

5,537.363

251,332,377

181 .912 .71 6
3,804,162
1,053,370

785 .71 1
2,530,433

4 .440,994
8,415,386

132,798
327 .901

~,419 .021

128 .229
2,508,102

870 .595
1,876,660

108,224
37,018,074

16,510.880
138.220

16,200,376
10,002,488

3,491,068
3,397,49 7

-1 .311
8,185

75,445
7,434

95,200
198 .622

-
* 1,050
76,052
12,688

$50 .000,000
under

$100.000,000
(11 )

5,0113

382,738,201
23,093.856

112,144,37 1
2 .372,040

29 .759,741
43,493,096
18,391,46 6

940,907
32,491,692
60,860,634
80,336,980
36,110,71 2

1,378 .205
427,017

4,544,590
5.352 .132

936,248
9,794,548

382,736,201
23,501 .003
23 .196,601

161 .503,091
2,270,068

39,845,255
18 .646,553
22,784,072
46,708,228

1,450,692
44,042,396

8,736,121
9 .947.87 9

272,551,557

242,653,71 0
17,136.70 5

762.100
1 .611,85 7

489,575

154,554

1,311,804
942 .513
326 .071
745,744

6,416,923

252,731,997

170,565 .309
3,291,380
1,220,310

928 .51 8
3 .079,219

4,779,039
13,689,699

164,095
414,850

6,324,01 5
162,750

3 .533,730
1,073,068
2,121,122

114.468
41,270,426

19,819,560
'395,846

19,453 .082
12,5118085
4.373,912
4,259,368

58 1
14 .358
83 .306
12 .799

347,201
294,530

-
1,012

89,223
9,740

* Estimate should be used *t1ft caution because of the small number of sample returns on whch 4 is based .
N0`rE : Detail may not add to total because of rounding . See text for " Explanation of Terms~' and, Description of the Sample and Limitations of the Data.

$100.000,000
under

$250,ODD.ODO
(12)

3,692

"5,111,470
30 .832,504

159 .341,248
3,879.875

40,769,946
63,550,380
27,174,276
3,417,177

82,603,805
123,876,276
123,139,918
49,800,751

2,665,61 7
712,649

6.710,456
11,452.011
1,830,907

25,802,037

645,111,470
31 .416,855
30 .485,608

260 .863 .223
5,406 .004

62,6114 .106
45,370,473
43,949,474

104,223,557
2 .042,054

69 .291,098
5 .516 .278

16,137 .260

413,094,255

362,133,90 5
30,255,43 0

1,277,377
2,635,185

799,62 7

340,14 7

2.353,182
1,114,63 1

727,133
892,277

10,565,36 1

381,231,219

252.039,936
3.875 .723
2,217,205
1,276,816
4,675,805

8 .551,187
22,203 .906

270,737
708,763

10,727,733
353,666

5 .064,211
1,790,553
3 .950.055

316,265
63,208,660

31,863,03 5
727,511

31,309.095
20,904,37 7

7,320,334
7,109,205

408
15,371

162,991
25,234

487 .055
374,385

-
651

171,457
21,265

$250 000,000
moreof

(13)
3,756

10,962,226,427
440,244,563

2,838 .312 .738
63,288 .520

343,522,850
714,235,505
560,858,724
30,331,84 9

1,115 .870,372
2,726,952,833
2,291 .358,400

908,360,969
89,389.844
35,434,998
53,482,073

177,087,912
40,651,091

628,314,340

10,962,226,427
592.731,824
891 .397 .41 3

3,394,470,065
77,767,665

1,375,857,317
1,701,266,940

1,020,917,599
1,447 .318 .531

61 .753 .829
1,100 .686 .739

3,412,190
705,353,685

4,565,095,679

3.716 .098,65 2
530,420,495

17,761,958
56,616,378
19,386,27 9

3.790,340

35.876,624
20,146,238
10,327,751
38,843,069

115,827,896

4,216,928,570

2,357,698,825
22,048,920
54,122,399
27,039 .672
60,094,211

108 .415 .238
402,802,229

3 .487,219
8,454,608

185,809,659
6 .183.437

54 .857.114
22 .984,966
54,862,783

3,586,571
844,480.719

348,167,109
31,687 .387

362.090.560
281,869,865

98,838,430
95,875,234

2,763
389,622

2,144 .055
422,476

25,669,733
1,239,943

8,053
45,349

4,706,695
374,637

49
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RETURNS OF ACTIVE CORPORATIONS
Table 6-Selected Balance Sheet, Income Statement, and Tax Items, by Industrial Division, by Size of Total Assets-Continued
[All figures are estimates based on samples-money amounts are in thousands of dollars and size of total assets are in whole dollars]

Size of tow saws
Total returns

Industrial division, itafn of active $1 $10DADO $250,000 Ilism.000 $1,000.ODO $5 .000,000 $10,000,000 $25.000,000 $50,000,000 $100 .ODO,000 11250.000.000
corporations Zero Under under under under under under under under under underassets

$100,000 $250,000 $500,000 $1,000,000 $5.000.000 $10,000,000 $25,000 .000 $50.000.000 $100,000,0DO $250 .000,000 "lore

(1) (2) (3) (4) (5) (6) (8) (9) (10) (11) (12) (13)

Mining
Number of returns . .. .. .. .. .. .. .. .. __ .. . ... . ... . ... . ... . ... . ... . ... . ... . ... . ... 41,080 2,904 20,951 5,462 4,362 3,266 2,792 462 432 168 115 87 79
Total assets ... . ... . ... . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. 225,639,336 - 658,114 808,532 1,600,200 2,313035 5,880152 3,290,689 6.464 .783 5,965,955 9,871,728 22,611,586 166.174,561"..

and accounts receivable. net .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 21,604,025 - 107,333 223 .246 318,112 392 :438 882:217 490,755 920 .939 871,492 1,230,074 3,538,352 12,629,069
Inventories . ... . ... . ... . ... . ... . ... . .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. 7,213,538 - * 10.671 * 26,701 92,397 56,002 134,725 97,219 280 .208 247,636 412,261 1,376,653 4,479.066
Cash . Government obligations and other current assets 14,324,921 - 172,430 102,751 334,953 514,197 1,228,285 722,982 1,158 .606 974,551 1,210,402 1,834,203 6.071,561
Other investments and loans .. . ... . ... . ... .. .. . ... . ... . ... . ... . .. 93,779.490 - 91,345 117,161 121,104 297,584, 830,402 503 .775 1,025,421 716,186 2,184,098 4,567,073 83,325,341
Depreciable assets .. .. .. .. .. .. .. .. .. .. .. . ... ... . ... . ... . ... . ... . ... . ... . ... . ... 99,346.831 - 830,663 929 .084 1,797,035 2,149,554 3,579,229 2,325,554 3,884,787 3,154,400 6,110,885 9 .516 .653 65,068,986

Less: Accumulated depredation .. .. .. .. .. .. .. .. .. .. .. .. 49,763.974 - 642,634 685,188 1,338 .316 1,616,993 2,192,221 1,660,365 2,433,606 1 .823 .528 3,706,202 4,810,697 28,954,223
Other capital assets less reserves . .. .. .. .. .. .. _ .. .. .. .. .. .. .. .. .. .. .. .. 26,968,474 - 47.948 77,414 176,257 363 .363 1,061 .864 606,293 1,348,620 1,355,764 1,922,812 3,193,851 16,814,287
Accounts and notes payable .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 25,634,632 - 721,383 314,231 736,997 562,335 1,489,565 497,097 1,100,364 1,113,335 1,666,348 1,974.016 15,458,961
Other current liabilities. . ... . ... . ... . ... . ... . ... . ... . .. . ... . ... . .. .. .. .. .. .. .. 12,346,231 - 50.732 98,753 121,282 213,691 466,394 319,984 497,464 450,892 652,927 2,419.499 7,054,613
Mortgages, notes, and bonds payable in one year or more . 48,719,957 - 303,631 215,729 342,001 515,042 1,482,768 378,814 1,845,542 1,345,748 2,596,842 3,599.472 36,094 .368
Net ~vorth .. . ... . ... .. .. . ... . ... . ... . .. . .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. 11 1,829,193 - -1,058,120 -16,316 13,724 675,546 1 .504 .775 1,475,610 2,293,418 2,424,243 3,7B3,239 8,307,303 92.425,771
Total receipts. . ... . ... . ... . ... . .. .. ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 100.426,996 2,016.467 1,883,627 1,528,573 2 .837,794 2,969,670 5.300 .644 2,694,887 4 .579,613 4,072,824 6,154,169 14,494,392 51,894 .338
Business receipts .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 87.350,933 1,679,093 1,735,684 1,383,872 2,659,872 2,744,858 4 .683 .673 2,255.665 4,072,525 3,438,868 5,359 .591 13,059,827 44 .277,406
Cost of sales and operations .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 54,573,351 718,211 578,587 388,286 1,175,763 1,366 .922 2,641,208 1,362,815 2,608.742 2,252,659 3,802,320 9 .582.310 28,095 .527
Taxes paid .. .. .. .. .. .. .. .. .. .. .. .. . ... .. .. . ... . ... . ... . ... . ... . ... . ... . ... . ... . .. .. .. 3,045,199 45,023 143.065 63.798 126,102 116,517 204,609 88,681 164,659 126,167 185,054 368,305 1,413,219
Interest paid . .. .. .. .. .. .. . ... .. .. . ... . ... . ... . .. .. ... . .. .. ... . .. .. .. .. .. .. .. .. .. .. .. 5,916,281 115,793 33,923 34,086 45,893 66,404 248 .830 62.866 187,052 192 .808 248,511 623 .252 4,056,864
Depreciation . .. .. .. .. .. .. . ... . ... . ... . ... . .. .. .. .. ... . .. .. ... . .. .. .. .. .. .. .. .. .. .. .. 5,821,802 129,475 82,388 62,041 150,492 145,477 320,196 173,648 313.067 253,051 321.251 552,609 3.318,108
Pension, profit-sharing . stock bonus, and annuity plans 302 .437 3,933 -2,011 '170 4,534 20,129 10,650 17,971 14,328 14,539 25,372 186,779
Employee benefit programs . .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 1,004 .853 18,045 25,878 30,498 40.613 18.004 28,718 31,939 37,528 146,457 591.892 0
Net imome (less deficit) .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. . ... . ... 4,111,855 19,318 -54 .025 -59,170 -16.271 -32,048 -189,663 93,468 -52,698 80 .555 180,176 944.349 3,197 .864
Incorne subject to tax .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 4,680,711 145,660 35.242 69,318 102,567 73,987 181,269 151,056 294,431 375.668 3,183 .51 0
Income tax, total ... . ... . ... . .. .. ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 1,815,670 54,087 8.583 18,592 40,872 30,229 69,849 61 .830 109,636 169,3136 1,241 .028 0Alternative minimum tax ... .. .. . ... . ... . ... .. .. . ... . ... . ... . ... . ... . ... . ... 210,502 3,895 8.850 5,155 6,905 8.856 8.688 37412 129,924
Environmental tax .. .. .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 9,932 271 9 - '93 171 230 574 1:825 6,737

Foreign tax credit . . ... . ... . ... . .. . .. .. .. .. .. .. . . .. .. .. .. .. .. .. 702,989 39,437 - 5 3 (1) 28.357 22.743 608 .706
U .S . possessions tax credit . .. .. .. .. .. .. .. .. .. .. . ... . ... . ... .. .. . ... . ... . ... - - - 690 - - - - -
Orphan drug credit .. . ... . ... . ... . ... . ... . .. .. ... . .. .. ... . .. .. .. .. .. .. .. .. .. .. .. - - - - - -
Noncon"entional source fuel credit .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. ... 776 - '83 520 132 30 -
General business credit. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 37,792 746 'l.433 1,504 1,446 '2 .861 1,326 1 .881 24,732
Prior year m t

.
nimum tax credit ... . ... . ... . ... . .. . ... . .. .. ... 1,258 - - - - - - 9 42 - 692

Construction
Number of returns .. .. .. .. . ... .. .. .. .. . ... . ... . ... . ... . ... . ... . ... . ... . ... . .. 381 .499 17,303 197,591 63,422 40,135 28,406 28,989 3 .429 1,579 375 166 64 40 00
Total assets; ... . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. . 241,395,405 - 6,344,221 10,419,374 14,258,574 20,261,514 59 .502 .756 23.546,433 23,014,999 12 .831,983 12,271,288 9,442.181 49,502,082 CD
Notes and accounts receivable, net . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 64,150,067 - 926,376 2,476,962 3,502,635 5 .410,647 18,286,182 7,299 .674 7 .238,123 3 .868.BD3 3,424,654 3,065,522 8,650 .490
rln"ntones . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. . 32,417,281 - 419,796 1,006,032 2,239,721 3,365.260 10,523,038 4,151 .483 3,452,321 1,648,850 1,537,500 971,492 3,101 .788
.ash, Government obligations and other current assets 52,126.068 - 1.868,918 2,486,548 3,445,634 4,984,593 13,744,432 5.693 .922 5,669 .736 3,192,855 2 .594,899 1,860,476 6,384,055
Other investments and loans. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 36,750,553 - 698,238 993,625 1,142,498 1,467,200 3,920,834 1,554,153 1,913,198 1,145,917 1 .480,391 1,204,433 21,230,068
Depreciable assets . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . .. 85,869.629 - 6,629,292 7,396.748 8,256,829 9,723,817 22,472,467 7.438,562 7,597,950 4,578,493 3,710,413 2,322,116 5,742,94 3

Less : Accumulated depreciation .. .. .. .. .. .. .. .. .. . ... . .. . ... . ... . ... 49,779,429 - 4,601,537 4.688 .249 5,266,085 6,069.645 13,188,946 4,408,891 4,258 .891 2,510,307 1,845,455 974 .129 1,967,295
Other capital assets less reserves . .. . ... .. .. .. .. .. .. . ... .. .. . ... .. .. . ... 8,891,862 - 178,624 390 .829 547,953 981,464 2.059,812 914,080 796,735 500,464 507,388 575 .772 1,438,737
Accounts and notes payable . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 75,180.902 - 2,791,787 3,158,184 4,545.920 6,736,967 21 .572 .824 8,3a3,OO6 7,998 .542 4,495,553 3 .514 .510 2,972,860 9,010,753
Other current liabilities .. . ... . ... . .. . ... . ... . ... . .. .. ... . .. .. ... . ... . ... . ... . .. 36,046,001 - 621,429 1 .053,922 1,503,977 2 .339.538 9,494,342 4,409,174 4.337 .723 2,139,419 2,278,987 1,423 .329 6,244.159
Mortgages, notes, and bonds payable in one year or more. 42,867.024 - 1,544,296 1,573,689 2,047 .592 2.776,295 7,416,067 2,716,618 3.003,699 1,481,340 2 .398.790 2,127,268 15,781 .371
Net vorth. .. .. .. .. .. .. .. .. .. . .. .. .. . ... . ... . ... . .. . ... . ... . ... . ... . ... . ... . ... . ... . . 62,524.744 - -567,233 3,444,471 4,792,626 6 .615,492 15.839,179 6,139,280 5,407,799 3 .584,427 3,065,677 1 .953 .175 12 .239.853
Total receipts .. .. .. .. .. .. .. .. .. .. .. . ... . ... . ... . ... . ... . .. .. ... . .. .. ... . .. .. ... . .. .. . 499,690,338 8,089,011 46 .249,491 41,281,258 39,978,574 50,662,014 130,779,046 47,058,166 43,008,169 21,849,858 17 .950,196 14,794 .167 37 .990.387
Business re~ceipls . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. . 485,711,849 7,663.052 45,827,439 40,812,814 39.523,981 50,041,644 128.490 .490 46,062,662 41,826,302 21 .175,798 17,213,415 14,204,512 32,869.739
Cost of sales and operations . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 375,920,136 4,350,496 28 .738.244 27,161,071 28.439 .617 37,368,381 102,861,608 38,486,799 35,761,881 18,278.621 14 .942,271 12,900 .710 26 .630,436
Taxes paid . .. .. .. .. .. . .. .. .. .. .. .. . ... .. .. . ... . .. . ... . ... . ... . ... ... . ... . ... . ... . . 9,426,363 116.989 1,355,460 1,179,464 999,881 1,201,120 2,321 .954 717,035 586,196 304,698 203,401 116 .033 324,131
Interest paid . _ .. .. .. .. .. .. . ... . ... . ... . ... . ... . ... . ... . ... . ... . .. .. .. .. .. .. . 6,926,137 93,834 395,150 354,156 413,016 455,116 1,331,203 401 .663 414,633 234,052 300.888 267 .828 2,264,598
Depreciation .. .. .. .. .. .. .. .. .. .. .. . ... . ... . ... . ... . ... . ... . ... . .. _ ... . .. .. ... . ... . . 8,839.673 71,625 865.006 969,421 961,750 1,062,109 2,240,506 647,956 713,373 358,109 296,391 166,046 487,381
Pension, profit-sharing, stock bonus, and annuity plans . . 1,769,828 21,695 126,063 105 .813 132,277 254,886 562,428 145,933 125,618 65,876 46,271 27,246 155.723
Employee benefit progratris . .. .. . ... . ... . ... . ... . ... . ... . ... . ... . ... . ... . .. 2.241,730 12,192 156,334 177,820 259,647 276,654 614,388 213,313 141,333 96,368 55,937 34 .978 202,766
Net imome (less deficit) . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 11,343,920 366,146 375,192 734,304 665,293 644,004 2,926,476 1,480,587 1,310 .102 604,902 471 .030 169,564 1,596,321
Income subject to tax . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. . 8.340.495 194,032 347,483 591 .350 706,498 777,767 1,9138,965 915.691 787,365 482 .680 410,346 209 .457 928,861
Income tax, total . ... . ... . ... . . _ .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 2,497,276 59,381 52,515 100,873 141 .409 179,674 644,431 320 .051 281,926 170,227 144,077 74,049 328.662

Alternative minimum tax . ... .. .. . ... . ... . ... ... . ... . ... . ... . ... . ... . ... . .. 104,329 384 '40 1,836 -2,735 4,781 48,690 10.311 12,909 6,978 3,146 2,323 10,197
Environmental tax . .. .. .. .. .. .. .. .. .. .. .. .. .. .. ... 3,455 - - - - 3 110 287 349 455 342 1 .638

Foreign tax credit .. . ... . ... . ... . ... . .. .. .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. 92.380 2,541 - *2.528 1 830 20 85.472
U.S. possessions tax credit . .. .. .. .. .. .. . _ . .. .. .. .. .. .. .. .. .. .. .. ... _ 1,279 - - 1,279 - - - -
Orphan drug credit .. .. .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. . .. .. .. .. .. ... - - -
Nonconventional source fuel credit . .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. 7 - - - - - - 7 - - - -
General business credit .. .. .. .. .. .. .. .. .. .. .. .. .. .. . _ .. .. .. .. .. .. .. .. .. .. _ 95,097 *7,212 2,083 6.826 6,168 5,391 18,050 4,796 7,540 6,184 751 1,686 28.408
Prior year minimum tax credit .. . ... . ... . .. .. ... . ... . ... . ... . .. .. ... . ... . .. 33,983 4 207 10,903 1 12,706 1 4,530 1 1,773 1 607 1 812 1 1.696

Footnotes at end of table. See text for "Explanation of Tems" and "Description of the Sample and Limitations of the Dais ."



RETURNS OF ACTIVE CORPORATION S

Table 6-Selected Balance Sheet, Income Statement, and Tax Items, by Industrial Division, k* Size of Total Assets-Continued
[All figures are estimates based on samples-money amounts are in thousands of dollars and size of total assets are in whole dollars]

Size Of total ease"
Total returns

Industrial division. item of active Zero $1 $100.000 $250.000 $500,000 $1,000.000 $5.000,000 $10,000,000 $25 .000 .000 S50,000.1300 $100,000.000 sm.000.000
corporations assets Under under under .1under under .1 under under under under under or

$100.000 MD.= W01000 .000 .1300 $5 .000.000 0,000,000 $25.000 .000 $50 .DOO,000 $10D,000.000 SM,000.000 more

(2) (3) (4)_ (5) (6) (7) (8) (9) (10) (11) (12) (13)

Manufacturing
Number of returns . . ... . ... . ... . ... . ... . .. .. .. .. ... . .. .. .. .. .. .. . . .. .. .. .. .. 299,538 16,193 107,078 50,369 34,177 31,048 41,963 8.054 5.648 2,057 I,OB3 868 1 .001
Total assets .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .L .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 3.390,433.557 - 3,814,647 8,415,381 12,428,010 22,051,854 91 .695.507 56.209 .466 87,982,502 72,596,410 76 .611 .356 139,738.027 2,818 .890 .397
Notes and accounts receivable, net .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 750.676,283 - 722,129 2,100,912 3,426,525 6,112,157 25 .001 .924 13,991 .969 21,427,033 16.345.965 16,293,218 29 .071 .757 616.182,693
Inventories . .. .. .. .. .. .. .. .. .. .. .. .. .. .. :. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 354,494,099 - 544,398 1,443,859 2.261 .9% 4868125 22,776.959 14,177,602 21,845.246 16.243.517 16,008,323 25,741 .775 228.582,298
Cash. Government obligatims and other current assets 300,055,839 - 788,587 1,700,473 2,126 .771 3 :412:621 12,098,452 6,859,421 10,278.603 8,088,613 9.243 .629 14,376,909 231 .081,762
Other investments and loans . .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 807,389,530 - 347,122 515,660 693,760 1,143.969 4,293.102 3,234,714 5,350.917 5.769.663 7,083,559 15,799,460 763,157,606
Depreciable assels .~

.
. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 1,433,079.873 - 3.655 .115 6,467 .924 10,190,112 15,099,428 54 .752.742 32,207,642 46,227,028 35.946,300 35.313,100 63,530,618 1,129.689 .664

Less : Accumulated depreciation . ... . ... . ... .. .. . ... .. .. .. .. .. .. .. .. .. 692,798,506 - 2,501 .176 4,341 .317 6,853,653 9,706,059 32,251,992 17,609,699 23,219 .177 16.702.329 15.645,113 27,727,942 S36.240,048
Other capital assets less reserves . .. .. .. .. .. .. .. .. .. .. .. .. .. .. 217,969,025 - 116.282 178,352 270,409 579,671 2,831,092 1,924,468 3 .416,948 3,810,944 4.680,375 10 .028 .889 190,131 .597
Accounts and notes payable . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 668,559.039 - 1,260,958 2,209.027 3,286,952 6,372,806 27,205,977 16,052 .909 23,653,132 16.707,223 15.265 .564 23,753,661 532,790,829
Other current liabilities . .. .. .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. . .. .. .. ... . 326,025,872 - 362,247 933,144 1,152,665 1,730,732 8,977,227 5,330,419 7,867 .458 6 .532,415 6,912 .194 14,417,431 271 .809.941
Mortgages, notes, and bonds payable in ope year or more . 727,540,706 - 1,078,868 1,641,643 2,697,270 3,980,080 15,236,515 9,813,800 16.205,159 15,881 .743 16,591,660 34,689,634 609.724,334
Net worth ... . ... . ... . ... . ... . ... . ... . ... . ... . ... . ... . ... . .. .. .. .. ... . ... . ... . ... . ... . . 1,253,269,531 - ~1,168,622 2,349,108 3,731 .049 7,975,336 33,688,451 22,362,655 35.776,143 29,098,719 32.789 .523 56 .043,332 1,030,623,1135
Total receipts,~ . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 3,348,965,911 41,864,371 18,793,197 26,859,802 31 .743 .709 53 .431,345 201 .951,W5 108,737,867 159.781,395 114 .767,940 108.310 .669 174,596,487 2 .308.128.095
Business receipts ... .. .. .. .. . ... . ... . ... . ... . ... . ... . ... . ... . ... . ... . ... . ... . ... . 3,118,059,530 38,230.623 18,317,487 26,557.028 31,298 .354 52,539,410 198,304,682 106,509,877 156,308 .962 111,544,821 104,659,201 167 .697,722 2 .106.091,361
Cost of sales and operations . . ... . ... . ... . ... . ... . ... . ... . ... . ... . ... .. .. .. 2.117,827,704 27,922,927 10,193,155 15,737,444 19,528,323 35,249,730 141 .924,332 77,415,951 115,583,120 82 .164,153 74.745 .334 115,720,741 1,401 .642,494
Taxes paid .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 78,378,766 756,298 561 .832 804.659 927,540 1,341,721 4 .314,339 . ? .064,770 2,775,576 1 .999,895 1,929,948 3.425,718 57.476,472
Interest paid . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . __ 113,699,987 1,198,690 193,686 289.083 449,187 692,917 2.995 .510 1,789,626 2.681,453 2 .389.972 2,363 .B40 4 .540,691 94 .115,332
Depreciation . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 120,038.466 915,908 411,470 669,811 1,030,869 1 .434.445 4,765,748 2,542,194 3,719,688 2 .917,211 3,084,278 5.469,050 93,077,794
Pension. profit-sharing, stock bonus, and annuity plans 17.868,770 242,289 41,692 87,990 157,906 285,619 895,984 434 .514 627,619 438.350 462,171 974,594 13,220,040
Employee benefit programs .. .. .. .. .. . ... . ... . ... . ... . ... . ... .. .. . ... . ... . . 47.008 .397 435,839 94,645 161,529 255,185 397 .949 1,523,050 893 .407 1,373,630 1,109,603 1,231 .687 2.360,777 37,171 .095 0
Net income (less deficit) .. .. .. .. . ... .. .. . ... .. .. . ... . ... . ... . ... . ... .. .. .. .. .. 205,083,651 2,327,328 -386,139 221,980 200.498 685,136 4,008,124 2,891,801 5,179,589 4 .390,817 5,312.306 8,810,784 171 .441,427.
InconIe subject to tax .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 197,348,499 2,393,991 221,290 494,999 580.426 936,450 3,937,731 2,323.655 4,284 .642 3,999,342 4,708,842 8,890,138 164,576,993
Income tax, total .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 68,661,707 828,324 40,873 90 .246 112,746 216,341 1,240 .460 796.443 1,482,172 1,398,178 1 .633.712 3,081 .112 57,741 .100 0

Alternat~ minimum tax . . ... . ... . ... . ... . ... . ... . ... . ... . ... . ... . ... .. .. .. 1,469,116 14,384 244 1,340 14,098 12,020 18,878 25,463 24 .8aS 43,984 1,313.396 2
Environmental tax .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 255.764 2,691 9 8 60 205 1,693 3,487 4 .492 10 .305 232.81 5

Foreign tax credit .. .. .. .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. 21,860,251 225,614 2.020 (1) 3,659 1,896. 56.962 47.741 73.953 331,742 21 .116.664
2,219,079, 36,537 5 338 1,324 22,916 26.028 110 .521 1 a3,488 288.928 372,362 1 .176.632U.S . possessions tax credit .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .

Orphan drug credit . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 8.053 - - - - - .8.053 C
Nonconventional .sWrce fuel credit .. .. .. .. .. .. .. .. .. .. .. . . . .. .. .. .. .. 27,701 '20 9 - 321 27.076 .91
General business credit. .. .. . ... . ... . ... . ... . ... . ... . ... . ... . ... . ... . ... . ... .. 2.486.886 6,083 -2,912 6,346 7,219 10 .754 49,351 27,552 37,658 35.670 38,210 94,684 2 .170,44 5
Prior year minimum tax credit .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. ... 153,853 '169 - - - .3,322 725 1 1,276 3,343 2.735 1 8,228 133,224

L
Transportation and Public Utilities (a

Number of returns . .. .. . ... . ... . ... . I L. . ... . ... . ... . ... . ... . ... . ... . ... . ... . . 149,248 7 .282 75,103 26,348 14,923 11,560 10,469 1,573 920 343 195 171 341 co
Total assets .. .. .. .. .. .: .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. 1,411,201,395 - 2,703,619 4,231,462 5,294.657 8,091,7~18 21,249,714 10,844,066 13,677,451 18,723.592 13,436.117 28,646,682 1,284,302,298 OD
Notes and accounts receivable, .. .. .. .. .. .. .. .. .. .. .. .. . _ 132,796,944 - 358.702 745,911 1,036.365 1,696,261 4,426,673 2 .W6.342 2,430,135 3 .926,503 1,902,606 3.347,707 110 .889.708
Inventories . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 29,452,644 - 33.686 54,605 118,173 189 .457 480,657 312,568 346,537 438,878 279,386 611,839 26,586,858
Cash . Government obligations and other current assets, 90,907.731 - 629,744 848 .051 1,070,161 1,436,202 3,495,076 1,698.472 2,134,684 2,651,126 1,473,700 2,279,124 73 .191,391
Other investments and loans .. .. .. .. . ... . ... . ... . ... . ... . ... . ... . ... . ... . .. 228 .538.984 - 201,597 323,449 412,714 479 .053 1 .484,293 712,109 1,090,870 2 .439,128 1,164.432 2.166,492 218,064,848
Depreciable assets . ... . ... . ... . ... . ... . .. .. .. .. .: .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 1,172,232,524 - 3,242,013 4,742,887 6,476,980 8,274,211 19,576,113 9,120,808 10,884 .688 10,036,870 10,019,805 21,699,731 1,068 .15B.41 8

Less : Accumulated depreciation .. .. .. .. .. .. .. .. .. .. .. 378,209,186 - 2,088.680 2.973,308 4,198,319 10.333.382 4,117,474 4,844 .805 4,106 .922 3,898,186 7,756,691 329,078,386

Other capital assets less reserves . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 50.203,002 - 106,922 202,517 194,927 367,087 1 .309.350 612,821 983.940 1,711,683 1,704,465 3,914,522 39,094,769

Accounts and notes payable .. .. .. .. .. .. .. .. .. .. .. .. . ... . ... . ... . ... .. .. .. . 153,203,024 - 791,212 1,()96.865 1,351,625 2,609 .708 6,037 .422 2,649 .a36 3,065.747 4 .313 .172 2,191,894 4,177,589 124,917,953

Other current liabilities .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 116.247,273 - 276,311 334,851 393,077 563,604 1,873.326 788,204 1,207,143 1 .484 .974 1,239,247 2,803.655 105,2a2,881

Mortgages, notes . and bonds payable in one year or more . 428,201,824 - 743,053 1,140,167 1,579,535 2,104,704 6,224,SQ4 3,485,543 4,653.939 6.841 .465 5,217.619 12,079,397 384,131,898

Net worth. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .
.

.. .. .. .. .. .. .. .. .. .. 519,388,496 - -88,665 753,622 1,135,608 1,828,336 4.682,082 2,965 .113 3,160.509 3,032 .245 3 .372,613 5,874,186 492 .672,842

Total receipts.. .. .. .. .. .. .. .. .. .. .. .. .. . ... .. .. .. .. .. .. . ... . ... . ... . ... . ... . ... .. .. .. 838,753,393 6.203,913 14,725,269 16,609,228 15,274 .655 20,095,859 41,760,489 14,652,506 17,486,807 18,029,360 12,463 .737 22 .261,826 639,189,744

Business receipts . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 779 .584,504 5,664,910 14,431,975 16,000,646 14,887,594 19,545,900 40,452,925 14,080 .410 16,567,388 16,103,180 11 .402 .228 20,901 .383 589,545,966

Cost of sales and operations . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 356,253,750 2,935,955 8,251,611 8,999,439 6,181 .092 10,220,026 20,921,913 7,291 .718 7,920.334 8,545,599 5,290 .352 10 .685,679 259,010,033

Taxes paid . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . ... .. 36,934,916 199.796 413,736 478,893 578,175 591,362 1,423,535 562,688 627,071 506,158 396,536 816,431 '30,340 .533

Interest paid .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . ... . ... .. .. .. 50,934,990 284.872 179.942 200,099 266,125 296,922 859,475 395,049 563,129 963 .547 607,055 1,459.045 44,859,730

Depreciation .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . ... .. 81,232,186 311 .658 463,425 695,114 924,055 1 .072,420 2,162,685 972,133 1,140,354 1,022,133 954,055 1,650,159 69 .863.996

Pension, profit-sharing. stock bonus . and annuity plans 5,799,231 36,941 12,185 42,212 52,227 67 .448 148.333 58,892 91,635 69.612 36,102 90.614 5.093,030

Employee benefit programs .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .12,607,271 120,061 39 .329 104.286 141,514 150,868 384,344 145,480 262.029 189,934 153 .994 318,193 10,597,238

Net income Oess deficit) ... . ... . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 46 .943,801 -94,107 -38,498 101 .054 169,996 -26,858 384,159 411 .453 275,371 294,877 35B,205 425.490 " .682 .658

Income subject to tax . .. .. .. .. .. .. .. .. .. .. .. . ... . ... ... . ... . ... . ... . ... . ... . .. 50,627.000 125,656 a3,918 194,612 205,381 218,325 755.135 444,907 478,226 518.953 481,830 1 .082,700 46,037,358

Income tax, total .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. . 17,762 .410 4~,058 12,837 31 .212 43,654 53,181 244,997 153,996 170.305 195,923 174,632 387,185 16,249 .431

Alternative minimum tax . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 458 .112 741 *181 136 '757 -1,969 9.140 3,109 5.608 18,437 8,441 .16,707 392,887

Environmental tax . .. .. .. .. .. .. .. .. .. .. . ... . .. . ... . ... . ... . ... . ... . ... . ... . .. 79,698 38 5 2 8 1 131 228 696 506 1,543 76=

Foreign tax credit . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 419,834 '614 -6,279 - 2,486 1,397 407,844

U .S. Possessions tax credit . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 49,598 28 ISO - - 49 .420

Orphan drug credit .. .. .. .. .. .. .. .. .: .. .. .. .. .. .. .. .. . ... .. .. .. .. .. .. . ... . ... ... - -

Nonconventional source fuel credit ... . .. .. ... . .. .. .. .. .. .. .. .. .. .. ... . . 16,140 87 - - - - - 1 16,051

General business credit . ... . ... . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .: .. .. .. .. .. .. .. 1,792,125 ~203 1,275 3 43 4.218 5,862 10,924 6 .177 5 .345 7,152 7.619 13.561 1.726,347

Prior year minimum tax credit ... . ... . ... . ... . ... . ... . ... . ... . ... . ... . ... . . 55.422 121 1 706 53.308

Footnotes at end of table . Sea text for "Explanation of Terms' and "Description of the Sample and Umitations of the Data ."
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RETURNS OF ACTIVE'CORPORATION S
Table .7-gelected Balance'Sheet, Income Statement, and Tax Items, by Industrial Division, by Size of Business Receipts-Continue d
jAll figures are estimates based on samples-money amounts are in thousands of dollars and size of business receipts are in whole dollars ]

Sizze of business receipts
Total return s

Industrial division, item Of actim $25,000 j50,000 $100,000 $250,000 $500,000 $1,000,000 $2.SW.ODD $5 .OOD .ODO $110,000,0DO $50,000000
corporal 3 Under Under under under under under nder under

or .
$100,0001 $25,000 under under under $2

.500.000 M $1020.000 S50,0D0.000 rn"$50.000 100.000 $250 .000, $500,000 $1,000.000

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13)

Wholesale and Retail Trade
Number of returns . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 984,553 246 .506 121,309 45,037 80.160 159,195 174,600 145 .355 134,322 56 .633 32,797 30,465 4,679
Total a "a .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. . ... . ... . .. .. .. .. ... . .. .. .. . 1,295,819,375 16,653,111 10,013,515 2,332,314 4,307,281 12,854 .162 24 .204 .816 37.257,802 71,901,991 64 .802,870 70,502.850 181,706 .217 815,935 .566

ss'Notes and accounts receivable, net . .. .. .. .. .. .. .. .. .. .. .. .. . 280,679,479 1 .869 .807 1,252,749 215,483 401,575 1,324,258 3,064,450 6,156,786 14,924,345 15,055,216 17,254,208 43,519,085 177,511,324
Im,entofies . . .. .. .. .. .. .. .. .. .. .. . ... . ... . ... . .. .. .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. . 359,148,953 2,113,638 686,791 546,314 8W,533 3,926,374 8,068,009 12,720 .532 24,231,304 24,392,141 26.940.971 71,096.430 185,659,554
Cash, Government obligations and other current assets .. .. 167,904,294 3,378 .738 2,098,898 599.365 660,474 2.208 .631 3 .724 .281 5.470 .474 10,751,996 8,750,014 8,334 .255 18,333,986 106,951,920
Other investments and loans .. . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 139,706,020 3,883 .877 3,161,868 277.613 444,395 787,742 1,590,630 2.389,219 4,629,826 3,622,571 3,152,222 8,940 .095 110,709,839
Depreciable assets .. .

.. . .. . .. .. .. . . . * -*- . .
. . .. .. .. .. .. .. .. .. .. .. . '396,994,053 6,197,998 2,770,882 1,050,710 2,376,406 6.849,002 12,407 .930 18,179,381 30,965,486 22.888 .109 24,524,560 57 .876,120 217,105,466

Less : Accumulated depreciation .. .. .. .. .. .. .. .. .. . ... . ... . .. 177,672,588 2,859 .534 1,217,614 548,088 1,093,832 3,810,992 7,342,071 10,687,578 18,379,383 13.345 .084 13.568.086 28 :551 .581 79.126,279
Other capital assets less reserves : :.. .. .. . ... . ... . ... . ... . ... 59,376,001 1,044,803 677,013 100,160 267.630 716,091 1 .288,488 1 .620,408 2,826,586 2,164,332 2,330,034 6,580,687 40,744,571
Accounts and notes payable .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 451 .993,284 6,094,687 4,594,751 627,137 872,800 2,699,723 6,312.033 10,511,562 23,747.9i8 25,331,406 29,551,572 . 83.254,643 264,489 .741
Other current liabilities .. .. .. .. .. .. .. .. .. .. .. .. ..:. .. .. . ... . ... . ... . ... . ... . ... . 166.848,841 1,712,364 1 .295,150 191,825 225.389 766,348 1,554,608 2,432,529 5,050,288 4 .865 .708 5.081,563 14,624,242 130.761 .191
Mortgages, notes. and bonds payable in one year or more . 248,668,211 5,635,827 3.947,134 515,936 1 .172,757 3,007,031 5,542.517 7,619,281 12,793,785 9,182,995 9,140,886 25,957,582 169,788,307r.,. .. ._

.. . .. . .. .. .. . . *- . .. . .. . .. . . .. . .. .. *
. .. .. .. .. .. . ... . ... 331,968,322 -3,172 .611 -3,711,078 229,754 308,713 2,605,410 4,518,431 10,966,965 23,456,033 20,582 .149 22.537.581 49,598,380 200,875,985

Total receipts
.. -- - . .. .. .. .. .. * -- . ... - . ... . ..

. 2.977,982 .750 10,550,372 2,386,233 2,000,368 6,163,771 27,200,886 64 .753,944 105,264,127 213,578,204 201 .196 .467 232,671,467 609,745 .780 1,513,021 .5D4
Business receipts . ... . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 2,891 .336,187 8,163,047 641,459 1,667,650 5,853,738 26,404,815 63 .318,515 103,119,105 209 .857,425 197,896,062 228,894,029 598,155,739 1,455,527 .451
Cost of sales and operations . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 2,230,936,367 4,290 .839 406,169 881,146 3,003,524 14,146,041 36,707,051 65,749,623 143,843,791 146,003 .056 178,9a4,223 487,400,839 1,153,810 .902
Taxes paid . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . .. . ... . ... . ... . .. .. .. .. .. .. .. .. .. .. .. . 42,096,648 392,975 121,760 72,050 199,165 888,568 1,942,488 2,544,215 4,318,099 3.315 .582 3,146.425 7 .092 .349 18,455 .946
Interest paid _ .. .. .. .. .. .. .. .. .. . ... . ... . ... . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 53.360,602 511,077, 331,334 47,582 132,161 412,105 925.067 1,265 .482 2,334,796 2.083,941 2,296,114 6,634,311 36,897 .7 10
Depreciation .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . ... . ... . .. .. .. .. .. .. .. . 41,021 .984 574,565 240,090 87,179 247,295 674,427 1,294,767 1,882,181 3,125.359 2.412 .135 2,651 .621 6.277 .541 22,129 .388
Pension, profit-sharing, stock bonus, and annuity plans . 7,062,823 32,393 18,994 56,125 175,884 256,821 642,021 607,810 606,609 1 .086,834 3,698,327
Emplo;ee benefit programs . .. .. .. .. .. .. .. .. .. .. .. .. .. . .. . ... . ... . ... . ... . 13,019 :492 39,565 6,236 7.076 26,253 82 .654 172.778 353,965 769,878 758,894 891,389 2,408,095 7,542,273 0
Net income Oess deficit) . .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. . ... . ... . ... . ... . ... . 42,844 883 -1,271,681 -716,819 -145,952 -408,910 -309,552 -204,686 728,346 2,301,582 2,443,292 3,091,098 8,015 .413 28,051,073
Income subject to tax .. .. .. .. .. .. .. .. .. .. .. .. . ... . ... . ... . ... _ .. . - 44,054,669 342 .107 178,378 58,339 105,389 329,783 711,898 1,333,497 2 .583.603 2,208,446 2,537,814 5,308,650 28,698,87 1
Income tax . total . .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 14,116,720 84,817 53 .964 12,859 17,994 57,015 115,551 236,424 536.680 580,955 755,940 1,781,639 9,967,698 0

Alternative minimum tax .. . ... . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . _ 150.620 * 546 702 2,082 3 .858 3.074 24,026 115,894
Environmental tax . .. .. .. .. .. .. .. .. .. . .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 40,059 1 .359 1,354 -4 -2 17 92 1,051 36,842

Foreign tax credit . ... . .. .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. ... 1.038355 '2,658 '26 15,887 1,004,329
U.S. possessions tax credit . ... . .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. 25:266 - 235 330 1,818 3,147 19~736
Orphan drug credit .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. _ . .. .. .. .. .. .. .. .. .. .. .. .. ... - - - - - - CNonconventional source fuel credit . . ... . ... . .. .. .. .. .. .. .. .. .. .. .. .. ... 1,061 - - - - 24 3
General business credit .. .. .. .. .. .. .. .. .. . ... . ... . ... . .. .. .. .. .. .. .. .. .. .. .. .. 303,185 1,967 700 '920 3,981 3,511 7,467 17,752 10,527 14,702 32,033 211,246
Prior year minimum tax credit . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 15,759 '2,481 1,624 - - - 0) .r -2 579 1 .944 10,250

Finance, 'Insurance, and Real Estate 2

Number of returns .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . ... . ... . ... . 572,416 359,012 245,178 53.248 60,587 81,9~0 52.157 31 .233 22,615 10,103 5,947 6.694 2,667
,Total assets .. . ... . ... . ... ... . .... . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 9,411,647,140 96,546,482 65,304,532 11 .960,650 19,281,300 33,014,526 42 .971 .619 56,259,041 144,031,394 205,079,220 303.681,179 963,873.155 7,566,090,524 CID
Notes and accounts receivable, net . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 2,651,210,249 4,614,753 2,387,093 637,873 1,589,787 3.257,045 5,417,984 8,841,087 36,569.769 65,051,732 94,295,313 233,788 .049 2,199,374,51 8
Inventories . . . ... . ... . ... . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 34,886,177 3,211,568 2,255,763 *236.536 719,269 842,227 894 .533 1,535,170 2,537,871 1,706,501 1,656,122 5 .583.297 16 .918,888
Cash, Government obligations and other current assets 2,081,675,558 15,605,407 9 .068,581 3,005.376 3,531,450 6,614,716 8 .392 .565 12,795,696 39,217 .603 60,155,014 81 .755,402 224,313,496 1,632,825,658
Other investments and loans. .. .. .. .. .. . .. . ... . ... . ... . ... . ... . ... . ... . .. . 3,891 .408,380 25,387,304 17,193,831 2,994 .296 5,199,177 9,334,781 13,370,363 17,107,768 41,924,030 59,910,418 106.439,900 443,103,126 3,174,830,690
Depreciable ~ts .. .. .. .. .. .. .. .. .. .. . ... . ... . ... . ... . ... . ... . .. .. ... . .. .. 327,758,686 34,262,366 23,035,834 4,662,505 6,564,027 12,408,143 14,388,613 15,258,440 19,799,837 15,602,359 15,243 .051 39,006.004 161 .789,87 3

Less : Accumulated depreciation . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 103,482.292 9,639,775 5,563,131 1,550.438 2,526,207 4 .654 .186 5 .128.336 5.281 .936 6,270,586 4,951,810. 4,720,224 11,483,959 51,351,480
Other capital assets less reserves ... . ... . ... . ... . . .. .. .. .. .. . .. .. .. .. . 97,766,272 18,473 .692 13,175,549 1,572,613 3,725,529 4 .038,675 4,305,156 3,905 .868 5,542,304 3,799,586 3,617,243 9,882,105 44,201,644
Accounts and notes payable . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 957,864,577 .11,727 .377 7,288,619 2,189,222 2,249,536 4.470,451 6 .190.884 7.692 .576 13,282,823 12,823,994 16,281,716 56 .900.053 828.494,703
.Other current liabilities .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . ... . ... . ... . ... . ... . 4,371,146,939 4,507 .869 2,844,435 511,698 1,151,736 2,312,595 3 .909,059 11,160,553 60,422,147 118 .809,745 184.292.239 517,095,838 3.468.636,894
Mortgages, notes, and bonds payable in one year or more . 678,904,915 34,883 .013 26,208,832 3,007,602 5,666,579 8,733,278 10,653,990 11,731,037 19,776,798 15,948 .367 16,421 .014 W884.961 503.872 .457
Net %wrth : .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. . ... . ... . ... . ... 1 .779.467,329 26,535,125 15,272,486 4,372,099 6 .890.540 12.305,783 14,943,251 20.049 .534 42,392,933 50,552,480 76,709,316 286,768,859 1,249,210,048
Total receipts .. .. .. .. .. .. . _ .. .. .. .. . ... .. .. . ... . ... . ... . ... . ... . ... . .. .. .. .. .. .. .. . 1,714,352,381 7,594,694 1,313,548 1,923,254 4,357,892 13,265,798 18,480,175 21,842,200 35,774,746 36,354,602 41,564,411 140,054,526 1,399,421,229
Susinetu; receipts . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 860,415,865 4,294,160 694 .746 1,112,582 2,586,832 10,245,635 14,503,972 16,719,097 23,167,722 19,086,617 15,503.051 56,388,745 700,5135 .866
Cost of asters and operations. .. .. .. .. .. .. .. .. .. .. .. .. .. . _ _ .. . ... .. .. 501,018 .140 815,078 100,752 145,698 568,628 1,484,631 3,236.956 4,256,610 8,341,909 8,010,527 7,000,068 30,967,576 436,904,785
Texas paid . .. .. .. .. .. .. .. .. .. . ... . ... . ... . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 29,160,155 689.363 230,388 157,073 301,902 615,738 757 .972 912,658 1,171,142 920.777 902,819 2 .630.303 20.559,382
Interest paid .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. ... . ... . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. . 415,952,696 1,342 .843 575,363 253,990 513,490 972,534 1 .276,782 1,830,958 5,264,7D4 8,410,174 12,828,492 39,760,080 344,266 .130
Depreciation .. .. .. .. .. .. .. .. .. .. .. .. . ... . ... . ... . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 35,414,823 697,458 204,819 196,009 296,631 651,528 764,261 837,208 1,098.439 950 .338 1,025,441 2,922,980 26,467,171
Pension, profit-sharing, stock bonus. and annuity plans 5.959,152 27.678 7,679 '628 19,371 92,793 204.596 175,385 241,921 172 .085 165,083 501,917 4,377,694
Employee benefit programs ... . ... . ... . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 10,311,534 52 .551 14,554 13,634 24,363 80,355 181,679 154 .425 221.554 297,041 294 .580 991 .745 8,037,604
Net income (less deficit) . .. .. .. .. . ... . ... . ... . .. . ... . .. .. .. .. .. .. .. .. .. .. .. .. 91,892,954 2,605,358 -2,523,031 -105,678 23,351 187,716 186,558 525,953 892,174 1,493.750 2,938,425 14 .796.457 73,477 .280
Income subject to tax . .. .. .. .. .. - .. .. .. .. .. .. . ... . ... . ... . .. .. .. .. ... . ... . 69,926,973 838,744 211,898 195,951 430,894 652,289 731,178 898,953 1,375.058 1,639,610 2,114,914 6,836,136 44,840,090
Income tax, total .. . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. . 20,899,804 154 .987 48,740 32,387 73,860 130,801 178.898 249,405' 439,781 560,652 742,724 2,410.094 16,D32,462

Alternative minimum tax . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 802,069 2 .184 1,365 121 1,235 1,388 7,305 14,425 19,382 1 9 .a33 71,8B3 664 .434
Environments] tax . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . ... . ... . ... . ... . ... . ... . . 84,694 64 64 - 0 42 97 200 412 5.236 78,633

Foreign tax credit I . . .. .. .. .. .. .. .. .. .. .. .. . 2,352,338 12 .150 -11,951 '178 95 1 1.783 2,081 .564 994 83,818 2,250833
* . .. .. . .. .. .. .. . -- - -

I
U .S. possessions tax credil . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 5,726 24 0) 5 19 2 .395 801 547 2 :957
Orphan drug credit .. .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. ..:. .. .. .. .. .. . ... . .... - - - - - - - - - -
Nonconventional source fuel credit . . r. . ... . ... . ... . .. ... _ 3,311 - - - '40 - 62 3,095
General business credit .. .. .. .. .. .. .. .. .. .. .. .. .. . ... . ... . ... . ... . ... . ... . ... . 485,208 1,399 192 -962 2,241 2,569 4,515 3,328 6,722 7 .084 20.457 436.894
Prior yeay~ minimum tax credit . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . ... . ... .. .. 194,673 *13 .8 1 104 1 2.258 2 .597 1 2.998 9,296 1 177,354

Footnotes at end of table . See text for "Explanation of Terms' and "Description of the Sample and Limitations of the Data ."
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Corporation Returns/1988

RETURNS OF ACTIVE CORPORATIONS, CONSOLIDATED RETURNS

Table 11-Balance Sheets, Income Statements, Tax, and Selected Other Items, by Selected Industrial Divisions
[All figures are estimates based on samples-money amounts are in thousands of dollars)

Selected industrial division s

All
Wholesale and Finance .

Rom
Ind

Transportation raw] trade Insurance . So ii
dM= Mining Constniction Manufacturing and

trill"11.1c 2 Wholesale Retail
and real

stateTotal
trade Veda

e

(2) (3) (4) (6) M (8) (9) (10) (11)

Rotuma of acti" corponations,
consolidated rellums :

Number of returna, total . . . . ..... . . . . 74,247 950 1,551 3,979 12,T?3 3,827 18,908 81658 10,200 211,445 10,733

Total assou . . . . ... . . . . ... . . .... . . . . ... . . . . 13,100,235,720 12,527,118 199,339,029 85.759,657 3,034,681,929 1,311,234 .583 793,953,147 336,469,610 457,041,422 7,327,928,943 334,360,390

.Cash 554,834,793 717,995 4,321,367 5 .048,662 63,060,772 21,891,202 24,332,116 10.911,419 13,393,141 422001490
::

13.415397
:... . .. .. .. .. .. . ... . ... . ... . .. .. ... . .. .. .. .. . .

Notes and accounts receivable .. .. . 3,498,608,891 1 .746.407 18,184,453 21,191,319 677,289.409 123.157,565 170,693,095 77,793,678 92,743.746 2 . 421 853 077 64,458 023

Less: Allovvance for bad debts 87 .587,199 22,133 274,855 172,490 11,811,129 3.561,676 3,979,705 1 .826,173 2,028,354 64
.
734

.
461 3.030 .161

Inventories .. .. .. .. .. .. .. .. .. .. .. .. .. . 524 .140,114 2 .148,344 6,477 .212 6 .826,687 277,250,151 27,387,041 171,885,585 89.359,487 82,388,588 20 , 503. 718 11 .626,104

Investments in Government
obligations . .. . ... . ... . ... . ... . ... . .. .. .. .. 789,003,403 * 59,128 858,847 1,117,296 27,079,184 8,108,576 25,869,241 12,702,460 13,166,780 723,806,141 2,104,98:

. .. .. .. .. . .. .. .. .Other current assets 704,108,439 581 .085 4,496,615 7,081,249 162,709.291 48,479.377 55,513,568 31,825,383 23,647.077 403,667,479 21,569,87
.. .. .

. .Loans to stockholders 44 492 .404 163,195 4,415,700 327,938 23,572.647 1 .832.306 5,758,825 2,167,638 3,589,956 7,333,250 1 .088 .448
.. .. .. .. . ... . .. .. .

Mortgage and real estate loans
,

1,328,701 .245 76 .410 565,571 8,410,725 32,810.746 8,645,123 13,129,476 3,237,753 9,691,723 1,263,176.870 1,886,324

Other investments 743 298,4992 1 .683,200 84,474,433 16,491 .530 720,973.406 212,184,395 95,034,561 36.102,583 58,884,417 1,544 .621 .689 67,829,545
.. .. .. .. .. .. .. .. .. . .. .. _

Depreciable assets .. .. .. .. .. .. . ... . .. .. .. .

,,
2,967,586,299 6625,995 81,687 .774 19,523 .254 1,239,457.008 1,079,574.189 216,694 .506 69,135,547 147,381,386

-
197,692,298 126,272,123

Lew: Accumulated depreciation . 1, 172 .220,047 3 :389,098 38,660,820 9,794,957 5B9,279,826 340,481,233 79,913,634 28,807,576 51,042,369
192 087

64,700,724
897 7743

45,976,094
238158

Depletable assets .. .. .. .. .. .. .. . .. .. .. .. .. . 115,021,963 476,956 26,742,748 247,905 75,469,176 6,949 .992 1,079,174 887 .098 ,
31 395

, ,
387 071

.
72964

Law: Accumulated depletion . . 46,963,367 154,204 11,391,185 37,753 30,979,490
1593230

3,491,61 2
3879 004

457,323
17 815 260

425.928
4 415 391

,
13 381 941

.
23,959,112

,
7.245,42 1

Land . .. .. .. .. .. . ... . ... . ... . ... . .. .. .. .. ..
Intangible assets (amortizable) . .. . ...

94,174,76 6
294,234 .304

1 .185,050
75,856

2,581,73 5
5,561,341

1,995,03 1
969,320

, ,3
167,393,188

,,
37,711,144

, ,
26,387,637

, ,
10,482,210

, ,
15,904,589 34746409

: :
21381 .642

~
Lew: Accumulated amortization . 56,411,931 11,241 1,539,146 234,797 37,813082 4499502

: :
295780 1
706856 7: :

1 122636
1 9631 186: :

834765
741287431 : :

3415 06 1
395553232

293,78E4
03248 689

Other assets. .. .. .. .. .. .. .. . .. .. .. .. .. . .. .. .. . - 805,213,145 564 .172 10 .637,238 6,768,737 207 .377322 83433087 5
, .

.,

Total liabilities . . . . . .. . . . ... . . . . . .. . . . . ... 13,100,235,720 12,527,118 199,339,029 85,759,657 3,034,881,929 1,311,234,583 793,953,147 336,469,510 457,041,422 7,327,928,943 334,360,390

Accounts payable . .. .. .. .. .. .. .. .. .. .. . .. .. 764.920,581 899,469 11,205,960 11,943,510 270,531 .959 62,884,005 111,973.274 47 .593,229 64,310,428 252.683 .114 22 .779,08 C

Mortgages notes and bonds
payable m fiessfilhan one year 1,076,013,033 1,665.957 9,291,586 9,417,326 311,465,931 51,979,108 139,045.783 79,473,625 59,433,485 512,253,491 40,839,99(

. .. .. . ...Other current liabilities 4,562.937,978 1,065,484 10,623,170 12 .194,815 292,876,540 107,096,934 128,936,005 63,056,083 65,587,369 3,971,651,088 38,487 .35t
.. . ... . .. .

Loans from stockholders ... . .. .. .. .. . .. . 125,993,126 329,336 5 .575,931 850,820 66,719,654 6.276,828 9,623,397 4,419,736 5,183,962 32.228,982 4,378,79C

Mortgages, notes, and bonds
payable in one year or more 1,856,920,865 2,746,429 43,341,692 22,469,047 666,054,662 387,933,959 174,063,289 48,515,957 125,510,775 453927763

: :
10628692(

::
Other liabilities

. .. .. .. . .. . . .
1,992,071 .631 994,808 17,113,777 8,129,239 323,758,697 175,423.916 43,324 .835 1 7,240,768 26,052.612

1
. 385 111 117 213 01 (38

.. .. .. .. .. .. .. .. .. .. . ... . .. ..Capital stock . 430,440,213 958 .201 7,611,944 2 .566,715 121,492,388 154,047.937 31,034 .968 17.617,583 13 .412,090 98,033,879 14,673,643
. .. .

Paid-in or capital surplus . .. .. .. .. . 1,224,565,588 1,926,937 84 .501,209 13,584,175 471,597,707 199,177.410 70,302,889 25,934341 44,289,165 323,192,563 57,083 .51 1
1

Retained earnings, appropriated 66,686,648 367 52,371 40,051 18,017,488 2,761,140 565,272
124 07494

144 :973
719 39635

420,299
634 10158

45,068,102
476 302266

181,85 ,
660,36-.1 6

Retained earnings, unappropriated 1,125,701,600 2,160,305 12.252,686 6,068,520 573,892.257 154,216,676
10 563 331

,.
9 040 639

. ,
246 1813

.,
5 792 863

, .
697 46012

.
5.224,13~

Lew : Cost of treasury stock .. .. .. .. .. . 126,015,541 220,176 2,231,297 1 .504,560 84,525,354 , , , , , , , , , .

Tartal recelpts . . . .. . . . . . .. . . . . .. . . . . . .... . . 6,423,029,090 119,949,482 76,946,153 112,627,626 2,682,767,821 694,282,667 1,317,171,350 636,690,858 679,182,959 1,265,330,405 253,463,14 1

Business receipts . .. .. .. .. .. .. .. . ... . .. .. .. . 5,405,997,228 19,003 .842 66.372,544 104,675,628 2.466,168,465 641,182,529 1,257,649 .056 611 .964 .645 644 .518,583 628,015.57 9
32 7249

222.473,25,
62 ~8 64 5

nterest .. .. . .. .. .. .. .. .. .. . .. .. .. .. . .. .. .. .. .. .. 601,197,350 188,217 2,869,403 2,496,607 53,955 .466 13,505,872 20.275,130 9,996,764 10,265,825 499, . , .
~
nterest on Government obligations:

.State and local 20,133,467 3,145 44,325 37,827 1,010,884 293,152 1,104,061 87,769 1,015,194 17,417 .546 222,52 1
.. .. .. .. .. .. .. .. . . ..

. .. .. . ...Rents 76,438,382 62,773 323 .417 940,522 29,741,542 7,688 .313 7,715.552 2.795,300 4,912 .202 24,480,327 5,484,62 1
. . .. .. .. .. .. .. .. .. .. .. .. .. .. . ... . .. .

Royaltie . .. . ... . ... . .. .. .. .. . .. .. .. .. .. .. .. . .. . 22,688,637 20.390 191 .438 33 .582 17,478,061 347,201 1,484 .660 514,866 969,265 344,547 2,7118,75 1

Net short-term Capital gain reduced
by net long-term capital low 3,421,184 13,391 48,742 12,804 612,092 160 .738 121,054 72.319 48,736 2,384,171 68.19 :

Net long-term Capital gain reducedby
net short-term capital low 48,561,113 155,906 1,542,695 817,550 15,728,185 8,658,569 4 .388,196 1,363,619 2.984,029 15.515 .889 1,754,0 2

Net gain, noncapital assets . .. .. .. .. . . 29,164,998 73,241 1,183,754 556,554 11,079 .578 6,593 .734 2,429,755 824,959 1 .604,686 5,170,617 2 .077.7 0

Dividends received from domestic
7 249 083 976572 907 6953 39 4906 594 188 206,500 385,709 6,060,530 318,2 9

corporations .. .. .. .. .. .. .. .. .. .. .. .. .. . .. .. 12,624,535 15,37 , , , , , ,

Dividends received from foreign
. .. .. .. .. .. .. .. .. .. . .. ..corporations 41 .867,258 *36,091 593,849 294 .095 35,152,385 1,638,852 1,728,790 1,273,050 455,740 1,717,647 705.54

.. .. .. .
Other receipts . .. .. .. .. .. .. .. .. .. .. .. .. . .. .. .. 160 .934,939 377,089 3,526 .903 2,189,482 47,933,466 13,307,314 19,680,907 7,591,068 12,021,889 64.974,224 8,944,59

'Tbts! decluctiorts . . . ... . . . ... . . . . . .. . . . . . 6,145,175,477 19,390,718 73,461,605 109,876.042 2,528,648,706 649,025,033 1,294,833,577 627,914,641 665,635,378 11,220,246,365 249,184,63

Cost of sales and operations 3,521,834 .785 14 .884 .560 43,902,711 85,598,391 1,661,570,966 284,824,689 969,439,797 529,548,376 438,819,921 365,154,724
70 776

96,060,48
054044

Com pensation of officers . .. .. .. .. . 48 .097,913 179,323 506,987 1,410.919 13 .470,187 2,693,976 6.354,282 3,300,268 3,041,722
3

19,0 ,
39 14 277

,,
822 034

R pairs .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. 65,663,306 137,188 593,327 340,976 26 .790,811 26,374,458 5114,018 1 .666,686 3,442,39 . . ,,
4951 9

. ... . .. .. .. ...2d debts 47,579,695 43219 225,967 489,351 5,985,414 3,640 .602 3:364 .347 1 .144,050 2,206,330 31,310.763 ,2.
. .. .. .. .. .. .. .. .. .

Rent paid on business property 93,721,069 1 20 :805 1,077 .486 795,462 26,068,765 18,039,983 21,954 .444 4,057,718 17,881,393 17,525,983 8,135 .85

Tax:es paid .. .. .. .. .. .. .. .. . .. .. .. .. .. .. 146,816 .816 315,743 2,116,439 1 .362,036 64,231,087 32,214,204 17,616,477 5,211,180 12 .393,363 21,710,161 7,245,76

.. .. .. .. ..Interest paid 536,659 .556 431 .820 5,147,484 3.417,623 103,459,066 46,366,983 37,131,727 15.459,580 21,653,602 325,094,663 15,569,43
. .. .. .. .. . ... . ... . ... _

C ntributions or gifts .. .. .. .. .. .. . .. .. .. .. .

o

4 .136,243 11869 48935 69896 2291,745 501,112 457 .919 160,747 296,933 654,353 113 .86

.onization .. . ... . ... . ... __ . .. .. .. .. .. .. .. ..A 16 .277,455 5 :996
:

237777 72 :782 6 :335,284 2,623,46 1
748 86371

1,644,552
310 22022

561,538
601 7897

1,082,277
45714 697

2,900,57 7
.29 007,009

2,456,1 1
16,384,05

Depreciation . . .. .. .. .. .. .. .. .. .. .. .. .. .. . .. 249.140,590 581,914 4,426 .688 1,658,391 10301631 0
: :

, ,
7 956

, ,
94 185

,,
62 212

,,
72923

.
144 278 11,63

Depleti n .. .. .. . ... . .. .. ... . .. .. .. .. .. .. .. 7,938,808 7,589 1,847 .18 5
04 1105

43,771
239 305

079 4565
02446 980

18 .
998 9773

,
72218 926

,
4 930,357

,
13,985,401

,
6,723,414 3,863 .30

Advertising .. .. . ... . .. .. ... . .. .. .. .. .. .. .. .. .. . . 78,988.515 105.280 , , ,, , , ,, ,

Pension, profit-sharing, stock
and annuity plansbonus 664 .57 930 34,654 256,446 350 .603 14,964,729 5,358 .439 3,407,269 1,133,591 2,271,767 4,759,717 1,532.60

,
Employee benefit programs .. . .. .. .. ..

,
74,072,559 148,645 776,419 520,838 41,537,133 11,418,588 7,377,775 2,301,494

7 1
5,071,723

412 554
8.781,199

0705551
3 .507,8 7

8 91 309
Net less, noncepi I awe s

tta
11,025,22 6

36 21 212 558
35,54 2

346 57 22
626.24 5

91 411 579
72,883

81 543 213
1,598,601

174407 224
1,118,283

459137 383
712,693

178,935,393
297, 5

50,477,301
,

128,354,813
,

377 :580,287
,.

84 .035.3 5
. .. .. .. .. .... . ... . ..Other cleduction s

Total receipts less total deductions

,, ,

277,853,613

,,
558,743

. ,

3,484,547

, ,

2,751,584

,,
154,119,115

,,
45,257,634 22,337,773 8,776,217 13,547,481 45.084,039 4,298.50

Constructive taxable income from
related foreign corporations . .. .. .. .. .. 33,664,921 19.719 506,950 81,456 27,082,273 1,037.773 1,560,122 1,179,406 380,715 2.854,687 521 .94

Net income (law deficit) . .. .. .. . .. .. .. .. .. .. 291,385.067 575.318 3,947,172 2.795,213 180,190,504 46,002.255 22,793,834 9,867,855 12,912,002 30,521,180 4597,92
:

Incom subject to tax . . 314,940.691 715,678 3,916,151 2,762,662 176.471,721 47,729.152 27,756,927 11,553,986 16,195,123 45,735 .279
9 090

a52,249
83 489

fincom: tax, total .. . .. .. .. .. .. .. .. .. .. .. .. .. . .. .. 110,948,388 250,000 1,550,645 969,139 61,891,683 16,855,180 9,602,424 3,981 .520 5,618,279 16,33 ,
15 510 257

,.
793 337

Regular . . .. .. .. .. .. .. .. .. .. .. . .. .. .. .. . 106,993,009 239,672 1,339,518 930.668 60,015,903 16,221 .635 9 .397,057 3,90~066 5,485,383
-

, , ,,

Personal holding Company tax 6,268 - 3,234 63 -1,71 0
04 31

468
12 686

1,24 2
35 738

942
43 965 442 1

Recapture of investment credit 483,638 653 13,420
216

2,774
64432

220,92 7
403 32 11

129 .41 2
425 605

.5
118360

,
45,856

,
72,487

.
710,013

.
117 .87

Alternative minimum tax. .. .. .. .. .. . .. .. .
l

3 .005,069
460 404

8,91 9
757

188,
1749

,
0533

,,
248 299

,
78,265 34 :254 13,443 20,811 . 73,913 12 .6

tax .. .. .. .. .. .. .. .. .. .. . ... . .Environmenta
Foreign tax credit . . ... . ... . ... . .. .. .. .. .. .. .. ..

,
26,754,907 *20,984

,
664,268

.
89,770

,
21,744,195 411,727 1 .012,913 699 .277 313,637 2,270,106 540, 9

U.S . possessions tax credit . . .. .. .. .. .. .. . 33,594 1 .279 32.118 150 - - - -
-

4

Orphan drup credit . .. ... . .. .. .. .. .. .. .. . ... . .
Nonconventional source fuel credit

8,053
48 495

-
-7

053
2770 18:

-
16,140

-
1 3,19 7

. ..
General business credit .. .. .. .. .. . .. .. .. .. .

,
5,115,990 8,208 33 .112 51,555 2,344,186 1,748,123 220 .354 73,805 146,549 450,48 1

7 402
25997

10 :3
Prior year minimum tax credit .. .. .. .. .. . 411,314 , *635 8,334 , 146,659 , 55 .014 , 9 .710 , 5,642 , 4,068 9., 1

Estimate should be used Ath caution because of the sniall number of sample returns on vhich it is based .
~ncfiudes ::Nature of business not allocable" which is not shown separately .

2 ncludes Wholesale and retail trade not allocable" which is not shown separately.
3 Less than $500 per return .
NOTE : Detail may not add to total because of rounding . See text for "Explanation of Terms!' and "Description of the Sample and Limitations of the Data ."
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RETURNS OF ACTIVE CORPORATION S
Table 13-Tax Items: Number of Returns by Selected Types of Tax, Dividend Items, Net Income or Deficit, Statutory Special Deductions, Income
Subject to Tax, Income Tax, Credits, and Payments, by Selected Industrial Divisions
[All figures are estimates based on samples-money amounts are in thousands of dollars)

Selected industrial divisions;

All Wholesale and retail trad e
ftsm

Indu" Finance.
divisions

Mining Construction Manufacturing and Insurance, services
I=

Tw 2 Wholesale Retail and real estate
I

trade trade

0) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11)

Number of Returns With Income TAx

Number of returns with-
Income tax, total .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . ... . ... .. .. .. .. .. .. .. .. .. .. .. .. .. 1,010,031 32,588 7,027 115,280 102.580 35,624 302,977 115,540 186,927 164,628 245.664

Regular tax before credits . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 981,267 31,574 5910 111,700 97.858 34,162 295,684 112,974 182,206 160,272 240,446

Recapture of investment credit .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. ... . ... . ... . .. 48,354 2,401 1 :073 4,371 7,780 3,086 14,499 6,090 8.406 4.9M 10.203

Total income tax afte-
Foreign tax, U S. pos~essions tax, nonconventional

source fuel, orphan drug. general business and
prior year minimum tax credits. .. .. .. .. .. .. .. .. .. .. .. .. .. . ... .. .. .. .. .. .. .. .. .. .. .. .. . 963,498 30,002 6,924 111,482 95,638 32,811 290,067 112,418 177,139 162,115 230 .974

Returns With arrid Without Not Income

Number of returns . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 3,562,789- 119.902 41 .080 381,499 299 .538 149,248 984,553 315,272 666,330 572,418 995 .425

Dividends received from domestic corporations, torial .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 15,165,056 61,908 309,361 610,123 4,358 .549 936,641 776,982 321,588 451,478 7.604,014 507,449

Less-than-2006owned subject to 70% deduction . .. .. .. .. .. .. .. .. .. .. .. .. ... . ... . .. 9,349,623 38,057 67.666 67,300 1,580,455 555,169 439,043 165,717 272.237 6.333,147 268,773
0

20Wor-more-owmed subject to 80% deduction ... . ... . ... . ... .. .. .. .. .. .. .. .. .. .. .. . 3.774,295 23,619 229,223 25,038 1,902,210 265,663 279,253 127,843 150 .530 945.497 103,792

Certain preferred stock of less-th -20Wowned public Lifilifies '211
'837 '69 767 14,614

0

subject to 41 .176% deduction .. .. .. .
. . .. . .. .. .

.. ..
. .. .

.. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 16,8113 I san '48

Certain preferred stock of 20%-or-more-owned-public 177 763 0
iliti- subject to 47.059% deduction .. . ... . ... . .. .. .. .. .. .. .. .. .. . .. . ... . ... . ... . .. 9.062 4 4 9 '7 44 5

Int'r4agroup dividends qualifying for 100% deduction . .. .. .. ... . ... . ... . ... . ... . ... 945,301

.1

.787 '13 .;116 486:942 15,295 31,975 10.802 21,173 274.843 120.643

Amount received trarn IC-DISC or former DISC . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 397,350 3,136 353,943 1.332 16,565 16,084 2,481 5.051 12.065

Anrwnt received by a small business investmem-company 0

qualifying for 100% deduction .. .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 2,540
- - - - - - - "2,540 - 3

Dividends received from foreign corporations, total . .. .. .. .. .. .. ... . .. .. ... . ... . ... . ... 42,281,099 37,904 594,625 298,261 35,369,305 1,639.115 1.747,518 1,286,929 459,579 1,839,192 755.17 9

7.937 -6 627 '445 -1,104 '631 4964 147 3111
Less-than-20Wo.ned subject to 70% deduction .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. . .: 0
20Wor-more-owned subject to 80% deduction.. . ... . ... . ... . ... . ... . ... . ... . ... .. .. 61,678 - 163 52,169 '1,139 '46 - 1055

Intragroup dividends qualifying for 100% deduction .. . .. .. ... . ... . ... . ... . ... .. . 948.018 '26,329 41 785,685 -3,271 21,893 11,026 '10,868 94,979 7,036
.0

Other foreign dividends .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . ... .. .. .. .. .. . .. . .. .. .. .. .. . 39.159,982 *26,812 545,654 293,705 32,623,888 1,631,273 1,654,808 1,207,243 446,556 1 .708.988 674.852 1

Certain FSC dividends qualifying for 100% deduction . .. .. .. .. .. .. .. .. .. .. .. .. . 2.103,485 2,075 22,015 -3,907 1,906,959 3,392 69,666 68,142
1

524 29,205 66,266

Constructive taxable imme trm related foreign corporations, total 33,977,330 19,719 506,973 81,456 27 .227,430 1,039,074 1,571 .143 1,189 .641 .1:503 2,955,098 576 .437 (A

Includable i a of Controlled Foreign Corporations . .. .. .. .. .. .. .. .. .. .. .. .. .. 13,707,023 1,662 137,591 42,051 9.731,545 623,065 799,506 653,067 146,440 2,179,810 191,792

ncom -LForeign dividerid income resulting from foreign taxes deemed paid 20,270 .307 '18.057 369,382 39.405 17,495,885 416,009 771,637 536,574 235,063 775 .288 384645
(0

Net income Vass deficit) . . ... . ... . .. .. .. .. .. .. ... . ... . ... . .. .. .. .. .. .. .. .. .. .. ... . ... . .. .. ... . ... . .. 412,982,753 1 .615,921 4,111,855 11 .343.920 205,083,651 46,943,801 42,844 .883 22,938,622 19,871,448 91,892,954 9,276:631 cc

Statutory special deductions, total
3 . ... ... . ... . ... . ... . ... . .. .. ... . .. .L ... . ... . ... . ... . ... . ... 117,452,980 832,828 3,201 .098 2,990,298 20,948 .335 7 .193 .391 5,976 .339 3,417,608 2,525,324 72.165,913 4,129,222

OD

Net operating loss deduction .. . ... . ... . ... . ... . ... . ... . ... ... . ... . ... . ... . ... . ... . ... . .. .. .. 51,418,150 776,993 2,915,594 2,577,988 15.113,023 6,496,570 5.323,103 3.111,088 2,179,976 14,532,739 3.666,593

Dividends received deductim .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . . . .. .. ... . ... . ... . ... 12.888 .162 55,835 285 .491 412.310 5,795,551 6~2,395 653.236 306,520 345 .347 4,570,716 462,619

Deduction for dividends paid on certain public utility stock . .. .. .. .. .. .. .. .. . 84,221 . - 13 - 39,760 44,426 - - - 1 2

Income subject to tax .; .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . .. .. .. . 383,201,978 2 .007 .910 4,680,711 8 .340,495 197,348,499 50,627,000 44,054,669 20,004,386 24,010,704 59,926 .973 16.171 .697

Income tax, total . . ... . ... . ... . ... . ... . ... . ... . .. .. ... . ... . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .. ... . ... . ... - 131 .367,397 554,457 1,815,670 2,497,276 68,661 .707 17,762,410 14,116,720 6,457,725 7 .649,162 20,899,804 5,049,797

Regular tax ... .. .. .. .. . ... .. .. .. .. .. .. . ... . ... . ... . ... . ... . ... . ... . ... . ... . ... . .. .. ... . ... . ... .. .. . ... .. . 126,899,211 538,994 1 .577,438 2,381,580 66 .691,829 17,089 .778 13,843,495 6,346,969 7,486,716 19,918,799 4,847,966

Personal holding company tax . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . .. . . 17,729 .'338 3,557 2,448 * 1,538 10,458 * 525

Recapture of investment credit .. .. .. .. .. .. .. .. .. .. .. .. . ... .. .. . ... . ... . ... .. .. .. .. .. .. .. .. .. . 552,398 1,889 1 4,936 7,141 235,587 133,359 72,530 25,711 46,813 47 .812 39J41

Alternative minimum tax .. .. .. .. .. .. .. .. .. . ... .. .. .. .. .. .. . ... . ... . ... . ... . ... .. .. .. .. .. .. .. .. .. .. 3,352,845 12,597 210 .502 104,329 1,469,116 458.112 150,620 63,886 86,717 802,069 145,335

Environmental tax . . .. .. ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. I . .. .. .. .. .. .. .. .. .. .. .. 487,926 854 9 .932 3,456 255,764 79.698 40,059 15 .690 '24,368 84,694 13,470

Branch tax (I 120F) .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 13.935 - .5 '85 312 * 1,320 * 1 .320 - 11,796 * 133

Foreign tax credit . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 27,068,104 *21,042 702,989 92,380 21 .860,251 419,834 1 .038,355 719,780 318,576 2,352.338 580,913

U .S. possessions tax credit .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . . 2,318,021 515 - 1 .279 2,219,079 49,598 25,266 23,319 1,947 5,726 16,174

Orphan drug credit .. .. .. .. .. .. .. .. .. .. . ... .. .. . ... .. .. .. .. .. .. . ... . ... . ... . ... ... .. .. .. .. .. .. .. .. .. .. 8,053 - - - 8,053 - - - - - -

Nonconventional source fuel credit . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. ... . .. .. ... . .. 49,517 - 776 -7 27,701 16.140 -1,061 3,311

General business credit . . ... . ... . ... . ... . .. .. ... . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 5,559,174 31,452 37,792 95,097 2,486.886 1,792,125 303,185 107,305 195,880 485,208 327 .393

Pn
.
or year minimum tax credit .. . ... . ... . ... . ... . ... . ... . ... . .. .. .. .. .. .. .. .. ... . ... . ... . ... . ... . .. 468,767 1,242 1,258 33,983 153 .853 55,422 15,759 7,956 7,803 194,673 12,578

Total income tax after-
Foreign tax, U .S. possessions tax, nonconventional

source fuel, orphan drug, general business an d
prior year minimum tax credits .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 95,895,762 500,206 1,072,854 2,274,530 41,905 .883 15,429 .292 12,733,094 5,599,124 7,124,137 17,858 .548 4.112,219

Estimated tax payments:
1987 overpayment claimed as a credit .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 8,786,207 53,602 101,964 274,413 3,457 .281 1 .054,156 1,305,770 588.240 715,997 1,958,747 579,935

1988 estimated tax payments . . ... .. .. .. .. .. .. .. .. . ... . ... . ... . ... . ... . ... .. .. .. .. .. .. .. .. .. .. 112,872,994 349.029 883,496 1,577,816 36,751,761 13,854,724 9,981,511 4.696,069 5,279,336 16.227,427 3,241,783

Lew : rotund of 19M estimated tax payments . .. .. .. .. .. .. .. .. ... . ... . ... . ... . ... . ... . 2,751 .504 -2,976 18.696 91,324 1,089,832 443 .341 287,646 133,778 153,764 694 .344 123.346

Payments with application for extension of filing time . ... . ... . ... .. .. .. .. .. .. .. .. .. .. 15.461 .653 93,933 200 .667 5W,219 6 .292,689 1,874 .787 2,845,342 939,591 1 .904,430 2,743,263 830,436

Credit for tax paid by regulated investment companies . .. .. .. .. ... . ... . ... . ... . ... 42,489 M '264 3,336 31,313 '828 as 5.702 61

Credit for tax on special fuels; nonhighway gasoline, and lubricating oil 331 .338 39.261 28,511 56,713 77.793 95.884 16,931 10,853 6.076 5.749 10,009

Overpaid windfall profit tax .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. -3 - 2 - . 1 -
e) ell

- - -

Tax due at time of filing ... . ... . ... . ... . ... . ... . ... . ... . ... . .. .. .. .. .. .. .. .. ... . ... . ... . ... .. .. . ... .. .. 4,638,986 109,896 56 .923 464.515 1,062,965 321,805 949,9D5 508,869 437,872 1 .198,152 471,653

Tax overpayment . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. ..
.. .. .. .. ..

.. 13,212,482 . 141 .979 . 178.890 581,363 4,616,422 1,355.835 1 2,062,760 1 1 .002 .165 1 1 .058,457 1 3,380.863 893,!67

Estimate should be used with caution because at the small number of sample returns on which it is based.
Includes "Nature of business not allocabid' which is not shown separately

2 Includes "Wholesale and retail trade not allocabld' which is not shown separately .

3 Includes deduction for dividends paid from Forms 1120-RIC and 11 20-REIT. and Section 857(bX2XE) deduction from Form 1120-REIT not shown separately

4 Less than $500 per return .
NOTE : Detail may riot add to lotal because of rounding. See tiod for "Explanation of Terms" and "Description of the Sample and I-imitations of the Data ."



RETURNS OF ACTIVE CORPORATIONS, OTHER THAN FORMS 1120S, 1120-REIT, AND'112.0-
.
RIC

Table 14-Number of Returns, Selected Income, Tax, Credits, and General Business Credit Items, by Selected Industrial Divisions
(All figures are estimates based on samples-money amounts are in thousands of dollars]

Selected industrial divisions
farm Ind

All A=,e, Tiansportallon Wholesale and retail trade Finance.d= Mining Construction Manufacturing and insurance,and public T& Retail ServicesWholesale and realfishing utilities trade trade estate
(1) (2) (3) (4) (5) (6) (7) (8) -(9) (10)

Returns at actNe corporations odw than
Fortne 1120S, 1120-REIT and 1120-RIC :

Number of returns ... . ... . ... . . . . ... . ... . .. .. .. .. .. .. .. .. .. .. .. .. ... . ... . .. ... 2.299,896 70.141 258,948 205,143 92,465 629 .262 219,485 407 .374 381 .028 621,475Net income

.. .. .. .. .. .. . -- .. .. .. .. .. .. .. .. . * .. .. .. .. . . .. .. .. . * "
445,141 .000 2,835,271 7,817,481 11,301,992 217.802,858 57,656,307 49,904 .916 23 .364 .682 26,467 .989 77,595,130 20,167 .465Income subject to tax .. . ... . .. .. ... . .. .. .. .. .. .. .. .. ... . .. .. .. .. ... . ... . .. .. . 383,099,200 2,007,399 4,680,711 8,329 .170 197.289 .206 50,626,020 44,037,842 19,989 .143 24,009 .120 59,919 .168 16,165,658Income tax before credits :

Total
. .

. .. .. .. .. .. .. .. .. . * .. .. .. .. .. .. .. .. . * . .. . .. .. .. - . .
. .. .. .. .. .. .. .. .. .. .. . 1 31,213,686 550.080 1,812,145 2,485,217 68,631,629 17,755,412 14,072,115 6,426 .239 7,636.048 20,868 .114 5.029.420Regular . .. .. .. .. .. .. .. .. .. .. *. .. .. . ..

. . ... . .. . . ... . ... . .
. 126.815,163 534.694 1 .577,131 2,371,623 66,674,037 17,084,763 13,815.952 6 .325,401 7,480,741 19,913,056 4,834,675Credits

:

Foreign tax credit . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 27,068,104 -21,042 702,989 92380 2; 860 251 419,834 1 .038.355 719,780 318,576 2,352,338 580 .913U.S . possessions tax credit . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. ... 2.318,021 515 - 1:279 :219:079 49.598 25.266 23,319 1 .947 5,726 16,174Nonconventional source fuel credit . . ... . ... . ... ... 49,517 - 776 -7 27.701 16,140 1,061 '242 3,311 5210Orphan drug credit .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 8,053 8.053 - - - - -General business credit ... . ... . ... . ... . ... . ... . ... . ... . ... . ... . ... . ... . . 5.559,172 31,452 37 .792 95,097 2,486,886 1.792,125 303, i85 107,305 195,880 485,206 327 .393Prior year minimum tax credit . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 468,767 1,242 1,258 33,983 153,853 55.422 7,956 7,803 194,673 12,578
General business credit items :

0Tentative general business credit .. .. .. .. .. .. .. .. .. .. .. .. .. 22,944,395 272,802 1 .149 .843 522,532 8,675,371 6,616,808 1 .658,625 685,470 869.812 1,863525 2,270,472Current year regular investment credit . ... . ... . ... . ... . ... . .. 1 .588,122 646 20,022 29,766 391 .842 886,215 63,971 31,696 32.276 126:236 69,424 aTentative business energy investment credit . .. .. .. .. .. .. .. 91,006 - 10,a87 1,375 25.059 37,269 1,023 -4 15,241 151 0Total allowable research credit : .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 1,276,925 2,396 1,220 1,867 1,050,293 85,762 30,552 24,714 5,838 19 , 939 84.897Total jobs credit for current year ... . ... . ... . ... . ... . ... . ... . ... . . 346,520 ~1,150 661 3,763 80,326 12.978 192.387 7,614 184 .773 21,389 33.865, 3Current year alcohol fuel credit . ... . ... . ... . ... . ... . ... . ... . ... .. 757 - - - 638 - 52 '52 20 4 7Current year low-income housing credit .. .. .. .. .. .. .. .. .. .. . 12.153 11530 601 ;42 .149 8,936 1 27Carrytorward of general business credit fro m
prior years .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 19,620,554 268,918 1 .116,998 . 485,632 7,122 .610 5,594,101 1269802 620,087 646,371 1,665,600 2.082,477 Clnc~ome tax after credits .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 95,742,052 495,829 1,069,329 2,262,471 41 .875 .805 15.422,~M~i 2~:688 :489 5,567,638 7.111 .023 17 .826,860 4 .09is842

Estimate should be used with caution because of the srnall number of sample returns on which 4 is based.Includes ':Nature'of business not allocable' which is not shown separately. -L21ricludes 'Wholesale and retail trade not allor-able" which is not shown separately (0NCYrE : Detail may not add to total because of rounding . See text for "Explanation of Terms~' and " Description of the Sample and Limitations of the Data ." c o
CD



RETURNS OF ACTIVE CORPORATIONS, OTHER THAN FORMS 1120S, 1120-REIT AND 1120-RIC

Table 15-Alternative Minimum Tax: Number of Returns, and Tax Preference and Related Items by Selected Industrial Divisions

[All figures are estimates based on samples money amounts are in thousands of dollars)

Selected Industrial divisions

All Wholesale and retail Uwe Firiance.
Rom Agriculture, Vansportation Insurance.

Mining Construction Manufacturing and service
s

fortund
=Ic

Total 2 Retall and

W
trades" -

row estate

(2) (3) (4) (5) (7) (8) (9) (10)

Number at returns of acthre corporations, atheir tha n
Forins 11205, 11204Mff and 1120-RIC . ... . . . . .. . . . ... . . .... . 2,299,0" 70,141 27,735 258,940 205,143 92,465 629,262 219,485 407,374 381,028 621,475

fileburns with alternative wrinimurn tax Rem:

Number of returns . ... . ... . ... ... . ... . ... . ... . ... . ... . ... . ... . ... . ... . ... ... . ... ... 25.193 848 918 4,663 4.488 1,795 3,323 1 .749 1.572 5.583 3,567

Total assets . .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 3,807,184 .629 5,001,170 146 .281,937 28 .464,272 808,478,731 325 .722,089 137 .363,337 60.760 .190 76,569.021 2,261,932,093 93,857 .314

Business receipts .. . ... . ... . ... . ... . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. ... . ... . .. 1,311 .272 .230 8,967 .185 46,118,118 41,310,587 619,198,698 136 .197,857 233 .969 .798 112,789,058 121,087.572 159,354,446 66 .068.703

Bad debts . .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 11,688,265 7.198 86.770 121,278 369,704 599,158 540,695 271,172 269,428 8.506,377 456.989

2.824 .030 OW.271 1 :509.254 16.350,599 5,167,752 1,914,381 3 .251 .335 10. 2
Depreciation . .. .. . ... . ... . ... . ... . ... . .. .. ... . .. .. .. .. .. .. .. .. .. .. .. .. . .. .. . ... . 69,372.767 259

.630 70,784 7.157,893

Amortizati .. .. .. . ... . ... . ... . .. .. ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. ... . ... . ... - 3,795.482 1,419 148,078 6,600 1 .324,151 293,163 396,014 1 a2 .265 213.749 769,211 855.794

Depletion .. .. .. . ... . ... . ... . ... . ... . ... . ... . .. .. ... . ... . ... . ... . ... . ... . ... . ... . ... .. . 3,679,392 -1,134 1,327 .866 9,286 1,847,310 398 .294 49,337 37,053 * 12.285 45,453 712

Net income .. .. .. ..... .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 64.653,002 253.550 4,139.186 1,519,534 33,527.298 5.743,185 2,808,338 1 .766,238 1,040.812 14,044,279 2,616,121

Regular tax .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 11 .043,102 14,406 507,626 93,819 7,376.549 864 .833 243,838 122.321 121,518 1 .540,195 401,407

Recapture of in~esbnent credit .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. ... . .. 126,633 295 11,602 686 40633 47764 5,888 1,831 4.057 14.255 5.509

Alternative minimum tax ... . ... . ... . ... . ... . ... . ... . ... . ... . ... . ... . ... . ... . ... .. . 3,352,839 12 .597 210,502 104.329 1,469:116 458'112 150.620 63,886 86.717 802.063 145,335

Income tax after Credit53 .. . ... . .. .. ... . ... . ... . ... . ... . .. . ... . ... . ... . ... . ... ... 6.293,490 27,412 339.493 192,213 2,235 .250 1,1",614 300.875 107,869 192.989 1 .743,015 310.026

Atternallm minimum tax Rem:

Adjustmerd
Depreciation of property placed in service after 1986 9,142,046 46.525 378 .914 155,619 3,663.063 1 .584,766 887.403 291.155 595,912 1,249.877 1,174.155 3

39
.888 - - - - - '503 -

Amortization of certified pollution control facilities after
1986 '32,327 -4.474

Amortization of mining exploration and development cost s
paid or incurred after 1986 .. .. .. .. .. .. .. .. - .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 274,296 140,720 13,751 77,638 26.871 8.054 8.054 258 -7,005

Circulation expenses . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. ... - -
.6w -

e)
- - - 47 -

Basis adjustment .. . ... . ... . ... . ... . ... . ... . .. .. .. . ... . ... . ... . ... . ... . ... .. .. .. .. -362,971 -341 9 .297 -39.286 -62,680 -25,465 -58.760 -15,895 -42,865 -35,188 -150.549
(D
..11,

Long-term contracts entered into after 2/28/86 . .. .. .. .. .. .. . 966,976 - -862 555 .550 360,750 -3.812 -558 1463 905 27970 18,590 C

Installment sales of certain property, .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. -460,092 '-2,017 '-1,440 -377,635 - 5,630 -24 .674 -14:448 - 10,225 -34,;iii; '-14.632

Merchant marine capital construction funds . .. .. .. .. .. .. .. .. .. .. .. 4,340 - -106 -1, -1,494 -

Section 833(b) deduction .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 8,339
-4 -46 -8,409 -20

Tax shelter farm activity loss . ... . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. ... . .... - - CD

Passiv activity loss . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . ... .. .. .. .. .. .. . 106,516 -326 18,963 1,004 2,194 1,403 21."9 '11,783 9.666 55.146 6,683 co

Incom: with respect to possessions tax credit and
alcohol fuel credit . ... . ... . ... . ... . ... . ... . ... . ... . ... . ... . ... . ... . ... . ... .. .. . -464,390 - - - -464302 - -13 - -13 - -75

certain loss limitations . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 6.151 -24 7 :053 -4 - - 831 -51

Beneficiaries of estates and trusts . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. ..
. - - I - - - - - -1,780 165

Total adjustments .. .. .. .. .. .. .. .. . ... . ... . ... . ... .. .. . ... . ... . ... . ... . ... . ... . ... .. .. . 9,299,703 49,700 556.480 687.002 3,252,573 1,609,398 829.317 276,942 552,039 1 .272 .256 1,041 .253

Tax preference name :
Depletion

. . .. ..
.

. .. . ... . .. . ... . . ** ... . ... . ... . ... . ... . .. . . .. ... . ... ..
. 1,607,326 -1,157 882,064 9,202 540,008 134.845 28 .133 22,212 11,470

1ax-exerript interest trom private activity bonds after
8t7/86

.. .. .. .. .. . ... . .. ... . ... ... . ... . .. . .. - ... . .. . ... . .. .. . * ... . ... . ...
. 35,073- 34 16 9,484 2,013 62 62 - 21,835 1 .554

Appreciated property charratile deduction . ... . ... . ... . ... . ... . ... . . 27,528 -4 155 5,622 601 1,952 -1.883 18,954

Intangible drilling costs .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 146,973 46,846 I'M 37,883 26,128 9,761 8.555 -1.206 25.41 3

Resentes for losses on bad debts of financial institutions 34,761 1,154 - 1.115 - 1.115 24 .782 -

Accelerated depreciation of real property placed in service
before 1987 . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 428,647 690 13,403 4,305 198,310 37,479 43,251 15.360 27.891 102,644 28 .565

Accelerated depreciation of leased personal propert y
placed in service before 1987 . ... ... . ... . ... . ... . ... . ... . ... . ... .. .. .. 14 .096 - 328 '822 2.559

.411 448 '36 7,584 '2.053

Amortization of certified pollution control facilities placed i n
service before 1987 ., .. .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 10,201 - - - 303 9,898 - - - - -

Total tax preference items .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 2,439,099 1 .886 953.004 20,097 922,050 211,235 84,758 46,706 38,052 213,086 32.982

Adjusted net book income .. .. .. .. . ... .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . ... .. .. .. .. .. 84,698,516 280,847 4,330,048 975,150 39.938 .956 11,930,926 3,166,702 1 .626 .769 1 .537,807 21,228,517 2 .846.070

Alternative tax net operating loss deduction . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 30,207,111 174 .860 2,628,959 785,250 11,115,855 3,211,763 2,050,470 1,390,898 657.883 8.764,541 1 .475.414

Alternative minimum tax foreign tax credit .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 4,965,013 F1 239.936 3,820,941 40,688 53 .890 41,504 12,386 653,079 154,322

Tentative minimum tax .. ... . ... . ... . ... . ... . ... . ... . ... . ... . ... - .. . ... . ... .. .. .. 6,472.119 27,211 358,255 192,839 2 .306,049 1,308,846 306,319 105,239 201,063 1,642 .496 329,511

General business credit allowed against alternativ e
minimum tax .. .. .. . ... . ... . ... . ... . ... . ... .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 229.368 15.267 3,151 114.090 46,031 10,317 1.066 9.251 30,719 9,684

Regular tax after foreign and possessions tax credits . ... . ... . ... .. . 3,042,599 14,406 133,023 88 .043 853,509 817,066 146 .417 40,656 105.761 813,977 1 175,729

Estimate should be used viith caution because of the small number of sample return on which it is hA

Includes "Nature of business not allocableP which is not shown separatel y

2 Includes "Wholesale and retail trade not allocable" which is not shown separately .
3 Credits include foreign tax, U.S . possessions tax, nonconventional source fuel, orphan drug, general business, and prior year minimum tax credits .

4 Less than $500 per return .

NOTE : Detail may not add to total because of rounding . See W for "Explanation of Terms" and "Description of the Sample and Limitations of the Data ."



RETURNS OF ACTIVE CORPORATIONS, OTHER THAN FORMS 1120S, 1120-REIT, AND 1120-RIC
Table 16-Number of Returns and Selected Tax Items, by Size of Total Income Tax After Credits
[All figures are estimates based on samples-money amounts are in thousands of dollars and size of total income tax after credits are in whole dollars]

Number of returns
of active corpor- Income tax before credits '

Size of total income tax attar credits ations, other Income U.S .
Non

. General
P" W

Incomethan Forms subject )ns business ZI
.Ir.I 120S,

to tax Regular =19nh tax credit credlit tax creclit
1120-RErr, Total tax crecut

and 1120-RIC

(1) (2) (3) (4) (5) (6) (7) (9) (10)
Total.. . . . ... . . . .. . . . . ... . . . . .. . . . . .. . . . ... . . . ... . . . ... . . . .. . . . . .. . . . . ... . . .. 2,299,096 383,099,200 131,213,686 126,615,163 2,318,021 49,517 5,559,172 468,767 95,742,052

Returns Wth net incorne ... . ... . ... . ... . ... . ... . :.. . ... .. .. .. .. .. .. .. .. .. .. .. .. .. .. 1,270,952 382,995,55W 130,482 .886 126,781,318 27,057,858 2.318,021 49,517 5,556,267 468.767 95,024 .403

Returns Without net income . .. .. .. .. .. .. .. .. .. ... . .. .. ... 1,028,944 2103,636 730 .799 33.845 10.246 - - 2 .9D4 - 717.649

Returns With total imme tax before credits' . .. .. .. .. .. .. .. .. ... . ... . .. 1 .000.236 383,099,200 131,213,686 126.815,163 27,068,104 2.318,021 49.517 5,559,172 468 .767 95,742 .052

Returns vith total incme tax after credits I ... . ... .. .. .. .. . ... .. .. .. .. .. . 952,995 379.841,592 130,200,567 125,802,045 27 .061,691 1,392.547 49,517 5,479 .203 467 .503 95,742.052

Under $6,000 . .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. . I .. .. .. .. .. .. .. .. .. .. . 690,727 8,265,970 1,393.056 1.369.954 1 .125 182.468 - 79,135 5,586 1,124.442$6,000 under $10,000 . .. .. .. .. ... . .. .. .. .. .. .. .. .. ... . ... . ... . ... . ... . ... .. .. .. . 77,930 3,751,861 618,286 599,582 so 8,422 - 18,191 691,141
$1 0,000

under $15.000. -. . ... . ... . ... . ... . ... . ... . ... .. .. .. .. .. .. .. . 46.679 3.225,595 646,169 623 .288 48.173 - 19.511 725 571.981$15,000 und:rr $20,000 .. . ... . ... . ... . ... .. .. . .. .. .. .. .. .. .. .. . .. .. .. .. .. .. . - 23,463 1,981,092 455,727 431,853 4 .343 31.791 - 14.192 189 405,21 2$20,000 und $25,000 .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. . 15,151 1,656,469 425,687 408,316 1,674 74.391 - 11,283 316 338.022 0

$25 000 und: $50 000 .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 33,130 4.381,319 1 .274,405 1,194059 26,112 50,694 - 38,124 4.339 1,155,13 5$50:000 und r $75 :000 .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 15,329 3,165,594 1,051,445 985.820 16.010 58564 416 30938 5532 940.384 37$75,000 under $100,000 .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 9.054 2,494,947 873,313 817,912 23,384 36:496 75 27:436 2:751 782,97 1$100.000 under $250,000 .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. . 21.819 11,519,642 4,106,896 3,912.442 81,158 5og
.
6a3 .922 96 , 831 1 8,005 3.400,297

$250.000 under
$500 .000 .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. ... . . 8,599 9,212,554 3,276 .513 3,134.362 36,128 69 , 691 '259 72. 278 15,164 2,982 .993

CD$560,000 under $1,000,000 . .. .. .. .. .. .. ... . ... . ... . ... . ... . ... . ... . . 4,653 10,447,710 3,726,549 3,552,995 219.538 157,532 '784 80566 929 3,256,200 C$1,000,000 under $10.000,000 .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. ... 17,616.376 2,805,103 164 .641 6.973 75278 14,972 .41 7
5,332 51,800,031 18.569.501 545071 11:$10 ' 000 .000 under $50,000 .000 .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. . 833 71,613,882 25,542 .455 24,368,351 6,460,590 - 12.068 1,241,226 145 .904 17,680,602$50,000 .000 under $100,000,000 .. .. .. .. .. .. .. .. .. . .. .. .. .. .. .. .. .. . 151 37.880,577 13.237,666 12,902,198 1,725,593 6.046 794.133 99.880 10.608 .527$100,000,000 or more. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. ... . ..- .. 1 145 158,444.349 1 55,002,900 1 53,886,537 1 15,554,774 22,173 1 2,410,288 1 81 .452 1 36,931,730

1 Credits include foreign tax . U.S . possessions tax. rionconventional socirce fuel, orphan drug. general business, and prior year minimum tax credits .2
Amount was reported by life insurance companies and banks with life insurance departments taxable under special provision of the Internal Revenue Code .

CD
CD

NOTE : Detail may not add to total because of rounding. See text for "Explanation of Terme' and "Description of the Sample-and Limitations of the Data ."



Section 5 EXPLANATION OF TERM S

INDEX

*Accounting periods, 71
Accounts and notes payable, 71
Accounts payable, 71
Accumulated adjustments account, 71

*Additional tax for tax preferences, 71
Advertising, 71
Alcohol fuel credit, 71
Allowance for bad debts, 72

*Alternative minimum tax, 72
*Amortization, 73

Bad debts, 73
Branch tax of foreign corporations, 74

*Business receipts, 75
Calendar year returns, 76
Capital stock, 76

*Cash, 76
Compensation of officers, 76
Consolidated returns, 76

*Constructive taxable income from related foreign
corporations, 76

Contributions or gifts, 78
Cost of property used for investment credit, 78
Cost of sales and operations, 78
Cost of treasury stock, 79
Credit for tax on special fuels, nonhighway gasoline and

lubricating oil, 79
*Credit for tax paid by regulated investment

companies, 79
Deficit, 80
Depletable assets, 80
Depletion, 80
Depreciable assets, 80
Depreciation, 8 1

*Dividends received from domestic corporations, 82
*Dividends received from foreign corporations, 82

Employee benefit programs, 83
*Employee stock ownership credit, 83

Environmental tax, 83
*Estimated tax payments, 83

Excess net passive income tax, 83
*Foreign tax credit, 84

Definition has been modified from prior year reports to reflect
processing or tax law changes as well as clarification of the ex-
planations .

*General business credit, 85
*Income subject to tax, 85
*Income tax, 86
*Income tax after credits, 87

Intangible assets, 87
*Interest, 87
*Interest on government obligations : state and local, 87
*Interest paid, 87
*Inventories, 88
*Investment credit, 88

Investment credit carryover, 89

Investment qualified for credit, 89
Investment in government obligations, 89

*Jobs credit, 90
Land, 90
Loans from stockholders, 90
Loans to stockholders, 90
Low-income housing credit, 90

*Members of controlled groups, 91
*Minimum tax credit, 9 1

Mortgage and real estate loans, 91
Mortgage, . notes, and bonds payable, 91

*Net capital gains, 91

*Net gain (or loss), noncapital assets, 93
*Net income (or deficit), 94

Net longAerm capital gain reduced by net short-term
capital loss, 95

*Net long-term capital gain taxed at alternative rate, 95
*Net operating loss deduction, 95

Net short-term capital gain reduced by net long-term
capital loss, 95

Net worth, 95
Noncalendar year returns, 95
Nonconventional source fuel credit, 95

*Notes and accounts receivable, 96

*Number of returns, 96
Orphan drug credit, 96
Other adjustments account, 97

*Other assets, 97
Other capital assets less reserves, 97
Other credits and payments, 97
Other current assets, 97

*Other current liabilities, 97
*Other deductions, 98
*Other investments, 98
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Corporation Returns/1988 - Explanation of Terms

Other Investments and loans, 99
*Other liabilities, 99
*Other receipts, 99
Other retained earnings, 11 20S, 99

*Overpaid windfall profit,tax, 99
Overpayments claimed as a credit, 100
Paid-in or capital surplus, 100
Pa~t-year returns, 100
Payments with applications for extension of filing

time (Forms 7004), *100
Pension, profit-sharing, stock bonus, and annuity

plans, 100
*Personal holding company tax, 100
*Prior year minimum tax credit, 101

Real estate investment trust, 10 1
*Recapture of Investment credit, 102
*Recapture of low-income housing credit, 102

Refund of estimated tax payments, 102
*Regular tax, 103

Regulated Investment company, 103
. Rent paid on business property, 103
Rents, 103
Repairs, 103

*Research activities credit, 103
Retained earnings, appropriated, 10 4

*Retained earnings, unappropriated, 104
Retained earnings, 1120S, 104
Returns of active corporations, 104
Returns of Inactive corporations, 104

Returns with net income, 104
Returns without net Income, 104
Royalties, 105

*S corporation returns, 105

Shareholders' undistributed taxable income previously
taxed, 106

*Size of business. receipts, 106
*Size of income tax after credits, 106

Size of total assets, 107 -
*Statutory special deductions, 107
Taxable income, 109

*Tax due at time of filing, 109
*Tax from recomputing prior year investment credit, 109
*Tax from Section I (Form .1 120F), 109
*Tax from Section 11 (Form 11 20F), 110
*Tax overpayment, 11 0
*Tax preference items, 11 0

Taxes paid, 11 1
*Total assets and total liabilities, .1 11
Total deductions, 11 1

*Total income tax, 11 2
Total qualified investment in 10 percent property, 112
Total receipts, 11 2
Total receipts less total deductions, 11 2

*Total special deductions, 11 2
U.S . possessions tax credit, 11 2

*U.S. tax paid or withheld at source, (Form 11 20F), 113
Zero assets, 11 3
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EXPLANATION OF TERM S

. The following explanations include definitions and limita-
tions of terms used, and adjustments made In preparing
the statistics. These explanations are designed to aid the
user in interpreting the statistical content of this report and
should,not be construed as interpretations of the Internal
Revenue Code or policies. - Code sections cited were
those in effect for the Income Years of the report . When-
ever a year is cited, it refers to the calendar year, unless
otherwise stated .

The instructions for the tax forms in section 6 provide
additional information about many items. Finally, defini-
tions marked with the symbol (*) have been modified from
prior year reports to reflect processing or tax law changes
as well as clarifications of the explanations .

Accumulated Adjustments Accoun t

This balance sheet account for S corporations was es-
tablished by the Subchapter S Revision Act of 1982 . The
accumulated adjustments account was determined by
taking into account all items of income, loss and deduc-
tions for the tax year (including nontaxable income and
nondeductible losses and expenses) . After the year-end
income and expense adjustments were made, the account
was reduced by distributions made during the tax year.

At the end of the tax year, if the corporation had a
balance in its retained earnings account, the accumulated
adjustments account was determined by taking into ac-
count only the taxable income and deductible losses and
expenses for the current tax year .

Tax returns filed by Interest-Charge Domestic Interna-
tional Sales Corporations, Form 1120-IC-DISC and
Foreign Sales Corporations, Form 1120-FSC were ex-
cluded from the corporate sample for 1988 . Information
regarding these corporations was excluded from the ex-
planations of terms in this report . The statistics for pre-
vious years, included data from these types of corporate
tax returns .

Accounting Periods (*)

Among the several classifications used in this report, tax
return data are classified according to the accounting
periods used by corporations. For a detailed discussion
of this classification, see "Time Period Employed" in sec-
tion 1, Introduction. The Tax Reform Act of 1986 intro-
duced required calendar year accounting periods for S
corporations and qualified personal service corporations .
This requirement was subsequently revised so that under
Code section 444 these corporations could elect a non-
calendar year accounting period .

Accounts and Notes Payable

This item consisted of accounts payable and
mortgages, notes, and bonds payable in less than one
year. Each is described separately under its own heading
below.

Accounts Payable

Relatively short-term liabilities arising from the conduct
of trade or business which were not secured by promis-
sory notes were generally included under this heading .

Additional Tax for Tax Preferences (*)

The alternative minimum tax replaced the additional tax
for tax preferences, effective July 1987 . See: "Alternative
Minimum Tax," in this section of this report .

Advertising

Advertising expenses were allowed as a deduction
under Code section 162, if they were ordinary and neces-
sary and bore a reasonable relation to the trade or busi-
ness of the corporation . The amount shown in the
statistics includes advertising identified as a cost of sales
and operations as well as advertising reported separately
as a business deduction. The statistics included com-
bined amounts reported as "advertising and promotion"
and "advertising and publicity." For corporations whose
principal business activity was : the printing and publishing
of newspapers and periodicals ; radio and television
broadcasting; telephone, telegraph, or other communica-
tion services, the statistics did not include advertising ex-
penses incurred in the preparation of customers'
advertising . If identified, these amounts were treated as
part of the cost of sales and operations .

Alcohol Fuel Credit

An income tax credit was available for alcohol (other
than alcohol produced from petroleum, natural gas, or
coal) used as a fuel (whether partially or completely com-
prised of alcohol) in Internal combustion engines . In
general, the credit was available to the blender in the case
of blended fuels and to the user or retail seller in the case
of pure alcohol fuels . The amount of the credit was 60
cents per gallon for alcohol of at least 190 proof and 45
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Corporation Returns/1988 - Explanation ol Terms

cents per gallon for alcohol between 150 and 190 proof.
No credit was available for alcohol of less than 150 proof.

The Windfall Profit Tax Act of 1980 contained provisions
for the alcohol fuel credit . The credit was generally avail-
able for alcohol sold or used after September 30, 1980,
and before January 1, 1993 . The credit was claimed as
one of the components of the general business credit . For
a discussion of the Incom

*
e tax limitations and carryback

and carryforward provisions of the credit, see "General
Business Credit," In this section .

The alcohol fuel credit was included (as a component)
in the general business credit shown in the tables . The
components of the general business credit were shown
separately in Table 14 .

Allowance for Bad Debts

Most corporations identified on their balance sheet the
allowance or reserve set aside to cover uncollectible or
doubtfulbotes, accounts, and loans as an adjustment to
notes and accounts receivable . A few Corporations, how-
ever, reported only net receivables and, thus, did not
show their allowance for bad debts . The statistics for both
the allowance and for the gross amount of "Notes and Ac-
counts Receivable" were understated by these uniden-
tified amounts.

I
Additionally, the allowance was not available from

balance sheets of tax returns filed by life and. certain
mutual insurance companies for prior years. However,
beginning with Tax Year 1987, data for these accounts be-
came available from income tax returns filed by certain
nonlife mutual insurance companies, as well as for certain
stock insurance companies which filed a Form 1120-PC .
On -the other hand, the statistics for both accounts con-
tinue to be understated by the amounts unidentified for life
insurance companies.

Since corporation tax return balance sheets did not pro-
vide for the separate reporting of reserves for uncollectible
mortgage and real estate loans, many banks and savings
and loan associations may have included such reserves in
the allowance for bad debts . If, on the other hand, these
reserves were reported in supporting schedules, they
were later added to the allowance for bad debts during
statistical processing . However, in some cases, the sup-
porting schedules were not attached . to the return and the
amount may be understated .

Alternative Minimum Tax (*)

The alternative minimum tax was designed, to ensure
that no taxpayer with substantial economic income could
avoid significant tax liability through a legitimate use of ex-

clusions, deductions, and credits . The former minimum
tax did not adequately address tax avoidance, for two
reasons : (1) it did not define a comprehensive income
base (2) it did not sufficiently approach the measurement
of economic income . The computation of the alternative
minimum tax addressed both these concerns through the
treatment of adjustment items, tax preference items, and
the book income adjustment .

To compute the alternative minimum tax (AMT), adjust-
ments were made to the income subject to regular tax
(before the not operating loss deduction) . Adjustment
items could either increase or decrease the Income sub-
ject to regular tax. The adjustments reflected the dif-
ference in treatment of certain items under the regular tax
system versus the treatment under the AMT system . The
accelerated aspect of specific Income tax items under the
regular system were adjusted and the same items were
adjusted to satisfy the intent of the AMT system . The AMT
adjustment was the difference between . the .two systems
for each Item .

The adjustment items included :

(1) Depreciation of tangible property placed in service
after 1986 ;

(2) Amortization of certified pollution control facilities

(3)

placed in service after 1986 ;

Amortization of mining exploration and develop-
ment costs ;

(4) Amortization of circulation expenses of persona l

(5)

(6)

holding companies only ;
Basis adjustment for property sold during the year ;
Long term contracts entered into after February 28,
1986;
Installment sales of certain property;
Mercant marine capital construction funds ;

~(9)* IRC section 833(b) deduction ;

(10) Losses from tax shelter farm activities ;

(11) Passive activity losses ;
(12) Income with respect to the possessions tax credit

and alcohol fuel credit ;

(13) Certain loss limitations ;

(14) Beneficiaries of estates and trusts ;

(15) Reported profits not taxed (book income or ad-
justed current earnings) .

Tax preference items were added to the income base of
the alternative minimum tax, as they were to the income
base of the former minimum tax . These tax items typically
express more permanent differences between the regular
tax system and the AMT system. Tax preference items
added to the income base of the alternative minimum tax
included :
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(1) Accelerated depreciation of real property placed in
service before 1987;

(2) Accelerated depreciation of leased personal proper-
ty placed in service before 1987 (personal holding
companies only) ;

(3) Amortization of 'certified pollution control facilities
placed in service before 1987 ;

(4) Percentage depletion ;
(5) Intangible drilling costs ;

(6) Bad debt deductions of financial institutions ;

(7) Tax-exempt interest on specified private activity
bonds;and

(8) Charitable contribution of appreciated property .

Thus, the income subject to regular tax before NOLD
reconciled by the adjustment items, tax preference items,-
and the book income adjustment became the alternative
minimum taxable income (AMTI) . AMTI could then be
reduced by the the alternative tax NOLD, but not by more
than 90 percent . The AMTI could be further reduced by an
exemption amount ; the maximum was $40,000. No ex-
emption applied when the alternative minimum taxable in-
come exceeded $310,000 .

certain business startup expenditures (Code section 195)

computer software costs
expenditures to remove architectural and transportation

barriers to the handicapped and elderly (Code section
190)

lessee's improvements to leased property, leasehold im-
provements (Code section 178)

organizational expenditures of corporations (Code section
248)

optional write-off of certain tax preferences over a
specified period (Code section 59(e))

pollution control facilities (Code section 169 limited by
Code section 291 )

qualified forestation and reforestation expenditures (Code
section 194)

railroad rolling stock (Code section 184 )

research and experimental expenditures (Code section
174) .

The amounts shown in the statistics included any iden-
tifiable amortization (as described above) reported as part
of the cost of sales and operations or in the schedule in
support of depreciation as described below .

The "tentative minimum tax" was determined by apply-
ing a 20 percent rate of tax to the alternative minimum tax-
able income after the reduction for the alternative tax
NOLD and the income exemption . The tentative minimum
tax could be reduced by an AMT foreign tax credit and
carryover of unused investment credits . The foreign tax
credit was computed under the AMT system and could
not become part of that credit allowed under the regular
tax system . Up to 25 percent of the tentative minimum tax
remaining after the AMT foreign tax credit could be
reduced by the carryover of investment tax credits .

The amount by which the remaining tentative minimum
tax exceeded the regular tax after reduction by the foreign
tax credit (under the regular system) and the possessions
tax credit was the alternative minimum tax.

Amortization (*) '

Amortization was a deduction for recovery of certain ex-
penditures over a certain period of time in a manner
similar to straight-line depreciation . Typically, the period
of time over which the expenditure was written off was
much shorter than If depreciation had been used ; depend-
ing on the specific provision of the law, the period of time
often was only 60 months. The following types of amor-
tization, applicable to the statistics in this report, were
specifically mentioned in the Code as allowable deduc-
tions:

bond premiums (Code section 171)

Amortization was reported separately on Form 4562,
Depreciation and Amortization and not on a separate line
of the income statement of the tax return. The amount of
amortization was also reported in "Other - Deductions."
However, when amortization was shown separately for the
statistics, the amount was excluded from "Other Deduc-
tions." Because some corporations may not have iden-
tified amortization separately on Form 4562, the statistics
for "Amortization" may be understated and "Other Deduc-
tions" may be overstated by the same amounts.

Beginning with the 1986 statistics, all deduction
amounts identified as amortization by the taxpayer were
included in amortization with the following exceptions : (1)
when the property appeared to actually be depreciable
rather than amortizable property, and (2) when the amor-
tization was for intangible drilling costs, which was in-
cluded in "Other Deductions" in the statistics.

See also : "Alternative Minimum Tax. "

Bad Debts

Bad debts occurring during the year, or a reasonable
addition to an allowance or reserve for bad debts, were al-
lowable as a deduction under Code sections 166 and 585,
respectively. Included in the statistics were amounts such
as bad check losses, worthless government or corporate
bonds, notes for commercial and mutual banks and for
bank holding companies, write-offs, net loss from agent s
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or premiums from other insurance companies, and uncol-
lectable railway revenue .

Commercial banks, mutual savings banks, savings and
loan associations, small business investment companies-
and other financial institutions were historically permitted
to take a deduction for a reasonable addition to their bad
debt balance which was far greater than that allowed other
businesses . Unlike other businesses, which could deduct
additions to their reserves only to the extent justified by
their actual loss experience, these financial institutions
were able to increase their reserves based on percentages
of outstanding loans. However, certain restrictions to
bring these institutions in line with other businesses were
introduced in 1969 .

cent of the reserve in the disqualification year . If that elec-
tion were made, different rates of recapture' were
prescribed .

An alternative to recapturing the reserve was available to
a large bank in the disqualification yeiar . An election could
be made in the disqualification year to use a cut-off
method of accounting for the reserve for bad debts . Mem-
bers of a consolidated group could not make the election
independently. Each bank, included in a consolidated in-
come tax return, was obligated by the election (if made)
by the consolidated group. As defined under Code sec-
tion 585(c)(4), a bank using this method could maintain its
reserve for bad debts but charge any losses resulting from
loans held by the bank against the reserve. No deduction
would be allowed for additions to the reserve account.

For commercial . banks, the deductible additions to the
reserves decreased in three transitional steps. The
decrease was achieved over a period of years through a
decline in allowable percentages of eligible outstanding
loans. By 1983, the allowable percentage had been
reduced to 0,.6 percent . For small business investment
companies, deductions for additions to the reserves, using
an industry average as the norm, were -permitted during
the first 10 years of a company's existence . Thereafter,
additions to the reserves had to be based on a
corporation's own experience.

The reserve method of computing the deduction for bad
debts was repealed for large banks and for small business
investment companies by the Tax Reform Act of 1986 .
Thereafter, the deduction was to be based on actual los-
ses for the current and 5 preceding years, using the
specific charge-off method, the same as for other bus!-
nesses .

A bank was treated as a large bank, for any taxable year
beginning after December 31, 1986, if the average ad-
justed basis of all assets of the bank (or any controlled
group, as defined under Code section 1563(c)(1),'of which
the bank was a member) exceeded $500'million . The
average adjusted bases was to be determined quarterly .

Large banks were required to recapture the balance of
their bad debt reserves over a period of four taxable years,
beginning with the year of disqualification. The year of
disqualification was the first taxable year after December
31, 1986 for which the bank was considered to be a large
bank. A bank could suspend the recapture of its reserves
for any year In which it was a "financially troubled bank,"
as defined under Code section 585(c) (3) (B) .

Specific rules governing the recapture of the bad debt
reserve were provided . In the disqualification year, at least
10 percent of the balance In the reserve for bad debts was
to be included in 'Income. The remaining balance was to
be recaptured at prescribed rates over three taxable
years . A bank could elect to recapture more than 10 per-

An option for computing the deduction for bad debts
was available to mutual savings banks, domestic building
and loans associations, cooperative banks and certain
stock associations. Under the tax reforms of 1986, those
organizations, which met certain asset qualifications could
continue to use the reserve method . However, they could
only deduct a maximum of 0.6 percent of an adjusted tax-
able income, provided it did not increase the reserve
beyond 0 .6 percent of the qualifying outstanding loans.
For this purpose, taxable income was before the deduc-
tion for the bad debt reserve as specified under Code sec-
tion 593 (b) (2) .

Amounts of recovered bad debts reported by corpora-
tions which deducted actual bad debts and the recapture
of bad debt reserve accounts were included in the statis-
tics for "Other Receipts . "

Branch Tax of Foreign Corporations

The . U.S .- earnings and profits of a foreign corporation
became subject to a branch profits tax without considera-
tion for the ratio of U.S. income to the total income of the
foreign corporation, for tax- years beginning after Decem-
ber 31, 1986 . A 30 percent rate of tax was imposed on the
earnings and profits as well as the interest paid by or to a
foreign corporation from its trade or business activities
conducted in the United States . The provisions 'under
Code section 884 were introduced to lessen the disparity
of U.S . taxation between U.S . corporations owned by
foreign persons and foreign corporations doing business
through their own unincorporated branches In the United
States. This provision of U.S . tax laws also required coor-
dination with income tax treaties between the United
States and foreign countries . Under W treaties the tax
ratesbould be .lower than the 30 percent tax rate imposed
by U.S . tax laws .

The branch profits tax . was imposed on the "dividend
equivalent amount" or the earnings and profits of a U.S .
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branch of a foreign corporation that was attributable to its
Income effectively connected (or treated as effectively
connected under Code section 897) with a U.S . trade or
business . The rate of tax varied based on the treaty con-
ditions with the country in which the foreign corporation
was a resident . The effectively connected earnings and
profits were adjusted to identify changes In a branch's
U .S. net equity under two circumstances : (1) to reflect any
reinvestment of the branch's earnings in assets in the U.S.
trade or business (or reduce liabilities in the U.S . trade or
business) ; and (2) to reflect any prior reinvested earnings
that were considered remitted to the home office of the
foreign corporation .

Certain earnings and profits attributable to income effec-
tively connected with a U.S trade or business were exempt
from the branch profits tax . The tax exempt earnings in-
cluded : (1) certain earnings of a foreign sales corporation
as described in Code sections 921 (d) and 926(b) ; (2)
earnings of foreign transportation carriers that were ex-
empt from U.S . tax by reciprocal exemption ; (3) earnings
derived from the sale of any interest in U.S. real property
holding corporations; (4) earnings derived by corporations
satisfying certain ownership and income requirements
which were organized in certain U.S . pcissessions
described in Code section 881 (b) ; and (5) earnings
derived by certain insurance companies which elected to
have income treated as effectively connected income .

The branch tax was the sum of the tax imposed on the
earnings and profits and interest payments of the foreign
corporation . The branch tax was reported on the Form
1120-F U.S . Income Tax Return of a Foreign Corporation .
The tax was included in "Total Income Tax" in the statis-
tics. It was also shown separately in the statistics for
foreign corporations with U.S . business operations in
Table 12 of this report.

Business Receipts (* )

Business receipts were, in general, the gross operating
receipts of the corporation reduced by the cost of
returned goods and allowances.

Some corporations treated sales taxes and excise and
related taxes, which were included in the sales price of
their products, as part of their gross receipts from sales ;
others reported their receipts after adjustment for these
taxes- In any case, the statistics reflected receipts, as
reported by the taxpayers. When included in receipts,
sales taxes and excise and related taxes were deducted
on the tax return as part of the cost of sales and opera-
tions or were included in the separately Itemized deduc-
tion for taxes paid . See: "Cost of Sales and Operations"
and "Taxes Paid ."

Business receipts Included rents reported as a principal
business income by real estate operators as well as by
certain types of manufacturing, public utility, and service
corporations. The latter corporations Included manufac-
turers that frequently rented rather than sold products,
such as automatic data processing equipment ; lessors of
public utility facilities, such as docks, warehouses, and
pipelines ; and companies engaged in rental services, such
as providing lodging places and the rental of automobiles
or clothing. In the finance, insurance, and real estate in-
dustries, business receipts included such banking items
as fees, commissions, trust department earnings, ex-
change collections, discounts, and service charges .
Some companies reported these items on attached
schedules as other income, not as business receipts . For
such companies, the items were included in the statistics
for business receipts, not for the other income. Con-
dominium management fees reported by condominium
management and cooperative housing associations were
also included in business receipts .

As the principal operating income of banking and
savings Institutions, interest was included in the statistics
for "Interest" and was generally excluded from business
receipts . Interest could be included in the statistics for
business receipts within the finance industries, but only if it
were not separately identified on the tax returns . Some
banking institutions reported business receipts from the
sale of Federal funds and included the purchase price of
those funds as part of cost of sales and operations. For
those companies, business receipts were reduced by the
purchase price of those funds and the purchase price was
excluded from "Cost of Sales and Operations . "

Also in the finance, insurance, and real estate industries,
premium income of most insurance companies was in-
cluded in business receipts . However, certain nonlife in-
surance companies could elect to be taxed on their
investment income only, if their net written premiums or
direct written premiums (whichever was greater) ex-
ceeded $350,000 but not over $1,200,000. Under this
election the premium income was not reported . Conse-
quently, total business receipts for insurance carriers
could be slightly understated .

In addition to the income types described above which
were uniquely treated by law, by the tax return, or for the
statistics, there were certain other kinds of income from
sales and operations that were not reflected in business
receipts . In general, this income was included as part of
the much broader category, sales of property used in
trade or business. For additional information about this in-
come see: "Net Gain (or Loss), Noncapital Assets" and
"Net Capital Gains" .
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Calendar Year Return s

Calendar year returns were those filed for the 12-month
period beginning in January and - ending in December.
Most of the larger corporations filed returns for a calendar
year period. Figure B In section 1 shows the percentage
of returns filed for each of the accounting periods covered
in this report .

Capital Stock

Corporations electing to file consolidated returns In one
year had to file consolidated returns In subsequent years,
with certain exceptions. The consolidated filing privilege
could be granted to all affiliated domestic corporations
connected through stock ownership with a common
parent corporation except : (1) regulated Investment com-
panies; (2) real estate Investment trusts; (3) corporations'
for which an election to be treated as a possessions cor-
poration under Code section 936(e) was In effect; and (4)
corporations designated tax-exempt under Code section
501 .

This end-of-year balance sheet equity Item Included
amounts shown for outstanding shares of both common
and preferred stock. .

I

Cash

This balance sheet asset ftem Included the amount of
actual money or instruments and claims which were
usable and acceptable as money on hand at the end of
the taxable year .

Compensation of Officers

Salaries, wages, stock bonuses, bonds, and other forms
of compensation were included In this deduction Item if
they were identified as having been paid to officers for per-
sonal services rendered . Also included were compensa-
tion of officers identified as part of cost of goods sold .

Contributions to a 401 (k) plan or a salary reduction
(SEP) agreement were included in the statistics for Pen-
sion, Profit Sharing (etc.) Plans.

.
Understatement was possible to the extent compensa-

tion was reported as part of another deduction Itern (such
as an overall employee compensation figure) and, if not
clearly identified, was included in the statistics for "Cost of
Sales and Operations" or "Other Deductions . "

Consolidated Returns

Consolidated returns were income tax . returns which
contained the combined financial data of two or more co'r-
porations meeting the following requirements : (1) a com-
mon parent corporation owned at least 80 percent of the
voting power of all classes of stock and at least 80 percent
of each class of nonvoting stock (except stock which was
limited and preferred as to dividends) of at least one mem-
ber of the group; and (2) these same proportions of stock
of each other member of the group were owned within the
group.

Under Code section 1504(c) corporations could elect to
Include their domestic Insurance companies An con-
solidated tax returns . There could be three separate com-
ponents of this type of consolidated r6tum :
(a) non-insurance companies; (b) life insurance com-
panies; and (c) property and casualty Insurance corn-
panies .

. A consolidated return, filed by the common parent com-
pany, was treated as a unit, each statistical classification
being determined on the basis of the combined data of the
affiliated group. Therefore, filing changes to or from a
consolidated return basis affect year-to-year comparability
of certain statistics (such as data classified by - industry
and size of total assets) .

Constructive Taxable Income from Related Foreign
Corporations

This Item represented the sum of (1) Includable Income
from Controlled Foreign Corporations and (2)~ .forelgn
dividend gross-up. Both were Income constructed for
U.S . income tax. purposes, and were not actual business
receipts .

For most purposes, a foreign corporation was con-
sidered controlled If more than 50 percent of its voting
stock was controlled by U.S . persons, including domestic
corporations, each of whom owned at-least'10 percent of
its voting stock.

Includable Income

. The ea.rnings and profits of a Controlled Foreign Cor-
poration (CFC). became subject to U.S . taxation, prior to
the Subpart F provisions, only when the Income was ac-
Wally distributed to the U.S . shareholders or repatriated to
the United States. In many cases, those earnings and
profits were not distributed to the shareholders, unlike

*
the

earnings and profits of domestic corporations . Because
the earnings were being held undistributed outside the
United States, the income from CFC's was not subject to
U.S . tax.
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The Subpart F provisions, instituted under Code section
952, drew certain earnings and profits of CFC's under the
umbrella of U.S . taxation . The provisions required that the
worldwide gross income of U.S . corporations include a
portion of the undistributed earnings and profits from their
CFC'S. Thus, the Income of CFC's became subject to
U.S . tax through deemed distributions to the U.S .
shareholders.

The deemed distributions represented foreign income,
that while not actually received by U.S . shareholders, was
to be included in income subject to U .S . tax (i .e. in-
cludable Income from Controlled Foreign Corporations) .
The includable Income consisted of :

(1)
(2)

Subpart F income, defined below ;
any previously excluded Subpart F income which
had been invested in qualified assets in "less
developed countries," and Which was either
withdrawn from those countries or repatriated
to the U.S . shareholders and therefore became
taxable ;

(3) any previously excluded Subpart F income which
had been withdrawn from foreign base company
shipping operations ; and

(4) any increase In Controlled Foreign Corporation
earnings due to investment in U.S . property.

Subpart F income, defined in Code section 952, in-
cluded :

(1) income from premiums for insurance issued by
foreign companies which were Controlled Foreign
Corporations when the insurance was issued
outside the country of incorporation of the CFC
(as determined under Code section 953) ;

(2) "foreign base company income," which included :
(a) "foreign personal holding company income"

- income derived from portfolio investments or
from "passive" Investments ;

(b) "foreign base company sales income" -
generally, sales income from personal property
which was :
(1) produced outside the country of incor-

poration of the CFC,
(2) purchased or sold In a transaction involv-

Ing a related corporation, and
(3) used outside the country of incorporation

of the CFC ;
(c) "foreign base company services income" -

in general, Income from services performed
or furnished for a related person, which in-
cluded corporations, outside the country of in-

(3)

corporation of the Controlled Foreign Corpora-
tion, but with certain exceptions ;

(d) "foreign base company shipping income" -
In general, income derived from the use of
aircraft or vessels in foreign commerce or in-
come from the performance of services directly
related to the use or sale of any such aircraft or
vessels; and

(e) "foreign base company oil-related income" - In
general, this was income from the non-extrac-
tion business activities, related to foreign oil or
gas, which were conducted outside the foreign
country where the oil or gas was extracted .
The non-extraction business activities of the
foreign corporation included processing,
transporting, distributing, and selling oil or gas
and derived products for use or consumption
outside the foreign country in which the oil or
gas was extracted . Also, income from the sale
of assets used In the non-extraction business
activities were Included in the oil-related in-
come .

income from participation in international boycotts
not sanctioned by the United States ;

(4) illegal bribes, kickbacks, or other payments to a

(5)

government official ; and
income derived from any foreign country during
any period for which a foreign tax credit would be
denied for taxes paid to those countries, as
described in Code section 901 G), (i .e . a govern-
ment : which was not recognized by the United
States, with which the United States severed or
did not conduct diplomatic relations, which
provided support for international terrorism, and
beginning January 1, 1988, the country of
South Africa until specific requirements of the
Comprehensive Anti-Apartheid Act of 1986 would
be met .

Foreign Dividend Gross-U p

Foreign dividend gross-up was constructive taxable in-
come to corporations which claimed a foreign tax credit .
A U.S . corporation could claim a foreign tax credit for a
share of the foreign taxes actually paid by its related
foreign corporations, Including its Controlled Foreign Cor-
porations. The U.S . corporation's share of the total
foreign taxes was proportionate to the ratio of the dividend
received (actual or constructive) to the total earnings and
profits of the related foreign corporation . The foreign
taxes were treated as deemed paid by the U.S . corpora-
tion. In order to receive credit against U.S . tax, the foreign
taxes deemed paid needed to be included in the
corporation's worldwide income as well . They were In-
cluded in income as an Increase to foreign dividends ; a
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dividend gross-up. The dividend gross-up was the
equivalent amount of the foreign taxes deemed paid by
the U.S . corporation .

Constructive Taxable Income

Foreign dividend gross-up, resulting from foreign taxes
deemed paid, and includable income from Controlled
Foreign Corporations were combined and presented In
the statistics as "Constructive Taxable Income from Re-
lated Foreign Corporations." The components were
presented separately in Table 13 . Neither includable in-
come from Controlled Foreign Corporations nor foreign
dividend gross-up were included in the statistics for "Total
Receipts. "

The statistics for "Constructive Taxable Income from Re-
lated Foreign Corporations" reflected variation in taxpayer
-reporting in certain cases. Some corporations reported
4oreign dividends received as "includable income from
Controlled Foreign Corporations," while others reported
"includable income from Controlled Foreign Corporations"
as -foreign dividends received, Also, some corporations
reported dividend gross-up for foreign taxes *deemed paid
as foreign dividends received, while others reported
foreign dividends received as dividend gross-up . Still
others incorrectly reported dividend gross-up for foreign
taxes paid directly by the U.S. corporation . All foreign
dividends were reported on the dividends received
schedule of the U.S . income tax return, including actual
and constructive receipt .

The statistics could have reflected these variations in
taxpayer reporting, to the extent that the

'
specific nature of

the dividend was not identified on supporting schedules
attached to the U.S . income tax return . However, when
.specifically identified elsewhere on the return, the amounts
were included in the statistics for the type of foreign
dividend, as specifically identified, rather than for the items
as reported on the dividend received schedule.

Contributions or Gift s

Contributions or gifts to charitable, religious, education-
al, and similar organizations were deductible under Code

.

sections 170, 809, and 882. In general, the deduction was
limited to 10 percent of taxable income computed without
regard to :

(1)
(2)

(3)
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the deduction for contributions ;
special deductions for dividends received and for
dividends paid on certain preferred stock of public
utilities ;
any allowable deduction result Ing from the repur-
chase of bonds, as described under Code section
249 ;

(4) deduction allowed for payments to the National
Railroad Passenger Corporation, as described
under Code section 250;

(5) any net operating loss carryback under Code s6c-
tion 172 ;

(6) any capital loss carryback to the tax year under
Code section 1212(a)(1) .

Also, certain additional adjustments were required in the
case of life insurance companies . A corporation except a
Personal Holding Company or a service organization
could receive a larger deduction for contributing scientific
property used for research to an institution of higher
education .

Charitable contributions over the 10 percent I Imitation
could be carried forward to the next 5 tax years; however,
the carryover was not allowed if it increased a net operat-
Ing loss carryover.

The amount shown in the statistics included contribu-
tions identified as part of cost and sales and operations as
well as contributions reported as a business deduction-

Charitable contributions paid, by S corporations were
directly passed through to the shareholders, rather than
indirectly as a business deduction . The statistics did not
include contributions paid by S corporations .

Cost of Property Used for Investment Credit

Amounts included under this heading are estimates for
the total cost or basis of depreciable property (defined In
Code section 48 and described under "Investment Credit"
in this section) reported in connection with the computa- .
tion of the investment credit. Only property with a useful
life of 3 years or more was eligible for investment credit .

Although corporations generally reported their invest-
ments at cost, most corporation

'
s claiming the Investment

credit for leased property used the fair market value in-
stead.

The statistics include amounts reported but not used for
the computation of the Investment credit . A limitation, for
Instance, was placed on the amount of used property
which could be taken Into account In the computation of
the credit. (See "Investment Credit" as a componen

*
t of

the general business credit .) Also Included were amounts
which were ultimately . used in the computation of the
credit by shareholders of S corporations .

Cost of Sales and Operations

Cost of sales and operations generally consisted of the
direct costs Incurred by the corporation in producing
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goods or providing services. Included were costs of
materials used in manufacturing; costs of goods pur-
chased for resale ; direct labor; and certain overhead ex-
penses, such as rent, utilities, supplies, maintenance, and
repairs. The valuation methods the corporation used to
value its inventories consisted of :

(1)
(2)

(3)

cost ;

cost or market value (whichever was lower) ; or

any other method that was approved by the Com-
missioner of Internal Revenue .

Many items that were allowable deductions prior to the
1986 tax reforms were required to be capitalized or in-
cluded in inventory under the 1986 I .R . Code. Uniform
capitalization rules of Code section 263A resulted from the
1986 tax reforms and were generally effective for taxable
years beginning after December 31, 1986. With respect to
inventory, some of the indirect costs which were required
to be capitalized included such items as : administration
expenses; taxes; depreciation ; insurance costs, compen-
sation paid to officers attributable to services ; rework
labor ; and contributions to pension, stock bonus, and cer-
tain profit sharing, annuity, or deferred compensation
plans .

Corporations which were subject to the rules were re-
quired to capitalize direct costs and an allocable portion of
most indirect costs that related to the assets produced or
acquired for resale . Special rules were provided for the
capitalization of interest expense paid or incurred in the
course of production . The uniform capitalization rules
also applied to the production of property constructed or
improved for use in a trade or business or in an activity
engaged in for profit . Corporations were required to
revalue their beginning inventory to reflect the costs under
Code section 263A, which were not previously included in
inventory.

The rules did not apply to personal property acquired
for resale for corporations with annual average gross
receipts of $10,000,000 or less; to timber; to property
produced under a long-term contract . Special rules were
provided for farmers .

Sales taxes and excise and related taxes may have been
reported in cost of goods sold schedules when corpora-
tions treated these taxes as part of the sales price of
products . When taxes were identified in cost of, goods
sold schedules, they were added to the statistics for the
separate deduction for "Taxes Paid ." Similarly, expenses
for depreciation, depletion, amortization, rent of buildings
or real estate, advertising, contributions to pension plans,
contributions to employee benefit programs, bad debts,
compensation of officers, contributions to charitable or-
ganizations, intangible drilling costs and interest were

transferred to their respective deduction categories when
identified in cost of goods sold schedules .

The income or loss from sales of securities, com-
modities, or real estate by stock and commodity brokers,
dealers, and exchanges, and by real estate subdividers,
developers, and operative builders was transferred from
business receipts, and the net profit or loss from these
transactions included in net gain or loss from sales or ex-
changes of noncapital assets .

See also "Business Receipts . "

Cost of Treasury Stock

This item was the total value of issued common or
preferred stock which had been reacquired and was held
at the end of the accounting year by issuing corporations .
The stock, which was available again for resale or cancel-
lation, may have been purchased by the corporation or
acquired through donation or as settlement of a debt .
Treasury stock was not a part of capital stock outstanding
and did not include unissued capital stock .

The amounts shown may be somewhat understated .
Treasury stock intended for resale may have been
reported as an asset on some tax returns and, if not clear-
ly identified as for resale, would have been included in the
statistics for "Other Investments ." When identified,
though, such stock was included in the statistics for "Cost
of Treasury Stock. "

Credit for Tax on Special Fuels, Nonhighway Gasoline
and Lubricating Oi l

Code section 34 allowed a credit in full or in stated
amounts for excise taxes on :

(1) gasoline used on farms for farming purposes
(Code section 6420) ;

(2) gasoline used for nonhighway purposes or by local
transit systems (Code section 6421) ; and

(3) fuel not used for taxable purposes (Code section
6427) .

These taxes could be applied as a credit against income
tax liability or could have been, under certain conditions,
refunded directly.

Credit for Tax Paid by Regulated Investment
Companies (* )

Regulated investment companies were required to pay
tax at .the 34 percent rate on amounts of undistributed not
long-term capital gain less net short-term capital loss .
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Stockholder corporations, for their part, were required to
include in the computation of their long-term capital gains
any such gains designated by the parent as undistributed
dividends. The stockholder corporations were then
deemed to have paid the tax on the undistributed long-
term capital gain dividends and were allowed a credit (or a
refund) for the tax they were deemed to have paid . It was
this credit which comprised this item .

Deficit

See "Net Income (or Deficit) . "

Depletable Assets

nected with certain domestic natural deposits (except gas
and oil) could be deducted currently, treated as deferred
expenses, or capitalized. The write-offs of deferred
amounts were not included in the statistics as part of
depletion .

Percentage depletion, though based on percentages of
gross income from depletable property, was limited .
Generally, it could not exceed 50 percent

'
of the taxable in-

come from the property computed without the depletion
deduction . Percentage rates of gross income for each
type of natural deposit were listed in Code section 613
and ranged from 5 to 22 percent. Percentage depletion
could not generally be used for oil and gas wells, except
for certain small producers~ as defined under Code section
613A.

Depletable assets represented, in general, the gross
end-of-year value of mineral property, oil and gas wells,
other natural deposits, standing timber, intangible
development and drilling costs capitalized, and leases and
leaseholds, each subject to depletion . Accumulated
depletion represented the cumulative adjustment to these
assets shown on the corporation's books of account . In
some instances, depletable assets may have been in-
cluded with "Depreciable Assets," or may have been
reported as land or as "Other Investments" by the tax-
payer, and could not be identified for this report .

The value of depletable assets and accumulated deple-
tion may not be closely related to the curreni year deple-
tion deduction . The depletable assets and accumulated
depletion balance sheet accounts reflected book values ;
the depletion reflected the amount claimed for tax pur-
poses .

. Depletion

This deduction was allowed for the exhaustion of mines,
oil and gas wells, other natural deposits and timber. For
standing timber, depletion was computed on the basis of
cost . In the case of natural deposits, the depletion was
computed either on the basis of cost or upon a fixed per-
centage of the gross income, less rents and royalties, from
the depletable property .

Generally, for gas and oil wells the gross income was
the actual sales price, or representative market or field
price if the gas or oil were later converted or manufactured
prior to sale . For other natural deposits, gross income
was defined to include income from mining or extraction
and certain treatment processes as well . Additionally, ex-
ploration expenditures, previously deducted, were , re-
quired under provisions of Code section 617, to be
recaptured or included in income when the mine reached .
the production stage. Under elective provisions of the
Code, exploration and development expenditures con-

As explained under "Net capital gains", the cutting of
timber was eligible for net long term capital gain treatment
under Code section 1231 . If timber depletion was used in
the computation of gain (or loss), it could not be identified
for the statistics. Because of taxpayer reporting variations
involving the computation of gain or loss, or of gross
receipts from sales (and the cost, of sales and operations
or depletion deduction), the depletion statistics may be in-
complete for industries in which sales of cut timber or of
lumber or wood products are a major source of income.

The amounts shown in the statistics included any iden-
tifiable depletion reported as part of the cost of sales and
operations .

See also "Alternative Minimum Tax . "

Depreciable Asset s

Depreciable assets, reported on the corporation's end-
of-year balance sheet, consisted of tangible property
(such as buildings and equipment) which was used in the'
trade or business or held for the production of income and
which had a useful life of one year or more . The statistics
for this item could include fully depreciated assets still in
use and partially completed assets for which no deduction
was allowed, when the corporation

'
reported them as

depreciable in its balance sheet . The statistics for depreci-
able assets exclude those intangible assets which were
depreciable or amortizable only for tax purposes. Such
assets, patents and copyrights for example, were in-
cludable in "Intangible Assets ." The amounts .shown as
accumulated depreciation represent the portion of the as-
sets that were written off in the current year, as well as in
prior years . In general, depreciable assets were the gross
amounts before adjustments for depreciation or amortiza-
tion charged in current and prior years . Some corpora-
tions, however, reported only the net amount of
depreciable assets after adjusting for these depreciation
or amortization charges . Certain insurance companie s
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were included among the corporations which reported
only a net amount of depreciable assets . Life insurance
companies and some property and casualty insurance
companies reported their balance sheet information in the
format required by State insurance regulations . This for-
mat usually provided for the reporting of only net depreci-
able assets and only the home and branch office buildings
and equipment were included . Other real estate holdings
of these corporations were reported as "other invest-
ments. "

Generally, the value of depreciable assets and accumu-
lated depreciation were not closely related to the current-
year depreciation deduction. The depreciable assets and
accumulated depreciation balance sheet accounts
reflected book values ; the depreciation deduction
reflected the amount claimed in the current year for tax
purposes .

For corporations which filed the Form 1120-A, depreci-
able assets were combined with depletable and intangible
assets on the balance sheet . However, the majority of this
item represented depreciable assets.

Depreciation (*)

The Tax Reform Act of 1986 introduced the Modified Ac-
celerated Cost Recovery System (MACRS) and changed
the rules for section 179 property for property placed in
service after December 31, 1986 . The maximum amount
of allowable section 179 expense was increased to
$10,000 . However, if total cost for section 179 property
placed in service after December 31, 1986 was more than
$200,000, then the total expense deduction was to be
reduced by the amount by which the cost exceeded
$200,000 . Taxpayers who use the MACRS depreciation
rules also had to recompute their depreciation for pur-
poses of figuring their minimum tax .

There were eight classes of recovery property under
MACRS and reported on Form 4562-Depreciation of
Property Placed in Service After December 31, 1986.
They included : 3-, 5-, 7-, 10-, 15-, 20- year property,
residential rental property and nonresidential real proper-
ty. Generally, the first six classifications were for depreci-
able property, other then buildings while the last two were
11 real property", or buildings .

The 3-year class included tangible depreciable property
with a class life of 4 years or less, 5-year property included
property with a . class life of more than 4 years, but less
than 10 years . The 7-year property had a class life of 10
years or more, but less than 16 years ; this class also in-
cluded any property which did not have a class life and
which had not been designated by law as being in any
other class. The property in the 10-year class included
property with a class life of 16 years or more, but less than

20 years . The 15-year property had class lives of 20 years
or more, but less than 25 years ; and the 20-year property
included class lives of 25 years or more .

The prescribed method for property in the 3-, 5-, 7-, .or
10- year classes was a method called "200 percent declin-
ing balance" over 3, 5, 7, or 10 years, switching to the
straight-line method for the first taxable year in which that
method resulted in a higher deduction. For property in the
15- or 20- year class, the 150 percent declining balance
method over 15 or 20 years was prescribed. In both
cases, a half-year convention (half-year's depreciation for
the first year in service, no matter when in the tax year the
property was acquired) had to be used .

If more than 40 percent of the total cost or other basis of
all property placed in service during the tax year was
placed in service during the last 3 months of that year,
then the mid-quarter convention must be used for all
property placed in service during the year . This rule did
not apply to nonresidential real property or residential
rental property . For residential rental property the
prescribed method was straight-line over 27.5 years and
for non-residential real property, straight-line over 31 .5
years. The applicable convention was the mid-month con-
vention which treated all property placed in service during
any month as placed in service on the mid-point of such
month .

Instead of using the prescribed method, the alternate
depreciation system or straight-line method could be
elected over the recovery period for 3-, 5-, 7-, 10-, 15-, or
20- year classes . The election to use the straight-line
method for a class of property applied to all property in
that class that was placed in service during the tax year of
the election . For all classes, salvage value was treated as
zero.

Depreciation on tangible assets first placed in service
after 1980 and before 1987 was to be determined under
the Accelerated Cost Recovery System (ACRS), except to
the extent that the property did not qualify as recovery
property . If a corporation had a binding contract on a
piece of property before the MACRS rules went into effect,
but did not place the property in service until the 1988 ac-
counting period, the property was considered transition
property . The ACRS rules were applied for depreciation .
For 1988, ACRS property placed into service in prior years
was combined with other depreciation and reported as
one item. Whereas, prior year MACRS property was
reported separately from the current year. Under ACRS,
the cost of eligible property was recovered over a 3-, 5-,
10-, 15-, 18-, or 19- year period, depending on the type of
property. The deduction was determined by applying the
statutory percentage for the appropriate class of property
to its unadjusted basis . An Alternate Depreciation System,
a straight-line method, could have been used for 3-, 5-,
and 10- year property using a half-year convention . The
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Alternate System could have also been elected for 15-,
.18-, or 19- year real property and low income housing
property, but the mid-month convention applied .

There were five types of property that had to be
d,ep reciated using the straight-line method : (1) property
used. mainly outside the U.S., (2) tax-exempt use proper-
ty, (3) qualified leased property, (4) property financed by
tax-exempt obligations, and (5) certain imported property.

Dividends Received from Domestic Corporations

Dividends received from domestic corporations repre-
sented most distributions from current as well as accumu-
lated earnings and, profits of companies incorporated in
the United Skates . (For a discussion of other distributions
of domestic corporations, see "Other Receipts" in this
section .) ; Fo r the most part, dividends received from
domestic corporations represented those recognized . in
computing the special deduction from net income for
domestic intercorporate dividends received . (See also
"Statutory Special Deductions ." )

Dividends from Interest Charge Domestic -International
Sales Corporations (IC-bISC's) and from former Domestic
I ,nternational Sales Corporations (DISO's) that were de-
ductible were included as domestic dividends received .
Certain other dividends, not deductible, were treated for
the statistics as "Other Receipts ."

received on debt-financed portfolio stock . The provision
generally reduced the deduction for dividends received on
debt-financed portfolio . stock so that the deduction was
available, in - effect, only with respect to dividends at-
tributable to that portion of the stock which is not debt
financed . Generally, this was accomplished by determin-
Ing the percentage of the -cost of an investment. in stock
which is- debt financed and by reducing the otherwise al-
lowable dividends received deduction with respect to any
dividends received on that stock by that percentage. The
reduction in the amount allowable as a dividends received
deduction could not exceed the amount of interest deduc-
tion allocable to the dividend :

. Dividends Received from Foreign Corporations, (A )

These dividends were paid from current as well as ac-
cumulated earnings and profits of companies' incor-
porated in foreign countries .

Dividends received from foreign corporations consisted
of:

(1 )

For most of the domestic dividends received, the de-
ductible portion was equal to either 1) 70 percent if the
dividends were from less than 20 percent owned .domestic
corporations, or (2) 80 percent if the dividends were from
20 percent or more owned domestic corporations (owner-
shipr is determined by the voting power and value of the
stock of the .issuing corporation) . However, the deduction
was equivalent- to about 50 percent of the dividends
received on certain preferred stock of public utilities . A
1 00-percent deduction was, allowed for dividends received
by-members of a controlled group from other members

-
of

the same controlled group when a consolidated return
was not used to report for the group as a whole . This
deduction was allowed when the group did not elect to file
a consolidated return and agreed instead to, apportion a
single tax bracket exemption amount among the group
members in computing income tax .

Dividend distributions among member corporations
electing to file a consolidated return were eliminated from
the statistics as part of the consolidated reporting of tax
accounts . For tax purposes, . dividends reported on these
returns represented . amounts received from corporations
that were outside the tax-defined affiliated group . . , ,

Under provisions of the 1984 Tax Reform Act corporate
shareholders reduced the deduction for dividends

dividends, subject to (1) the 70 percent deduction
when received from less than 20 percent owned
foreign corporations and certain FSC's, or (2)
the 80 percent deduction when received from 20
percent or more owned foreign corporations and
certain FSC's ;

(2) dividends, subject to the 100-percent deduction,
received by U.S . cornorations fro wholly-owned
foreign subsidiaries all of whose gross income
was "effectively connected" with the conduct of a
U.S. trade or business, or received from a FSC
when the dividends were from earnings and profits
attributable to foreign trade income ; and - ~ .

any other foreign . dividends, not, subject . to a
deduction, which included : certain gains .from the
sale, exchange, or redemption of Controlled
Foreign Corporation stock .

..Because foreign dividend "gross-up" and "includable"
income from Controlled Foreign Corporations were not
actual receipts, they were excluded from the statistics for.
dividends received. Both were combined and presented
in the statistics as "Constructive Taxable Income from Re-
lated Foreign Corporations . "

The statistics for foreign dividends received reflected
variation in taxpayer reporting in certaincases. Some.cor-
porations reported foreign dividends received as "in-
cludable income from Controlled Foreign Corporations,"
while others reported "Includable income from Controlled
Foreign Corporations" as foreign dividends received .
Also, some corporations reported dividend gros,s-up . for
taxes deemed paid as foreign dividends received, whil e
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others reported foreign dividends received as dividend
gross-up. All foreign dividends, actual and constructive,
were reported on the dividends received schedule of the
U.S . Income tax return.

These variations in taxpayer reporting could have been
reflected in the statistics, to the extent that the specific na-
ture of the dividend was not identified on supporting at-
tachments to the tax return. However, when specifically
identified elsewhere on the return, the amounts were In-
cluded In the statistics for the type of foreign dividend, as
specifically identified, rather than for the items as reported
on the dividend received schedule .

Employee Benefit Programs (*)

Contributions made by employers to such plans as
death benefit plans, health plans, accident and sickness
plans, and other welfare plans were deductible under
Code section 162 . Generally, such programs were not an
incidental part of a pension, profit sharing plan or other
funded deferred compensation plan . Deductions for a
welfare benefit fund were limited to the qualified cost of
the fund for the taxable year, as described under Code
section 419 .

Included in the statistics for this Item were amounts
identified as part of the cost of sales and operations .
Some mining companies could have reported an amount
for a combination of welfare/retirement plans, when iden-
tified, the combined amount was included in the statistics
for contributions to employee benefit plans .

Employee Stock Ownership (ESOP) Credit (*)

The Tax Reform Act of 1986 repealed the ESOP credit
for compensation paid or accrued after December 31,
1986, in tax years ending after that date .

Environmental Tax

see "Afternative Minimum Tax." For purposes of determin-
ing the regular tax, the amount of the current year environ-
mental tax was allowed as a deduction from the current
year gross Income under Code section 164 (a) . In
general, the environmental tax was effective for taxable
years beginning after December 31, 1986 and before
January 1, 1992 .

Estimated Tax Payments (*)

Corporations not exempt from taxation were required to
make quarterly tax payments If the estimated tax for the
taxable year was expected to be $500 or more. The tax
was estimated by applying the regular graduated cor-
porate tax rates to the expected taxable Income for the
taxable year (personal service corporations estimated
their tax using a flat 34 percent tax rate), then the excess
of the regular tax (estimated) over the amount the cor-
poration estimated as the sum of credits against regular
tax (including credits for foreign taxes, possessions tax,
production or sale of nonconventional source fuels, or-
phan drug research, general business Incentives, and
prior year minimum tax) plus any recapture tax of Invest-
ment credit or of low income housing credit, alternative
minimum tax, environmental tax minus credit for Federal
tax on fuels. The lesser of 90 percent of the estimated tax
for the current taxable year or 100 percent of the tax due
on the previous year return was used to calculate the in-
stallment payments .

Estimated tax payments shown in this report may be
somewhat less than the legal maximum percentages of
tax due because, under the provisions of Code section
6655, certain tolerances were allowed in the relationship of
the installment payments to the tax. For example, a cor-
poration was not required to pay an estimated tax greater
than the amount of tax liability for the previous year
provided that the corporation had a tax liability for the pre-
vious year . Besides the limitations based on law, pay-
ments shown in the statistics may be slightly understated
because of taxpayer reporting variations and the Inability
to identify all of the amounts from the tax returns .

Corporations were required to pay the environmental
tax, as a result of the Superfund Amendments and
Reauthorization Act of 1986 . The requirements for this tax
were provided under the Code section 59A . The tax was
based on a modified alternative minimum taxable income
of the corporation In excess of $2,000,000 . (Members of a
controlled group of corporations were entitled to one
$2,000,000 exemption.) The amount of the excess income
was subject to a .12 percent rate of tax . The modified al-
ternative minimum taxable income was alternative mini-
mum taxable income without consideration for the
alternative tax net operating loss deduction and the allow-
able deduction from income for the environmental tax .
For an explanation of alternative minimum taxable income,

Separate statistics were presented for the components
of net estimated tax payments which Include 1987 over-
payments claimed as a credit, 1988 estimated tax pay-
ments, and refund of estimated tax payments .

Excess Net Passive Income Tax

The Subchapter S Revision Act of 1982 Imposed a
limitation on passive income for S corporations which had
accumulated earnings or profits from prior subchapter C
status . A tax was imposed on the net passive income In
excess of 25 percent of gross receipts. The Income was
taxed at the regular corporate tax rate of 34 percent. Pas-
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sive investment Income, In general, was gross receipts
derived from rents, - royalties, dividends, interest, annuities,
-or the sales or exchange of stock or securities.

Prior to 1982 under Code section 1372, an S corpora-
tion was generally not allowed to have passive investment
income greater than 20 percent of its gross receipts un-
less that taxable year was the first or second year the cor-
poration commenced the active conduct of any trade or
business or the passive Investment income for such tax-
able year was less than $3,000 .

Foreign Tax Credit (* )

Code section 901 allowed a credit against the U.& ' in-
come tax for income, war profits and excess profits taxes
paid or accrued to foreign countries or U.S . possessions
including Puerto Rico . Credit was also allowed against the
U.S . tax under Code sections 902 and 960 for foreign
taxes "deemed paid" including taxes deemed paid on dis-
tributions constructively received from controlled foreign
corporations ~under Code section 951 . The credit was al-
'lowed for these distributions if the domestic cotporation
owned 10 percent or more of the voting stock of the first-
tier controlled foreign corporation and 5 percent of net
holdings In second and third tier foreign corporations .
After 1986 the deemed paid credit was based on un-
distributed earnings and profits earned in tax years begin-
ning after 1986 and taxes paid or accrued in tax years
beginning after 1986. Moreover, creditable foreign taxes

Ancluded amounts paid by partnerships that were . allo-
cated directly to the partners (including those that were
corporations) .

The credit could be claimed by domestic corporations,
by foreign sales corporations (FSC's) for taxes paid on the
foreign trade income, and al

'
so by foreign corporations

engaged in trade or business in the United States for taxes
paid on income "effectively connected" with the U.S . busi-
ness. - Additionally, stockholders of Interest Charge
.Domestic International Sales Corporations (IC-DISC's)
could claim a credit for foreign taxes paid by an IC-DISC.
However, the credit was not allowed for S Corporations
because their income was primarily taxed through their
shareholders . These corporations also had to exclude
any foreign taxes paid or accrued from the deduction for
taxes paid in computing their net income from trade or
business activities. Instead, the foreign taxes were passed
through to the shareholders for their use a's a foreign tax
credit .(or a deduction) .

The credit was also not allowed for regulated investment
companies which elected under Code section 853 to allow
their stockholders to claim the credit for the foreign taxes
paid . (Under this election, these companies also excluded
foreign taxes paid or accrued from the deduction for taxes
to compute net Income.) However, If the election were not

made, the regulated Investment company could claim the
foreign tax credit.

A corporation that claimed the foreign tax credit could
not also claim a business deduction for the same foreign
taxes paid . The credit could be reduced for taxes paid on
foreign Income from operations Involving participation or
cooperation with an international boycott. The U.S. in-
come tax which could be reduced by the credit excluded
the recapture taxes for investment credit And low-income
housing credit, the alternative minimum tax, the Personal
Holding Company tax and the environmental tax .

. After 1986, the foreign tax credit was computed
separately for foreign taxes paid or accrued with respect
to nine categories of income . These were: (1) passive In-
come; (2) high withhold

'
Ing tax interest; (3) financial ser-

vices income; (4) shipping income; (5) dividends from
each noncontrolled section 902 corporation ; (6) dividends
from a DISC or former DISC; (7) foreign trade income of a
FSC; (8) distributions of a FSC or former FSC ; and (9) all
other income from sources outside the United States . For
each - category, . the credit was computed subject to -a
limitation which prevented the- corporations from using
foreign tax credits to reduce U.S . tax liability on U.S .
sourced Income. This was determined using the "overall"
method .

Using the overall method the credit was limited to that
percentage of the total U.S . income tax against which the
credit was allowed as represented by the ratio oftaxable
income from foreign sources to worldwide taxable in-
come. The taxpayer totaled the taxes paid to All foreign
countries and possessions which was then subjected to a
limitation computed by multiplying the U.S . tax liability by
a fraction where the numerator consisted of taxable In-
come from foreign sources (after relevant deductions) and
the denominator was worldwide taxable income .

Foreign taxes in excess of the limitation for any one year
could be carried back, chronologically, to the 2 preceding
years and then carried over to the 5 succeeding years to
reduce income tax, subject to the foreign tax credit limita-
tion of the years to which they were

.
carried . . (Ucess

taxes carried back or carried over .were applied against
the amount by which a limitation exceeded the creditable
foreign taxes in a given year . )

The foreign tax credit was not allowed for taxes paid to
certain foreign countries whose government: was.- not
recognized by the United States, with which the United
States severed or did not conduct diplomatic relations,
which provided support for International terrorism, and
beginning January 1, 1988, the country of South Africa
until specific requirements of the Comprehensive Anti-
Apartheid Act of 1986 would be met .
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General Business Credit (*)

The Tax Reform Act of 1986 made several changes to
the general business credit. This credit consisted of a
combination of five individual credits - investment credit
(Form 3468), jobs credit (Form 5884), alcohol fuel credit
(Form 6478), research credit (Form 6765) and the low-in-
come housing credit (Form 8586) . The orphan drug
credit, which was also reported on Form 6765 was not in-
cluded as part of the general business credit . If a corpora-
tion claimed more than one of these credits, reported a
carryforward, or had credits from a passive activity, Form
3800 was to be filed with the income tax return .

Income Subject to Tax

Because of the different types of corporations, U.S . tax
was Imposed on a variety of corporate tax bases . These
were the "taxable income" bases defined by Code section
63, used by the majority of corporations to which the tax
rates applied ; the tax base of S corporations electing to be
taxed through their shareholders ; the several tax bases
applicable to insurance companies ; and the amounts tax-
able to regulated investment companies and real estate in-
vestment trusts. Most of these tax bases were
represented in the statistics for "Income Subject to Tax . "

;
The purpose of the general business credit was to pro-

vide a uniform limitation on the amount that could be used
to reduce tax liability and to establish uniform rules for car-
rybacks and carryforwards. Each of the five credits were
computed separately. The total of the credits became the
general business credit for the purpose of applying the
maximum tax liability rules and the carryback and car-
ryforward rules .

Generally, S corporations computed these credits at the
corporate level, the credits were then passed through to
the shareholders . The regular investment credit and ener-
gy investment credit were exceptions . The S corporation
reported the basis in the quailifying property to each
shareholder. The shareholders themselves computed the
regular investment and energy investment credits . How-
ever, S corporations which were previously C corpora-
tions could use business credit carryforwards to reduce
tax on their net recognized built-in gains.

Effective for. tax years beginning after December 31,
1985, the general business credit reduced the tax liability
to the extent of 100 percent of the first $25,000 of net tax
liability and 75 percent of the net tax liability over $25,000 .
An additional limitation was also imposed on the general
business credit as a result of the alternative minimum tax
introduced by the Tax Reform Act of 1986 .

When the credit exceeded : the $25,000-plus-75 percent
limitation in any year, or the excess of income tax liability
over tentative minimum tax; the excess became an un-
used business credit. An unused business credit could be
carried back to the three years preceding the unused
credit year and forward to the 15 years following that year .
An amount of carryforward of the general business credit
was shown separately in Table 14, as a component of the
general business credit . Use of carryback provisions
would require that a prior year return be amended .
Amended returns were not included in the corporate
sample. Therefore, any changes in tax liability due to car-
ryback of unused business credits were not reflected in
the statistics .

For most corporations, incocne subject to tax consisted
of net income minus certain "statutory special deductions"
(described in this report under a separate heading) . How-
ever, there were certain exceptions . In some cases, the
statutory special deductions for dividends received and for
dividends paid on certain preferred stock of public utilities
exceeded net income. Forthose returns, Income subject
to tax was reduced to zero and t4e excess of the two spe-
cial deductions became the statutory loss for the year .
This current year statutory loss became available for a net
operating loss deduction over the prescribed carryback
and carryover periods .

Also, the tax bases of life insurance companies, regu-
lated investment companies, and real estate Investment
trusts were not defined as net income less statutory spe-
cial deductions. For S corporations with a limited tax
liability on capital gains, the statistics for income subject
to tax represented the ordinary income from the normal
business activities of the corporation. No special deduc-
tions were allowed to reduce this income.

For the life insurance companies, net income was
derived from gain or loss from operations to which
statutory special deductions were added back ; income
subject to tax-was the smaller of gain from operations
(which included statutory special deductions) or taxable
investment income. To this amount the following were
added : (1) when taxable investment income was smaller
than gain from operations, 50 percent of the difference be-
tween these two amounts, and (2) amounts subtracted
from the policyholders' surplus account (which contained
income nontaxable in the year earned, but taxable later on
when withdrawn from this reserve account, even If the
company had no current-year net Income) .

In addition, the life insurance company provisions ap-
plied to life insurance departments of mutual savings
banks, where the departments were separately taxed from
the remainder of the banks . However, data for the bank-
ing and life insurance departments were combined in the
statistics.
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Provisions under Code section 1504(c) allowed corpora-
tions to elect to Include their domestic insurance com-
panies in a consolidated tax return . There could be .three
separate components of this type of consolidated return :

(a) non-insurance companies ;
(b) life insurance companies ; and
(c) property and casualty insurance companies .

For companies which elected to file a consolidated
return under Code section 1504(c), the income tax was
based on a portion of the consolidated amount of income
subject to tax. Net income in the statistics represented
the aggregate for the separate components of the con-
solidation. However, specific limitations were imposed on
the use of nonlife business activity losses as~ an offset to
life insurance gains for the purpose of .computing income
tax. As a result, a consolidated return under Code section

.1504(c) with a net deficit could report income subject to
tax.

. Prior to the Tax Reform Act of 1986, for corporations
with net long-term capital gains, an alternative method of
tax computation was advantageous If using the alternative
method resulted In a lower tax liability than the liability
would have been using the regular method . The altema-
tive tax on capital gains . was repealed by the 1086 Tax
.Reform Act . After July 1987, capital gains were taxed .at a
34 percent rate for all corporations .

For corporations which elected to be treated as S cor-
porations, an income tax was imposed on certain long-
term capital gains, as well as recognized built-in gains and
excess net passive income of companies which were
formerly C corporations. The tax liability was not passed
through to the shareholders of the corporation. The taxes
paid on capital gains or recognized built-in gains by S cor-
porations were Included In the corporate statistics as
regular Income tax. The taxes paid on excess net passive
income were included in total Income tax but were ex- .
cluded from regular income tax .

In the case of regulated investment companies, any un-
distributed income, other than Undistributed long-term
capital gains, was included in the statistics for income
subject to tax. This portion of the undistributed income
was taxed at the normal graduated corporate tax rates .
Any net long-term capital gain (reduced by net short-term
capital loss) which was not distributed to stockholders
was taxed at a flat 34 percent rate . The undistributed por-
tion of the long-termcapital gains were excluded from the
statistics for income subject to tax.

See also, "Income Tax. "

Income Tax M

The maximum corporate regular tax rate was reduced to
34 percent, under the Tax Reform Act of .1986 . The benefit
of a graduated tax rate was phased out for income over
$100,000. The number of tax brackets was reduced to
three. For tax years which began on July 1, 1987 and
thereafter, the corporate taxable income . brackets and
regular tax rates were :

Taxable Income Tax Rate

Not over $50,000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15

Over $50,000 but not over $75,000 . . . . . . .. . . . . . . . 25

Over $75,000 . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . 34

An additional 5 percent tax wasimposed on income in
excess of $!00,000 . The maximum additional tax was
$11,750 . Corporate taxable income in excess of $335,000
was In effect subject to a regular flat tax rate of 34 percent .

A small number of corporations without net income had
an income tax liability. The tax from those returns was in-
cluded in the statistics as regular Income tax . . Thei tax
resulted from :

1 (1) special statutory provisions applicable to life In-
surance businesses ; and

(2) the provisions under Code section 1504(c) allow-
ing corporations to elkl: to include their
domestic Insurance companies in consolidated
tax returns. There could be three separate com-
ponents of this type of consolidated return:

(a) non-insurance companies ;

(b) life insurance companies'; and

(c) property and casualty Insurance compan
ies.

For companies which elected to file a consolidated
return under Code section 1504(c), net Income in the
statistics represented the aggregate for the separate com-
ponents of the consolidation. The Income tax was based
on a portion of the consolidated taxable Income. Specific
limitations were imposed on the use of nonlife business
activity losses as an offset to life insurance gains for the
purpose of computing Income tax. As a result, a con-
solidated return under Code section 1504(c) with a net
deficit could report income subject to tax and income tax .

Income tax, or regular tax in the statistics, was . the
amount of tax before reduction by tax cr

'
edits for: foreign

taxes, possessions tax, orphan drug research, the produc-
tion or sale of fuels from nonconventional sources,
general business Incentives, and the prior year -minimum
tax. Income tax was shown separately as regular tax and
included In total Income tax In the statistics .

86



Corporation Returns/1988 - Explanation of Term s

Adjustments made to income tax returns after they were
filed could affect the final tax liability and the tax due .
Such adjustments were not reflected in the statistics . Ad-
justments could result from tax examination or the use of
carryback provisions for :

(1) net operating losses and certain capital losses,
which generate adjustments to taxable income
and consequently create adjustments to the tax
liability ; and

(2) unused foreign taxes and unused general business
credits which would cause adjustments to income
tax through recomputed credits .

The use of these carryback provisions would require
that a corporation file an amended income tax return .
Amended returns were excluded from the corporate
sample .

Therefore, the statistics differ somewhat from the actual
income tax collections and the final income tax liability of
corporations for the Tax Year . Publication 55, Annual
Report of the Commissioner and Chief Counsel of Internal
Revenue, contains income tax collection data on a fiscal
year basis as opposed to the income year basis used in
this publication . Publication 55 is available from the Su-
perintendent of Documents, U.S . Government Printing Of-
fice, Washington, DC, 20402 .

See "Total Income Tax" and "Income Tax After Credits"
in this section .

Income Tax After Credits (*)

Income tax after credits in the statistics represents total
income tax less the sum of credits for : foreign taxes ; U.S .
possessions tax ; orphan drug research ; the production or
sale of fuels from nonconventionall sources ; general busi-
ness incentives; and prior year minimum tax.

See "Income Tax" and "Total Income Tax" in this sec-
tion.

Intangible Asset s

The total gross value (before the reduction by amounts
of accumulated amortization) of contracts, copyrights, for-
mulas, licenses, patents, registered trademarks, research
or experimental expenditures and similar assets were in-
cluded in this category only if amortization (or deprecia-
tion) was actually being taken . These assets could be
amortized only if they had a definite life and value .

Accumulated amortization represented the cumulative
adjustment to these intangible assets as shown on the
corporation's books of account . Amounts of accumulated

depreciation shown as adjustments to Intangible assets
are included in the statistics with "Accumulated Amortiza-
tion . "

Interest (*)

Taxable interest, a component of total receipts, was
received from obligations issued by the United States, its
agencies, or its instrumentalities. Interest received on
loans, notes, mortgages, arbitrage bonds, nonexempt
private activity bonds, corporate bonds, bank deposits,
and tax refunds was also included in this item . The inter-
est received was reduced by the amortizable bond
premium, as defined under Code section 171 . For install-
ment sales, interest received included amounts stated in
the contract and certain unstated amounts of interest, as
defined under Code section 483 .

Interest received from tax-exempt state or municipal
bonds and ESOP loans was not included in this Rem. tor-
porations were not allowed to offset any interest expense
against interest income . See "Interest Paid . "

Interest on Government Obligations : State and Local

N

The interest received from certain government obliga-
tions was not subject to U.S . income tax. These tax-ex-
empt obligations included those Issued by states,
municipalities and other local governments, the District of
Columbia, and U.S . possessions, including Puerto Rico .
The amounts shown for this itern were reduced by the
amortizable bond premium .

For statistical presentation, this interest was included in
"Total Receipts." However, it was not included in net in-
come (less deficit) or income subject to tax.

Most corporations reported this tax-exempt interest in
the "Reconciliation of income per books with income per
returns" (see Schedule M-1 on the Form 1120 in section 6
of this report) . Because of variations in taxpayer report-
ing, this item may not have always been identified . There-
fore, the statistics could be understated for interest
received from state and local government obligations .

Interest Paid (*)

These amounts include interest paid by corporations on
business indebtedness including amounts paid on install-
ment purchases if they were stated in the contract, as well
as certain "unstated" amounts defined under Code sec-
tion 483 . For banking and savings institutions, the statis-
tics also included interest paid on deposits and
withdrawable shares. Interest identified as part of the cost
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of sales and operations, was excluded from cost of sales
and included in the statistics as interest paid .

inventories

Based on amounts reported on the balance sheet, in-
ventorles Included such items as raw materials, finished
and partially finished goods (work in progress), merchan-
dise on hand or In transit, and growing crops reported as
assets by agricultural concerns. Inventories ~vere general-
ly valued at cost or at the lower of cost or market price .
When valued at cost, Inventories were generally Identified
by first-In, first-out (FIFO) or last-in, first-out (LIFO)
methods.

When Inventories were reported by companies within
certain financial industries, the amounts were included in
the statistics for "Other Investments" and excluded from
inventories. For commodity brokers, dealers and exchan-
ges, and other holding and investment companies (except
bank holding companies), inventories were included . in
"Other Investments" for companies which were nonc'on-
solidated or consolidated with only financial subsidiaries .
'Inventories were included in "Othdr Investments," when
reported by security brokers and dealers, whether con-
solidated or nonconsolidated .

Inventories were included in the statistics for "Other Cur-
rent Assets" and excluded from inventories when reported
by other nonconsolidated corporations within the
"Finance, Insurance, and Real Estate" industrial division .
However, inventories were included in "Other Current As-
sets," if reported by bank holding companies, whether
consolidated or nonconsol Uated .

Inventories included in the statistics for the "Finance, In-
surance, and Real Estate" industrial division were those
reported by consolidated financial companies with diver-
sified nonfinancial subsidiaries.

See also "Cost of Sales and Operations. "

Investment Credit (* )

The Tax Reform Act of 1986 repealed the investment
credit for most taxpayers. For property placed in service
after December 31, 1985, no investment credit could be
claimed unless the property was:

(1) Transition property, for example, construction in
progress on December 31, 1985 ;

(2) Qualified progress expenditure property ;
Qualified timber property treated as section 38

(4)

(5)

88 .

property under Code section 48(a)(1)(F) ;

Certain rehabilitation property ; or

Business .energy property.

No investment credit could be claimed for property,
such as, alltomobiles, delivery trucks, office equipment,
and farm equipment unless it was transition property on
December 31, 1985, or It fell Into one of the other
categories listed above .

The 1986 Tax Act also extended for
i
three years the busi-

ness energy portion of the investment credit for solar,
geothermal, and ocean thermal property and for two years
for biomass property . The rehabilitation portion of the in-
vestment credit was also modified . The allowable credit
for rehabilitation property was reduced ; for older non-
residential buildings from 15 or 20 percent of the qualified
investment to 10 percent and for certified historic struc-
tures from 25 percent to 20 percent.

For "qualified progress expenditures" property, a cor-
poration could elect to claim an Investment credit for tax-
able years before the qualified property was placed In
service . For periods after 1985, the depreciable basis of
the property was to be reduced by the full amount of the
credit. Prior to the 1986 TAX Act, a corporation could
elect to reduce the available credit rather than the basis of
the property.

The investment credit (before limitations) for qualified
timber property was 10 percent of the qualified Invest-
ment . The credit for transition property and qualified
progress expenditure property was also 10 percent of the
qualified investme*ht . After June 30, 1987, a 35 percent
reduction applied to the regular 10 percent investment
credit for those properties except for qualified timber
property. The amount of the reduction could not be car-
ried to any other tax year .

Generally, investment credit property included the fol-
lowing :

(1) tangible personal property defined in Code section
48(a) (1) . Tangible personal property comprised all
property contained in or attached to a building,
such as, machinery or equipment. Certain types
of property, even though physically located out-
side a building or accessory to a building, were
also considered tangible personal property;
elevators and escalators;
othe

-
r tangible property, Including certain real

property, used as an integral part of manufactur-
ing, production, or extraction, or used as a re-
search facility or bulk storage facility;

(4) livestock other than horses as long as not sold
and replaced by substantially identical animals
during a relatively short period of time ;

(5) , certain single-purpose agricultural or horticultural
structures defined in Code section 48(p) ;
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(6) rehabilitation expenditures for qualified 30-yea r

(7)

buildings, 40-year buildings, and certified historic
structures ;
forestation and reforestation expenditures that are
amortizable under Code section 194 ; and

(8) petroleum storage facilities .

A corporation could also claim an Investment credit for
certain vessels under special provisions of Code sections
46(g)(1) through (6) for certain maritime property.

Certain limitations on the credit were applicable to spe-
cial classes or kinds of corporations. Code section 46(e)
limited the applicability of the credit for mutual savings
banks, regulated investment companies and real estate in-
vestment trusts . Urnitations on investment credit for
movie and television films or tapes were defined under
Code section 48(k) .

The investment credit could not reduce the recapture
taxes for the investment credit or low-income housing
credit ; the alternative minimum tax ; the environmental tax ;
the personal holding company tax ; or the tax liability of S
corporations for capital gains or excess net passive invest-
ment income. Shareholders of S corporations computed
the regular investment credit, it was not computed at the
corporate level by the S corporation . The S corporation
reported the basis in the qualifying property to each
shareholder for this purpose .

The investment credit was claimed as one of the com-
ponents of the general business credit. For a discussion
of the income tax limitations and carryback and carryfor-
ward provisions of the credit, see "General Business
Credit," in this section.

The investment credit was included (as a component) in
the general business credit shown in the tables . The com-
ponents of the general business credit were shown
separately in Table 14 ; the tentative business energy credit
was not included in the regular investment credit .

See "Recapture of Investment Credit . "

Investment Credit Carryover

The 1984 Tax Reform Act provided that unexpired in-
vestment credit from each pre-1 984 taxable year would be
combined with other credits into the general business
credit carryforward from each unused credit year to be
carried to post-1983 years. The carryforward period was
not to exceed 15 years from the year of the original un-
used credit . The unused credit was applied first to the
earliest of the years to which it could be carried, and then
to each of the other tax years, in chronological order . Be-
cause the data in this book do not include any information
from amended returns, the statistics do not reflect any

changes in tax liability due to the use of Investment credit
carryback.

See "Investment Credit."

Investment Qualified for Credit

See "Investment Credit . "

Investments in Government Obligation s

This balance sheet asset Item comprised (1) bonds or
other obligations of a State or U.S . possession (including
Puerto Rico), including obligations'of political subdivisions
and of the District of Columbia, and (2) U.S. obligations,
including those of instrumental ities of the Federal Govern-
ment .

Balance sheet data for mutual property and casualty In-
surance companies were extracted from the Income tax
return, Form 1120-PC, rather than the annual statement,
beginning with Tax Year 1987. Prior to 1987, these com-
panies filed tax returns on Form 1120M, which did not In-
clude a balance sheet. The balance sheet data were then
extracted from the annual statement attached to the
returns .

Some mutual property and casualty Insurance com-
panies included "Investments in Government Obligations"
with "Other Investments" on the income tax return, Form
1120-PC . When identified, the amounts were Included in
the statistics for "Investments in Government Obligations"
and excluded from "Other Investments . "

The comparability of balance sheet data could have
been affected by differences in reporting on the annual
statement for years prior to 1987 and on the Income tax
return Form 1120-PC, beginning with 1987. Comparison
of data reportedon the annual statement to that reported
on the Form 1120-PC indicated that "Investments In
Government Obligations" was often more clearly Identified
on the annual statement than on the income tax return .
Thus, the statistics could be overstated for "Other Invest-
ments" and understated for "Investments In Government
Obligations," to the extent that "Investments In Govern-
ment Obligations" may not have been identified on the tax
return .

Stock property and casualty insurance companies also
filed income tax returns on the Form 1120-PC, beginning
with 1987 . However, prior to 1987 these companies
reported balance sheet data on the income tax return,
Form 1120 or Form 1120-A, rather than an annual state-
ment. Therefore, the comparability of balance sheet data,
before and after 1987, was not generally affected by the
tax return filed by nonlife stock insurance companies .
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Jobs Credit - (*)

The credit was allowed to taxpayers who hired in-
dividuals from any of the following targeted groups : (1)
vocational rehabilitation referrals ; (2) economically disad-
vantaged young adults; (3) Vietnam era veterans from an
economically disadvantaged family; (4) federal, state, and
local welfare recipients ; (5) general assistance recipients ;

,(6) economically-disadvantaged former felons ; (7) youths
participating In a qualified cooperative education program ;
(8) .eligible work incentive employees; or (9) qualified sum-
meryouth employees, age 16 or 17, who first worked for
the corporation between May 1 and September 15,1988.

For employees hired after December 31, 1985 and
before January 1, 1990, only qualified first-year wages
could be used to determine the jobs credit . The

'
credit

was limited to the sum of : 40 percent of the first $6,000 Of
11 qualified first-year wages," and 85 percent of the first
$3,000 of "qualified summer youth employee wages," for
work ;.done in any 14-day period between May 1 and Sep-
tember 15 . The 1988 Tax Act reduced .the percentage for
qualified, summer youth employee wages," to 40 percent .

-.for those employees hired after December 1988 .

The jobs credit was claimed as one of the components
of the general business credit . For a discussion of the in-
come tax limitations and carryback and carryforward
provisions of the credit, see "General Business Credit," in

-this section .

, The jobs credit was included (as a component) in the
general business credit shown in the tables . The com-
ponents of the general , business credit Were shown
separately .in Table 14 .

Land

- Land, which was reported as a separate capital asset on
-the balance sheet, may be understated in this report be-
cause it could not always be identified . Some corpora-
tions may have* included land as part of depreciable or
depletable assets or included it in "other investments."
Whenever corporations included and identified land as
part of depreciable assets, the amount was reclassified as

- land, but land improvements remained as depreciable as-,
sets .' *

Loans from Stockholders

This balance sheet liability item was regarded as long-
teem In duration and Included loans to the company from
holders of the company's stock .-

Loans to Stockholders

This balance sheet asset item was regarded as long-
term in duration and included loans to persons who held .
stock in the corporation .

Low-Income Housing Credit

The Tax Reform Act of 1986 Introduced now credits for
owners of residential rental property providing low-income
housing. These credits replaced existing tax Incentives for
low-income housing such as preferential depreciation,
five-year amortization of rehabilitation expenditures and
special treatment of construction period interest and
taxes .

The Tax Reform Act of 1986 provided a credit of 70 per-
cent of the qualified basis of each new low-income build-
ing placed in service after'l986 (30 percent in the case of
certain federally subsidized new buildings or certain exist-
ing buildings purchased and placed in service) . This
c redit could be taken over a 10-year period so that the
present value of the 10 annual credit amounts at the
beginning of the credit period equaled 70 percent (or 30
percent) of the qualified basis .

The maximum"annual credit percentagefor new build-
ings placed in service during 1987 was 9 percent for each
of the 10 years in the credit period (4 percent for federally
subsidized new buildings, . and existing buildings). For
buildings placed in service after 1987 the credit percent-
age was determined by the Internal Revenue Service.

The low-income housing credit could only be claimed
for residential rental projects that meet the requirements of
one of the following tests :

20 percent or more of the residential units In the
project must be both rent restricted and occupied
by individuals whose income Is 50 percent or less
of the area median gross Income, or

(2) 40 percent or more of the residential units In the
project must be both rent restricted and occupied
by individuals whose income is 60 percent or less
of the area median gross income.

A unit was "rent restricted" If the gross rent did not ex-
ceed 30 percent of the income limitation in (1) or (2)
above for individuals occupying the unit. A corporation
could elect to classify a project under either one of the
above criteria . Once made, the election was irrevocable .

The low-income housing credit was claimed as one of
the components of the general business credit . For a dis-
cussion of the income tax limitations and carryback and
carryforward provisions of the credit, see "General Busi-
ness Credit," In this section .
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The low-income housing credit Is Included (as a com-
ponent) in the general business credit shown In the tables .
The components of the general business credit are shown
separately in Table 14.

.Members of Controlled Groups

Members of controlled groups were those corporations
related to one another generally through 80 percent or
more common stock ownership and which could file
separate tax returns, under special provisions of the Code .

These provisions also effectively covered the filing pre-
requisites for most consolidated returns since the stock
ownership requirement used to define an affiliated group
eligible to file a consolidated return was similar to the con-
trolled group ownership requirements. In computing in-
come tax, Code section 1561 limited the taxable income
brackets to a maximum amount in such brackets, whether
or not the group was included in a consolidated return .
(See "Consolidated Returns." )

The controlled group provisions applied when (1) a
common parent corporation had 80 percent or more con-
trol of one or more chains of subsidiaries (parent-sub-
sidiary group), or (2) five or fewer persons (individuals,
estates, or trusts), individually or in combination, had 80
percent or more control of each of two or more corpora-
tions, but where the sum of each person's "identical"
ownership in the group totaled more than 50 percent
(brother-sister group) . "Identical" ownership was con-
sidered to be the lowest common percent of ownership of
an individual owner in each of the corporations compris-
ing the group. Thus, If a company had ownership in each
corporation in a given group and the smallest percent
ownership was, for example, 5 percent of corporation A,
that company's identical ownership in'the entire group
was considered to be 5 percent . Combination groups
were possible when a person or persons controlled two or
more corporations, one of which was the parent of one or
more subsidiary corporations .

As of 1981, insurance companies were allowed, under
Code section 1504(c) to be included in a controlled group
with noninsurance companies, as long as the nonin-
surance companies had been members of the affiliated
group for 5 taxable years (see "Consolidated Returns") .
Prior to 1981, two or more related life insurance com-
panies were required to be treated as a controlled group
separate from any other corporation to which they were
related .

Minimum Tax Credit (*)

See: "Prior Year Minimum Tax Credit ."

Mortgage and Real Estate Loans

In general, mortgage and real estate loans were the total
amount a corporation loaned on a long-term basis, ac-
cepting mortgages, deeds of trust, land contracts, or other
liens on real estate as security .

Because the return form did not provide a separate
place for reporting any reserve for unc6llectible mortgage
and real estate loan accounts, such reserves may have
been included in the "Allowance for Bad Debts," shown In
this report as an adjustment to "Notes and Accounts
Receivable ." If a corporation reported an uncollectible
mortgage and real estate loan reserve on a separate
schedule, those amounts were moved, In this report, to
"Allowance for Bad Debts . "

Mortgages, Notes, and Bonds Payabl e

These liabilities were separated on the balance sheet ac-
cording to the length of time to maturity of the obligations
payable in less than one year or payable in more than one
year., The length of time to maturity was based on the
date of the balance sheet rather than on the date of Issue
of the obligations .

Accordingly, long-term obligations, maturing within the
coming year were included together with short-term
obligations in the statistics for mortgages, notes, and
bonds payable in less than one year .

Deposits and withdrawable shares may have been
reported in mortgages, notes, and bonds payable by
banks and savings institutions . When identified, such
amounts were transferred to "Other Current Liabilities . "

Net Capital Gains (*)

Net capital gains represented the excess of gains over
losses from the sales or exchanges of capital assets sub-
ject to the limitations described below. The long-term
capital gain holding period was "more than 6 months" for
assets acquired after June 22, 1984 and before January 1,
1988 . For assets purchased after January 1988, any
recognized capital gain or loss qualified for long-term
treatment If the assets were held for more than one year.
If the assets were held for one year or less, the gain or
loss was treated as short-term. This was the same holding
period that had applied to assets acquired before June 23,
1984 .

Net short-term gains (reduced by net long-term losses)
and net long-term gains (reduced by net short-term los-
ses) were generally taxed as ordinary income after July
1987 . Certain capital gains for some corporations, how-
ever, were subject to a flat 34 percent tax rate .
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Excess net losses could be carried back as short-term
losses to be applied against the net capital gains of the 3
preceding years ; any losses remaining after carryback .
were carried over the 5 succeeding years. Use of the car-
ryback for excess net losses was limited ; it was not al-
lowed to increase or cause a deductible "net operating
loss" for prior years and was not allowed for foreign ex-
propriation capital losses (although a special carryover
period of 10 years for such losses was allowed instead) or
-for capital losses of S corporations. A net,capital loss for
a Regulated Investment Company could be carried for-
ward 8 years instead of 5 years. If the unused capital loss
carryover was not eliminated within the prescribed span of
years, it could not be taken . Regardless of origin, all car-
rybacks and carryovers were treated as short-term capital
losses for carryback and carryover puposes .

In general, "capital assets" for tax purposes meant
property regarded or treated as an investment, such as
stocks and bonds . Code section 1221 defined the capital
assets . (or transactions) to which special treatment applied
as all property held by the corporation except :

(1) stock in trade, or property of a kind includable in
~ inventories ;

(2) property heldlor sale to customers in the ordinary

1 (3)

course of business ;
notes and accounts receivable acquired in the
ordinary course of business ;

(4)' certain short4erm Government obligations sold at
a discount ;

(5) depreciable property used in the trade or busi-
ness; real property used in the trade or business ;
and

(6) certain copyrights, literary, musical, or artistic com-
positions or similar properties .

Net gains from dispositions of some of the propert y
types excluded from the definition of capital assets under
Code section 1221 could receive capital gain treatment
under special conditions set forth in other sections, while
net gains from some of the property types included under
the definition could be denied capital gain treatment under
still other sections. For the latter, see : "Net Gain (or Loss),
Noncapital Assets . "

Under section 1231, capital gains provisions could have
.applied to a net' gain from dispositions of or certain trans-
actions Involving specified types of business assets that
were otherwise considered noncapital assets, based on
Code section 1221 . Gains and losses from the disposi-
tions or transactions first had to be aggregated . If the
overall result was a net gain, it was included in the com-
pulation of, net long-term capital gain, but if the overall
result was a net loss, it was included in the computation of
ordinary income as a net . loss from noncapitall assets .

Thus, a net gain under section 1231 could receive treat-
ment as a long-term capital gain, while a net loss under
section 1231 could receive treatment as an ordinary loss
fully deductible against all types of Income and not just
against capital gain income .

The types of property (or transactions) to which Code
section 1231 applied were :

(1) real and depreciable property used In the trade
or business, held for 6 months (or more than
one year after January 1988) and not includable
in inventory or not held for sale in the ordinary
course of business-,

(2) timber cut by the taxpayer during the year, if

(3)

owned, or held under'contract to cut, for more
than 6 months (or more than one year after
January 1988) and if an election was made under
Code section 631 to treat the cutting as a sale
or exchange of property used in trade or business
(the holding period was measured up to the time
of cutting) ;

domestic iron ore, timber, or coal, held for more
than 6 months (or more than one year after
January 1988) if disposed of under a royalty con-
tract whereby the owner retained an economic in-
terest in the property, so that under Code section
631, the net gain or loss on the royalty income was
treated as a net gain or loss on a sale or exchange
of property used in trade or business ;

.(4) unharvested crops disposed of with the land on
which they were growing and used in the business
of farming if the land was held for more than 6
months (or more than one year after January
1988) and

(5) certain livestock .

The Amounts of gain eligible for capital gains treatment
under Code section 1231 was reduced in the case of cer-
tain real and depreciable property by Code sections 1245,
1251, 1252, and 1254, and in the case of certain mining
property, by section 617. .

Net gains and certain net losses under Code section
1231 also resulted from "involuntary conversions,' .' not
only of the property types or transactions otherwise
covered ' by Code section 1231, but also of the capital as-
sets defined in Code section 1221, If they were held for
more than 6 months (or more than one year after January
1988) . Gain or loss from Involuntary conversions such as
by condemnation were included in the regular consolida-
tion of Code section 1231 gains and losses . However, a
separate netting of gains and losses was required for in-
voluntary conversions by theft, or from fire, 'storm,
shipwreck or other casualty, whether insured or unin-
sured . .1f,the result was a net loss, it was treated as a fully
deductible loss (without regard to other Code section

'I
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1231 transactions) and was excluded from the capital gain
statistics . if, on the other hand, the result was a net gain,
then it was consolidated with other gains and losses under
Code section 1231 .

See the discussions of "Net Gain (or Loss), Noncapital
Assets" and "Other Deductions . "

Net Gain (or Loss), Noncapital Assets (* )

In general, "noncapital assets" related to property of a
business nature . Special rules governing the computation
of a net gain or loss from noncapital assets were provided
under Code section 1231 . Transactions treated under.
these special provisions included : (1) the sale or ex-
change of real or depreciable property used in a trade
business; (2) the cutting or disposal of timber treated as a
sale or exchange under Code section 631 (a) and (b) ; (3)
the disposal of coal or iron ore treated as a sale under
Code section 631 (c) ; (4) the sale or exchange of livestock
(excluding poultry) used in a trade or business for draft,
breeding, dairy, or sporting purposes ; (5) the sale or ex-
change of unharvested crops ; and (6) the involuntary con-
version of property or capital assets due to partial or total
destruction, theft, seizure, requisition, or condemnation .

Transactions not treated under the section 1231
provisions included the sale or exchange of : (a) inventory
or property ordinarily held for sale ; (b) certain copyrights ;
(c) literary, musical, or artistic compositions ; (d) letters or
memorandums; (e) U.S . Government publications ; or
other similar property.

Under section 1231, capital gains provisions could have
applied to a net gain from dispositions of or certain trans-
actions involving specified types of business assets that
were otherwise considered noncapital assets, based on
Code section 1221 . Gains and losses from the disposi-
tions or transactions first had to be aggregated . If the
overall result was a net gain, it was included in the com-
putation of net long-term capital gain, but if the overall
result was a net loss, it was included in the computation of
ordinary income as a net loss from noncapital assets.

For a long-term capital gain or loss, the required holding
period of the asset was more than one year for assets ac-
quired before June 23, 1984 and after December 31, 1987 .
The long4erm holding period was more than six months
for assets acquired after June 22, 1984 and before
January 1, 1988 .

Gains and losses resulting from involuntary conversions,
due mostly to casualty and theft, received special treat-
ment . Such losses were to be included in the computa-
tion of "net gain or loss, noncapital assets." However,
some corporations reported them in "Other Deductions,"
in which case, the losses were included in the statistics for

"Other Deductions ." No attempt was made to recompute
the net gain or loss from noncapital assets for such
returns .

The amount of gains (but not losses) on dispositions of
property includable in the computation of net gain or loss
under Code section 1231, was limited as a result of sec-
tions 1245, 1250, 1252, 1254 (described below), and 617.
To the extent the amount eligible for capital gains treat-
ment was thereby reduced, the amount included in the
statistics for net gain or loss, noncapital assets, was in-
creased .

Code sections 1245 and 1250 applied to certain
depreciable property . Section 1252 prescribed additional
rules for much of this same property If it was used in the
business of farming, as well -as for certain other types of
property used in farming and covered under section 1231 .
Section 617 applied to certain depletable property.

Code sections 1245 and 1250 :

The depreciable or amortizable property to which Code
section 1245 applied was : (1) personal property other
than livestock, whether tangible (such as machinery and
equipment) or intangible (such as patents and
copyrights) ; and (2) other tangible property including cer-
tain realty other than, buildings and their structural com-
ponents, If it were an Integral part of specified business
activities, or which constituted research or storage
facilities used in connection with such activities . The busi-
ness activities qualifying were manufacturing, production,
or the providing of transportation, communications,
electrical energy, gas, water, or sewage disposal services .

The depreciable property to which Code section 1250
applied was depreciable real property not subject to
recapture rules under section 1245 . In general, this
property consisted of buildings and their structural com-
ponents, in the case of tangible property; or leaseholds of
land, in the case of intangible property . Section 1250
generally applied when depreciation was computed using
an accelerated method of computation .

The amount of gain on dispositions of depreciable
property under Code sections 1245 and 1250, treated as
ordinary income and included in the statistics for net gain
or loss, noncapital assets, generally depended upon the
amount of depreciation, or amortization for certain proper-
ty, claimed on the asset after a certain date prior to its dis-
position .

Code section 1252:

Under Code section 1252, net gain or loss from non-
capital assets Included ordinary gains from the sale or
other disposition of certain types of farm lands whic h
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would otherwise have been eligible for long-term capital
gain treatment under section 1231 . Dispositions already
regarded as ordinary gain or loss using section 1250 rules
were excluded .

This recapture was based on
'
a declining annual per-

centage of total deductions for expenditures . The per-
centage was reduced to zero whe~ land was held for 10
years or more, at, which time the additional recapture did
not apply.

Code section 1254 :

long-term capital gain reduced by net short-term capital
loss presented in Tables 2, 3, and 9. The net long-term
capital gain did not include the net recognized built-in
gains of S corporations which were formerly C corpora-
tions .

The statistics for net income (or deficit) also included
the "effectively connected Income" of foreign corporations
operating, in the United States . Generally, 'Income was
considered effectively connected If the foreign corporation
conducted a trade or business in the United States and
the income was attributable to that business .

Code section 1254 required that a gain from the disposi-
tion of oil, gas, or geothermal property placed in service
before January 1, 1987 be treated as ordinary income.
When the disposition of such property resulted in a gain,
the Intangible drilling costs, depletion, mine exploration
and development costs were to be recaptured under
Code sections 263, 616, and 617.

Met Income (or Deficit) (*)

This was the difference between gross receipts and the
ordinary and necessary business deductions allowed by
the Code, and reflected not only actual receipts but "con-
structive" receipts as-well (i .e., certain income from Con-
trolled Foreign Corporations and foreign dividend
gross-up) . Interest from State and local government
obligations was'excluded from this Item .

Net income was generally larger than the amounts
shown in the statistics for "Income Subject to Tax ." Cer-
tain statutory special deductions, Including the net operat-
ing loss deduction, were allowed to most corporations for
computing their taxable income. Income subject to tax
generally represented net Income reduced by the
statutory 'special deductions. ~'These statutory special
deductions, however, were not allowed to r~duce certain
taxable Income of S corporations, life insurance com-
panies, regulated Investment companies, and real estate
investment trusts.

Also Included in the net Income was 'ordinary income
from the normal trade or business activities of S corpora-
tions. Although the Income was taxable to the
shareholders, it was used for the statistics as a measure of
corporate business activity for these companies . - For tax
purposes, net Income for S corporations excluded passive
Income such as rents and other portfolio investments .
(This Income was also taxable to the shareholders .) Cer-
tain long-term capital gains, however, were taxable to S
corporations, before the gains were passed through to the
shareholders . These gains were excluded from net In-
come. When the capital gains were taxable to the S cor-
poration, the gains were Included in the statistics for ne t
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For non-Iffe Insurance companies subject to tax under
Code section 831, the net income (or deficit) in this report
was the sum of investment income, the statutory under-
writing income, and certain other statutory receipts unique
to these companies reduced by the ordinary business
deductions and certain other statutory deductions .

Some small non-life insurance companies could elect to
compute income tax on their taxable investment income
only. Under the election, they were not required to report
underwriting - Income. To make the election the
company's net or direct written premiums we

'
re required

to be over $350,000 but not over $1,200,000 . Therefore,
the statistics for net income included only net Investment
income for those companies .

In the statistics, the net income (or deficit) for life In-
surance companies, consisted of the gain or loss from
operations adjusted by adding back the special - deduc-
tions for dividends received and for operating losses in-
curred. Gain or loss from operations included both
underwriting and investment income, reduced by ordinary
business deductions, additions to required reserves, cer-
tain other statutory deductions unique to these com-
panies, and deductions for dividends received and
operating losses incurred .

Provisions under Code section 1504(c) allowed corpora-
tions to elect :to include their domestic Insurance com-
panies in a consolidated tax return . There could be three
separate components of this type of consolidated return :
(a) non-insurance companies ; (b) life Insurance com-
panies; and (c) 'property and casualty insurance com-
panies.

For companies which elected to file a consolidated'
return under Code .section 1504(c), net Incomein theme .in the
statistics represented the aggregate for the separate com-
ponents of . the consolidation . However, specific limita-
tions were Imposed on the use of nonlife business activity
losses as an offset to life Insurance gains for the purpose
of compuMlng Income tax. The income tax was based on a
portion of the consolidated amount of Income subject to
tax. As a result, a consolidated return under Code section,
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1504(c) with a net deficit could report income subject to
tax .

Noncalendar Year Return s

Net Long-Term Cap
.
ital Gain Reduced by Net

Short-Term capital Los s

See "Net Capital Gains" in this section .

Net Long-Term Capital Gain Taxed at Alternative Rate

M

The alternative tax on capital gains was repealed by the
Tax Reform Act of 1986. The repeal became effective July
1, 1987, the same effective date for the revised corporate
tax rates .

See "Net Capital Gains" in this section .

Net Operating Loss Deduction (*)

See: "Statutory Special Deductions . "

Net Short-Term Capital Gain Reduced by Net

Long-Term Capital Los s

See "Net Capital Gains" in this section .

Net Worth

Net worth represented the stockholders' equity in the
corporation (total assets minus the claims of creditors) . In
the statistics, net worth comprised the net sum of the fol-
lowing items :

(1) capital stock ;

(2) paid-in or capital surplus ;

(3) retained earnings, appropriated ;

(4) retained earnings, unappropriated ;

(5) less the cost of treasury stock ;

Four additional items were included in net worth for cor-
porations filing Form 11 20S :

(1) accumulated adjustments account ;

(2) other adjustments account ;

(3) other retained earnings, 11 20S ; and

(4) shareholders' undistributed taxable income. Each
of these items was explained under its own head-
ing in this section .

Returns filed for a 12 month accounting period ending
'

In
other than December were Included In this classification .
Figure B In section 1 shows the percentage of returns filed
for each of the accounting periods covered In this report .

Nonconventional Source Fuel Credi t

This credit was allowed for the sale of qualified fuels
produced from a nonconventional source . Prior to 1980,
no income tax credit was available for the production and
sale of fuel derived from energy sources other than oil and
conventional sources of natural gas . Congress en-
couraged the use of fuels derived from other energy sour-
ces by providing a tax incentive for their production and
sale. Because these alternative fuels frequently competed
with oil and gas, production incentives were linked to the
uncontrolled price of domestic oil and were to be phased
out when efficiently produced alternative fuels could com-
pete effectively with oil .

In general, the amount of credit was equal to $3 for each
quantity of fuel that would yield energy equal to that of a
barrel of oil, the so-called barrel-of-oil equivalent which
was approximately 5.8 million British Thermal Units
(BTU's) . The Crude Oil Windfall Profit Tax Act of 1980
provided a tax credit for the domestic production and sale
of qualified fuels to unrelated persons. Such fuels general-
ly had to be produced and sold after December 31, 1979,
and before January 1, 2001, from facilities placed in ser-
vice after December 31, 1979, and before January 1, 1990,
or from wells drilled after December 31, 1979, and before
January 1, 1990, on properties which began production
after December 31, 1979 . Only production within the U .S.
or a U.S . possession was taken into account .

The credit was available for production and sale of the
following :

fuel produced from shale and tar sands ;

gas produced from geopressurized brine, Devonian
shale, coal seams, or a tight formation ;

gas produced from biomass ;

liquid, gaseous, or solid synthetic fuel (including al-
cohol) produced from coal (including lignite), in-
cluding such fuels when used as feedstocks;

qualifying processed wood fuels ; and

steam from solid agricultural byproducts (not in-
cluding timber byproducts) .

The tax credit was to be phased out proportionately as
the annual average wellhead price for a barrel of uncon-
trolled domestic oil (the "reference price") rose, adjusted
for inflation. The reference price was estimated by the
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Secretary of-the Treasury and published, together with the
inflation adjustment factor, by April of the year following
that for which the credit was to be computed . The infla-
tion adjustment factor was the gross national product
(GNP)'Impiicft price deflator for the calendar year ex-
pres sed as a percent of the GNP implicit price deflator for
1979.

Notes and Accounts Receivabl e

In general, notes and accounts receivable were the
gross" amounts arising from business sales or services to

customers on credit during the ordinary course of trade or
business . These current assets would normally be con-
verted to cash within 1 year . This category included cer-
tificates of deposit, commercial paper, charge accounts,
current Intercompany receivables, property improvement
loans, and trade acceptances . Current nontrade receiv-
ables were generally included . in "Other Current Assets . "

Certain savings and loan associations reported loans
and mortgages as notes and accounts receivable . When
identified, such mortgage loans were included in the
statistics

*
for "Mortgage and Real Estate Loans," rather

than "Notes and Accounts Receivable . "

The "gross". amount of the receivables and the cor-
responding adjustment account, "Allowance for Bad
Debts," were reported on the balance sheets of most cor-
poration income tax forms. For an explanation of the ad-
justment account, see : "Allowance for Bad Debts ." Some
corporations,' however, reported only the net amount of
the accounts receivable .

. In the case of life insurance compa
'
nies, balance sheet .

data were extracted from the annual statement attached to
the Income tax return, Form 1120L . Form requirements of
the annual statement were * prescribed under State law

.
'

Consequently, data reported on the annual statement
were not always comparable to that reported on the
balance sheet of the Income tax returns of noninsurance
companies. For, example, only the net amount of the ac-
counts receivable was reported on the annual statementt ,
for life insurance companies.

For mutual property and casualty insurance companies,
balance sheet datat were extracted from the income tax
return, Form 1120-PC, rather than the annual statement,
beginning with 1987 . The balance sheet on the Form
1120-PC provided for reporting both the "gross" receiv-
ables and the allowance for bad debts . Prior to 1987,
these companies,filed income tax returns on Form 11 20M,
which did not include a balance sheet . The balance sheet
data - for the statistics were extracted from the annual
.statements attached to the returns . Only the net amount
of the accounts receivable was reported on the annual
statements. The refore, the tax form change, from Form

I I20M to Form I I 20-PC, affected the comparability of the
balance sheet data, before and after 1987, for mutual
property and casualty insurance companies .

Stock property and casualty insurance companies also
filed income tax returns on the Form 1120-PC, beginning
with 1987. However, prior to 1987 these companies
reported balance sheet data on the income tax return,
Form 1120 or Form 1120-A. Balance sheet data for the
statistics were not extracted from an annual statement .
Therefore, the change In tax forms did not affect the com-
parability of balance sheet data for nonlife stock Insurance
companies.

"Notes and Accounts Receivable, Net" were presented
in the statistics for tables 6 and 7 . The amount shown was
after the reduction for the allowance for bad debts .

Number of Returns

Returns of inactive corporations were excluded from the
statistics . (See "Returns of Inactive Corporations .") For
most tables, the total number of returns represented all
active corporations which filed the various types of Form
11 20 tax. returns sampled for the corporate program. For
some tables, the number of returns was limited to cor-
porations which filed'specific types of Form 1120 . Those
included Form 1120-A, Form 1120S, and Form 1120F :
The number of returns was limited for other tables by ex-
cl ud Ing specific types of Form 11 20. Those tables, were
limited to Forms 1120, other than Forms 1120S, 1120-
REIT, and 1120-RIC . One table was limited to the number
of consolidated returns of active corporations . The num-
ber of returns with net income was also provided in some
tables, while other tables were limited to returns with net
income. The number of returns with income tax was
provided in one table.

See also : "Consolidated Returns" and "Returns of Active
Corporations . "

Orphan Drug Credit

Orphan drug credit was a credit against tax for an
amount equal to 50 percent of the qualified clinical testing
expenses of certain drugs for rare disease or conditions.
In order to claim the credit, the expenses must have been
for a drug that was designated as an orphan drug under
Section 526 of the Federal Food, Drug and Cosmetic Act .
Form 6765 is used for claiming the orphan drug credit .
The income tax against which the credit was applied was
the remaining U.S . income tax after reductions, by the
credits for taxes paid to foreign countries and posses-
sions .
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Other Adjustments Account

The other adjustments account was maintained only by

S corporations that had accurnlated earnings and profits
at year end . The account was adjusted for tax-exempt in-
come and nondeductible expenses of the corporation .
After these adjustments the account was reduced for dis-
tributions made during the tax year.

Other Assets (*)

In general, other assets were comprised of noncurrent
assets which were not allocable to a specific account on
the balance sheet, and certain assets not identified as cur-
rent or noncurrent. Both tangible and intangible assets
were included in this category.

Also Included were assets such as : deposits on con-
tracts, interest discounts, and guaranty deposits, when
reported as noncurrent assets . Other assets of life in-
surance companies included the market value of real es-
tate and that portion of stock and bond holdings in excess
of book value .

When identified on the tax return, assets held for invest-
ment were not included in "Other Assets. "

Other Capital Assets Less Reserves

This item, shown in Tables 6 and 7, consisted of
depletable assets less accumulated depletion, land and in-
tangible assets less accumulated amortization . Each is
described separately under its own heading in this sec-
tion .

9

Other Credits and Payments

cess of billings for contract work in progress reported as
current by construction corporations .

When reported by certain nonconsolidated financial
companies, inventories were included In the statistics for
other current assets, rather than for Inventories . Those
nonconsolidated financial companies Included banks,
credit agencies, insurance companies, Insurance agents,
brokers, real estate operators, lessors, condominium
management and cooperative housing associations. In-
ventories were included in other current assets if reported

by bank holding companies, whether consolidated or non-
consolidated .

Other Current Liabilities (*)

Other current liabilities included certain amounts due
and payable within the coming year . The account was
comprised of accrued expenses, as well as current pay-
ables not arising from the purchase of goods and ser-
vices. Examples of other current liabilities were taxes
accrued or payable, accrued employee accounts such as
for payrolls and contributions to benefit plans, dividends
payable, overdrafts, accrued interest or rent, and deposits
and withdrawable shares of banking and savings Institu-
tions, if not reported as long-term by the corporation . For
construction corporations, amounts for uncompleted con-
tracts or jobs in progress were included in this Item, If
reported as current .

Balance sheet data for mutual property and casualty in-
surance companies were extracted from the income tax
return, Form 1120-PC, rather than the annual statement,
beginning with Tax Year 1987 . Prior to that year, these
companies filed tax returns on Form 11 20M, which did not
include a balance sheet. The balance sheet data were
then extracted from the annual statement attached to the
returns .

This amount, shown In Table 8, was the sum of overpaid

windfall profits tax, credit for tax paid by regulated Invest-
ment companies and credit for federal tax on special fuels
and oils . Each is explained under its own heading in this
section.

Other Current Asset s

Other current assets included assets not allocable to a
specific current account listed on the balance sheet of the
tax form and assets reported as short-term, but without
identification of a specific current account .

Marketable securities, prepaid expenses (unless
reported as long-term), nontrade receivables, coupons
and dividends receivable, and similar items were included
in this asset account. Also included were amounts in ex-

The comparability of balance sheet data could have
been affected by differepces In reporting on the income
tax return Form 11 20-PC, beginning with 1987, and on the
annual statement for years prior to 1987 . Mutual property
and casualty insurance companies frequently Included
"Losses" in "Other Liabilities" on the Income tax return.
Whereas in prior-years, "Losses" were reported on the an-
nual statement and included in "Other Current Liabilities"
during statistical processing. Thus, "Other Current
Liabilities" may be understated while "Other Liabilities"
may be overstated, compared to the pre-1987 data, ob-
tained from the annual statement.

Stock property and casualty insurance companies also
filed Income tax returns on the Form 11 20-PC, beginning

with 1987 . However, prior to 1987 these companies
reported balance sheet data on the Income tax return,
Form 11 20 or Form 11 20A rather than an annual state-
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ment . Therefore, the comparability of balance sheet data, .
before and 'after 1987, was not generally affected by the
fax return filed by" nonlife stock insurance companies .

Other Deductions (*)

. Other deductions comprised : (1) business expenses
which were not allocable to a specific deduction item on
the tax return, or which were not included elsewhere on
the tax return, and (2) certain amounts which were given
special treatment in the course of statistical processing,
and (3) the amount for salaries and wages reported on the
tax return .

The first category included such items as administrative,
general, and selling expenses ; bonuses and commissions
(unless -reported as cost of goods or salaries and wages) ;
delivery, freight, and shipping 'expenses ; sales discounts ;
travel and entertainment expenses ; utility expenses not
reported as pan of the cost of goods sold ; and similar
itervis . The second category included amortization of in-
tangible drilling costs, unrealized profit on current-year in-
stallment sales, direct pensions (paid by a company to an
individual but not to pension plans), employee welfare (but
not payments to welfare or benefit plans), moving expen-
ses (for employees), partnership net losses, and
patronage dividends paid . Also included were Itemized
business deductions and other deductions unique to life
and property and casualty insurance companies . For cor-
porations filing a Form 1120-A, advertising, depletion, and
deductions for pension, profit-sharing and employee
benefit plans were included in Other Deductions.

The statistics for other deductions may include losses
resulting, from involuntary conversions by theft, or from
fire, storm, shipwreck, or other casualty, if these losses
were reported in the taxpayer's . own schedule for other
deductions. For the statistics, no attempt was made to
transfer the data to the ordinary gains or losses computa-
tion. Losses from involuntary conversions which were
reported as ordinary losses on Form .47.97, Supplemental
Schedule of Gains and Losses, were included in the statis-
tics for "Net Gain (or Loss), Noncapital Assets ." See also
the discussion under "Net Capital Gains" in this section .

Other Investments (* )

This category generally included long-term non-Govern-
ment investments and certain investments for which no
distinction could be made as to their current or long-term
nature . Non-Government investments were generally not
held for conversion to another form of investment within
the current year. Examples of non-government invest-
ments included stocks, bonds, loans to subsidiaries,
treasury stocks reported as assets, and other types of
financial securities .

Real estate not reported as a fixed asset could also be
included. In certain instances, land and buildings owned
by real estate operators (except lessors of real property
other than buildings) were reported as "Other Invest-
ments ." Certain insurance carriers also included their real
holdings (other than their home and branch office build-
ings and equipment) in this asset category.

When inventories were reported by companies within
certain financial Industries, the amounts were Included In
the statistics for "Other Investments ." For commodity
brokers, dealers, and exchanges and other holding and in-
vestment companies - (except bank holding companies),
inventories were included in "Other Investments" for those
companies which were nonconsolidated or consolidated
with only financial subsidiaries . Inventor! eis were Included
in "Other Investments" when reported by security brokers
and dealers, whether consolidated or nonconsolidated .

The statistics may be somewhat overstated by amounts
reported for treasury stock. When treasury stock held for
resale or for future distribution was reported .as . an asset,
rather than a liability, the treasury stock was included in
the statistics for "Other Investments. "

Balance sheet data for mutual property and casualty in-
surance companies were extracted from the income tax
return, Form 1120-PC, rather than the annual statement,
beginning with Tax Year 1987 . Prior to 1987, these com-
panies filed tax returns on Form 1120M, which did not In-
clude a balance sheet. The balance sheet data were then
extracted from the annual statement attached to the
returns.

Some mutual property and casualty insurance com-
panies included "Investments in Government Obligations"
with "Other Investments" on the income tax return, Form
1120-PC. When identified, the amounts were -included in
the statistics for "Investments in Government Obligations"
and excluded from "Other Investments . "

. , The comparability of balance sheet data could have
been affected by differences in reporting on the annual
statement for years prior to 1987 and on the income tax
return Form 1120' -PC, beginning with 1987. Comparison
of data reported on the annual statement to that reported
on the Form 1120-PC indicated that "Investments in
Government Obligations" was often more clearly identified
on the annual statement than on the Income tax return .
Thus, the statistics could be overstated for "Other Invest-
ments" and understated for "Investments In Government
Obligations," to the extent that "Investm -

ents in Govern-
ment Obligations?~ may not have been identified on the tax
return .

Stock property and casualty insurance companies also
filed income tax returns on.the Form 1 .120-PC, beginnin g
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with 1987. However, prior to 1987 these companies
reported balance sheet data on the income tax return,
Form 1120 or Form 1120-A, rather than an annual state-
ment . Therefore, the comparability of balance sheet data,
before and after 1987, was not generally affected by the
tax return filed by nonlife stock Insurance companies .

Other Investments and Loans

Stock property and casualty insurance companies also
filed income tax returns on the Form 1120-PC, beginning
with 1987 . However, prior to 1987 these companies
reported balance sheet data on the Income tax return,
Form 1120 or Form 1120A rather than an annual state-
ment . Therefore, the comparability of balance sheet data,
before and after 1987, was not generally affected by the
tax return filed by nonlife stock insurance companies .

This Item, shown in Tables 6 and 7, was the sum of
loans to stockholders, mortgage and real estate loans,
and other investments. Each was described separately
under its own heading in this section .

Other Liabilities (* )

Other liabilities were obligations which were not al-
locable to a specific account on the balance sheet and
which were either noncurrent accounts, in general not due
within 1 year, or accounts which could not be identified as
either current or long-term. The excess of reserves for
amortization, depreciation, and depletion over the respec-
tive asset accounts were included in this balance sheet
account.

Examples of other liabilities were deferred or unearned
income not reported as pan of a current account,
provisions for future taxes based on the effects of either
accelerated depreciation or possible income tax adjust-
ments such as for the investment credit, and principal
amounts of employee and similar funds . Accounts and
notes payable, borrowed securities, commissions, inter-
company accounts, loans, overdrafts, and unearned in-
come are also included .

Balance sheet data for mutual property and casualty in-
surance companies were extracted from the income tax
return, Form 1120-PC, rather than the annual statement,
beginning with Tax Year 1987 . Prior to that year, these
companies filed tax returns on Form 1120M, which did not
include a balance sheet. The balance sheet data were
then extracted from the annual statement attached to the
returns.

The comparability of balance sheet data could have
been affected by differences in reporting on the income
tax return Form 11 20-PC, beginning with 1987, and on the
annual statement for years prior to 1987 . Mutual property
and casualty insuiance companies frequently included
"Losses" in "Other Liabilities" on the income tax return .
Whereas in prior years, "Losses" were reported on the an-
nual statement and included in

'
"Other Current Liabilities"

during statistical processing . Thus, "Other Liabilities" may
be overstated while "Other Current Liabilities" may be un-
derstated, compared to the pre-1987 data, obtained from
the annual statement .

Other Receipts N

Other receipts included amounts not elsewhere
reported on the return form, such as : profits from sales of
commodities other than the principal commodity In which
the corporation dealt ; income from minor operations ; cash
discounts ; income from claims, license rights, judgments,
and joint ventures; net amount earned under operating
agreements; profit from commissaries ; profit on prior-
years' collections (installment basis) ; profit on the pur-
chase of a corporation's own bonds; recoveries of losses
and bad debts previously claimed for tax purposes ;
refunds for the cancellation of contracts ; and Income from
sales of scrap, salvage, or Waste .

Also regarded as other receipts were certain dividends
received, such as from Federal Reserve and Federal
Home Loan Banks, and from the following special classes
of corporations : corporations deriving a large percent of
their gross income from sources within a U.S . possession ;
and tax-exempt charitable, educational, religious, scientific
and literary organizations, and mutual and cooperative
societies including farmers' cooperatives . Payments with
respect to security loans and net foreign currency gains
for regulated investment companies and the gross rents
from real property of real estate investment trust com-
panies were also included in other receipts .

See also, "Business Receipts . "

Other Retained Earnings, 1120S

Other retained earnings, 1120S, include the ap-
propriated and unappropriated retained earnings accumu-
lated in prior years when the S Corporation was a C
corporation or a "small business corporation" prior to
1983 . Generally, the S Corporation would have a balance
in Retained Earnings, 1120S only If it had ending balances
in appropriated or unappropriated retained earnings prior
to the current tax year.

Overpaid Windfall Profits Tax (* )

A c
.
orporation which overpaid its windfall profit tax could

claim a credit for the overpayment on its income tax
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return. Although the producer of oil was liable for the tax,
the first purchaser of the oil generally withheld, the tax and
deposited ft. The producer could claim any overwithhold-
Ing as a credit against its income tax .

The windfall profit tax was a federal excise tax on the
.windfall" profit from domestically produced *crude oil . For
newly

d -
Iscovered oil, the tax rate decreased from 22 .5

percent In 1987 to 20 percent in 1988.

The windfall profit tax
'
was repealed by the Omnibus

Trade and Competitiveness Act of 1988, for crude oil
removed on after August 23, 1988 . Rules for phasing out
the tax were provided under Chapter 45 of the I .R . Code .

Overpaid windfall . profit tax credit was presented inrTable 13 .

Overpayments Claimed is
-
a Credit

This was overpayments of income tax for 1987 that were
not refunded. Instead of requesting refunds, certain cor-
porations specifically requested that the tax overpayments
be credited towards their 1988 estimated tax. The credit
was - reflected in the estimated tax payments shown in
Table 8 .

A request for an extension of time to file the return did
not postpone the payment of tax . When an extension was
filed on Form 7004, the full amount of tax liability was due .

The statistics may be slightly understated because of
taxpayer reporting variations and because of the Inability
to identify the total amount of the payments from the tax
returns .

. Pension, Profit-Sharing, Stock Bonus, and Annuity
Plans

Employers who maintained a pension, profit-sharing or
other funded deferred compensation plan were required
to file a Form 5500, 5500-C, 5500-R, or 5500EZ depending
on the number of participants. Contributions made -by
employers to these plans were deductible under Code
section 404 . . Excess contributions could be carried over
to succeeding years.

erP sonal Holding Company Tak

Paid-In or-Capital Surplus

This balance sheet Rem comprised additions to the
corporation's capital from sources other than earnings.
These sources included appreciation of assets, receipts
from the sale of capital stock in excess of stated value,
stock redemptions or conversions, and similar transac-
tions. . The amounts, shown were after deducting any
negative. arhounts.

Part-Year Returns

Part-year returns were those filed for accounting periods
of less than 12 months . Such returns were filed as a . result
of business liquidations, reorganizations, mergers, * and
changes to new accounting periods . Data from part-year
returns were included in the statistics. See: Figure B in
section 1 for the percentage of returns filed for each of the
accounting periods covered in this report .

Payments With Applications for Extension of Filing
Time (Form 7004)

These statistics were derived from the income tax
returns, rather than from the application for extension of
time to file, Form 7004. The automatic extension of time
to file a corporate tax return was 6 months .

In addition to the regular income tax and the,alternative
minimum tax, corporations classified as personal holding
companies could be liable for a tax equal to 28 percent of
their "undistributed personal holding company income .,,
A corporation was treated as a personal holding company
under Section 542 if at least 60 percent of its adjusted or-
dinary gross income for the tax year was personal holding
company income and, at any time during the last half of
the tax year, more than 50 percent of the value of its out-
standing stock was owned directly or indirectly by not
more than five individuals .

The tax was imposed on the . personal holding
company's undistributed income after certain adjustments
less the dividends paid deduction. Since most personal
holding companies distributed all of their personal holding
company income, only a small number were actually liable
for the tax.

The tax was included in the statistics for industries other
than "Holding and Other Investment Companies," be-
cause a personal holding company could be a subsidiary
included in a consolidated return classified In another In-
dustry. The following corporations were exempt from per-
sonal holding company tax : corporations exempt from
income tax, banks, domestic building and . loan associa-
tions, life insurance and security companies, certain lend-
Ing and finance companies, foreign personal holding
.companies, and certain small business investment com-
panies .
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The statistics could be slightly understated because the
personal holding company tax was not always reported
separately from the regular income tax .

Prior Year Minimum Tax Credit (*)

Beginning in 1988, corporations could reduce their
regular income tax liability with the prior year minimum tax
credit, If an alternative minimum tax had been paid for any
year after 1986. The credit was designed to prevent
double taxation of the same income. The dual tax could
result from the Imposition of tax on the same income
under the alternative and regular tax systems . Under the
alternative tax system, a corporation could be required to
pay a portion of tax that would otherwise be deferred
under the regular system . The minimum tax credit could
act as a mechanism to coordinate the two tax systems .

The credit was allowed for a portion of the alternative
minimum tax from a prior year. The prior year alternative
minimum tax was recomputed to disregard three tax
p reference items : percentage depletion, charitable con-
tributions of appreciated property, and tax exempt interest
on bonds. The credit was limited to the excess of regular
tax after credits over the current year tentative minimum
tax. Any unused portion of the prior year minimum tax
credit could be carried forward indefinitely to reduce the
regular tax. The credit was not designed to reduce any
minimum tax liability . There were no carryback provisions
for this tax credit .

See also, "Alternative Minimum Tax. "

Real Estate Investment Trust

Certain corporations, trusts, or associations elected to
be taxed as a real estate investment trust (REIT) . To
qualify as a real estate Investment trust, the trust had to
meet certain ownership, purpose, income and diversifica-
tion requirements . A beneficial ownership of the trust had
to be established through transferable shares or trans-
ferable certificates of beneficial interest. The beneficial
ownership had to be held by 100 or more persons, how-
ever, this rule did not apply for the first tax year of the
trust . The trust could not be closely held Le, five or fewer
persons could not hold * ownership of more than 50 per-
cent of the trust. . This rule did not apply for the first tax
year of the trust.

To qualify as a real estate investment trust for any tax
year, the trust also had to satisfy certain gross income and
diversification of Investment requirements . These require-
ments were established through limitations on income.
The limitations were imposed on the components of in-
come and percentages of total gross income from certain

components . For the purpose of computing the limita-
tions, certain prohibited income was excluded from the
total gross Income.

At least 95 percent of the total gross Income of a real es-
tate investment trust was required to be from : (a)
dividends, (b) Interest, (c) rents from real property, (d)
gain from the sale of stock, securities, and real property,
(e) abatements and refunds of taxes on real property, (Q
income and gain from foreclosure property, (g) gain from
the sale of a real estate asset which was not a prohibited
asset, and (h) amounts received or accrued as considera-
tion for entering into agreements :

(1) to make loans secured by mortgages (on real
property or on interest in real property) ; o r

(2) to purchase or lease real property (including inter-
est in real property and interest In mortgages on
real property) .

At least 75 percent of the total gross income of a real es-
tate Investment trust had to be derived from (a) rents from
real property, (b) interest on obligations secured by
mortgages on real property (or' on interests in real proper-
ty) (c) gain from the sale of real property which was not
prohibited property (including interests in real property
and interest in mortgages on real property) (d) dividends
and gain from the sale of transferable shares (or trans-
ferable certificates of beneficial interest) in other qualified
real estate investment trusts (e) abatements and refunds
of taxes on real property, (Q income and gain from
foreclosure property, (g) gain from the sale of a real estate
asset which was not a prohibited sale, and (h) amounts
received or accrued as consideration for entering into
agreements concerning real property.

Less than 30 percent of the total gross Income of a real
estate investment trust could be derived from the sale or
other disposition of: (a) stock or securities held for less
than one year (b) property in a transaction which was a
prohibited transaction, and (c) real property (including in-
terests in rdal propeny and interests in mortgages on real
property) held for less than four years other than :

(1) property convened involuntarily or in compliance
with tax laws and

(2) property which was foreclosure property.

At the close of each quarter of a taxable year, a real es-
tate investment trust also had to satisfy certain asset re-
quirements . At least 75 percent of its total assets were to
consist of real estate assets, cash and cash items (includ-
ing receivables), and Government securities . No more
than 25 percent of its total assets could consist of
securities other than Government securities . Limitations
were . further imposed on the amount of securities that
could be issued to the trust by any one Issuer. For a
single issuer, the value of securities was limited to 5 per-
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cent of the total assets of the trust and to 10 percent of the
outstanding voting securities of the issuer.

Financial institutions such as mutual savings banks,
cooperative banks, domestic building and loan associa-
tions, savings and loans associations and insurance com-
panies to which subchapter L of the Code applies'could
not make this election . Foreign corporations were also
excluded from this provision of U.S . tax law.

Recapture of Investment Credit

This tax was formerly described as'"Tax from Recom'-
puting Prior-Year Investment Credit," In the statis

.
tics. The

recapture tax was required when depreciable (or amor-
tizable) property, used in computing the investment credit
of a prior year, was either disposed of or ceased to be
qualifying property before the end of its useful life as-
sumed at the time the credit was originally computed .

The tax was payable for the year in which the property
was disposed of or became disqualified . It amounted to
the difference,between the credit originally claimed, based
on the Intended life in the year of acquisition, and the
credit that would have been allowed, based on the actual
life in the year of disposition or disqualification. For Invest-
ment credit property placed in service after 1980, a "27-p'er-
cent" recapture rule applied . The regular credit was
computed upon early disposition by allowing a 2 percent
credit for each year the property was held . Therefore, no
recapture was required for eligible 5-year, 10-year, or 15-
year recovery property held for at least 5 years or for
eligible 3-year property held for at least 3 years . If certain
"Ilsted property" such as transportation,,- entertainment,
recreation or amusement property placed in

'
service after

June 18, 1984 ceased to be used predominantly for busi-
ness, corporations would have to recapture the invest-
ment credit claimed for the property .

Unless otherwise indicated, the recapture tax . of invest-
ment credit was included in the statistics,for "Income Tax"
in this report .

See also, "Investment Credit. "

Recapture of Low-income Housing Credit'

A part of the low-income housing credit, claimed In a
previous year, had to be recaptured In a current tax year
throughout the compliance period when :

(1) an owner's qualified basis In the building decreased
from the previous tax year, or

(2) the building or an interest, In the building was dis-
posed of after the credit was taken In previous
years, or

(3) a building failed to meet the percentage require-
ments for the number of low-income units (,set
aside" requirements) .

The decrease in basis had to exceed anyadditions to
the qualified basis In the property after the property was
placed in service. The recapture rule was not required for
disposition of a building, If the owner had posted a satis-
factory bond .

The amount of the recapture Was based on the ac-
celerated portion of the low-income housing credit
claimed in previous years. This amount was generally
equivalent to one-third of the previously claimed credit .
The decrease in qualified basis, expressed as apercent of
the total qualified basis in the rental property, was applied
to the accelerated portion of the credit . For cases involv-
Ing the disposition of the building or failure to meet the
percentage requirements for low-income units, the full
amount of the accelerated portion of the previously
claimed credit was to be recaptured .

Interest was added to the recaptured accelerated por-
tion of the credit to determine the final amount of the
credit recapture . The interest Was charged at the federally
prescribed overpayment rate and determined qu

'
art6rly .

The interest could not be used as a business deduction
against income.

No income tax credits could reduce the amount of the
credit recapture . Any amount of unused low-income
housing credit, carryforwards and carrybacks, were also
to be decreased by,the amount of the recapture.

For 1988, no amount of recapture for the low-income
housing credit was included in the computation of total -in-
come tax. Data on the reduction of any carryforward of
unused credits was not available.

'The Tax Reform Act of 1986 introduced the low-income
housing credit . The Tax Act made the credit available for
owners of qualified residential rental property which
provided low-income housing . A 15 year compliance
period for maintaining certain requirements was Imposed
on the residential rental building. Since the law-income
housing credit was first claimed for Tax Year 1987, the
recapture became applicable for i988 .

Refund .of Estimated Tax Payments

A corporation which determined that it had overpaid its"
estimated tax could file fo~ a quick refund or adjustment of
the overpayment even before it filed its return . . The es-
timated tax overpayment had to be at least $500 and be at
least 10 percent of the expected "final", income tax liability
reported on the*tax return .
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The application for refund had to be made within 2-1/2
months after the close of the taxable year and before the
corporation had filed its income tax return .

Regular Tax

See "Income Tax," in this section .

Regulated Investment Compan y

A regulated investment company had to be a domestic
corporation registered with the Securities and Exchange
Commission . The company was registered as a manage-
ment company, business development company, or a unit
investment trust (defined under the Investment Act of
1940) or a common trust fund or similar fund (excluded
from the definition of investment company under the 1940
Act) which was not exempt from taxation as a corporation
under section 584 of the Internal Revenue Code .

A regulated investment company was required to derive
at least 90 percent of its gross income from dividends, in-
terest, payments related to securities loans, and gains
from the sale of stock or securities, foreign currencies, or
other income related to its business of investing in such
stock, securities or currencies . Less than 30 percent of
the total gross income could be derived from the sale or
other disposition of stock or securities held for less then
three months.

Certain restrictions also applied to the deduction for
dividends paid (excluding capital gain dividends) of a
regulated investment company. This deduction had to
equal or exceed the sum of: 90 percent of the company's
taxable income (without regard for the dividend deduc-
tion) and 90 percent of its net income from tax exempt
obligations .

Certain rules limiting diversified investments were also
imposed on a regulated investment company. The com-
pany was required to meet those rules at the close of each
quarter of its taxable year . At least 50 percent of its total
assets had to be cash and cash items (including receiv-
ables), Government securities, securities of other regu-
lated investment companies and other securities .

Limitations were further imposed on the amount of
securities that could be issued to a regulated investment
company by any one issuer. For a single issuer, the value
of securities was limited to 5 percent of the total assets of
the regulated investment company and to 10 percent of
the outstanding voting securities of the issuer. Not more
than 25 percent of the total assets of the regulated invest-
ment company could be invested in securities of any one
issuer, or of two or more issuers (if controlled by the regu-

lated Investment company) engaged In the same or similar
trades or businesses.

If a regulated investment company had more than one
fund, each fund was treated as a separate corporation for
income tax purposes .

Rent Paid on Business Propert y

This deduction consisted of rents paid for the use of
land or structures, and rents paid for leased roads, rolling
stock, and work equipment for railroad companies . Some
corporations reported taxes paid and other specific ex-
penses with rents paid . When Identified, those items were
included in the statistics for the respective deductions and
excluded from "Rents Paid ."

Rents

These were the gross amounts received for the use or
occupancy of property . Expenses related to rental,
property, such as depreciation, repairs, Interest paid, and
taxes paid, were not deducted directly from the rental In-
come, but were reported as business deductions from
total receipts . Corporations engaged in manufacturing,
public utilities, wholesale and retail trade, and services fre-
quently leased rather than sold their products . The rental
income of those companies was included in the statistics
for "Business Receipts," rather than in "Rents ." For real
estate operators and condominium management and
cooperative housing associations, rental Income was In-
cluded in "Business Receipts" rather than in "Rents, " If the
expense schedule indicated that the owner operated the
building rather than leased it .

Repairs

Repairs reported as an ordinary and necessary business
expense were the costs of maintenance and Incidental
repairs and could include the cost of labor, supplies and
other items which did not add to the value or appreciably
-prolong the life of the property. Expenditures for per-
manent improvements which increased the cost or basis
of the property were treated as capital expenditures and
were generally depreciable .

Research Activities Credit (*)

The Tax Reform Act of 1986 made several major chan-
ges to the research credit and the 1988 Tax Act extended
the credit for qualified expenses incurred through 1989 .

The research credit was the sum of 20 percent of the ex-
cess of qualified research expenses for the current yea r
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over the average research expenses in the base period
and 20 percent of the university basic research payments .
In most cases, the base period was the three taxable
years preceeding the tax year for which the credit was
being determined . The base period research expenses
could never comprise less than half of the qualified re-
search expenses for the current tax year. In the case of a
short taxable year, research expenditures were annual-
ized. Two types of research expenses were qualified for
this credit . The first type consisted of the expenses in-
curred by the taxpayer such as wages and supplies for re-
search plus certain other charges for the use of research
equipment. The other qualified research expenses were
those paid to qualified organizations, such as colleges and
other tax-exempt . organizations, for basic research .
Qualified research involved the development of a pilot or
experimental model, process, product, formula, invention
or an improvement .

Starting in 1986, research was limited to research under-
taken to discover information, technological in nature and
useful in the development of a new or improved business
component. The research had to be conducted within the
United States and couldnot involve the social sciences or
humanities. Research funded by another person, by a
grant, or by a government agency was ineligible for-the
credit .

propriated or unappropriated was considered unap-
propriated for purposes of these statistics .

Retained Earnings, Unappropriated (*)

Retained earnings, unappropriated, consisted of the
retained earnings and profits of the corporation less any
reserves (these reserves are shown in the statistics as
"Retained Earnings, Appropriated") . Dividends and dis-
tributions to stockholders were paid from this account .
These accumulated earnings included Income from nor-
mal and discontinued operations, extraordinary gains or
losses and prior period adjustments. AJso included were
undistributed or undivided earnings (income or profits),
and earned surplus. For railroads, these earnings in-
cluded additions to property and funded debt retired
through . income and surplus. Net amounts, after reduc-
tion for negative amounts reported, were presented in the
statistics .

Retained Earnings, 1120S

See "Other Retained Ea rnings, 11 20S, in this section .

Returns of Active Corporation s

The research activities credit (but not the orphan drug
credit) was claimed as one of the components of the
general business credit . For a discussion of the income
tax limitations and carryback and carryforward provisions
of the credit, see : "General Business Credit . "

The research activities credit was included (as a com-I
ponent) in the general business credit shown in the tables.
The components of the general business credit were
shown, separately in Table 14 .

Retained Earnings, Appropriated

Earnings set aside for specific purposes and not avail-
.able for distribution to stockholders were included under
this heading . Included were guaranty funds (for certain
'finance companies), reserves for plant expansion, bond
retirements, contingencies for extraordinary losses and
general loss reserves. Also included were the total
amoun t of all the companies reserves not defined as
valuation reserves or reserves included in other liabilities .
Specifically excluded were the reserves for bad debts,
depreciation, depletion, and amortization, which are
shown. separately in this report. Unrealized appreciation
was included in retained earnings unappropriated . Un-
realized profits were included in other liabilities. Unearned
income, if not current, was also included in other liabilities .
Any amount of retained earnings not identified as ap-

These retur
'
ns were the basis for all financial statistics

presented in the report . They comprised the vast majority
of the returns filed, and were defined for the statistics as
returns of corporations reporting any income or deduction
items including tax-exempt interest .

Returns of Inactive Corporation s

Corporations in existence during any portion of the tax-
able year were required to file a return even though they
may have been inactive (Code section 6012(a)(2)) . Inac-
tive corporations were defined for this report as returns
showing no item of income or deduction . Financial data
from these returns were excluded from the statistics .

Returns With Net Income

Returns with net income were those showing gross tax-
able receipts exceeding the ordinary and necessary busi-
ness deductions allowed by the Code. See "Net Income
(or Deficit) . "

Returns Without Net Incom e

Returns without net income were those for which ordi-
nary and necessary business deductions allowed by the
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Code exceeded gross taxable receipts . In addition to
deficit returns, this classification also Included returns
whose gross taxable receipts and business deductions
were equal . See "Net Income (or Deficit) . "

Royalties

Royalties were gross payments received, generally on
an agreed percentage basis, for the use of property rights .
Included were amounts received from such properties as
copyrights, patents, and trademarks ; and from natural
resources such as timber, mineral mines, and oil wells .
Expenses relating to royalties, depletion or taxes, were not
deducted directly from this income, but were reported
among the various business deductions from total gross
income .

Excluded from the statistics were certain royalties
received under a lease agreement on timber, coal
deposits, and domestic iron ore deposits, which were al-
lowed special tax treatment . Under elective provisions of
Code section 631, the net gain or loss on such royalties
was included in the computation of net gain or loss on
sales or exchanges of certain business property under
section 1231 . If the overall result of this computation was
a net gain, it was treated as a long-term capital gain . If the
overall result was a net loss, it was fully deductible in the
current year as an ordinary noncapital loss .

See the discussions of "Net Capital Gains" and "Net
Gain (or Loss), Noncapital Assets . "

S Corporation Returns (* )

Form 1120S, U.S . Income Tax Return for an S Corpora-
tion, was filed by corporations electing to be taxed
through their shareholders under Code section 1362.

To qualify as an S corporation, a firm had to be a
domestic corporation which was not a member of an af-
filiated group (as defined by Code section 1504) and did
not :

(1)
(2 )

(3)
(4)

have more than 35 shareholders ;

have as a shareholder a person (other than an es-
tate or trust) who was not an individual ;

have a nonresident alien as a shareholder ;

have more than one class of stock ;

An S corporation also could not be a financial Institution
that was a bank, Including certain mutual savings banks,
cooperative banks, and domestic building and loan as-
sociations, or an insurance company (other than certain
stock casualty companies) . A corporation electing a pos-
sessions tax credit could not also elect to be an S cor-
poration . A FSC or an IC-DISC or former DISC was also

excluded from making an election to be treated as an S
corporation .

An election could be terminated, when among other
reasons, an S corporation had for each of three consecu-
tive tax years : both Subchapter C earnings and profits and
more than 25 percent of gross receipts derived from pas-
sive investment income as defined in Section
1362(d)(3)(D) .

Every S corporation was required to file a return on
Form 11 20S even though it may not have

*
been subject to

tax. The corporation reported gross income and allow-
able deductions from its ordinary trade or business ac-
tivities . The corporation's ordinary income was passed
through (deemed distributed) to its shareholders .
Generally, each shareholder's share of the income Ooss)
and expenses of the corporation was passed through pro-
rata on a per-share, daily basis . The income or loss from
passive investments were also passed through to the
shareholders. The net income (or loss) from the business
operations and the passive investment activities were
reported on Schedule K of the Form 11 20S .

As a result of the Tax Reform Act of 1986, for tax years
which began after December 31, 1986, all S corporations
regardless of when they became S corporations were re-
quired to use a permitted tax year . A permitted tax year
was a tax year ending December 31 (a calendar tax year)
or any other ending accounting period, if the S corpora-
tion established a business purpose for the accounting
period to the satisfaction of the Internal Revenue Service .
Subsequent changes to this provision allowed S corpora-
tions an election to have an accounting period other than
the permitted tax year. Certain restrictions were imposed
on the election . The deferral period between tax years
could not be longer than 3 months and the S corporation
could be a member of a tiered structure that consisted
only of partnerships or S corporations .

Also added by the 1986 Tax Act, Code section 469
generally limited shareholders from offsetting any income
that was not from passive activities with losses from pas-
sive activities. The shareholders also could only offset
taxes on income from passive activities with credits from
those passive activities . These limitations required that S
corporations report income or loss separately on
Schedule K for each of the following types of passive ac-
tivities : (1) rental real estate activity, (2) rental activity other
than real estate rental, and (3) portfolio income and re-
lated expenses not derived in the ordinary course of a
trade or business, such as interest, dividends and royal-
ties, for example .

A tax on built-in capital gains was imposed on corpora-
tions which elected to be S corporations after December
31, 1986 . An S corporation could be liable for the built-in
gains tax If :
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it was a c
*
orporation with subchapter C earnings

and profits prior to making the election to be
treated as an S corporation,

.substituted basis" for the asset (i .e ., the basis that was
transferred from another corporation which was not also
an electing S corporation) . After July 1987, capital gains
were taxed at the regular income tax rate of 34 percent for
all corporations . Foreign tax credit, U.S . possessions tax
credit, orphan drug credit, nonconventional source fuel
credit, and general business credit were not available to
the corporation to reduce this tax . (The cost of Invest-
ment credit property was allocated to shareholders for
their use in computing their credits . )

(2) it had a recognized built-in gain within 10 years
from the first day of the first tax year it became an
S corporation ,

(3) the recognized built-in gains for the tax year did
not exceed the "net unrealized built-in gain" minus
the recognized bUilt71n gains that were subject to
tax for prior years within the recognition period
(10 years) .

The "net unrealized built-in gain" was the amount by
which the fair market value of the assets of the S corpora-
tion exceeded the aggregate adjusted basis of the assets
held by the corporation on the first day of its first effective
tax year as an S corporation . Any gain on the disposition
of

'
those assets was to be considered as a recognized

built-in gain by the S corporation during the first 10 years
of its existence.

The tax was imposed on the lesser of : (a) the recog-
nized built-in gain for the tax year or (b) an amount of tax-
.able income computed as though the corporation were
not an S corporation . For corporations which elected to
be treated as S corporations on or after March 31, 1988,
any built-in gains in excess of the current year taxable in-
come limitation was to be treated as a recognized built-in
gain for the following tax year .

For purposes of computing the taxable amount of the
built-in gains, the S corporation was allowed a carryfor-
ward of any net operating loss (NOL) or capital loss from
the period when it was not an S corporation. Certain busi-
ness credit carryforwards from when an S corporation was
a C corporation could also reduce the tax on recognized
built-in gains . The tax was imposed at a 34 percent rate .
The recognized built-in gains tax was included in the
statistics .for "Total Income Tax. "

If a corporation made an election'to'be treated as an S
corporation before January 1, 1987, a tax was imposed on
certain capital gains of the S corporation. An existing cor-
poration that elected to become an S corporation was
subject to a tax for the first 3 taxable years of the election .
On the other hand, a new corporation which had been in
existence for less than 4 years and which was an electing
S corporation for each year of its existence was not sub-
ject to the tax at all . Section 1374 of the Code before the
enactment of the Tax Reform Act of 1986 provided that the
tax be imposed on the lower of the following : (1) the ex-
cess of net long-term capital gain (reduced by net short-
term capital loss) over $25,000 when net long-term capital
gain was more than 50 percent of a net income that was
over $25,000, or (2) net income computed as though the
corporation were not an S corporation . For this purpose,
the amount of capital gain was also determined using a
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Also, see "Excess Net Passive I ncome Tax . "

Shareholders' Undistributed Taxable Income
Previously Taxed

This account represented a balance sheet Rem unique
to S corporations . The account was maintained only if the
S corporation had a balance in the account at the begin-
ning of its tax year. It consisted of accumulated taxable
income, i .e ., net income (or deficit), earned by S corpora-
tions since they had first elected to be taxed through their
shareholders, to the extent that the taxable income, had
not been distributed to the shareholders . Taxable income,
whether distributed or not to the shareholders, was tax-
able to the shareholders in the year earned so that later
distributions from this account were nontaxable . (See "S
Corporation Returns.") This Rem Is reflected in the statis-
tics for "Other Retained Earnings, 11 20S" and "Net Worth"
In tables which show these items .

Size of Business Receipts

Returns for nonfinance industries were classified by size
of gross receipts from sales and operations . Returns of in-
dustries within the finance, insurance, and real estate in-
d6strial division, were classified by size of total receipts
(the sum of business receipts and investment income) .

See: "Business Receipts" and "Total Rece ipts . "

Size of Income, Tax After Credit s

This classification was based on the amount of total in-
come tax less the sum of credits for : foreign taxes ; U.S.
possessions tax ; orphan drug research ; the production or
sale of fuels from nonconventional sources ; general busi-
ness incentives ; and prior year minimum tax. - Total In-
come tax included the regular tax, personal holding
company tax, recapture taxes for investment, credit and
low-income housing credit, alternative minimum tax, en-
vironmental tax., branch tax (Form 1120F), taxes paid by
real estate investment trusts on certain Income from :
foreclosure property, failure to meet source of Income re-
quirements, and prohibited transactions (Tax from Part 11,
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Part III, and Part IV, Form 1120-REIT, respectively), tax on
undistributed net capital gain of regulated investment
companies (rax from Part 11, line 4, Form 1120-RIC), and
taxes paid by S corporations on excess net passive in-
come, certain capital gains, and net recognized built-in
gains. For S corporations, only the tax on certain net
recognized built-in gains was reduced by a carryover of
general business credits from previous years as a C cor-
poration .

Size of Total Assets

Size of total assets was based on the amount reported
in the end-of-year balance sheet. Returns with zero assets
were used as a classification for returns of : (1) liquidating
or dissolving corporations which had disposed of all their
assets and whose income tax returns were final returns;
(2) merging corporations whose assets and liabilities were
included in the returns of the acquiring corporations ; (3)
corporations filing a part-year tax return because of a
change in accounting period ; and (4) foreign corporations
with income effectively connected with the conduct of a
trade or business within the United States (except foreign
insurance companies providing balance sheet information
for U.S . branches) . See also: "Total Assets" and "Total
Liabilities ."

(1) Net operating loss deduction (NOLD) -The total
net operating loss deduction was based on
statutory net operating losses of prior or sub-
sequent years which could be used to reduce tax-
able income for a specified number of years. The
amount shown in this report, however, consisted
only of losses from prior years actually used to
reduce taxable income for the current year . Los-
ses incurred after the current year and carried
back to that year at a later date would be reported
on amended income tax returns. Amended in-
come tax returns were not used for this report . In
general, losses were carried back over a 3-year
period, chronologically, and any amount not offset
against income during that time could then be
carried forward against income for a period not
exceeding 15 years . A corporation however, could
carry back for 10 years, the part of a net operating
loss attributable to a product liability loss.

Statutory Special Deductions (* )

Statutory special deductions represented the sum of the
deductions for: (1) net operating losses of prior years, (2)
total "special deductions" as defined by the Code, i.e., the
sum of deductions for dividends received and for
dividends paid on certain preferred stock of public utilities,
(3) deduction for dividends paid for Regulated Investment
Companies and Real Estate Investment Trusts, and (4)
Section 857(b)(2)(E) deduction reported by Real Estate In-
vestment Trusts. Since these deductions were allowed by
law, in addition to ordinary and necessary business
deductions, they were shown in the statistics as deduc-
tions from net income .

In general, net income less statutory special deductions
equaled income subject to tax . However, the dividend
deduction was not restricted to returns with net income,
nor, in general, to the amount of net income, and thus be-
came part of the statutory "net operating loss" for some
corporations. Special deductions for dividends were not
allowed to S corporations which elected to be taxed
through shareholders. However, S corporations, which
were C corporations prior to the S election, could reduce
their net recognized built-in gains by the net operating
loss carried forward from those years as a C corporation .

The statutory special deductions contained in the statis-
tics were defined as follows :

Real Estate Investment Trusts (REIT's) could not
carry back any net operating loss (NOL) but could
carryover the NOL for fifteen years. Regulated
investment Companies (RIC's) were not allowed a
NOLD. S corporations which were formerly C
corporations were allowed to use any
carryover of net operating losses from previous
years as a C corporation . However, this carryover
could reduce only the net recognized built-in gains
of the S corporation . The former provisions for a
ten year carryback and five year carryover period
for banks was repealed for taxable years that
began after 1986. Thereafter, banks were
generally allowed a carryback period of 3 years
and a carryover period for 15 years. Except that, a
special 10 year carryback provision was allowed to
certain commercial banks which used the specific
charge-off method for computing bad debts .

Net operating losses on which the-current year
deduction was based included : (a) the excess of
ordinary and necessary business expenses
over income in the previous loss years, and
(b) statutory special deductions claimed in the loss
year for dividends received and for dividends paid
on certain preferred stock of public utilities (or any
excess of such deductions over net income) .

The net operating loss deducted for the current
year was the excess of allowable deductions over
gross income with certain adjustments : no NOLD
was allowed, and capital losses were only
deductible to the extent of capital gains . A
deduction for dividends received was allowed
without regard to limitations .
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.(2) Total special deductions- For stock acquired after
March 1,' 1986, no deduction was allowable if the
corporation held the stock for 45 days or less, or
91 days If it was cumulative preferred stock. The
total special deductions contained in this report
were the sum of the following .deductions :
(a) Dividends received deductoon-The intercor-

porate dividends received deduction, under
Code sections 243-246, was the sum of the fol-
lowing components:
(1) Deductions equal to 70 percent of

dividends received from less than 20 per-
cent owned domestic corporations, and 80
percent of dividends received from 20 per-
cent or more owned domestic corpora-
tions-These particular deductions
accounted for the major portion of the
dividends received deduction . A small
business investment company, operating
under the Small Business Investment Act of
1958 could deduct 100 percent of
dividend

'
s received from domestic corpora-

- --tions subject to income tax.- - -
(2) A deduction reduced from the 80 per-

(3)

(4) A deduction equal to 100 percent of certain
"qualifying dividends" received by mem-
bers of an affiliated group not electing to
file consolidated returns, but sharing in-

cent/70 percent dividends received from
debt-financed portfolio stock-The 80 per-
cent/70 percent deduction was reduced by
a percentage that was related to the
amount of debt incurred to acquire the
stock.- This reduction was calculated by
multiplying the d ifferefice between 100 per-
cent and the average portfolio indebted-
ness by 80 percent or 70 percent,
depending on the percentage of owne~_
ship .

A deduction equal to 70 percent of certain
dividends received from less than 20 per-
ceint owned foreign corporations and 80
percent of certain dividends received from
20 percent or more owned foreign cor-
porations -

(a) which had been engaged in a trade or
business within ~ the United States for
at least 3 years and

(b) which also had at least 50 percent of
their gross income "effectively con-
nected" with the U.S . trade or busi-
ness . To qualify for the deduction the

,corporation must own at least 10 per-
cent of the stock of the foreign cor-
porailon by vote and value . (3)

stead, one set of graduated Income tax
brackets under Code section 1561 ;

(5) A deduction equal to 100 percent of,
dividends received from wholly-owned
foreign subsidiaries whose entire gross In-
come was "effectively co nnected" with the
conduct of a trade or business within the
United States ;

(6) Deductions equal to about 41 percent of
dividends received on certain preferred
stock of less than 20 percent owned public
utilities and about 47 percent of dividends
received on certain preferred stock of 20
percent or more owned public 'Utilities for
which a dividends paid deduction,
described below, was also allowed the dis-
tributing corporation ;

(7) In the case of life insurance companies, the
above percentage deduct ions were further
reduced by the ratio of investment yield
less total exclusions (operations) to Invest-
ment yield .

(b) I-omitation on the 06vidends Received Deduc-
Jkm-The aggregrate amount of dividends
received deductions that a corporation could
take was limited to 70 percent (80 percent for
20 percent owned corporations) of its taxable
income. For limitation purposes tuable in-
come was computed without regard to any net
operating loss deduction, dividends received'
or paid deduction or capital loss carryback.
The limitation did not apply for the year N the
full dividends received deduction resulted in a
net operating loss. Small business investment
companies were also excluded from this limita-
tion .

(c) Deduction for dividends paid an certain
preferred stock of public utHities-For public
utility companies, as defined by law, a special
deduction was allowable under Code section
247 for dividends if paid on certain preferred
cumulative stock deemed issued prior to Oc-
tober 1, 1942 . This deduction, based on the
income tax rate, amounted to about 41 per-
cent of the dividends paid on such stock . If the
dividends paid were greater than net Income
reduced (in general) by all other statutory spe-
cial deductions for the year, the deduction
could not exceed the above-described per-
centage of net income after this . adjustment.

Deduction for Dividends Paid for Regulated Invest-
ment Companies and Real Estate Investment
Trusts-The deduction for . dividends paid as
reported by Regulated Investment Companies and
Real Estate Investment Trusts was the sum of (1 )

108



Corporation Returns/1988 - Explanation of Term s

dividends paid during the taxable year, (2) the con-
sdnt dividends for the taxable year, and (3) for
personal holding companies, the dividend car-
ryover as described In Code section 564 .

companies; tax on the net income of foreclosure property,
failure to meet income requirements, and prohibited trans-
actions of real estate investment trusts ; and the branch tax
of foreign corporations .

For Regulated Investment Companies, the
deduction must equal or exceed the sum of : 90
percent of its taxable income (excluding .the
dividend deduction) and 90 percent of its net
income from tax exempt obligations.

For Real Estate Investment Companies, the
deduction must equal or exceed the sum of :
95 percent of its Real Estate Investment Trust
taxable income (excluding the dividend
deduction and any net capital gain) and 95
percent of the excess of its net income from
foreclosure property over the tax imposed on
such income by Code section 857(b)(4)(A),
minus any excess nonGash income as
determined under Code section 857(e) .

(4) Section 857(b)(2)(E) deduction reported by Real
Estate Investment Trusts-This deduction was
equivalent to the tax imposed on Real Estate In-
vestment Trusts that fail to meet the income re-
quirements . Specifically, a 100 percent tax was
imposed on the net income attributable to the
greater of the amounts by which the trust failed to
meet the 75 percent or 95 percent income test as
outlined In the definition for Real Estate Invest-
ment Trusts .

Taxable Income

See "Income Subject to Tax."

Tax Due at Time of Filing (*)

Tax due was the amount by which the income tax
liability at the time the return was filed exceeded payments
and credits for certain taxes previously paid . For a cor-
poration to have an income tax liability, the regular income
tax less certain credits plus other taxes were not reduced
to zero. The regular Income tax could be reduced to zero
by credits for : foreign taxes, possessions tax, orphan drug
research, the production or sale of fuels from nonconven-
tional sources, general business incentives, and prior year
minimum tax. Other taxes consisted of : tax on the un-
distributed income of personal holding companies ; recap-
ture taxes of investment credit and low-income housing
credit ; environmental tax ; tax on excess net liassive in-
come, certain net long-term capital gains, and net recog-
nized built-in gains of S corporations; tax on the
undistributed net capital gain of regulated investment

Based on this total income tax, tax due was the amount
of the remaining tax liability plus any penalty for underpay-
ment of estimated tax after taking into account : (a) credit
for taxes deemed paid by regulated investment com-
panies on- undistributed capital gain dividends ; (b) pay-
ments with applications for extension of time In which to
file; (c) estimated tax payments less refunds ; (d) credit for
taxes on special fuels, nonhighway gasoline, and lubricat-
ing oil ; (e) overpaid windfall profit tax; (Q prior year over-
payment of tax applied to current year; (g) credit by
reciprocal for tax paid under Code section 835(d) ; and (h)
1988 special estimated tax payments from property and
casualty insurance companines .

The entire tax due could be paid with the return at the
time of filing, or the corporation could elect to pay the tax
due in two equal installments. One installment had to be
paid at the prescribed time of filing . The balance was due
not later than 3 months after that date . ~,

Adjustments made to income tax returns after they were
filed could affect the final tax liability and the tax due .
Such adjustments were not reflected In the statistics . Ad-
justments could result from tax examination or the use of
carryback provisions for: net operating losses ; certain
capital losses ; unused foreign taxes paid or accrued ; and
unused general business credits . See: "Income Tax. "

Tax from Recomputing Prior Year Investment Credit

M

See "Recapture of Investment Credit . "

Tax from Section I (Form 1120F) (*)

This tax was reported by foreign corporations on Form
1120F. The tax was imposed on U.S. source Income not
directly related to a business activity conducted in the
United States, (i .e. not effectively connected income) . The
income was generally taxed at a flat 30 percent rate or at
tax treaty rates if lower. The tax treaty rates resulted from
negotiated treaties between the United States and the
country in which the foreign company was incorporated .
Fifty percent of the income received by foreign companies
from transportation activities that began and ended In the
United States was treated as U.S . source Income . The
U.S. source transportation income was taxed at a 4 per-
cent rate . U.S . source income that was not effectively
connected income of foreign corporations was subject to
withholding provisions for U.S . Income tax .
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. U.S . tax reported on Section I of Form 1120F was in-
cluded in the statistics only for those resident foreign com-
panies which also had income that was effectively
connected with the conduct of a trade or business In the
United States . Foreign corporations which did not con-
duct business activities in the United States but had U.S.
source income were also required to report the Income
and U.S . tax on section I of the Form 1120F . The .U.S. tax
Jor these companies was excluded from the statistics.

Tax Overpayment (*)
0

Tax from Section I was not included in the statistics for
"Total Income Tax," because the Section I tax was
generally withheld from income at the source while total
income tax was generally a computed tax liability based
on taxable income. Section I tax was not Included in the

. statistics for "Tax Due" or "Tax Overpayment ." This tax
was presented separately in Table 12 ..

Tax From Section 11 (Form 1120F)

U.S. tax was'imposed on income from the trade or
business activities conducted in the United States by resi-
dent foreign corporations. Income from those trade or
-business activities was re

i
ported on Section 11 of the Form

1120F as "effectively connected income" and was subject
to the regular U.S . corporate tax rates. Foreign corpora-
ti.ons which did not conduct business activites in 'the
United States could elect to treat Income from U.S . real
property as effectively connected Income and were al-
lowed regular business deductions against-that income .
Foreign companies organized in U.S. possessions to con-
duct banking business were generally required to report
interest received on U.S. obligations as effectively con-
nected income. Any gain or loss from the disposition of
-U.S. real property by foreign corporations was also
-treated as effectively connected income for U.S . tax pur-
poses. This portion of U.S . source income of resident
foreign corporations was included in the statistics for "in-
come Subject to Tax. "

Section 11 tax was the U.S . tax on the effectively con-
nected income of resident foreign corporations . This tax
.was regular income tax reduced by .credits for : foreign
taxes (for foreign corporations this was actually taxes paid
to the United States on, the effectively connected income),
the production and sale of fuels from nonconventional
sources, orphan drug research, general business incen-
tives, and prior year minimum tax. The recapture taxes of
investment credit and low-income housing credit were
added -to the balance of regular tax after credits. Section
11 tax was presented separately in Table 12 . Any alterna-
ti.ve minimum tax and environmental tax reported by
foreign corporations were added to this tax and included
in the statistics for "Total Income Tax ."

Tax overpayment was the excess amount of payments
and credits, for taxes previously paid, over total Income
tax liability at the time the return was filed . For a corpora-
tion to have an Income tax liability, the regular Income tax
less certain credits plus other taxes were not reduced to
zero. The regular Income tax could be reduced to zero by
credits for: foreign taxes, possessions tax, orphan drugre-
search, the production or sale of fuels from nonconven-
tional sources, general business Incentives, and prioryear
minimum tax.

Other taxes consisted of : tax on the undistributed In-
come of personal holding companies ; recapture taxes of
Investment credit and low-income housing credit ; environ-
mental tax ; tax on excess net passive income, certain net
long-term capital gains, and net recognized built-in gains
of S corporations; tax on the undistributed net capital gain
of regulated investment companies ; tax on the net Income
of foreclosure property, failure to meet income require-
merits, and prohibited transactions . of real estate invest-
rrient trusts ; and the branch tax of foreign corporations.

Based on this total Income tax, the tax overpayment
was the amount by which certain payments and credits
exceeded the tax liability plus any penalty for underpay-
ment of estimated tax. The payments and credits repre-
sented the sum of: (a) credit for taxes deemed paid by
regulated investment companies on undistributed capital
gain dividends ; (b) payments with applications for exten-
sion of time in which to file ; .(c) estimated tax payments
less refunds; (d) credit for taxes on special fuels, nonhigh-
way gasoline, and lubricating oil ; (e) overpaid windfall
profit tax; (Q prior year overpayment of tax applied to cur-
rent year; (g) credit by reciprocal for tax paid under Code
section 835(d) ; and (h) special estimated tax payments
from property and casualty insurance companies.

The overpayment could be credited toward the following
year's estimated tax; refunded ; or partially refunded and
partially credited .'

Adjustments made to income tax returns after they were
filed could affect the final tax .liability and the tax overpay-
ment . Such adjustments were not reflected In the statis-
tics . Adjustments could result from tax examination or the
use of carryback provisions for : net operating losses ; cer-
tain capital losses; unused foreign taxes paid or accrued ;
and unused general business credits .

See : "Income Tax" and "Tax Due at Time of Filing .".,

msI ax Preference Re

See "Afternative Minimum Tax ."
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Taxes Paid

Taxes paid included the amounts reported as an ordi-
nary and necessary business, deduction as well as identifl-
able amounts reported in the cost of sales and operations
schedules. Included among the deductible taxes were or-
dinary State and local taxes paid or accrued during the
year; social security and payroll taxes; unemployment in-
surance taxes ; excise taxes, import and tariff duties ; busi-
ness, license and privilege taxes; and the environmental
tax. Income and profit taxes paid to foreign countries or
U.S . possessions were also deductible unless claimed as
a credit against income tax. However, S corporations
(primarily taxed through their shareholders) had to ex-
clude any foreign taxes paid or accrued from the deduc-
tion for taxes paid in computing their net income from
trade or business activities. Instead, the foreign taxes
were passed through to the shareholders for their use as a
foreign tax credit (or a deduction) . Regulated investment
companies also had to exclude those foreign taxes from
the deduction for taxes when they elected under Code
section 853 to allow their stockholders to claim a foreign
tax credit (or a deduction) for the foreign taxes paid .
(However, If the election were not made, a regulated in-
vestment company could include foreign taxes paid in the
deduction for taxes or claim a foreign tax credit .) See
"Foreign Tax Credit . "

Taxes not deductible generally included Federal income
and excess profits taxes (the environmental tax was an ex-
ception), gift taxes, taxes assessed against local benefits,
and certain other taxes, including state or local taxes that
were paid or incurred in connection with an acquisition or
disposition of property . Taxes related to the acquisition of
property were to be treated as part of the cost of the
property, while taxes related to the disposition of property
were to be treated as a reduction in the amount realized
from the disposition .

Some corporations included sales taxes and excise and
related taxes, which were part of the sales price of their
products, as receipts . When this occurred, an equal and
offsetting amount was usually included in the cost of sales
and operations or as part of the separate deduction for
taxes paid . When Included in the cost of sales and opera-
tions, these taxes may not have been identified and there-
fore, would not have been included in the statistics for
taxes paid .

Total Assets and Total Liabilities (*)

Total assets and total liabilities were those reported in
the end-of-year balance sheet in the corporations' books
of account . Total assets were net amounts after reduction
by accumulated depreciation, accumulated amortization,
accumulated depletion, and the reserve for bad debts .

When reserves for bad debts were reported as liabilities,
they were treated as reductions from the asset accounts
to which they related and total assets and liabilities were
adjusted accordingly. When used In this report, the term
total liabilities includes both the claims of creditors~ and
stockholders' equity (see "Net Worth") . In addition, total
liabilities were net amounts after reduction by the cost of
Treasury stock.

Asset and liability estimates for returns of corporations
that failed to provide complete balance sheet Information
were imputed from data In other schedules on the tax
return or by using either reference books or relationships
between Income statement and balance sheet items on
similar returns in the same major industrial group .

Tax returns filed by life in surance companies on Forms
1120L did not provide a separate schedule for reporting
balance sheet information . Most life Insurance companies
did; however, attach copies of their annual statements to
their federal income tax returns . The annual statements
were produced for administering State law ; they were not
official income tax forms produced by the Internal
Revenue Service . The asset and liability data contained in
this report for these companies were obtained from the
annual statements and reference books. These sources
were also used for any other insurance company when the
U.S . income tax return did 'not include a separate
schedule for reporting the balance sheet data . Balance
sheet data for mutual property and casualty insurance
companies were extracted from the income tax return,
Form 1120-PC, rather than the annual statement, begin-
ning with Tax Year 1987. Previously, these companies
filed tax returns on Form 1120M, which did not include a
balance sheet. The balance sheet data were then ex-
tracted from the annual statement attached to the returns .

Stock property and casualty insurance companies also
filed income tax returns on the Form 1120-PC, beginning
with 1987 . However, prior to 1987, these compalnes
reported balance sheet data on the income tax return,
Form 1120 or Form 1120A rather than on an annual
statement .

Total Deductions

As presented in the tables of this publication, total
deductions comprised (1) the cost of sales and opera-
tions, (2) the ordinary and necessary business deductions
from gross Income, and (3) net loss from sales of noncapl-
tal assets. Components of total deductions are shown In
the Income statement segment of various tables
throughout this report .

For certain small non-life insurance companies, with not
or written premiums (whichever was greater) over
$350,000 but not over $1,200,000, total deductions repre-
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sented only investment expenses ; underwriting business
expenses were excluded by law.

See also, ."Total Receipts."

Total Income Tax

The statistics for "Total Income Ta)C "Income Tax,
Total," and "Income Tax before Credits" include : ,

(1) regular income tax before reduction by any tax
credits, which included tax on certain net long-
term capital gains,, and net recognized built-in
gains of S corporations (see "Income Tax," in this
section) ;

(2) personal holding company tax (described under a

(3)

separate heading) ;

recapture of investment credit (described under a
separate heading) ;

(4) recapture of low-income housing credit (described
under a separate heading) ;

(8 )

(9)

alternative minimum tax ; .
environmental tax ;
tax on excess net passive income of S corpora-
tions (described under a separate heading) ;
tax on . undistributed net capital gain as provided
under Code section 852(b) (3) for regulated invest-
ment companies ("Tax from Part 11, line 4
(1 120-RIC," in the statistics) ;

tax from certain income of real estate investment
trusts :

(a) net income on foreclosure property (Irrax
from Part 11, 11 20-REI'r," in the statistics) ;

(b) section 857(b) income from failure to meet
source of income requirements ('Tax from
Part 111, 1 120-REIT," in the statistics) ; and

(c) net income from prohibited transactions ("Tax
fromPartIV, 1120-REIT," in the statistics) ;

(10) the branch tax computed by foreign corporations
on the earnings and profits and interest income of
their U.S. branches (Form 11 20 F) .

Some taxes included in total income tax were not im-
posed directly ofi a corporation's "Income subject to tax,"
such as the recapture taxes of investment credit and low-
income housing credit . A small number of corporations
without net income and regular tax reported such taxes on
their income tax returns. These taxes were included in the
statistics for total income tax . See also "Income Tax" for a
description of: (1) * returns without net income having
regular tax and (2) taxes not included in the statistics for
returns with adjustments to tax'from tax examination or
use of carryback provisions of tax credits .

Total Qualified Investment in 10 Percent Property

See "Investment Credit . "

Total Receipts

The components of total receipts are shown In the In-
come statement segment of various tables throughout this
report . This amount was derived as follows :

Included items-(I) Gross taxable receipts (before
deduction of cost of sales an d operations, ordinary and
necessary business expenses, and net loss .from sales of
noncapital assets), and (2) tax-exempt Interest received
from State and local Government obligations.

Excluded items-(I) Other nontaxable income
recogized by the corporation, and (2) certain taxable in-
come from related foreign corporations only constructive-
ly received .

For certain small non-Iffe insurance companies, with net .
- or direct written premiums (whichever was 'greater) ove r

$350,000 but not over $1,200,000,' the gross taxable
receipts included in the statistics represented only the
receipts from investments ; underwriting Income Was, ex-
cluded by law. (See also "Total Deductions ." )

Total Receipts Less Total Deduction s

This item differed from net income Qes s_ deficit) for tax
purposes in that it included nontaxable "Interest on State
and local Government Obligations" and excluded "Con-
structive Taxable Income from Related Foreign Corpora-
tions." As such, it included all of the income "actually" (as
opposed to "constructively") received by the corporation
and reported on the income tax return.

Total Special Deductions

See "Statutory Special Deductions ."

U.S. Possessions Tax Credit

In order to provide a tax incentive for domestic corpora-
tions to invest in Puerto Rico and U.S . possessions (in-
cluding American Samoa, Guam, Johnston Island, Midway
Islands, and Wake Island), the Tax Reform Act of 1976
added a tax credit - the U .S . possessions tax credit in lieu
of the ordinary foreign tax credit. Under Code section
936, the-U .S. possessions tax credit was equal to the U.S .
tax on a corporation's income from the active conduct of
a trade or business within a possession, the sale or ex-
change of all of the assets used in the trade or business ,
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as well as certain "qualified" possession source invest-
ment income. To claim the credit, corporations had to
make an election to be treated as a U.S . Possessions Cor-
poration . The election was generally effective for ten
years and could not be revoked except by IRS consent.
After the tenth year, the corporation could revoke the elec-
tion without consent . For each year in which the credit
was claimed, the corporation had to satisfy the require-
ments of two Income tests under Code section 936 . For
the "applicable" period, a domestic corporation had to
receive : (1) at least 80 percent of its gross income from
sources within a U.S. possession, and (2) at least 75 per-
cent of its gross income from the active conduct of a trade
or business within a U.S. possession. The "applicable"
period was the lesser of 3 years immediately preceding
the close of the current taxable year or the period during
which the corporation was engaged in the active conduct
of a trade or business within a U.S. possession. A Posses-
sions Corporation could not claim a foreign tax credit for
the same taxes claimed as a possessions tax credit. In
addition, during the period of an effective election, a Pos-
sessions Corporation was prohibited from joining in a con-
solidated Income tax return .

U.S . Tax Paid or Withheld at the Source
(Form I 120F) (* )

These were U.S . taxes reported by foreign corporations
on Form 1120F. This Rem included taxes paid or withheld :

(a) on Income not directly related to the U.S. business
activity (i .e . not effectively connected Income) of a
resident foreign corporation which did conduct a
trade or business in the United States ;

(b) from the gains from any disposition of U.S . real
property ; and

(c) on effectively connected income allocable to
foreign partners .

The taxes were not included in the statistics for "Total
Income Tax," "Tax Due," or "Tax Overpayment ." Foreign
corporations which did not conduct business activites in
the United States but had U.S . source income were also
required to report the income and U.S . tax paid or with-
held on section I of the Form 1120F. The U.S . tax for
these companies was excluded from the statistics . The
U.S . tax paid or withheld by resident foreign corporations
was presented separately in Table 12. The tax was only
from returns filed by resident foreign corporations which
did conduct a trade or business in the United States .

Zero Assets

In general, returns in this size class of total assets were :

(1 )

(3)

final returns of liquidating or dissolving corpora-
tions which had disposed of alf-assets ; (2) final
returns of merging corporations whose assets and
liabilities were reported in the returns of the ac-
quiring corporations ;

part-year returns of corporations (except initial
returns of newly incorporated businesses) ; and

(4) returns of foreign corporations with income "effec-
tively connected" with the conduct of a trade or
business in the United States (however,
balance sheet data for U.S . branches of foreign In-
surance companies are included in the statistics
and are classified by the size of total assets of
these branches) .

See also, "Size of Total Assets ."
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Form 3468 (1988)
Computation of Investment Credit, 184

Form 3800 (1988)
General Business Credit, 187
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Depreciation and Amortization, 189
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Credit for Alcohol used as Fuel, 196
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.

. . .
.

. Yes No
M

I po'..Cv I.) Sinruil deduction
11 Total income-Add lines 3 through 10 and enter here . . . . . . . . . Dividends and Special Deductions(See Schedule C instructions.)

,,d .gd s

12 Compensation of officers (Schedule E) . . . . . . . 1 12

v. (b) % multiply (a) x (b)

LillIs Less jobs credit13a Salaries and wages c Balance Ik, 1 L3c I Div cards from less than-20% .owned domestic corporations that are subject to the

14 Repairs . . . . . . . . . . . . . . . . . . ~D`I, ded ict ;on (other than debt-financed stock) . . . . . . . . . . 70

2 Di,;aerud15 from 209o or-more-owned domestic corporations that are subject to the15 Bad debts . . . . . . . . . . . 15 1

16 1 80q, ceu,;ct ;o . (other than debt-fi,anced slcr:k) . . . . .

.

. . . . .

.
8 0

16 Rents . . . . . . . . . .
. 17

see

17 Taxes . . . . . . . . . . . . . 3 Duv,dendson oebt-finariced stock of domestic and foreign corporations (section 246A) munitions

18 118 Interest . . . . . . . . . . . . . . . . . . . . 4 Duvidpnds on certain preferred stock of less-than-20%-o.ned public utilities 41 .176 00

Fa

1 5 Dwidents on certain prefctred stock of 20%-or-more-owned public utilities _47.05 9
19 Contributions (see instructions for 10% limitation) . . . . . . . . . . . 19 00

20 Depreciation (attach Form 4562) . . . . . . . . . . . 1 201 6 D-vAends from less-than 20%-o.ned foreign corporations and certain FSCs that

I 21a 21b a,ic si;lbject *.o tllne 7096 deduct~on . . . . . . . . . . . . . . . . . 70 0
21 Less depreciation claimed in Schedule A and elsewhere or, return

7 ,,, :dends from. 201,'6-or-more-owned foreign corporations and certain FSCs that are22 Depletion . . . . . . . . . . . . . . . . . . . . 2 2

23 Advertising . . . . . . . . . . . . . . . . . . . . . 23 . . . . . . . . . . . . . . . 8 0

J294'co 8 Di~ deelds froir, w-ony corned foreign subsidiaries subject to the 100% deduction (section 245(b)) 100
24 Pension, profit-sharing. etc., plans . . . . . . . . . . . . . . . . 2 4

25 F/Effiffiffiffiffi/011
ke 25

Employee benefit programs . . . . . . . . . . . . . . . . . . . . . . . 9 Totat-Ald lines i throigh 8 See instructions for limitation . . . . . .

26 Other deductions (attach schedule) . . - 26 - 10 Cividends from domestic corporations received by a small busineis investment

6 n lli~ 27 100. . . . . . . . . . .27 Total deductions-Add lines 12 through 2 a d enter here . . . - ccl .cali operating -under the Small Business Investment Act of 1958 . . . . . (A

v 28 Taxable income before net operating loss deduction and special deductions (line 11 less line 27) 28 - 11 C j-dends from certaunl`Ks that are subject to the 100% deduction (section 245(cXl)) 10 0

0 100
29 Less : a Net operatingloss deduction (see instructions) . . . . . . I 29a1 1 12 D-~ends firm affiliated gruLp members subject to the 100% deduction (section 243(a)(3)) 0)

b Special deductions (Schedule C, line 20) . . . . . . I 29b I I 29c 13 Ct"~er 1-dendS trorn foe,gn -corporations not included in lines 3, 6, 7 . 8, and 11 3

30 Taxable income (line 28 less line 29c) . . . . . . . . . . . . . . . . 30 14 Income from controled foreign corporations under subpart F (attach Forms 547 1) CL

131 Total tax (Schedule J) . . . . . . . . - 31 15 Fc,eign o,vidend gross-up (section 78) , . . . . . . . . . . .

1 6 !C DISC and former DISC dividends not includedun lines 1, 2, and/or 3 (section 246(d))
in 132 Paymenrivie 1987 overpayment credited to 1988~12ak~~~J//

b 1988 estimated tax payments 32b 17 Other d,,,,dends . . . . . . . . . . . . . . .
IV

32cE c Less 1988 refundapplie- If Bal lor 3,2,.0 8 Deduction fo,divirlendspaudon certain preferred stock of public utilities (see instructions)

a Tax deposited with Form 7004 . . . . . . . . . . . . 9 Total dividends-Add ines I through 17 . Enter here and on line 4, page 1 . Ik,

M f Credit from regulated investment companies (attach Form 2439) .
C deductions-Add lines 9, 10 . 11, 12, and 18 . Enter here and on line 29b, page I . . . . . . . .
. g Credit for Federal tax on fuels (attach Form 4136) . . . . . 32h 20 Tota !

X
Is 33 Enter any penalty for underpayment of estimated tax-check I- if Form 2220 is attached Compensation of Officers (See instructions for line 12, page 1 . )

34 Tax due-if the total of lines 31 and 33 is larger than line 32h, enter amount owed Complete Schedule E only if total receipts (line la, plus lines 4 through 10, of page 1, Form 11201 $150,ODDor more. 0
I (c) Percent of Percent of I nation

35 Overpayment-if line 32h is larger than the total of lines 31 and 33, enter amount d (a) Name of off .- (b) Social -unty .numbe, time devoted to strock . (f) Amount of cormsensatum

.36 Ent amount of line 35 you want : Credited to 1989 estimated tax Pir I I

business
M Co... I.) Preferred36

Unde,,,enaut, of perjury . I declare that I he e examined this return,mcludn,ga-mpanymg schedules and statements, and to thebeen Of my knowledge and % % %

Please beref.aui true, direct, and complete . Declaration of preparer(othe, than taxPaye,)u, based on all information of which prepisner has any knowledge
% % %

Sign I % % %
Here signature of officer Date Title % % %ed

signet
I pebe JCh IP,eparv*s unty number

Pnupau,,'~11, %
, % %if

p ure It employ -317aid EJ 2 Total compensation of officers . . . . . . . . . . . . . . . . . . . . . . . .
Preparer's - --Fum'~ me E1 No. 111~
Use Only youria If Xpknid)

3 Less Compensation of officers claimed in Schedule A and elsewhere on return . . . . . . . . .

I milisdepeerit ZIpcde Ill, 4 Compersaboo of officers deducted on line 12, page 1 . . . . . . . I . . . . . . . .



F- 112(1 Page 3 Page 4

'Tax Computation (See instructions .)
Sheets B,g--g of tax yea, End or tax yea ,

(b)Assets (a )

hI Check if you are a member of a controlled group (see sections 1561 and 1563) . . . . . . . . a- El
2 If line 1 is checked: z i ade notes and accounts receivable . .

. 51/1,
MYZa Enter your share of the $50,000 and $25,000 taxable income bracket amounts (in that order) : a Less allowance for bad debts . . . . .

(i) 1$ 1 3 rvento,es . . . . . .... .... .... .... ....(it) 1 $

b Enter your share of the additional 5% tax (not to exceed $11,750) Is 4 Federal and state government ob;11gations

3 Income tax (See instructions to figure the tax) . Check this box if the corporation is a qualified personal Otner current assets (attach schedule) .
serdice corporation (see instructions) 0- 0 . . . . . . . . . . . . 6 Loans to stockholders 0

777 0
4a Foreign tax credit (attach Form 1118) . . . . . . . . . . . . 4a 7 Nlo,tg3ge and real estate lowis ~ . .

to Possessions tax credit (attach Form 5735) . . . . . . . . . . Alb 8 Otner-estments (attach schedule). "all

c Orphan drug credit (attach Form 6765) . . . . . 9 Bu,idings and other depreciable assets . X//TIE 134c
0

cl Credit for fuel produced from a nonconventi onal source (see a Less accumulated depreciation . . . .
instructions) . . . . . . . . . . . . . . . . . . . 4d 10 Depletable assets . . . . .

e General business credit. Enter here and check which forms a re attached ::
.
a Less accumulated depletion P.*

11 Land (net of any amortization) . . . . .E3Form38O0 OForm3468 E]Form588 4
OForm6478 EDForm6765 DForri . . . . . . . 12 Intangible assets (amortizable only) . . . .

f Credit for prior year minimum tax (attach Form 8801) . . . . . . a Less accumulated amortization . . . .
13 Diner assets (attach schedule) . . . . .

5 Total-Add lines 4a through 4f . . . . . . . . . . . . . . . . . 5 14 Total assets . . . . . . . a'all .

Liabilities and Stockholders' Equit y

6 Line 3 less line 5 .
. . . . . . . . . . . . . . .

. . . .
6 15 Accounts payable . . . . . . . . .

7 Personal holding company tax (attach Schedule PH (Form 1 120)) . . . 7-i 16 Mortgages . notes, bonds payable in less than I year

Recapture taxes . Check if from : []Form 4255 E]Form8611 . . . . . . 17 Other current liabilities (attach schedule

)

9a Alternative minimum tax (see instructions-attach Form 4626) . . . . . . . . . . . 18 Loans from stockholders

to Environmental tax (see instructions-attach Form 4626) . . . . . . . . . . . . . . . 29 Rb 19 Mvtgages, notes . bonds payable n I YedF u[ 111VI C
20 Other liabilities (attach schedule) . . . . oz

10 Total tax-Add lines 6 through 91b . Enter here and on lin Re 1 . . . . . . . . . . . 10 21 Capital stock: a Preferred stock . . . . .. OD
Additional, Information (See instruction F

.) K At any time during the tax year, did the corporation have an interest Yes No
b Common stock . . . . . .

H Refer to the list in the instructions and state the principal : ,e financial a nt in a 22 Paid-ir o pital surplus . . . . . . . .
in or a signature or other authority ocou

mings-Appropriated (attach schedule)(1) Business activity code no. 0 --------------------- account . orforeign country (such as a bank ac nt, securities
23 Retained eaca

(2) Business activity Ii ~ ------------------------ other financial account)? . . . .
. * * I - ' 7/7~

24 Retained earnings-Unappropriated

(3) Product or service No ts for form TO F 90 22. 1 .)
iz;,~ ~ /

(See instruction F and filing requiremen 25 Less cost of treasury stock . . . . . . . 0
26 Total liabilities and stockholders' equit y

1 (1) Did the corporation at the end of the tax year own, directly or It "Yes," enter name of foreign country
Reconciliation of Income per Books With Income per Return (You are not required to complete this scheduleindirectly, 50%

or mote of the voting stock of a domestic L Was the corporation the grantor of, or Iransiefor to, a foreign t ;ust if the total assets on line 14 . column (d), of Schedule L are less than $25,000. )corporation? (For rules of attribution, see section 267(c) .) . which existed during the current tax year, hether or not th e
If "Yes," attach a schedule showing: (a) name, address, and corporation has any beneficial interest in it? . . . . . . . . I Net income per books 7 Income recorded on books this year not
identifying number ; (b) percentage owned ; and (c) taxable It "Yes." the corporation may have to file Forms 3520, 3520-A or926 . 2 Federal income tax . . . . included in this return (itemize) :
income or (loss) before NOL and special deductions of such 3 Excess of capital losses over capital Pai i__ a Tax-exempt interest $ . . . . . . . . . . .
corporation for the tax year ending with or within your tax M During this tax year, did the corporation pay dividends (other than 4

Income subject to tax not recorded on bro'ok*s i 1 -11-. . . . . . . . . . . . .lear. stock dividends and distributions in exchange for stock) in excess of (it J . . . . . . . . . . . CL
thisyear emize) :

(2) Did any individual, partnership, corporation . estate . or trust at the corporation's current and accumulated earnings and profits? . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . 1-1 . . . . . . . . .

the end of the tax year own. directly or indirectly, 50% or more (See sections 301 and 316 .) . . . . . . . . . . . ------------- . . . . . . . . . . . . . . . . . . . . . . . . . .. 8 Deductions in this tax return not charged
5 Expenses recorded on books this year not against book income this year (itemize) :of the corporation's voting stock? (For rules of attribution, see If "Yes," file Form 5452. If this k a consolidated return, answer

section 267(c) .) If "Yes," complete (a) through (c) . . . . here for parent corporation and on Form $51, Affiliations Schedule, deducted in this return (itemize) : a Depreciation . .

. $ -----------(a) Attach a schedule showing name, address, and identifying for each subsidiary. a Depreciation . . . $ . . . . . . . . . . . . . . . . .. b Contributions carryover $ . . . . . . . . . . .
!anumber.

IN During this tax year did the corporation maintain any part of its b Contributions carryover$ . . . . . . . . . . . . . . . . . . . . . . . . . . . .
(b) Enter percentage owned b- accountinii/tax records on a computerized system? . . . . . c Travel and entertainment S. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

0 Check method of accounting: -----------(c) Was the owner of such voting stock a person other than a . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
. . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . .
U.S . person? (See instructions.) Note: If 'Yes," the (1) Cash

------------------------------------------ 9
Total of lines 7 and 8 . . . . . .

corporation may have to file Form 5472. . . . . . (2) Accrual 6 Total of lines 1
'04

10 Income (line 28, page I)-fine 6 les line 9
If "Yes," enter oper's country I - -------------- (3) Other (specify) 0. . . . . . . . . . . . . . . . . . . . . . E; ~~,! oi Unappropriated Retained Earnings per Books (line 24, Schedule Q (You are not required to

J Was the corporation a A.
-

shireholder of any controlled foreign P Check this box if the corporation issued publicly offered debt complete th is schedule if the total assets on line 14, column
(d), of Schedule L are less than $25,000. )

corporation? (See sections 951 and 957 .) . . . . . . . . . instruments with original issue discount . . . . . . I Balance at beginning of year . . . . 5 Distributions : a Cash . . . . .
If "Yes," attach Form W1 for each such corporation . If so, the corporation may have to file Form 8281. 2 Net income per books . . . . . . . . Is Stock . . . . .

Q Enter the amount of tax-exempt interest received or accrued during 3 Other increases (itemize) : . . . . . . . . . . . . . . . . Property . . . . .
the tax year I- I I ~

----------------- -------------- ------- 6 Other decreases (itemize): . . . . . . . . . .
R Enter the number of slurehoklers at the end of the tax year if there

were 35 or fewer shareholders No
. . . . . . .. 7 Total of lines 5 and 6

-line-------------- 4 less4 Total of lines 1, 2 . and 3 . . . . . 8 Balance at end of year (line 7



U.S . Corporation Short-Form Income Tax Return OMB No 15450890 Page 2

F-1120-A To see If you quality to file Form I I 20-A see Instructions. ii",W110 ~TI;11._1~11 .. .utation (See Instructions.)
=1 *111 Treasury

988 oar tass riser Isisproxing

gis. 9 . . . . .
)88I

Retierive Service Far calarides, year I . . . . . . . . . . . . . . . . . I exindhig . . . . . . . . . . . . . _ .1 119
1 Income tax (See :rstructions to figure the tax,) Chxxk this box if the exup. is a qualified personal service chip (Seeinshuctions .) 11 0

un N.- 6 EmployrivIckatificathinnsumb.,(EIN) 2a Generat bus,ress c,edit ChKk,i I, m . E:~ form 3800 0 Form 3468 0 For I
IRS.fasA Check this box if cwp . is I ED For . 6478 0 For. 6765 ED Form 1.a persicinal se-e cwp oth., . likinfixer, and st-1, (or PO, bes. u .ber .f -,I,s not delivered to street addree,is) C Date incorporated If

I. defini Temp.
',,d;z in, p,~or year minimum tax (attach Form 8801) . . . . .

Rep, wc. 1 .4414T-
~in
. 3 Toia!credits-Add lines 2a and 2b . . . . . . . . . . . . . 3

see, mstnuctions) fx~ pleasse City or town. state . and ZIP code D Total-ts(SeeSm,ficins-cion sE3 print or 4. -- ~e 1 less i-he 3 4

type . Dollars Cents
5 Recaclure !axes Check 4 from :3 Form 4255 [:1 Form 8611 . . . . . . . .

. 5 0

- -

I
t6E Check applicable be- tn,t,a return 17Ctin $ 6 A' :e-ative mimm-um tax (see instructions-attach Form 4626) . . . . . . . . . . . . . . .

IF Chuxcl, method of accounting (il)) HCaxh (2) AC .71 if ) Of n7 d 7 Tcra : tax-Ado meS 4 thirouigh 6 . Ent!f here and on line 27 . PaRe . . . . . 1 0(3 efx~lyf 7
-1

Is G,ou receipts or salmT Is Less returns and allowances I I Balance 11, Ic Additional Informal ion (See instfuc;,on F.) J (1) 14 an amount for cost of goods sold and/or operations is entered on *0
2 Cost of goods sold and/or operations (whe instructions) . . . . . . . . . . . . . 2 G Refer to the Ist ;n the,itstructions and state the principal: line 2. page 1 . complete (a) through (c)

0

3 Gross profit (fine lc less line 2) . . . . . . . . . . . . . . . . . . . . . . . . . 3 (a) Purchases (see instructions )

4 Domestic corporation dividends subjKt to the 70% deduction . . . . . . . . . . . . . . . 4 (1) Bus ness activity code no . 0, ~ . . . . . . . . . . . . . . . . . . . . . . . . . . . (b) Additional sec . 263A costs, (Sm

5 Interiest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 instructions- attach schedule) llx~

Oo 6 Gross rents . . . . . . . . . . . . . . . . . . . . . . . . . . . - 6 (2) B-n- activity I . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (c) Other costs (attach schedule) 11-.

-E 7 Gross royalties . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7

Capital gain net income (attach separate Schedule D (Form 1120)) . . . . . . . . . . . . . mdtIct or service I -------------
(2) Do the rules of section 263A (with respect to property produced or

Net gain or (loss) from Form 4797, Part 11 . line 18 (attach Form 4797) . . . . . . .

. (3) P . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . acquired for resale)apply to the corporation? . . YesO No O

K At any hme during the tax year, did you have an interest in or a signature or P-6.
10 Other income (see instructions) . . . . . . . . . . . . . . . . . . . . . . . . 10 H Did any individual, partnership, estate, or trust at the end of the tax year other authority over a financial account in a foreign country (such as a ban k
I I Total mcome-Add Imn 3 through 10 . . . . . . . . . . . . . . I . In, I I own . cirectIv or indirectly . 50% or more of the corporation*s voting account, securities account, or other financial account)? (See instruction F

12 Compensation of officers (whe instructi
i
ons) . . . . . . . . . . . . . . . . . . . . . . stoc,K1 (For rules of attribution . see section 267(c) .) . . Yes 0 No C3 for filing requirements for form TO F 90 22 . 1 .) . . . . Yes 0 No 0

13a Salaries and wages Is Loss jobs credit Balance 01 13ci It Yes," attach schedule showing name. address, and identifying If 'Yes," write in the name of the foreign country No . . . . . .

14 Regain, . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14 be,
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . .

15 Bad debts . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15 1 Enter the amount of tax exempt interest received or accrued during the L Enter amount of cash distributions and the book value of property (other

16 Rents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . tax year 10 tha2 cash) distributions made in this tax year 10

co
17 Taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Balance Sheets a) Beginning of tax year (b) End of tax year

co
1,12 IS Intermt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . I Cash . . . .

19 Contributions (see instructions for 10% limitation) . . . . . . . . . . . . . . . . 19 1 2 Trade notes and accounts rec.eivable . . . . . . .

20 Depreciation (attach Form 4562) . . . . . . . . . . . I a Less: allowance for bad debt s

21 Less depre,ciation claimed elsewhere on return . . . . . . . -21b;
C 3 Inventories . . . . . . I . . . . . . . ..

.2 22 Other deductions (attach schedule) . . . . . . . . . . . . . . . . . . . . .
22

4 Federal and state government obligations , . . . . . .

u 23 Total deductions-Add lines, 12 through 22 . 23 0

1

. . . . .
. 5 Other current assets (attach schedule) . . . .

.0 24 Taxable income before net operating toss deduction and special deductions (line 11 less tine 23) . . . 1 24
0 6 Loans to stockholders . . . . . . . . . .

0 25 Lan: a Net operating loss deduction (we instructions) . . . . . 25a
7 Mortgage and real estate loans . . . . . . .

Is Special deductions (see instructions) . . . N2'5b
8 Depreciable, depletable, and intangible assets .

26 Taxable income (line 24 lesus line 25c) . . . . . . . . . . . . . . . . . . . . 26
a Less . accumulated depreciation, depletion, and amortization . If

27 Total tax (from Part 1. line 7 on page 2) . . . . . . . . . . . . . . . . . . . 27 9
Land (net of any amortization) . . . . . . . .

.

28 Pasyroseentic

10

Other assets (attach schedule) . . . . . . . .

in 1987 overpaymen I I Total assets . . . . . . . . . . . . . . . . CLC ahed ,

'Cex"tecto'97~ ga 12 Accounts payable .Is 1988 estims a . payments . 1 1 .1b 1
1

c lues 1988,gf .,d applied for do Form 4466 1 28c K Sail 9-1 29d 13
Other current liabilities (attach schedule)

IL a Tax deposited with Form 7004 . . . . . . 128o l
,ts

. . . . -
V a 14 Loans from stockholders . . . . . . . . . . . . (A

cerm F28fT W fixa.C f Credit from regulated invitstment compatti (attach F' 2439) MC . i0 us v, 15 Mortgages . notes . bonds payable . . . . . . . . . .

ne a Credit for Federal tax on fuels (attach Form 4136)
sag I - -

4, -1

16 Other liabilities (attach schedule) . . . . . . . . .
is Total payments-Add lines 28d through 28g . . . . . . . . . . . . . . . . . . Six

29 Enter any penalty for underpayment of ittstimated tan-Chreck 11, 0 if For . 2220 is shushed . 29 17
Capital stock (preferred and common stock) . . . . . . . 0

18 Paid in or capital surplus . . . . . . . . . . P .S.

30 Tax duo-ifthe totalof linees 27 and 29 is largerthan line 28h . enteramount owed . . . . . . . 30
19 Retained earnings . . . . . . . . .

31 Overpaydrueent-ifIli 28h:i=thetotalot lini and 29 . enter amountoverpaid . . . . 31
20 Less cost of treasury stock

132 E tharroundolli.3 ; ..Of 1989 sathroustrad tax lx~ - I Refunded 10- 32
1 21 Total liabilities and stockholders : equity

Under pe-I . of Perjury . I declare that I haw examined this netum.mcludingaccompanymill schedulesi and statumixents, and to the best of my knowledge an d
please belief . it is trtue. corritm, am complete. Declaration of preparer (isher than taxpayer) is based on all information of which prepare, has any knowledge . J~ Reconciliation of Income per Books With Income per Return (Must be compi y all filers)

Sig'
111,

1 Enter net income per books 5 tlnco.e ritcorded on books this year not included in

H ere lignalune of officer Date IF Title 2 Feder I income tax

h
is return (itemize)

-T,epaver, social security numbee, 3 Inco e

D

Check it E) subjnt to tax not recorded on book, this 6 eductions in this tax return not charged against

self~employed year (itemize) book income this year (ite.i.) . ... . ... ..Paul :=U"e"
We'

Preparer's ucte 7 Income (line 24 . page 1). Enter the sum of linn 1 .U lhq~ Fi.-~' ,it __ I E .A. No W 4 Expenses recorded on books this year not died d

add,- 1 "Plod, W in this return (itemize) 2,1andellessthesurnoffines5ant,16

Fox, Prapervireark Reduction Act Notice, "a page I of the Instrucilones. F- I 120-A (igain



Department of the Treasu capitalization of past service pension The additional tax resulting from
9 It has no liability for interest under section reQuded to fire its return . Howe er. e

unc fusion of the LIFO recapture amount in
v t h

costs.-Contributions to a pension or income is payable in 4 equal installments
. 453(:X3) of 453A(c) (relating to certain cjOxrPlaorwdctitoodflnfgyieu5sthsahtoawr eiteffe9c8t

9iv

eta1x0yreaxr on

Internal Revenue Servic ery annuity plan representing past service costs The first installment is due with the return itnasxtaunldmeernstescat
ileosn)4or5

3irCfajl1m3e6n3t(pda
y.ments of the 198817orrn 1 120 and incorporate anyc1,81) 8 8 are now subject to the uniform for the electing corporation's last tax year a It is not required to file a special tax years beginning after December 31, 1988.

capitalization rules of section 263A or the as a C corporation See the instructions for return as stated below under Special Initial return . final return, and change In
long-term contract rules of section 460 . Schedule J . line 10, for more information on Returns for Certain Organizations . address.-It this is the corporation's first
hus, an allocable share of all otherwise, how to ligure and report the first installment return . check the "Initial return" box in itemInstructions for allowable pension costs, whether theyT of tax due. Special Returns for Certain G . Form 1120, or item E, Form 1120-A, If

relate to current or past services, must be Organizations the corporation ceases to exist, check the
included in the basis of

property producel Certain organizations. listed below . have to *Final return" box in item G and do not fil eForm's 1 120 and 1 120-A or held for resale, including property the Generi3i Instructions
file special returns. Form I I 20-A; use Form 1 1 20 . Indicate a

taxpayer produces Under a long-term Note : fit addition to those publications a Foreign corporations other than life and change at address by checking the(Section references are to the Internal Revenue Code unless otherwise noted .) contract . This change in law is effective for
listed throughout these instructions, 0

costs incurred after 1987 for property property and casualty insurance companies appropriate box-

(other than inventory) produced by the
taxpayers rday wish to get. Publication filing Forms 11 20L and 11 20-PC :

File Form Where To File
0

Paperwork Reduction Act Notice taxpayer, including costs allocable to long-
534, Depreciation : Publication 535, 1 120F . 1%

We ask for this information to carry out the Internal Revenue laws of the United States. We term contracts under section 460. f or
Business Expenses ; and Publication 542, e Foreign sales corporations (section 922) : Use [tie preaddressed envelope. If you do 1011

need it to ensure that taxpayers are complying with these laws and to allow us to figure and inventory costs . the change is effective for
Tax Information on Corporations. File Form 11 20-FSC . not use Itic envelope. file your return at the

applicable IRS address listed below . 0
collect the right amount of tax . You are required to give us this information, tax years beginning after 1987, and is A . Purpose of Form e Life insurance companies'(section 801): "ell

The time needed to complete and file the following forms will vary depending on treated as a change in method of File Form 11 20L . It U. . the . . .. . .

individualci rcurnstances . The estimated average times are : Copying, accounting initlated by the taxpayer and In general, Form
1 120. U .S . Corporation . a Property and casualty insurance phicip,i) b-in-, internist I

i

made with IRS consent
. Any adjustment Incorde Tax Return, and Form 1120-A, U .S.

companies (section 831) : File Form
o, 'g-cy h, 1-W." cent ., dd .. . . PAW

assembling der section 48 1
(a) must be Corporation Short Torm Income Tax Return, 1120-PC V V (D

and
sendinj required un 0

are used to report income . gains, losses ,
Learning about the Preparing the form to included in income over a period not t . Farmers' cooperatives (section 1381) : N- J V. N- Yu,k (N,- .deductions. and credits of U,S. Y kc,t, .n~a .. ....

Form Recordkeeping law or the form the form
I
RS exceed 4 years

. corporations, File Form
990-C
. ",.0, luat-11r . M 00501

1120 68 hrs.: 38 min . 39 hrs ., 22 min . 69 firs., 13 min . 7 It rs. 47 min. Personal service corporations may elect
a 0

Exempt organizations with unrelated w-',

4 min
. tax year other than a calendar year.-A B. Filing Form 1120a ade or business income : File Form 990 T .

N-
.

.. .
.
..... volle1120-A 43 hrs., 17 min . 23 hrs ., 56 min . 41 hrs., 31 min. 4 It rs. : 3

h (a nd Form tr (D
personal service corporatio s claimed in 1120-A o S corporations (section 1361) : File Form C M

Sch . D (1 120) . 6 hrs., 28 min . 3 hrs ., 35 min . 6 firs., 39 min . 48 min Temporary Regulations section 1 .441 .4T) . 1120S. M-u h-11,
Sch . PH (1 120) 13hrs ., 9 min. 6 hrs ., 29 min . 8 hrs., 52 min . 32 min . may elect to have a tax year other than a Who Must File e Interest charge domestic international W. . .. ..... ..

. Aunt MA05501

If you have comments concerning the accuracy of these time estimates or sugge calendar year rather than adopting or Domestic corporations not required to file a sales corporations (section 992) : File For mstions
for making these forms more simple, we would be happy to hear from you . You can write to changing to a calendar year for tax years soecial return (see below), must file Form I 120-IC-DISC. Att-1,. GA 34901
the Internal Revenue Service, Washington, DC 20224, Attention : IRS Reports Clearance beginning after

1986 . Electing corporations 1 120. unless they quality to file Form . e Political organizations (section 527) : File
Soon, hoh

e c
1 1 20-A . All domestic corporations Form 1120-POL. hOfficer, TR :FP ; or the Office of Management and Budget, Paperwork Reduction Project, at subje I to minimum distributio n

Washington, DC 20503. requirements under section 28OH(c) for (including corporations in bankruptcy) must e Condominium management associations 01 M-, ; C .1, 014 45999
each year the election is in effect. Ifthe file. whether or not they have any taxable and residential real estate management Kh, .,, .N- fv,-corporation fails to make the required income . unless exempt under section 501 . associations that elect to be treated as U..., To- A.,tui. TX 73301

Voluntary Contributions To reduced by the balance in the suspense minimurn distributions, the deduction (Note : Iran organization more nearly homeowners associations under section C0
account under section 463(c) must be allowable for certain amounts paid to resembles a corporation than a partnership 528: File Form I 120-H

. Aldsk,. A,-- . C,fiton,.,
Reduce the Public Debt included in income as follows: 25% for the employee-owners is limited to a maximum or trust, it will be considered an association

(,.udC, .1 Alvin,-. A .,di ..
Quite often inquiries are received about year of change, 5% in the 1st year after the deductible amount and the excess is a Funds set up to pay for nuclear Bod . Col. ., Contra

taxed as a corporation .) Co,la . Do] Nodr. El Dioado,how to make voluntary contributions to year of change, 35% for the 2nd year after deferred until the following tax year . See decommissioning costs (section 468A) : File
G1 , H,unhoult . take. Lass,o.

reduce the public debt . A corporation may the year of change, and 35% in the 3rd year Form 8716, Election To Have a Tax Year Who May File F~rrrn 1120-A Form 1120-ND. Main, M-d-no. Mi NaN .
contribute by enclosing with the tax return a after the year of change . However, if Rev. Other Than a Required Tax Year, for details. Form 1120-A may be filed by a corporation e

Designated settlement funds (section N-0. Mar- Plu,-, Ogd-.*UT 94201
check made payable to "Bureau of the PrDc . 84-74, 1984-2 C .B . 736,

requires the Reduction In dividends-received if it meets all of the following requirements- 468B)
: File Form 1120-DF. sa- in. Sao Joaquin . shava.

Public Debt." Voluntary contributions to Sierra, S,krvou. Sotano, Somme, 0
adjustment to be taken into account over a deduction .-Generally, the80%' a Its gross receipts (line la on page 1) mu a

Real estate investment trusts (section Suit,,. Te--, Trundy, Yaw, and 1%
't 856) : File Form 1120-REIT. You), Colchado, cla"o, Montana,reduce I he public debt are deductible period of less than 4 years, the adjustment dividends-received deduction has been be under

$250,000 . N Noah Dakota.subject to the rules and limitations for is to be included in income ratably over the reduced to 70% for dividends received after a
charitable contributions. shorter period . See 1987 Act section 10201 a Its total income (line 11 on page 1) must

:,Entities that elect to be treated as real Or`e[go, .soon, Dakota. Utah ,
1987 . However, an 80% dividends-received tate mortgage investment conduits Washnioo, . Wyo ng 0

for more information. be under $250,000 . (REMICs) under section 860D : File For mdeduction has been retained for those Its total assets (line 11 . column (b), Part caldo a count-) .
Installment method for dealer recipient corporations that own 20% or 1066 Haw- F-o. . CA93888

Important .Tax Law Changes dispositions of property .-The installment more of the voting power and value of the
tl on page 2) must be under $250,000.

Regulated investment companies (section T--~-- 0)

These changes are a result of the Reve nue method for dispositions of propertyby is It does not have an
ho.", low. 'an ,

Act of 1987 ("1987 Act") and the Technical dealers after 1987 has been repealed
. In stock of the issuing corporation

. See the foreign corporation .
y ownership in a 851) : File Form 1 120-RIC. md.un, vinjinduiticiu, Man- City, MO64999 3

addition, the proportionate disallowance instructions for Schedule
C . Form 1 120, for

0 It does not have foreign shareholders who When To File' 0 .
and Miscellaneous Revenue Act of 1988. more information . Atutuirna . Auk.h ., ,
They apply to tax years beginning after rules of section 453C have been repealed Graduated rates denied to qualified own

. directly or indirectly, 50% or more of In general, a corporation must file its Loud,ana . Mississippi. Medians, TN 37501

1987 unless otherwise noted . for dispositions after 1987 .
See section 453 personal service corporations- its stock . income tax return by the 15th day of the

N ."a Cidol,ra . Tipnon-

Vacation pay.-The special election that for details and exceptions. Qualified personal service corporations are e It is not a member of a controlled group Of 3rd month after the end of the tax year A Dela-re. D,sinct o r
Long-term contracts .-Effectwe for long. corporations (sections 1561 and 1563). C.1-0.1 Worland . PhdaMpIna. PA 19255 (Aallows accrual method taxpayers a now taxed at a flat rate of 34% on their new corporation filing a short-period return P-syi,aina, VnItuna

0-0
deduction for additions to a reserve for term contracts entered into after October taxable income . See the instructions under a It is not a personal holding company must generally file by the 15th day of the

- 1%
vacation pay has been repealed . Generally, 13, 1987 . and before June 21, 1988, that Tax Computation for the definition of a (sections 541 through 547) . 3rd month after the short period ends. A Corporations having their principal place
theamount nowallowed asa deduction for are accounted for under the percentage of qualified personal service corporation . a It is not a consolidated corporate return corporation that has dissolved must of business outside the United States or C
vacation pay is limited to the amount of completion-capitalized cost method, the Recapture of LIFO amount by filer. generally file by the 15th day of the 3rd claiming a possessions tax credit (section 0
v cation pay earned during the year to the percentage of items taken into account corporations that elect to beS e It is not a corporation undergoing a month after the date it dissolved . 936) must file with the Internal Revenuea hodextent it is paid during the year or vested at under the percentage of completion met corporations .-Generally, corporations dissolution or liquidation. Extension.-File Form 7004, Application Service Center, Philadelphia, PA 19255 .
the end of the year and paid within 21h has been increased to 70% . For long-term that make S corporation elections after a It is not filing its final tax return . for Automatic Extension of Time To File The separate income tax returns of a 0
months after the end of the year . contracts (except certain residential December 17, 1987, and that use the LIFO a Its only dividend income is from domestic Corporation Income Tax Return to request Iroup of corporations located in severa l

The change from the reserve method is construction contracts) entered into after inventory pricing method for their last year corporations (none of which represents an automatic 6-month extensio ; of time to ervice Center regions may be filed with the
treated as a change in method of - i - June 20, 1988, that are accounted for as a C corporation must include a "LIFO debt-financed securities), and those file . Service Center for the area in which the
accounting initiated by the taxpayer and under the percentage of completion-capitalized cost method, this percentage recapture andount' in income for their last dividends qualify for the 70% deduction. Period covered.-Fife the 1988 return for principal office of the managing corporation
made with IRS consent. The net amount of has been increased to 90% . Generally, tax year as a C corporation . The 9 It has no nonrefundable tax credits other calendar year 1988 and fiscal years that that keeps all the books and records is
the adjustment required by the change in corporation's LIFO recapture amount is than the general business credit and the begin in 1988 and end in 1989. For a fiscal located .
accounting method equals the excess of the builders of single-family residences and equal to the excess of the inventory amount credit for prior year minimum tax . year, fill in the tax year space at the top of
amount in the reserve at the end of the year dwelling units in buildings containing 4 or using the FIFO method over the inventory the form. Signaturepreceding the year of chan fewer dwelling units are not required to use a It is not subject to environmental ta x

ge over the either the percentage of completion method amount using the LIFO method at the close under section 59A . Note: The 1988 Form 1 120 may also be The return must be signed and dated by theamount accrued at the end of the year of the corporation's last tax year as a C used if. (1) the corporation has a tax year of president, vice president, treasurer .
preceding the year of change and paid or the percentage of completion-capitalized corporation .wi less than 12 months that begins and ends in assistant treasurer . chief accountingthin 21/2 months after the close of that cost method for contracts entered into afte r
year . The net amount of the adjustment June 20, 1988. See section 460 for details . 1989; and(2) the 1989 Form 1120is not officer. or any other corporate officer (such

Page 2 available by the time the corporation is as tax officer) authorized to sign. A receiver,



trustee, or assignee must sign and date any Change In accounting period .-Generally, To help ensure proper crediting to your 7 . Rule of 78's Not an Acceptable 6. Other Penalties.-There are also Form 8271 . Investor Reporting of Tax
return required to be filed on behalf of a before changing an accounting period, the account. write your employer identification Method of Figuring Interest penalties that can be imposed for Shelte Registration Number . It is used by
corporation . Commissiener's approval must be obtained number, 'Form 1120," and the tax period Taxpayers are emnided that, generally the negligence. substantial understatement of taxpay'ers who have acquired an interest i n

If a corporate officer filled in the (Regulations section 1 .442. 1) by filing Form to which the deposit applies on your check Rule of 78's is not an acceptable meth~d for tax, and fraud . See sections 6653 and 6661 . a tax shelter, which is required to be
corporate tax return, the Paid Preparer's 1128, Application for Change in Accounting or money order . computing interest income and expense. registered. to report the tax shelter's
space under "Signature of officer" should Period . Also see Publication 538 . . To get more deposit coupons, use the Anyone using the Rule of 78's should see E. Other Forms, Returns, registration number, Form 8271 must be
remain blank . If someone prepares the tax Personal service corporations as defined reorder form (Form 8109A) provided in the Revenue Procedures 84 27, 84 28. 84 29 Schedules, and Statements attached to any tax return (tricluding an
re urn and does not charge the corporation, in Temporary Regulations section 1 .441-4T coupon book. and 84-30, (which are in Cumulative That May Be Required application for tentative refund (For m
t 1 1139) and an amended return Jormhat person should not sign the return . (see the instructions for Item C on page 5) For more information concerning Bulletin 1984. 1) to change their method. 1 . Forms 1120X)) on which a deduction . credit . loss,Certain others who prepare the tax return must adopt a calendar year unless : deposits, see Publication 583, Informati6n D . Interest and Penalties The corporation inay have to file any of the or other tax benefit attributable to a taxshould not sign. For example, a regular . full- (1) the corporation can establish to the for Business Taxpayers .
time employee of the corporation . such as a Interest and penalty charges are described following : shelter is taken or any income attributable

satisfaction of the Commissioner that there 4 . Backup Withholding Forms W-2 and W-3 . Wage and Tax to a tax shelter is reported ,clerk, secretary, etc., does not have to sign . is a business purpose for having a different below If a corporation files late or fails to 0Generally, anyone who is paid to prepare tax year, or If a person receives certain payments and pay the tax when due, it may be liable for Statement; arid Transmittal of Income and Form 8281 . Information Return for Publicl y
the tax return must sign it and fill in the Offered Original Issue Discount 0other blanks in the Paid Preparer's Use (2) the corporation elects under section 444 does not give the payer the correct employer penalties unless it can show that failure to Tax Statements .

to have a tax year other than a calendar year identification number, the payer will withhold file or pay was due to rea!onable cause and Form W-2P . Statement for Recipients of tInStruments. This form is generally required
Only area of the retturn .

' taxes from those payments. This type of not willful neglect . Annuities, Pensions . Retired Pay, or IRA o be filed by issuers of public offerings of
The preparer required to sign the return Personal service corporations that wish es Payments, debt instruments within 30 days of the

must complete the required preparer to establish a business purpose for having a withholding is called 'backup withholding."If 1. Interest.-Interest is charged on tax issuance of the debt instrument 0
different tax year should see Rev . Rul . 87- the corporation has had any backup not paid by the due date, even if an Form 966 . Corporate Dissolution or -1

information and: ithholding withheld from payments, the extension of time to file is granted . Interest is Liquidation, Form 8283 . Noncash Charitable '
. . 57 1987-2 C.B . 117, for more information. w Contributions. Generally, this form must beSign it, by hand . in the space provided tar Alsc, see Rev . Proc. 87-32, 1987-2 C.B. corporation should show this amount in the also charged on penalties imposed for failure Form 1096 . Annual Summary and V.&

the preparer's signature. (Signature stamps completed and attached to Form 1 120 o rblank space in the righthand column between to file, negligence, fraud . gross valuation Transmittal of U .S . Information Returns ,396, for procedures to use in adopting, lines 31 and 32h, page 1, Form 1120, and overstatements, and substantial Form 1098 . Mortgage Interest St contribution after June 6, 1988, in propertyor labels are not acceptable .) retaining, or changing the corporation's tax atement . I 120-A it the corporation made a (D
e Give a copy of the tax return to the label the amount as 'backup withholding .* understatements of tax from the due date This form

.is used to report the receipt from other than money and the total claime df year . Personal service corporations that The corporation should then include the (including extensions) to the date of any indivi ual of $600 or more of mortgagetaxpayer in addition to the copy iledwithIRS . wish to adopt or retain a noncalendar tax deduction of all property contributed was
Tax return preparers should be familiar amount in the total for line 32h . On Form payment. The interest charge is figured at a interest in the course of the corporation's more than $5.000 . Closely held corporationsyear must file requests to do so on Form 1120-A, include the amount of backup rate determined under section 662 1 . trade or business for any calendar year. and personal service corporations mus twith their responsibilities, See Publication 1128 in accordance with the procedures withholding on line 28h, page 1, and write 2. Late Filing of Return .-A corporation Forms 1099-A. IV, INT . MISC. OID. complete and attach this form fo r1045 . Information for Tax Practitioners, for outlined in Rev . Proc . 87-32.

'backup withholding" and the amount on the that fails to file its return when due PATR, li~rfcrmabon returns for contributions of property other than money 44more details, R. and S. CPersonal service corporations that wish dotted line to the left of line 28h . (including extensions of time f filing) may reporting abandonments, acquisitions if the total claimed deduction of all propertyC. Figuring and Paying the Tax to elect under section 444 to have a tax year be subject to a penalty of 5% a0month or through foreclosure, proceeds from broker contributed was more than $500 .other than a calendar year must file Form 5.
Estimated Tax fraction of a month, up to a maximum of and barter exchange transactions, certai n1 . Accounting 8716. Generally, Form 8716 must be filed Generally, a corporation must make 25%. for each month the return is not filed . dividends and distributions, interest Form 8300. Report of Cash Payments Over

Accounting methods .-Taxabte income by the earlier of : (1) the 15th day of the 5th estimated tax payments if it can expect its The penalty is imposed on t he net amount payments, payments for certain fishing boat $10,000 Received in a Trade or Business .
must be computed using the method of month following the month that includes the estimated tax (income tax minus credits) to due . The minim penalty for failure to file crew members . medical and dental health Generally, this form is used to report the
accounting regularly used in keeping the 1st day of the tax year for which the election be $500or more, Use Form 2120-W, a tax return withim receipl of more than $ 10,000 in cash or
corporation's books and records . In all will be effective, or (2) the due date (not 60 days of the due date care payments, direct sales of consumer foreign currency in one transaction (or aCorporation Estimated Tax, as a worksheet for filing (including extensions) is the lesser goods for resale, miscellaneous incom ecases, the method adopted must clearly including extensions) of the income tax to compute estimated tax. Use the Payment of the underpayment of tax or $ 100 . payments, nonemployee compen sat on series of related transactions)

00reflect taxable income. See section 446 . return resulting from the section 444 Coupons (Forms 8109) in making deposits Form 8697. Interest Computation Unde r
Generally, corporations engaged in election . Electing corporations are subject to 3. Late Payment of Tax.-Generally, the original issue discount, patronag e

of estimated tax. penalty for not paying tax when due is 112 1 dividends . total distributions from profit- the Look-Back Method for Completed Long .
farming operations must use the accrual minimum distribution requirements under If a corporation is the beneficiary of a 1% of the unpaid amount, up to a maximo sharing plans, retirement plans and Term Contracts . Use this form to figure the 0
method of accounting . See section 447 for section 280H(c) for each year the election is trust, and the trust makes a section 643(g) urn individual retirement arrangements, arid interest due or to be refunded under th e

in effect. If the corporation fails to make the of 25% . for each month or fraction of a look-back method of section 460(b)(3) o nexceptions . election to credit its estimated tax month the tax remains unpaid. The penalty proceeds from real estate transactions. Also 'n
Generally, corporations (other than required minimum distributions, the payments to its beneficiaries, include the is imposed on the net amount due . use these returns to report amounts th long-term contracts entered into afte r

qualified personal service corporations) are deduction allowable for certain amounts corporation's share of the estimated tax at February 28, 1986, that are accounted for 0paid to employee-owners is limited to a -A were received as a nominee on behal o f
required to use the accrual method of payment in the total amount entered an line 4 . Underpayment of Estimated Tax. another person . under either the percentage of completion . 11accounting if their annual ave age gross maximum deductible amount under section 32b, Form 1 120. In the blank space to th e corporation that fails to make estimated tax capitalized cost method or the percentag e

r' 28OH(d). Amounts not allowed as a payments when due may be subject to an For more information, see Publication of complet;on method .receipts are $5 .000,000or more See left of the entry space for line 32b, write 3 1
section 448(c) . A corporation ch~nging to deduction for the tax year are carried over to 'Sec . 6543(g)" and the amount attributable underpayment penalty for the period of

916, Information Returns
. Form 8810. Corporate Passive Activity Loss

the accrual method because of this the followingtax year . to it. On Form I 120-A, include the underpayment. In general . to avoid the Note : Every corpora,tion must file and Credit Limitations. Closely held
provision must complete Form 3115, estimated tax penalty. the corporation must information returns in the course of its

2 . Rounding Off to Whole-Dollar corporation's share of the section 643l
make estimated tax payments of at least the trade or business, it makes payments of corporations and personal service

Application for Change in Accounting Amounts payment on line 28b and identify it as smaller of 90% of the tax shown on the rents, commissions, or other fixed or corporations, which are subject to the
Method, and attach it to Form 1 120 for the shown above for Form 1 120.
year of change. The corporation must also return or 100% of its prior year's tax . See determinable income (see section 6041) passive activity limitations of section 469,

The corporation may show the money items If the corporation overpaid estimated tax. totaling $600 or more to any one person use this form to compute their allowabl e
show on a statement accompanying Form on the return and accompanying schedules section 6655 for details and exceptions . . passive activity loss and credit. CL
3115 the period over which the section as whole-dollar amounts

. To do so, drop any it may be able to get a 'quick refund* by during the calendaryear,
amount less than 50 cents and increase an I I IF 4466, Corporation Application Form 2220, Underpayment o f

48 1 (a) adjustment will be taken into y fo'~rn6ui .c3.1und of Overpayment of Estimated Tax by Corporations, is used to Form 5452. Corporate Report of 2 . Consolidated Retur n
account and the basis for that conclusion . amount from 50 cents through 99 cents to Estimated Tax. The overpayment must be see if the corporation owes a penalty and to Nontaxable Dividends . The parent corporation of an affiliated group
See section 448 and Temporary the next higher dollar. both: (1) at least 10% of expected income figure the amount of the penalty. Generally

'
Form 5498. Individual Retirement of corporations must attach Form 851 .

Regulations sections 1 .448-lT(g) and 3 . Depositary Method of Tax Payment tax liability, and (2) at least $500. To apply, the corporation does not have to file this Arrangement Information . Use this iorm to Affiliations Schedule, to the consolidated PO
1 .448 . IT(h) for more information . Include le Form 4466 within 21h Months after the form because IRS can figure the amount of report contributions (including rollover return . For the first year a consolidated
the amount reportable as income in 1988 The corporation must pay the tax due in full find of the tax year and before the any penalty and bill the corporation for it . contributions) to an individual retirement return is filed, each subsidiary must attach
under section 481(a) on line 10, page 1 . when the return is filed but no later than corporation files its tax return . However, you must complete and attach arrangement (IRA) and the value of an IRA Form 1122, Authorization and Consent of

For long-term contracts (except certain 2% months after the end of the tax year. Form 2220 even if the corporation does not 01 simplified employee pension account . Subsidiary Corporation to be Included in a
real property construction contracts), Deposit corporation income tax payments 6 . Timing Change In Deducting owe the penalty if : (a) the annualized Form 5713 . International Boycott Report, Consolidated Income Tax Return .
entered into after February 28, 1986. (and estimated tax payments) with a Federal Accrued Expenses income or adjusted seasonal installment for persons having operations in or related File supporting statements for each 0
taxpayers must elect either the ; percentage of Tax Deposit Coupon (Form 8109). Be'sure to Generally, an accrual basis taxpayer can method is used, or (b) the corporation is a to "boycotting" countries . In addition, corporation included in the consolidate d
completion method or the percentage of darken the '1 120" box on the coupon . Make deduct accrued expenses in the tax year that "large corporation" computing its first persons who participate in or cooperate with return . Use columns to show the following,
completion-capitalized cost method . See these tax deposits with either a financial all events have occurred that determine the required installment based on the prior an international boycott may have to both before and after adjustments : (A
section 460; Notice 87-61, 1987-2 C .B. 370 ; institution qualified as a depositary for liability, and the amount of the liabilitycan be year's tax . If you attach Form 2220, be sure complete Schedule A or Schedule 8 and a Items of gross income and deductions .
and Notice 88-66, 1988-25 I .R .B . 4 1 ; for Federal taxes or the Federal Reserve bank or figured with reasonable accuracy. However, to check the box on line 33, Form 1120, or Schedule C of Form 5713 to compute their * A computation of taxable income.
more information . branch servicingthe geographic area where foernterally all the events that establish liability line 29, Form 1 120-A, and enter the loss of the following items : the foreign tax a Balance sheets as of the beginning and

Unless the law specifically permits the corporation is located . Do not submit he amount are treated as occurring only amount of any penalty on this line . credit, the deferral of earnings of a
otherwise. the corporation may change the deposits directly to an IRS office ; otherwise . when economic performance takes place . 5 . Overstated Tax Deposits.-If deposits controlled foreign corporation, IC-DISC :no of the tax year .

method of accounting used to report taxable the corporation may be subject to a failure to There are exceptions for recurring iterns . See are overstated, the corporation may be benefits, and FSC benefits. . A reconciliation of income per books with

income in earlier years (for income as a whole deposit penalty . Records of deposits will be section 46 1(h). subject to a penalty of 25% of the overstated Form 8264. Application for Registration of income per return.

or for any material item) only by It ing sent to IRS for crediting to the corporation's deposit claim . See s~ection 6656(b) . a Tax Shelter . It is used by tax shelter a A reconciliation of retained earnings.

consent on Form 3115 . Also see Pub Ication account . Seethe instructions contained in orrniZers to register tax shelters with the Attach consolidated balance sheets and
538, Accounting Periods and Methods . the coupon book (Form 8109)for more IR

.
for the purpose of receiving a tax a reconciliation of consolidated retained

information . Page 3 Page 4 shelter registration number. earnings.



_116 Changes have also been made to the amount. Corporations that fall under this When no regular open market exists or when
3 . Statements through Lon page 2. Form 1120-A .The The testing period for a tax year is the tax installment method . Effective for dispositions provision should attach a schedule showing quotations are nominal because of inactive
Stock ownership in foreign instructions that follow are keyed to these year preceding such tax year, except for a after 1987, the installment method is no total gross receipts, amount not accrued as a market conditions . use fair market prices
cofporations.-Attach the required questions. new corporation. The testing period for a longer available for dealer dispositions of result of the application of section 448(dX5) . from the most reliable sales or purchase

new corpora~ion (one in its first tax year) is property . In addit on, the proportionate and the net amount accrued. The net amount transactions that occurred near the date thestatement to Forin 1 120 it the corporati on 1 . Question 1(2)(c), Form 11 20 only the period beginning on the first day of its disallowance rulels(of section 453C have should be entered on line Ia . For more inventory is valued, For more requirements,owned 596 or more in value of the
U.S . persdn .-The,term "U .S . person" first tax year and ending on the earlier of been repealed for dispositions after 1987 . information and guidelines on this "non- see Regulations section 1 .471-4 .outstanding stock of a foreign persona l

holding company and the corporation was means the last day of its first tax year or the last However . a dealer disposition does not accrual experience method." see Temporary Inventory may be valued uelow c6st
heq jired to includeut its gross income any I A citizen or resident of the United States; day of the calendar year in which the first include : (1) the disposition of property used Regulations section 1 .448 2T. when the merchandiw is: (1) unsalable at

it
or produced in the trade or business of Line

2undistributed for6gn personal holding 2 . A domestic partnership ; tax year began. normal prices. or (2) unusable in the normal
company income front a foreign personal 3 . A domestic Corporation ; or Activities of the taxpayer that are treated farming, or (2) certain dispositions of x way becau~e the goods are "suro,ormal"
holding company . See section 55 1(c). 4. Any estate or trust (other than a I

as the performance of personal services are timeshares and residential lots if the ta payer Cost of goods sold and/or operations (that is because of d3foage, imperfections ,
A corporation that controls a foreign estate or trust within the meaning ofOreign limited to activities of the taxpayer that elects to pay interest under section 453(l)(3) . . Both Form 1 1 20 and Form I 120-A filers shop wea r, etc .) with in I he mea ning o f

corporation ; or that is a 10%-or-more section 7701(a)(31))
. involve the performance of services in the See section 453(l) for more information . must enter their cost of goods sold and/or Regulations section 1 .471 .2(c) . Such goods 0. fields of health, law, engineering, Effective'for tax years beginning after operations on line 2, page 1, of their may be valued at a current bona fide sellingshareholder of a controlled foreign "Owner's country,' for individuals, is the architecture

. accounting. actuarial science, 1987, the installment method has also been respective forms: However, a Form 11 20 price inu direct cost of disposition (but 0
corporation : or acquires . disposes of, or owner*s country of residence . For all others

. performing arts, or consulting (as such repealed for installment obligations arising filer must also complete Schedule A on page not 1~son
s -1

owns 5% or more ownership in the it is the country where incorporated. s than scrap value) if such a price can
Voutstanding stock of a foreign corporation, fields are defined in Temporary Regulations from dealer dispositions of property after . 2 of the form. beestabl is hed. See Regulations section

may have to file Form 5471, Information organized, created
. or administered . section 1,448-IT) . , February 28 . 1986, and before January 1, While there is not a similar schedule on 1 .471 .2(c) for more requirements . 0

Return with Respect to a Foreign 2 . Question K Personal servicesare substantially 1988. If the corporation was reporting these Form 1120 A to compute this entry, the If this is the first year the "Last-in First. -1
Corporation . Foreign financial accounts .-Check the performed

by employee-owners if more obligations on the installment method, the following vorksheet is provided to help in out" (LIFO) inventory method was either 0
A domestic corporation or a foreign "Yes" box if either a or b below applies to than 20% of the corporation's gain that remains to be recognized as of the figuring this amount . adopted or extended to invento goods no t

corporation that is engaged in a trade or the corporation ; otherwise
. check the "No" compensation cost for the testing period first day of the corporation's first tax year Note : lfa corporation is using either previously valued under the LIF9 method

business in the United States and is box
: attributable to the performance of personal beginning after 1987 must be included in Schedule A, Form 1120, or the following provided in section 472, attach Form 970,

services is attributable to personal services income as a section 481(a) adjustment over worksheet to figure cost of operations, Application To Use LIFO Inventory Method ,controlled by a foreign person may have to a . At any time during the year the performed
by employee-owners . a period not to exceed 4 tax years . The rules where inventories are not an income. or a statement with the informationfile Form 5472 . Information Return of a corporation had an interest in or

A person is considered to be an of Rev . Proc . 84-74 are used to figure the determining factor, it should do so by required by Form 970 . Also check the LIFOForeign Owned Corporation
. signature or other authority over a employee-owner if the person is an amount includible each year . except that the entering a zero on lines 1 .and 6 of the box on Ime 8b of Sc hed u le A, Form 1 1 20 (D

Transfers to a corporation controlled by financial account in a foreign country #as .
the traniferor . employee of the corporation on any day of section 48 1 (a) adjustment must be included schedule or worksheet . only. Enter the amount or percent of total C-if

a person receives stock (such as a bank account, securities ownsany in income at a rate no slower than the rate of closing inventories covered under sectio nor securi ties of a corporation in exchange account, or other financial account)
; the testing period and the person Form 11 20 filers using Schedule A and

for property . and no gain or loss is AND outstanding stock of the corporation on any contraction of the corporation's dealer Form 1 120-A filers using the worksheet 472 on line 8c . Estimbtes are acceptable .
recognized under section 35 1, the person e The combined value of the accounts day of the testing period

. Stock ownership is installment obligations. Do not include in the below should see the instructions below If the corporation changed or extended :3
determined under the attribution rules of section 481(a) adjustment any gain that Is under Section 263A Uniform its inventory method to LIFO and had to (Atransferor) and the transferee must attach was more than $10,000 at any time section

318 (except that "any" is taken into account under section 81
I(c)(6) Capitalization Rules before completing "write up" its opening inventory to cost i nto Form 1120 the information required by during the year ; AND

substituted for '50%" in section of the Tax Reform Act of 1986 ("1986 Act") Schedule A or the worksheet . the year of election, report the effect of thisRegulations section 1 .351-3. o The account was NOT with a U .S . 318(a)(2)(C)) . (transition rule for sales of real property by writeup as income (line 10, page 1) .
4 . Arhended Return military banking facility operated by a

. For details, see Temporary Regulations dealers) . Similarly. the section 481(a) Worksheet (Form 112 ' O-A)
proportionately over a 3-year penod that

W
U .S . financial institution .. adjustment is not affected by section 1' In,ento,y at start of yea, begins in the tax year you made this election 00Use Form 1120X, Amended U .S. b. The corporation owns more than 50% of

section 1 441 4T .
81 I(c)(7) of the 1986 Act, which permits (enter here and on page 2.

(section 472(d)) .Corporation income Tax Return, to correct Item D . Employer identification number
. sales Part 11 . tine 3, Column (a). ODthe stock in any corporation that would

It the employer identification number (EIN) the delayed payment of certain tax for Form 1120 A) . . . Section 263A Uniform Capitalizationany error in a previously filed Form 1 120 or answer "Yes" to item a above. of personal property by dealers. Both of 2. Purchases (enter here and Rules . The uniform capitalization rules ofForm 1120-A . Get form To F90-22 .1, Reportof don the label is wrong or if the corporation these rules continue to apply to installment oo, Page 2 item Alloa)
. section 263A ar Uediscussed in general in the

5 . Financial Statements Foreign Bank and Financial Accounts, to id not receive a label, enter the correct obligalioqs arising out of dealer dispositions F m1120X) . . . .number at the top of the return. instructions for miltations on deductions
A corporation is not required to com

.plete see it the corporation is considered to have
A corporation that does not have an EIN

occurring after February 28, 1986, and 3 Cost of xPor (enter he,eeand on page 7 . See those instructions before _n
an interest in or signature or other authority before January 1, 1988. Include the amount include in total on pag

-Schedules M-1 and M-2(Form 1120only)if should apply for one on Form SS-4. ItemJ(lXC) .FohmlI2O-A) proceeding .
over a financial account in a foreign country Application for Employer Identification reportable as income in 1988 on line10, 0

the corporation's total assets at the end of (such as a bank account, securities - page 1, and attach a computation . The 4a . Adchhonal section 263A Schedule A, Form 11 20, .andthe tax year (line 14, column (d) of Schedule accou Number
. This form may be obtained from change of accounting method is treated as costs (enter here and on Worksheet, Form 1120-Ant). page 2. Item J(1 Xb)) (see in.

account
. or other financial most IRS and Social Security Administration initiated

by the taxpayer and made with IRS M-finns) . . . . . . . .
L, Form 1120) are less than $25,000

. If "Yes" is checked for this question, file offices . Send Form SS-4to the same Line 4a.-An entry is required on this line
6. Attachments form TD F 90-22 .1 by June 30,1989,with consent

. 4 Other costs (enter here and only for corporations that have elected aInternal Revenue Service Center to which For dealer dispositions of property befor m a a simplified method of accounting
. In the cas e

Attach Form 4136, Comput the Dep rtment of the Treasury at the Form 1 120 or Form 1 120-A is mailed . Ifthe J(clude on p g 2 . Itemft
:tion of Credit addressashown on the form . Form TO F 90- March 1, 1986 . dispositions of property usede I Xc))

for Federal Tax on Fuels . a r page 4 . Form EIN has not been received by the filing time of taxpayers that have elected the im lified 0)
1120, or page 2. Form 1120-A. Attach

22 1 is not a tax return, so do not file it with for the corporation return, write "Applied or produced in the trade or business of 5 . 'S,btotal-Add Innes I
production method, additional sectioni'263 A

schedules in alphabetical order and other Form 1120. for" in the space for the EIN. farming . and certain dispositions of through4b . . . ~ . . . -
costs are generally those costs, other than

forms in numerical order after the Form m TD F 90-22 .1 may be o For more information concerning an EIN
timeshares and residential lots reported 6 . In,emory at end of yea rFo blamed (ente

;, he interest, that were not capitalized or included CL
from IRS Forms Distribution Centers . under the installment method. enter on line I

the end on Mge, 2 ,
4136. see Publication 583. Part ~ Colu P) in the inventory costs under the taxpayer*s

the gross profit on collections from Form 1 120 A) . . . . . . .
method of accounting immediately prior toIn order to process the return we ask that Also . if "Yes* is checked for this Item F. Total Assets. Ente the total assets installment sales and carry the same amount 7. Total cost of goods sold

and/ the effective date in T mporary Regulation syou complete every applicable entry space question, write the name of the forg'gn of the corporation . If there 'are no assets at to line 3. Attach a schedule showing the
0,

o~ratnms-bne 5less line e Ml
on Form 1 120 . Please do not attach country or countries . Attach a separate, the end of the tax year, enter the total following for the current year and the

3 6 (enter here and on page 1, section 1 .263A- IT, but that are now
(Astatements and write 'See attached" in lieu sheet if more space is needed . assets as of the beginning of the tax year. preceding years : a. gross sales, b . cost of

Ime7, Form 1120 A) . . . . required to be capitalized under section
0-0.

of completing the entry spaces on Form 3. Question Q, Form 1120, and Income goods sold, c . gross profits. d. percentage of Inventory valuation methods. Inventories 263A. In the case of taxpayers that have -1
1120 . Question 1, Form 1120-A gross profits to gross sales, a. amount can be valued at: (1) cost ; (2) cost or elected a simplified resale method ,

If more space is needed on the forms or
of

Note: Generally, income from all sources, collected, and f . gross profit on amount market value (.hich:ver is lower) ; or (3) additional section 263A costs are generall y
schedules, attach separate sheets Report any tax exempt interest receive or

whether U.S. or foreign, must be included. collected . For sales of timeshares and any other method th I is approved by the those costs incurred with respect to the 0
indicatirigat the top of each )"achmentthe accrued in the space provided . Include any following categories: off-site storage or -110.

residential lots reported under the on's Commissioner of Internal Revenue, and warehousing
; purchasing; handling,

0
form number or schedule letter of the form exempt interest dividends received as a Line I

installment method, the corporati that conforms to the provisions of th e
or schedule being continued Also showthe shareholder in a mutual fund or other processing. assembly, and repackaging : and

regulated investment company . Gross receipts income tax is increased by the interest applicable regulations cited below
. general and administrative costs (mixedsame information called for on th~ form in payable under section 453(l)(3). To report Taxpayers using erroneous valuation service costs)

. Enter on line 4a the balanceEnter gross receipts or sales from all ethods must change to a method
chthe same order as on the printed forms . Be Specific Instructions business operations except those host this addition to the tati, see the instructions m

sure to show totals on the printed forms. oth?t r
for line 10, Schedule J, Form 11 20 . permitted for Federal income tax purposes. of

section 263A costs paid or incurred during
Please use sheets that are the same size as Item C. Personal service corporation .- be reported on lines 4 through 1 . For the taxable year not included on lines 2 and

reporting advance payments, see Accrual basis taxpayeM need not accrue Such a change should be made by filing
the forms and schedules. Attach these The term "personal service corporation" It the Form 3115 . For more information about the

3. See Temporary Regulations section
separate sheets after all the schedules and means a corporation whose principal Regulations section 1 .451-5 . certain amounts to be received fror change, see Regulations section 1

.446-
1 .263A-IT for more information .

g period for the tax The rules for long-term contracts have performance of services which, on the basis 1(e)(3) and Rev
. Proc . 84-74 . Line 4b.-Enter on line 4b any costs paidforms . Also, put the corporation's name and activity during the testin of their experience, will not be collecte

demployer identification number (EIN) on year is the performance of personal services been changed by the Revenue Act of. 1987
(section 448(d)(5)) . This provision does not On line Ba of Schedule A . Form 1120 or incurred durinj the taxable year not

each sheet . that are substantially performed by and the Technical and Miscellaneous equired to only, check the method(s) used for valuing entered on line through 4a .
employee-owners who own more than 10% Revenue Act of 1988 . See section 460 for apply to any amount if interest is r,0

be paid on such amount or if there is any inventories . Under "lower of cost or market," Line 6 .-See Temporary Regulations
F. Additional Information I the fair market value of the corporation's more information

. penalty for failure to timely pay such market generally applies to normal market section 1 .263A-lT for more information on
Be sure to answer questions H through R outstanding stock as of the last dayof the conditions where there is a current bid price computing the amount of additional section
on page 3. Form 1 120, or questions G testing period for the tax year. Page 5

Page 6 prevailing at the date the inventory is valued .
263A costs to be capitalized and added to
ending inventory ,

ar



than capitalize them) . and the activity is not Caution: If you provided taxable fringe Interest that is allocable to such property
Line 4 intangible) acquired for resale. Taxpayers or typing 'Automatic Change in Accounting a rental activity, Temporary Regulations benefits to your employees. such as produced by a corporation for iIs own use or
Dividends subject to the rules are required to capitalize Method Under Section 263A .* See Notice section 1 469- IT(g)(3) defines material personal use of a car, do not deduct as for sale must be capitalized. In addition. a

notonlydirect osts but an allocable Portion 88-92 for details. participation of corporations . wages the amount allocated for corporation must also capitalize an y
c c Generally, losses from passive activities depreciation and other expenses that you interest on debt allocable to an asset usedForm 11 20-A filers.-Because Form of most indirect costs (in luding taxes) that Exceptions: The requirement to file Form

1 120-A can be filed by corporations that relate to the assets produced or acquired for 3J 15 or the section 263A checklist does can be deducted only to the extent of claimed on lines 20and 26, Form 1120, or to produce the above property . See section
only received dividends from domestic resale . Interest expense paid or incurred not apply to any corporation required to income from passive activities, Passive lines 20 and 22, Form I 120-A. 263A and Notice 88-99 for definitions an d
corporations (that are not from debt- during the production period of certain change its accounting method under activity credits generally are limited to the Enter on line 13b the amount of jobs more information.

I I
financed stock) that qualify for the 70% property must be capitalized and is governed section 263A with respect to: (i) property tax attributable to net passive income . credit from Form 5884. Jobs Credit. See section 7872 for special rules
dividends-received cleduc!ion, they should by special rules. For more information, see produced in a farming business, or (if) Closely held corporations are allowed to Line 14 regarding the deductibility of foregone
enter the total of those dividends on line 4, Notice 88 99, 1988-36 I .R .B . 2XJ The property produced by the corporation to be increase (i) the limitation on losses from interest on certain below-marke! rate loans .
page 1 . Form 1120-A . uniform capitalization rules also apply to the used in the corporation's trade or business passive activities by the amount of net Repair s
Form 1 120 filers.-See the instructions production of property constructed or (but only if the corporatior's average annual active income

. and (ii) the limitation on Enter the cost of incidental repairs t Line
1 9

for Schedule C, Form 1120. improved by a taxpayer for use in its trade or gross receipts for the 3 taxyears preceding passive activity credits by
the tax claimed elsewhere on the return . suocoh as Contributions 0

Line 5
business or in an activity engaged in for the year of change do not exceed $1 0 attributable to net active income

. See labor and supplies, that do not add to the Enter contributions or gifts actually paid 0profit . million) . Temporary Regulations section 1
.469 value of the property or appreciably prolong within the tax year to or for the use of -1 1Interest Section 263A does not apply to personal 2. Transactions between related

I T(g)(4) for the definition of net active ts life
. charitable and governmental organizations Vincome

. Phase in rules apply to certain described in section 170(c) and any unused
0

Enter taxable interest on U .S . obligations property acquired for resale if the taxpayers
.-Generally, an accrual basis passive activities acquired before October Line 15

contributions carried over from prtof years .and on loans, notes, mortgages, bonds, bank taxpayer's annual average gross receipts taxpayer may only deduct business
23 1986 . For tax years beginning in 1988. Bad debtsdeposits . corporate bonds, tax refunds, etc. are $10,000,000 or less. It does not apply expenses and interest owed to a relate d

Do not offset interest expense against to timber or to property produced under a party in the year the payment is included in 40% of the current year passive activity loss The total amount claimed may not be
interest income . long-term contract . Special rules apply for the income of the related party . See section and crredit from these activities is allowed . Enter the total debts that became worthless more than 10% of taxable income (line 30 .

farmers. The rules do not apply to property 267 for limitation on deductions for unpaid Gene ally, passive activity losses and in whole or in part during the tax year . A Form 1 1 20. or line 26. Form I 120-A)
Special rules apply to interest income computed without regard to the following:

from certain below-market rate loans . See which is produced for use by the taxpayer if expenses and interest
. credits that are not allowed in the current small bank or thrift institution using th e

section 7872 for more information. substantial construction has occurred 3 . Section 291 limitations
.-Corporations year are carried forward for use in later reserve method should attach a schedule 1 . Any deduction for contributions;

before March 1, 1986. may be required to adjust deductions for years
. showing how it arrived at the current year's 2 . The special deductions on line 291b . Form

Line 6 In the case of inventory, some of the depletion of iron ore and coal, intangible Corporations subject to the passive provision, 1120 . or line 25b, Form 1120-A ;

indirect costs that must be capitalized are activity limitations must complete Form 3 . Deductions allowed under sections 249 (D
Gross rents drilling and exploration and clevelopment Credit Li

0
Line 17

and 250; 0-0.
administration expenses; taxes; costs, bad debt deductions for financial 8810. C rporate Passive Activity Loss and Taxes C

Enter the gross amount received for the depreciation ; insurance ; compensation paid institutions, and the amortizable basis of mitations, to compute their 4 . Any net operating loss carryback to th e
rent of property

. Deduct expenses such as to officers attributable to services; rework pollution control facilities . See section 291 allowable passive activity loss and credit, Enter taxes paid or accrued during the tax tax year under section 172 ; an d
repairs, interest, taxes, and clepteciation on Before completing Form 8810, see year,bu t do not include the following : 5. Any capital loss ca"back to the tax yearthe proper lines for deductions . labor, and contributions to pension, stock to determine the amount of adjustment Temporary Regulations section

1 .163-8T, 1 . Federal income taxes; under section 12 12(a)(1) .bonu ;, and certain profit-sharing, annuity, 4 . Golden parachute payments. -A
which provides rules for allocating interest 2. Foreign or U.S . possession income taxes Charitable contributions overthe 10%Line 8 or deferred compensation plans . portion of the payments made by a expense among activities . If a passive if a tax credit is claimed; limitation may not be deducted for the taxCapital gain net Income The costs required to be capitalized corporation to key personnel that exceeds activity is also subject to the at risk rules o

f
Every sale or exchange of a capital asset under section

263A are not deductible until their usual compensation may not be section 465, the at-risk rules apply before 3. Taxes not imposed on the corporation ; or year but may be carried over to the next 5

m st be reported in detail on Schedule D
the property to which the costs relate is deductible

. This occurs when the the passive loss rules. For more 4
. Taxes, including state or local sales tax years .

u
sold . used, or otherwise disposed of by the corporation has an agreement (golden taxes, that are paid or incurred in Taxable income is modified in order t o

(F rm 11
20), Capital Gains and Losses, corporation

. information, see section 469, the connection with an acquisition or determine the amount of a net operating loss co
even though no gain or loss is indicated . parachute) with these key employees to pay temporary regulations thereunder, and disposition of property (such taxes must be used in an intervening year (i e

, a year t oCurrent deductions may still be claimed them these excessive amounts if control of Publication
925, Passive Activity and At-

Line 9 for research and experimental costs under the corporation changes . See section 280G. Risk Rules. treated as a part of the cost of the acquired Which a net operating loss is carried but not
Net gain or (loss) section 174, intangible drilling costs for oil 5. Business startup expenses.-Business property or, in the case of a disposition . as a fully absorbed). For this purpose, taxabl e

and gas and geothermal property, and startu expenses are required to be Line 12 reduction in the amount realized on the income is computed by determining the net -n
Enter the net gain or (loss) from line 18, Part mining and exploration and development capita plized u Ness an election is made to Compensation of officers disposition) . operating loss deduction for the year without
11, Form 4797, Sales of Business Property. costs . Temporary Regulations section amortize them over a period of 60 months . See section 164(d) for apportionment of regard to the net operating loss for the loss

1 .263A-lT specifies other indirect costs Besides entering officers' pensation taxes on real property between seller and year or any later year . See section 172(bX2). 0Line 10 See section 195.
deductible on line 12, filercsoomf Form 1120 -1that may be currently deducted and those 6. Passive activity limitations.- ule purchaser. To the extent charitable contributions ar e

Other Income that must be capitalizea With respect to Limitations on passive activity losses and must complete Sched Eon page 2 if If the corporation is liable for used to reduce taxable income for this
Enter any other taxable income not listed production or resale activities . For more their total receipts (line la, plus lines 4 environmental tax under section 59A see purpose and increase a net operating losscredits under section .469 apply to closely through

10 . of page 1, Form 1 120) areabove, and explain its nature on an information, see Temporary Regulations $1 Form 4626, Alternative minimum Tax- carryover, a contributions carryover is notheld corporations (defined below) and
50,000

or more, Do not include Corporations for computation of the allowed . See section 170(dX2)(8) .attached schedule . Examples of other section 1 .263A-IT . personal service corporations as defined in compensation deductible elsewhere on th
eincome are recoveries of bad debts Generally, corporations required to Temporary Regulations section 1 .441-4T environmenta'l tax deduction . Corporations on the accrual basis may

deducted in prior years under the specific change their method of accounting under (see the instructions for item C on page 5) . return, such as amounts included in cost of elect to deduct contributions paid by the
charge-off method ; the amount of credit for section 263A must complete section A goods sold and/or operations, elective Line 1 8A corporation is a closely held corporation contri butions to a section 40

Ilk)
cash or 15thday fthe3rd month after the enclof

alcohol used as fuel (determined without - (items la, 3a, 3b, 4a, 11 and 12) and for this purpose if at any time during the last Interest the tax yeo CL
regard to the limitation based on tax) that section D of Form 3115 (Rev . 11-87 or half of the tax year more than 50% in value deferred arrangement, or amounts dar if the contributions ar

e
authorize by he board of directors during

was entered on Form 6478, Credit for later) and the section 263A checklist of its outslanding stock is owned, directly or contributed under a salary reduction SEP Do not include interest on indebtedness the tax year
. Attach to the return a

Alcohol Used as Fuel; and ref contained in Notice 88-92,1988-34 I .R.B. agreement. incurred or continued to purchase or carry
unds of taxes indirectly, by or for not more than 5 oblig declaration, signed by an officer . stating

deducted in prior years to the extent they 23 (reprinted as Publication 1426, individuals, and the corporation is not a Complete Schedule E, line 1, columns ations on Which the interest is wholly that the resolution authorizing the
reduced income subject to tax in the year Automatic Change in Method To Comply personal service corporation . Certain (a) through (f), for all officers

. The exempt from income tax
. For exceptions, contributions was adopted by the board of

deducted (see section 111), Do not offset With Section 263A), for each trade or organizations are treated as individuals for ifficer see section
265(b), 0 .0,corporation determines Who is an c directors during the tax year . Also attach a

current year's taxes with tax refunds . -business to which section 263A applies. purposes of this test. (See section 542 under the laws of the state where Mutual savings banks, building and loan copy of the resolution .
You may choosh your own format for

(4) C
If "other income" consists of only one For rules of determining stock ownership, incorporated, associations . and cooperative banks can If a contribution is in property other than

item, describe it in parentheses on line 10. reproducing the questions and answers for see section 544 (as modified by section In a consolidated return . each member deduct the amounts paid or credited to the money and the total claimed deduction 0 0
the section 263A checklist referred to in the 465(a)(3)) . of an affiliated group must furnish this accounts of depositors as dividends, all property contributed exceeds $500, 0-0.

Deductions notice. The Form 3115 and section 263A There are two kinds of passive activities ; information. interest, or earnings, See section 591 .
corporations (except closely held and

Limitations an deductions checklist must be attached to Form 1120 trade or business activities in which the Generally, a cash basis taxpayer cannot 0
(or 1 120-A) for the year of the change. Line 13 personal service corporations) shall attach a

1 . Section 263A
uniform capitalization corporation did not materially participate deduct prepaid interest allocable to years

I
schedule describing the kind of property

However. if the first return to which section Salaries and wages following the current tax year . For examp e, contributed and the Method used in
rules.- The uniform capitalization rules of 263A applies was filed before October 21, for the tax year, and rental activities a cash basis calendar year taxpayer who in determining its fair market value. Closely
section 263A require corporations to 1988. and Form 3115

and the section regardless of its participation. An activity is Enter on line 13a the amount of total 1988
prepaid interest allocable to any held corporations and personal servic e. a trade or business activity if the activity salaries and wages paid or incurred for the period after 1988 can deduct only the corporations must complete Form 8283,

capitalize or include in inventory certain 263A checklist were not filed with that involves the conduct of a trade or business tax year . Do not include salaries and wages
acosts incurred in connection with the return (or Form 3115 was filed without the (i .e., deductions from the activity would be deductible elsewhere on the return, such as mount allocable to

1988 . See Publication Noncash Charitable Contributions, and
production of real and personal tangible section 263A checklist), Form 3115 (or a allowable under section 162 if other amounts included in cost of goods sold 45, Interest Expense. attach it to their returns . All other

Generally, the interest and carrying corporations nerally must complete an dch 0 r
property held in inventory or held for sale in copy of the previously filed Form 3115) and limitations. such as the passive loss rules, and/or operations, elective contributions to charges on straddles cannot be deducted atta F'rm

283 to their returns for
the ordinary course of business. Tangible the section 263A checklist must be did not apply). or research or experimental a section 40 Ilk) cash or deferre d
personal property produced by a taxpayer attached to the first return filed after expenditures in the activity are deductible arrangement, or amounts contributed and must be capitalized . See section contributions of property other than money
includes a film, sound recording, videotape . October 20, 1988 . Identify the change at under section 174 (or would be deductible under a salary reduction SEP agreement .

263(g), after June 6, 1988, if the total claimed
book, or similar property . The rules also the top of page I of Form 3115 by printing if the corporation chose to deduct rather Do not deduct interest on debt allocable deduction for all property contributed was
apply to personal property (tangible and Page

7

Page 8 to the production of qualified property. more than $5,000.



Also . a corporation must keep records, Line 24, Form 11 20 only facility (such as a yacht or hunting lodge) back 10 years the part of the net operating Note: The windfall profit tax does not apply utility that is subject to income tax and is

a required by the regulations for section Pension, profit-sharing . etc .
. plans that Is used for an activity that is usually loss attributable to a product liability loss . to crude oil removed after August 22, 1988. allowed the deduction provided in section

170.
for all of its charitable ee Regulations 247 for dividends paid.

S contributions . considered entertainment, amusement, or See section I 72b)(1)(1). S

If the corporation made a "qualified Employers who maintain a pension, profit recreation . (Note : The corporation may be section 1 . 1 72-13(c) for the required Line
5, Column (a)

c risentation contribution" under section sharing, or other funded deferred able to deduct the expense if the amount is statement that must be attached to Form Schedule C
to ation plan. whether or not ompensation and re on 1 120 when claiming the 10-year carryback Form 1120 Only Enter dividends received on preferred stock

70(h), also include the fair market value of compens treated as c ported

the underlying property before and after the qualified under the Internal Revenue Code Form W-2 for an employee or on Form
on product liability losses tion to Dividends and Special Deductions of a 20% or-more owned public utility that

do ation . as well as the type it legal and whether or not a deduction is claimed 1099-MISC for an independent contractor .) There is also an available elec is subject to income tax arid is allowed the
c carry a net operating loss over to just each deduction provided in section 24 7 for

interest contfibuted, and describe the for the current tax year, generally are Note: Do not deductpenalties ;mposed on

c nservation purpose furthered by the required to file one of the forms described corporations such as those included in of the 15 years following the year of the dividends paid .

below, There are penalties for failure to file loss, The election may be made by For purposes of the 20% ownership test on
donation . General Instructrorl D. of stock Line 6, Column (a)

If a contribution carryoveir is included these forms on time and for overstating the Form I I 20-A filers
.-These filers should attaching a statement to a return that is lines 1 through 7, the percentag e

show the amount and how it was pension plan deduction . See sections also include on line 22 of Form 1120 A
the filed on time (including extensions) . The owned by the corporation is based on voting Enter the U .S .-source po'lioii of dividends

0
6652(e) and 6659A . expenses described above for lines 22, 24, election is irrevocable . Section 172(b)(1) power and value of the stock . Preferred that are received ftoin less than .20%-

determined.
. Form 5500 .-Complete this form for describes types of losses for which the 15 . stock described in section 1504(a)(4) is not owned foreign corporations and that qualify 0

Special rule for contributions ofcertain and 25 of Form 1 1 20 and any other year carrytomard period does not apply . taken into account. for the 70% deduction under section
property . For a charitable conlribution of

each plan with 100 or more participants. deductible expense not discussed above
. After applying the net operating loss to Line 1, Column (a) 245(a)

. To quality lot life 70% deduction,
property, the corporation must reduce the Form

5500-C or 5500-R.-Complete ~hee corporation must own at least 10% of
contribution by the sum of

: the applicable form for each plan with fewer Line 28, Form 11 20, and Line 24, the first tax year to which it may be carried, Enter dividends (except those received
on It it of he,fo,evi corporation by vote 0

1 . The of dinary income, short-term capital than
100 participants. Form 1120-A the portion of th

.

e loss the corporation may debt-tinanced stock acquired after July 18. andstaoicue . A;so nclude on line 6, colu -1

gain that would have resulted if the Form
5500EZ. -Complete this form for Taxable income before NOL deduction carry to each of the remaining tax years is 1984-see section 246A) that are received mn 0)the excess . if any, of the loss over the sum (a), dividends received front a less than .

property were sold at its fair market value ; a one-participant plan. and special deductions of the modified taxable income for each of from less-than 20% owned domestic 20%.owned FSC that are attributableto 0-0.

and Line 25, Form 1120 only "At risk" rules.-Special "at risk" rules the prior tax years to which the corporation corporations subject to income tax and that income treated as effectively connecte d
under section 465 generally apply to closely may carry the loss . See section 172(b) . are subject to the 70% deduction under with the conduct of a trade or business2. All of I he long term capital gain that Employee benefit programs tions (defined on page

7) It there is a carryback of a net operating section 243(a)(1) . Include on this line, within the U.S . (excluding foreign tradewould have resulted it the property were held corpora
Ml

sold at its fair market value . Enter the amount Of contributions to engaged in any activity as a trade or loss, net capital loss . or an unused credit, taxable distributions from an IC-DISC or income) and that quality for the 70%
The reduclion for the long term capital employee benefit programs not claimed business, or for the production of income . file Form 1139, Corporation Application for former

DISC that are designated as being deduction provided in section 245(c)( 1)(B) .

gain applies to : elsewhere on the return (for example, Such corporations may i,b,ie to aGjast,,he Tentative Refund. within 12 months after eligible for the 70% deduction and certain stalla
insurance, health and welfare programs) amount on line 28, Form 1120, or line 24, the close of the tax year for a "quick dividends of Federal Home Loan Banks . See Line 7 . Column (a)

C1 .
Contributions of tangible personal that are not an incidental part of a pension. Form 1120-A. (See below .) However, the at refund" of taxes. See section 64 11

section 246(a)(2). Enter the U .S . -source portion of dividends "Illproperty for use by an exempt organization
at - risk rules do not apply to : (1) holding real See section 172 for special rules' ,for a purpose or function unrelated to the profit-sh ing,etc ., plan included on line 24 For dividends received from a regulated that are received front 20% or-more-owned

basis for its exemption ; and Line 26 .
Form 1120, and Line 22, property (other than mineral property) limitations, and definitions pertai ing to net investment company, see section 854 for foreign corporations and that qualify lot th e

placed in service by the taxpayer before n the amount subject to the 70% deduction . 80% deduction under section 245(a) . Also (A
2 . Contributions of any property (except Form 1120-A opera ting loss carrybacks andIcarryovers
stock for which market quotations are

. 1987; (2) equipment leasing under sections Also see Publication 536, Ne Operating So called dividends or earnings received include on line 7 . column (a), dividends

readily available-see section 170(e)(5)) to Other deductions 465(c)(4),
(5) . and (6): and (3)any Losses. . from mutual savings banks. etc., ire really received from a 20% of-more-owned FSC

or for the use of certain private foundations. Include on this line the deduction taken for qualifying business of a qualified See section 382 for the limitation on the interest
. Do not treat them as dividends . that are attributable to income treated a s

I See section 170(e) and Regulations section amortization of pollution control facilities. corporation under section 465(c)(7)
. amount of taxable income of a loss Line 2, Column (a) effectively connected with the coiiduct

of a
0011

trade or business within the U .S. (excluding
1 . 170A-4 . organization expenses, etc . See Form 4562 . If

the at risk rules apply, adjust the corporation for any tax year ending after a Enter dividends (except those received on foreign trade income) and that quality lot the 00
For special rules for contributions of A corporation may deduct dividlends it amount on this line for section 465(d) post . 1986

ownership change that may be debt-financed stock acquired after July 18. 80% deduction provided in sectio n
inventory and other property to certain pays in cash on stock held by an employee losses. These losses are limited to the offset by pre-change net operating loss 1984) that are received from 20%-or-more . 245(cXl)(8).
organizations, see section 170l and stock ownership plan

. However, a amount for which such corporation is at risk carryovers
. Also see Temporary Regulations Owned domestic corporations subject t o

Regulations section 1 . 170A-4A. deduction may only be taken if, according for each separate activity at the close of the section 1 382-2T(a)(2)(ii), which requires Line 8 ; Column (a )
Charitable contributions of

lentific to the plan, the dividends are tax year. If the corporation is involved in one income tax and that are subject to the 80%
In

sc
that a loss corporation file an information deduction under section 243(c)

. Include on Enter dividends that are received fro m
propert, used for research . A corporation 1 . Paid in cash directly to the plan or more activities, one or more of which statement with its income tax return for this line taxable distributions from an

IC . wholly'ovined foreign subsidiaries and tha tY incurs a loss for the year, report the losses each tax year that it is a loss corporation .
DISC or former DISC that are designated as are eligible for the 100% deduction

0(other than a personal holding company or a participants ; or for each activity separately . Attach Form 1%service organization) can receive a larger 2 . Paid to the plan, which distributes them Line 29b, Form 1120, and Line 25b, being eligible for the 80% deduction . provided in section 245(b) .
than 6198, Computation of Deductible Loss

clecluction for contributing scientific in cash to the plan participants no later From an Activity Described in Section Form
1120-A under section

property used for research to an institution 90 days after the end of the plan
.

Line 3, Column (a) In general, the deductio n

of higher education . For .further which the dividends are paid
. Se year in 465(c). showingthe amount at risk and Special deductions Enter dividends on cle 245(b) applies to dividends paid out of the

e section income and deductions for the bt-financed stock earnings and profits of a foreign corporation
information, see section 170(e) . 404(k). For other deductions which may be garot

siv"ities with the losses . Form 1120filers.- Seethe instructions acquired afterjuly 18, 1984. that are for a tax year during which :Line 20 allowed, see section 404(k)(2)(C) .
If the corporation sells or otherwise for Schedule C below. received from domestic and foreign

1 . All of its outstanding stock is ownedGenerally, a deduction may not be taken disposes of an asset or its interest (either Form I 120-A filers.-Generally . enter corporations subject to income tax and that
Depreciation for the amount of any item or part thereof (directly or indirectly) by the domestic

Besides depreciation, include on line 20 the allocable to a class of exempt income
. see total or partial) in an activity to which the at 70% of line 4, page 1, on line 251b .

would otherwise be subject to the corporation receiving the dividends . and
risk rules apply, determine the net profit or However, this deduction may not be more dividends-received deduction under CL

part of tne cost (up to $ 10,000) that the section 265(b) for exceptions
. loss from the activity by combining the gain than 70% of line 24, page 1 . For this sections 243(a)(1), 243(c), or 245(a). 2. All of its gross income from all sources is

corporation elected to expense for certain Generally, the corporation ca deduct or loss on the sale or disposition with the purpose, compute line 24 without regard to Generally, debt-financed stock is stock that effectively connected with the conduct of a
recovery property placed in service during only 80% of the amount otherwis profit or loss from the activity . If the any adjustment under section 1059 and the corporation acquired by incurring a debt trade or business within the U .S.
ta x year 1988. See the instructions for allowable for meals and entertainment corporation has a net loss, it may be limited without regard to any capital loss carryback (for example, it borrowed money to buy the Line 9, Column (c)
Form 4562, Depreciation and Amortization . expenses paid or incurred in its trade or because of the at risk rules . to the tax year under section 1212(a)(1). stock) . 0.111 .

business. In addition, meals must not be I Treat any loss from an activity not In a year in which a net operating loss Line 3, Columns (b)
and (c) Limitation on dividends-recelved deduction . -1

Line 22, Form 1120 only lavish or extravagant
; a bona fide business allowed for the tax year as a deduction occurs, this 70%

limitation does not apply, Dividends received on debt-financed stock Generally
. line 9 of column (c) may not

Depletion discussion must occur during, immediately allocable to the activity in the next tax year, even if the loss is created by the dividends . exceed the amount from the worksheet
before, or immediately after the meal; and acquired after July 18, 1984, are not 0See sections 613 and 613A for percentage received deduction. See sections 172(d) below . However, in a year in which a ne t

depletion rates applicable to natural your employee must be present at the meal Line 29a, Form 2120, and Line 25a, and 246(b) . entitled to the full 70% or 80% dividends- operating loss occurs, this limitation does
cleposrt~,. Also, see section 291 for the See section 274(kX2) for exceptions. If the Form 1120-A received deduction . The 70% or 80% not apply even if the loss is created by th e
limitation on the depletion deduction for corporation claims a deduction for Net operating loss deduction Line 32f, Form 1120, and Line 28f, deduction is reduced by a percentage that is dividends-received deduction . Ste sections

0

iron ore and coal (including lignite)
. unallowable meal expenses, it may have to related to the amount of debt incurred to

pay a penalty. The 'net operating loss deduction" is the Form 1120-A
acquire the stock . See section 246A Also 172,fd)

.and 246(b). Certain financial
Foreign intangible drilling costs and amount of the net operating loss carryovers Cr e'dit for overpaid windfall profit tax see section 245(a) before making this institutions to which section 593(a) appliesAdditional limitations apply to should see section 596 for the specia l

foreign exploration and development costs deductions for gifts, skylbox rentals, luxury and carrybacks that can be deducted in the computation for an additional limitation tha tmust either be added to the corporation's limitation on the dividenus-received
basis for cost depletion purposes or be water travel, convention expenses and tax year . See section 172(a) . If this A corporation that has overpaid its .windfall applies to dividends received from foreign deduction

.
entertainment tickets . See sectio~ 274 and deduction is taken, explain its computation profit tax may claim a credit on its income corporations . A schedule showing how the

deducted ratably over a 10-year period . See Publication 463, Travel, Entertainment, on an attached schedule. tax return. Use Form 6249, Computation amount on line 3, column (c), was figured 1 . Ref, In 28 1 Frr, ~~*Iu
'

page
I'msections 263(i), 616. and 617 for more and Gift Expenses, for details. Generally, a corporation may carry a net of Overpaid Windfall Profit Tax, to figure must be attached to Form 1 120 . 1 2

.
. egahl am,

information
. Generally. a corporation can deduct all operating loss back to each of the 3years the credit . Include the amount of the credit adjustment under sechon 1059

Attach Form T (Timber), Forest other ordinary and necessary travel and preceding the year of the loss and carry it in the total for this line . Write in the margin, Line 4, Column (a) and t1hout regard to any cap,talloss cam,txack to the ta, yea,
Industries Schedules, it a deduction for entertainment expenses paid or incurred in over to each of the 15 years following the next to the entry on this line, the amount of Enter dividends received on the preferred urol .r -fiort 1212( .X If . . .
depletion of timber is taken . its trade or business . However, it cannot year of the loss. A corporation may carry the credit and identify it as "OWPT ." stock of a less-than-20%-owned public 2 . complete Imes 10, 11 . and 12 of

deduct an expense paid or incurred for a cohimn to and enter the sum of
Page 9 Page 10 those I



3.S.bt,.t hire 2 hom Ime I being eligible for a dividends-received above credits
. you do not have to complete not elect an apportionment plan . Therefore, the installment payment followed by the

p a u e cleducion.
0,.3O .F.. 1120. Form 3800 . Instead, check the appropriate both corporation A and corporation B are words "computed under section 6158 ." I t

4.Muit, ty in a- I on Im 3 by t line 26. Fram, box and attach the form for which the credit entitled to $25 .000 (one-half of $50,000) an election under section 1 103(g) or (h)80% . . . . . . . .
No deduction is allowed under section 1120 A) W page I is, is being taken . However, if the corporation in the $50,000 taxable income bracket on applies . enter the words "section I 103(g)S. Enter the s m of the amounts on Of th.

Imes 2 . 5. 7. and 8 of column (c) 243 for a dividend from an IC-DISC
or But of .-

.t has a carryforward or carryback of any of line 2a(i) and to $12,500 (one-half of election" or "section I 103(h) election," asand the
portron of the deduction former DISC (as defined in section 992(a)) O_ over_ hif tax IS: ovarf

these credits (or a carryforward of an ESOP $25,000) in the $25,000 taxable income the case may be .
on line 3 of column (c) that is tothe exteritthe dividend: credit), it must use Form 3800 . For more bracket on line 2a(h) . Mutual savings bank conducting lifea 0,~11 butable to d,rxIend--ed 2 . Is paid out of the corporation's 0 $50 .000 15% information, see Publication 572, General Unequal Apportionment Plan . Members of Insurance business. The tax under sectionom 20% or more o-ed accumulated

IC-DISC income or previously Business Credit
. a controlled group may elect an unequal 594 consists of the sum of: (1) a partial taxcorporations . . . . . .

taxed income, or $50,ODO 75,000 $7.500 .25% t5o.0006. Enter the lesser at fine 4 or line S. Line 2b apportionment plan and divide the taxable computed on Form 1 120 on the taxable
(Do nor complete the rest of this 2. Is a deemed distribution under section income brackets as they wish . There is no income of the bank determined withoutmrkShftt if line 5 is greater than 995(b)(1) . Credit for prior year minimum tax . If th efine 4 Instead . enter the amount 75.000 13.750+34% 75,000 need for consistency between taxable regard to income or deductions allocable t o

line corporation had an alternative nimum tax income brackets
. Any member of the the life insurance department, and (2) a 0

~ncrrn 6 orr Ime 9 or coiunnn Line
17, Column (a) Additional tax If a corporation's taxable liability in a prior tax year beginmningafte r0) - . . . controlled group may be entitled to all, partial tax on the taxable income computed

7.Enter the total amount of Include the following : income exceeds $100,000, the total tax 1986 but has no current year alternative 0
m,ndend~,,ecer,ed from 2D% imposed under section 11 (see the table minimum tax, it may be able to take the some or none of the taxable income on Form I 120L of the life insurance

1%0,
me md c ppmabons and 1. Dividends (other than capital gain above) is increased by the lesser Of 5qb Of credit for prior year minimum tax

. See Form bfackJ However, the total amount for all department. Enter the combined tax on line
10'cl'oed on lines 02, 3 . 5 . 7 . and 8 . dividends and exempt interest dividends) the excess over

$ 100,000 or $ 11 .7 50. 8801,
Credit for Prior Year Minimum Tax, members of the controlled group cannot be 3 of Schedule J, Form 1120 . Attach For m

of column (a) . . . . . that are received from regulated investment more than the total amount in each taxable 1 120L as a schedule and identify it as such . 0
a. Subtract line 7 from line 3 . . . companies and that are not subject to the (2) Qualified personal service corporations; and section 53,

income bracket . Interest on tax attributable to payments 11
9 .Mult,ply the amount on the8 by 70% deduction . A qualified personal service corporation is Line 5 Each member of a controlled group must received on Installment sales of certain 0)

70% 2 . Dividends from tax-exempt organizations. taxed at a flat rate of 34% on its taxable Recapture Taxes compute the tax as follows (except timeshares and residential lots . If the saill .
IO .S,bt,act Ime 5 abm,e from hre9 3. Dividends (other than Capital gain income. For this purpose, a qualified qualified personal service corporations) : c rporation elected to pay interest on themco-ir(') . . . . . . redit. I t
11-Ente,thetesse,ollme9mime 10

d ;vidends) received from a real estate personal service corporation is any Recapture ofinvestment c amount of tax attributable to payments
investment trust which, for the tax year of corporation : (a) substantially all of the property is disposed of or ceases to be 1 . Enter Warble nco,e (hne 30. received on installment obligations arising

12 .0,~,dercls rece,red deduction after the trust in which the dividends are paid, activities of whiCh involve the performance qualified property before the end of the page 1 . Form 1120) . , , , -
from the disposition of certain timeshare s

imitation fsec 246(b)) Add the life years used in computing the regular or 2. Enter line I or the -rimatum's and residential lots under section 453(IX3:nlounts on unes 6 and 11 and qualify under sections 856 through 860 . of services in the fields of health, law ,
,, on Ime 9 m coh-. to . 4 . Dividends not eligible for a dividends- engineering, architecture, accounting, energy investment credit . there may be a share of the $50 .000

ta,able it must include the interest due in th e

Line 10, Columns (a) and (c)
i -holding actuarial science, performing arts, or recapture of the credit . See Form 4255,

;nco e bracket. wirche- is #a*.
received deduction because ofthe ess . . . . amount to be entered on line 3, Schedule J ,
per od of the stock or an obligation to make consulting, and (b) at least 95% of the Recapture of Investment Credit. 3.Sublactime2f,omfirel Form 1120 . Write on the dotted line to the C

Small business investment companies corresponding payments with respect to stock of which is owned by employees Recapture of tow-income housing credit.
4 . Enter the 3 0, the corl,mal,on's left of line 3, Schedule J . "Sec. 453(1)(3 )

operating under the Small Business similar stock . performing the services, retired employees If you must recapture part of the low. share or the $25 .ODO tarable interest - $(amount) ." Attach a schedule
Investment Act of 1958 (15 U~S .C . 661 and Two situations in which the dividends- who had performed the services listed income housing credit because there has mcome bracket, w1rchere, s showing the computation .
following) must enter dividends that are received deduction will not be allowed on above, any estate of an employee or retiree been a decrease in the qualified basis of a less . . . . . . . .

Interest on tax deferred under the
received from domestic corporations any share of stock are: described above, or any person who building from the prior year or if you 5 . Subtract line 4 from line 3 . . Installment method for certain non-
subject to income tax even though a (1) If

the corporation held it 45 days or acquired the stock of the corporation as a disposed of the building or an ownership 6 . Enter 15% of Ime 2 - - - - - dealer installment obligations. If an
deduction is allowed for the entire amount result of the death of an employee or retiree interest in it, see Form 8611, Recapture of
of suc h dividends . To claim the 100%

less (see section 246(c)(1)(A)), or 7 . Enter 25% of line 4 obligation arising from the disposition of
OD

deduction on line 10,
column (c) the (2) To the extent the corporation is described above, if the acquisition occurred Low-Income Housing Credit, and section

8 . Enter 34% of line 5 . . . . property to which section 453A applies i s
within 2 years of death. See Temporary 420) . If you attached Form 8693, Low-

company must file with its return a under an obligation to make related Regulations section 1 .448- 1T(e) for details . Income Housing Credit Disposition Bond 9 . It the taxable income of the outstanding at the close of the year . the
paym $1

statement that it was a Federal licensee ents for substantially similar or related write on the dotted line to the left of line ij,
controlled group e .ceecis corporation must include the interest due

under the Small Business Investment Act of property. Schedule J, "Form 8693 attached ."
00,000, enter this member s under section 453A(c) in the amount to be

1958 at the time of receipt of the dividends . 5 . Any other taxable dividend income not
A . Form 1120-A, Part 1, Page 2 share or the lesser of, entered on line 3, Schedule J, Form 1120.

rl)0050%
properly reported above (including Line 2a Line

6 Coot the e,cess ore, Write on the dotted line to the left of line 3,I o r
Line 11, Column (a) distributions under section 936(h)(4)) . It General business credit. This credit is (b) $11,750 Schedule J, 'Sec . 453A(c) interest - aiinAlternative minimum tax . Attach Form (See instructions for additional $(amount) ." Attach a schedule showing th eEnter dividends from FSCs that are patronage dividends or per-unit retain made up of the sum of the following credits : 4626, Alternative Minimum Tax- 5% ta, bel-) COM

putation. 0
attributable to foreign trade income and allocations are included in Scfiedule C,

Investment credit. The investment credit Corporations, if your taxable income (or 10. Total of lines 6 through 9 Enter "I
that are eligible for the 100% deduction line 17, Column (a), identify the total of was generally repealed for property placed loss) before the net operating loss this amount on line 3 . Schedule Deferred tax amount under section 1291 .

provided in section 245(c)(1)(A) . these amounts in a schedule attached to in service after 1985 . See Form 3468, deduction when combined with your J, Form 1120 . . . . . If the corporation was a shareholder in a -3

Line 12, Columns (a) and (c) Form 1120
. Computation of Investment Credit, for adjustments and tax preference items Additional

5% tax
. Members of a passive foreign investment company (PFIC )

Line 18, Column (c) exceptions. (includingthe book income adjustment) that received an excess distribution or
Enter only those dividends that are subject totals more than $40,000 (or more than controlled group are treated as one disposed of its investment in the PFIC
to the elective provisions of section 243(b) Deduction for dividends paid on certain

Jobs credit. The jobs credit, if elected, i s

and that are en itled to the 100% d
stock of public utilities, Section allowed for hiring members of targeted your allowable exemption amount, if less)

. corporation for purposes of figuring the during the year, it must include the

t preferre See Form 4626 for details. applicability of the additional 5% tax that deferred tax amount due under section
d

ividends .received deduction under section 247 allows public utilities a deduction of groups during the tax year . See Form 5894, must be paid by corporations with taxable 1291(c) in the amount to be entered on line

243(a)(3) . Corporations making this 41 .176% of the lesser of
: Jobs Credit, for definitions, special rules, B

. Form 1120, Schedule J income in excess of $100,000 . If the 3, Schedule J, Form 1120. Write on the
and limitations. additional tax applies, each member of the dotted line to the left of line 3, Schedule J,

election are subject to the provisions of 1 . Dividends paid on their preferred stock Do not take an expense deduction for the Lines I
and 2 controlled group will pay that tax based on "Sec . 1291 tax - $(amount) ." Attach Form

section 1561 . during the tax year, or part of the wages or salaries paid or Members of a controlled group, as defined the part of the amount that is used in each 8621, Return by a Shareholder of a Passive
Line 13, Column (a) 2. Taxable income computed without regard incurred that is equal to the amount of the in section 1563, are entitled to one taxable income bracket to reduce that Foreign Investment Company or Qualified

to this deduction. (A
Enter foreign dividends not reportable on jobs credit (determined without regard to

$50 .000 and one $25.000 taxable income member's tax . See section 1561(a) . Each Electing Fund .

lines 3, 6, 7, 8, or 11 of column (a) . Exclude
In a year in which a net operating loss the limitation based on the tax (section bracket amount (in that order) on line 2a . member of the group must enter its share of

distributions of amounts constructively occurs, compute the deduction without 38(c))) . When a controlled group adopts or later the additional 5% tax on line 2b and attach Line 4 a

taxed in the current year or in prior years regard to section 247(a)(1)(B)
. See section

Alcohol fuel credit. A corporation may be amends an apportionment plan, each to its tax return a schedule that shows the Foreign tax credit . See Form 1118,
under subpart F (sections 951 through

172(d) . able to take a credit for alcohol used as fuel . member must attach to its tax return a copy taxable income of the entiregroup as well Computation of Foreign Tax Credit- 0
964)
. Use Form 6478, Credit forAlcohol Used As of its consent to this plan . The copy (oran as how its share of the additional tax was 0Corporations . for an explanation of when a

Tax Computation Fuel, to figure the credit . attached statement) must show the part of figured . corporation can take this credit to : payment
Line 14, Column (a) Line

1, Part 1, Form 1120-A Credit for increasing research activities. the amount in each taxable income bracket Line
3 of income tax to a foreign country 0

Include income constructively received apportioned to that member
. There are

Line 3, Schedule J, Form 1120 See Form 6765,
Credit for Increasing other requirements as well. See Regulations Bank holding companies .'Section 6158 Line 4b

from controlled foreign corporations under Research Activities, and section 41 .
subpart F. This amount should equal the Low-income housing credit . See Form section

1 . 1561-3(b) for the requirements provides that a bank holding company may Possessions tax credit . See Form 5712,
total of amounts reported on Schedule J, A corporation that files Form 1120 or and for the time and manner of making the elect to pay in installments the tax Election To be Treated as a Possessions
Form(s) 547 1. 1 120-A must compute its tax on its taxable

8586, Low-income Housing Credit, and consent
. attributable to the sale of certain assets Corporation Under Section 936, for rules o n

income as follows :
section 42. Equal Apportionment Plan . If no whose divestiture is certified by the Board how to elect to claim the possessions tax

Line 15,Column (a) Form 3800, General Business Credit . Enter apportionment plan is adopted, the of Governors of the Federal Reserve credit (section 936), Compute the credit on
(1) Corporations other than qualified on the appropriate line of the corporate tax members of the controlled group must System . If the bank holding company Form 5735, Computation of Possessions

Include gross-up for taxes deemed paid personal service corporations (defined return the amount of the credit from Form divide the amount in each taxable income chooses this election, attach a statem Corporation Tax Credit Allowed Under
under sections 902 and 960. below) (Members of a controlled group 3800, and check the boxes indicating which bracket equally among themselves . For showing the tax computation and the ent Section 936.
Line 16, Column (a) should see the Instructions below for lines forms are attached to the return . Ifthe example. controlled group AB consists of amount of the installment paid with this

Enter taxable distributions from an IC-DISC I
and 2 under heading B .): corporation is claiming only one of the corporation A and corporation B . They do return . Also, in the right-hand margin next

or former DISC that are designated as not Page I I Page 12 to line
3, Schedule J, en

.
ter

I
the amount of



_16

Line 4c Line 10 on taxable income not including the LIFO
Orphan drug credit . See section 28 and Dealers in personal property. If the recapture amount . The total of lines I Codes for Principal Business Activity code Coal

F rns 6765. Credit for Increasing Research corporation deferred the payment of certain, through 9b must then be compared to line These codes for the Principal Business Activity are designed to classify EI .,Vk.Ismd .fw,tm.m arruilmili n
3630 Ho-hokilDri- 51,12 D-ur,I.-mr-o' --, .n-

0 10of the worksheet. The difference is the enterprises by the type of activitym which they are engaged to facilitate the 3665 R.d- .. ml-- am 592 1Activities (of for claiming the orphan drug tax for its first or second tax year ending administration of the Internal Revenue Code Though similar in formal and coinnumcano--orn-C
redit). lot an explanation of when a after 1986 under the transition rule of additional tax due to LIFO recapture . stru lure to the Standard Industrial Classification Codes (SIC) . they should 3670 Ek.h.m,-okxwn-m 5995 On-l" .."un"

Since the total of lines I through 91b ofCOrpOldttOfl Call take this credit, as well as 1986 Act section 81I(c)(7), it must include not be used as SIC codes . Finance, Insurance, and Realhovi .t , figured . the ratable portion of the tax due for the Schedule J will include all the additional tax Using the list below, enter on page 3, under H(l). Form 1120. or on page 2. 3698 Om-ser"Kal"alime m
Line'4d current tax year on line, 10, Schedule J, due to LIFO recapture, the amount that may under Gil), Form 1 120 A, the code number for the specific industry group 3710 lifions, ml,kchis. and extuipment Estate

Form 1 120 . Write on t he dolt ed II If e to t he be defer red (3/4 of I he add it to na I ta x) m ust I rom luch Ihe largest percentage of 'total receipts" is der ked . 'Total Transportation intuipurn-ii. except 68ownw.g,,

Credit for fuel produced from a left of line 10. Schedule J . "Sec . 453C tax first be subtracted to arrive at line 10 total receipts* meansgross receipts (line Ia . page 1) plusallother income (lines 4 mtw vehicles 30 uin -,ng, - .,,
through 10, page1), 6060 B,,

,
Wk1-nW-f-n-

nonconventional source. A credit is -$(amount) ." Attach a Schedule showing tax . Write this deferral amount in brackets 3725 Au-n .guxs.m-,- .axmk 6090 Ban.. .. ... or rr.uu.- -ng,
allowed fcr the sale of qualified fuels the computation . on the dotted line to the left of line 10, On page 3, under H(2) and H(3), Form 1120, or on page 2. under G(2) and 3730 Sh,p .nd boll binkhollinkimpaum, banks ... xvil n...ngG(3), form 1 120 A, state the principal business ty and principal product 3798 other tramponinxin ec.,p-!. lormin-produced front a nonconventional source . Deferred tax and interest on Schedule J, as "Sec . 1363(d) deferral or service that account for the largest percentage of total receipts . For In".Z.1114 nuo., -kes is- Credit as mile, the, than bank srr-mimliflandrind 0Section 29 contains a definition of qualified undistributed earnings of a qualified -$(amount) ." Attach a schedule showing example, if the principal busmassaCtivily is 'Grain min products,* the Mil I no Vr 6 : ;0 S-millindicker-I.I .on ,
fuels, provisions for figuring the credit, and electing fund under section 1294. Follow the computation. principal product or service may be "Cereal preparations." ur"n.'eZmilk 0ing mv.,es. a[Ch, IK 6140 P- Ic-i insinunon,
other special rules. Attach a separate the instructions for Fulfil 8621 to Note: The remaining 3 installments of If, as its principal business activity. the corporation (1) purchases raw 3845 opt,ai, medical, and oplutoll- 6150 81-- Cled-Imsm .1- IN
schedule I o the return showing the determine the amount of tax owed or deferred tax must be paid by the due date materials, 12) subcontracts out for labor to make a finished product from the goods 6199 On,el Inni-I rig-1.1 10
computation of the credit . ;ak, materials, and (3) retains title tothe goods, the corporation is considered 3860 Prkxtogmph,c enu,pment and socially. commodity brokers and 14,11-

deferred to include in or sititract frdm the of Form I 120S for the next 3 tax years No o be a manufacturer and must enter one of the codes (2010-3998Y under
3"8 lunp .

7 6210 Security tnoke,%, dealers, and 0
Line4e totaltaxonline 10, Schedule .l . Form 1120 . interest is payable on the deferred tax it 'Manufacturing ." Other manufacturing Products "onnumc.m .m., 11

Write on the dotted line to I he left o 6299 Cormnod,ly co-Pacts broke,& am
General business credit. See the earlier 10. Schedule J, "Sec . 1294 " and I h

fe line paid on time. Agriculture, Forestry, and Code Transportation and Public deam's . wc-ty a" commodity 0)
instructions for Form I 120-A, line 2a, amount of tax to be added to or so btracted Schedu le M - I (Form 1 120 On ly) Fishing Paper and alliedproducts Utilities exchanges, and all .elf services a-@.

Code 2625 Pulp -,morsoard-Is Tnikinposm,fism Im-mc .
under Tax Computation . from the total for line 10 . (Show in brackets Reconciliation of Income per Books

2
4000 Radnoild tiampomnim 6355 (D

Line 4f 10)16'000 'Ag~ ::cu% :~~
ollvocn- 699 Other Wrier

products transit marine and cenin, file or floodan amount to be subtracted .) Do not With Income per Return -(-ept IsHmOng and inibli.hing 4100 Local andmienutim, passenger 6356 Mutualms,ra-, except life or
include on line 10 the interest charge due ~,mnlzrums). forestry, Inning . 2710 Ne-cun,rr, 4200 T,.s,ng . .d w-housmil munince cohnskmekCredit for prior year minimum tax . See the on the deferred tax . Instead, rite "Sec. Line 5c h.m .mg-diapping 2720 Per-~xi, 4400 were, transportation 6359 Otherm-ric, c-pulmes

earlier instructions for Form I I 20-A , I ine 1294 interest" and the amount owed in the Travel and entertainment . Include on this Mining 2735 Books, g,,ei,ngca,d,, ..it 4500 Trampartatkon by air 6411 Insurance agents. brokers, am
2b, under Tax Computation. -sc .u .mlookoubbsn"'l? 4600 Pipe mes .except ninuriug., er,,,ebottom margin of page 1, Form 1120. line: 20% of meals and entertainment not Metal mining 2799 Commercull and other printing . 4700 ki-eum"s transportanon R.alinitan k
Line 7 Installment payment of tax attributable allowed under section 274(n) ; expenses for 1010 In,n-, and printing trade service, sennces 6511 Real estate owatios and kessons

to LIFO recapture by corporations making the use of an entertainment facility ; the 1070 Coppe, lead and imc, gold and Chemical . and allied plodint . Commornicallon of buildingsPersonal holding company tax . A 1.1- ole, 2815 Industrial chemicals. plastics 4825 Telephone . telegraph .am 6536 Lessci mining. oil. am sumLin. an S corporation election. A corporation part of business gifts in excess of $25; 1098 011n,r nel .1 mining riamnlits . and ntim- in., coornmin-tion linviCas P"pen ycorporation is taxed as a personal holding making an S corporation election after expenses of an individual allocable to 1150 C .1 mining 2830 Dugs 4830 Rad-nd mlip-on broad. 6518 Lessors, of milround propeny a"company tinder section 542 if. December 17, 1987, (except as provided in conventions on cruise ships in exceis of Oil and gas ,t,,,ti,n 2840 Soap. Vemers, am Warg s cambriii wee-
At least 60% of its adjusted ordinary gross 1987 Act section 10227(b)(2)) and that $2,000; employee achievement awards in 1330 Crude petroleum, minnal gas. 2850 Palms and allied

products
Electric, grel, and satiltroy runvike. 6530 Z'.~Z' X' M.W.O.' . gar.. n I ismin ome, defined in section 543(b)(2), for and -.al gas liquid, 2898 Agricultural am other chemical 4910 Electri-vices cooperat- housing auctudion,the tax year is personal holding company uses the LIFO inventory pricing method for excess of $400 ; the cost of entertainment l3lii() 0.1 and lia, held -k-s 4920 Gas production am dolnoullon 6550 S.N.,dins am of ... low,

income as defined in section 543(a), and its last tax year as a C corporation Tiust tickets in excess of face value (also subject except fuels Products
4930 Combination utility 1-11s 6599 Othe,mal state

co
sk

At any time during the last half of the tax include a "LIFO recapture amount n to 20% disallowance) ; ~/3 of the cost of 1430 D-ens,ol, crushed and Woke, Petnolouninifiritigamilmlated 49W Water supply a. W other unitary Holding and oulm, I. ...tonamincome for its last year as a C corporation. skyboxes in excess of the face value of non- tone; and and gravel Industries (Inducting those hinnoritsmi sers-
year more than 50% in value of its 1498 Other nonmetallic minerals. withextrution) cistropsmi. . ....inbank holding CD

The corporation's LIFO recapture amount is luxury box seat tickets ; the part of the cost -,pt fuel, 2910 Pet,oleurnmfinmil(mcluding Wholesale Trade -pamie s
outsta nding stock is owned. directly or equal to the excess ofthe inventory amount of luxury water travel not allowed under megnite,J) durable 674a S-11 b-m-n-l-m
indirectly. by not more than 5 individuals. using the FIFO method over the inventory section 274(m) ; expenses for travel as a Construction 2998 Other petroleum and cut products 5008 Machinery, equipment. and companies

Use Schedule PH (Form 1120), amount using the LIFO method at the close form of education ; and other travel and General building ...fteclon,and supplm,
,partitive build- Rubber and I. . pi..Ii,, Product. Solo kicto, i,locles and automotive 6749 Other holding aminmes omm

Computation of U .S. Personal Holding of the corporation's last tax year as a C entertainment expenses not allowed as a 1510 General 1nmd,n,fconI,acto,s 3050
Rubber enumimm cohnsames except bank hoscarg

Company Tax . to figure this tax. corporation. deduction. 1531 Oillat- tou,iden. foot ,exlp"m' ct.sw'p Labs.nitch 5020 Form- it.dhOmehim-ngs c.minnies ainM'sc pies 5030 nibe, : Construction

Line 8 The additional tax resulting from Schedule M-2 (Form 1 120 Only)
1600 H,any-ext-ti-tuitnectors, 3070 ncsProduct, materials Services 0

inclusion of the Ll FO recapture amount I r Special tied . contract .,, Leatimr and leather products 5040 Sixining.mcmational.
Recapture taxes. Seethe earlier income is payable in 4 equal installments' Unappropriated Retained Earnings 1711 Plummmi, r-mi, and.,, 3140 Footwear . except rubibe, photograph.. and hobby 7000 Hotels andother lodging placim

instructions for Form 1 120-A, line 5. under The first installment is due with the return conc,t.,nng 3198 Other leather am eatner products 5050 goods toy"'os"'pl"" 7200 Pinxtaimil servicit.

Tax Computation
. Line 5 metals and mineral,, except Blull-sentl . ..17731 Electrical work Stan*, day, and glass products petroleum am .,so 7310 Advertisingfor the electing corporation's last tax year as Distributions under the Bank Holding 98 Other sclecol trade contractors 3225 GI... products 5M Esech-Igood, 7389 Busmensinv,cese .cept

Line 9a a C corporation and must be paid by the due Company Act. If an election under section
.
Manufacturing 3240 Cement. hydraulic 5070 Hardware. pitumbmilitrid

Alternallve minimum tax
. See the earlier date (excluding extensions of time to file) . 1 103(g) or (h) applies to a section 1101 food and kindred products 3270 Concrete. gypsum, am plaim, I heanngecd,pokentano

produ 5098 su plum Judomp.1r: wit-inuturaml . ..
instructions for Form I 120-A, line 6, under To determine the additional tax due to distribution, the bank holding company 2010 Me., p,Wu,,, 3298 Othe,crnmmta1Ixc meral Products Otpe, durable goods 75W Aum,mrsinimillamces
Tax Computation . LIFO recapture, the corporation must making the distribution must enter the 2020 Dairy product, Printery metal Industries Noodundsh, 760D Milk, mraer-ces

complete lines 1 through 91b of Schedule J words "section 1 103(g) election" or 2030 Pres,erveo fruits and vegetables 3370 'Ferrous rnelalmdus ; ml., silo Panel am pape, Product, Anstaximmun unitec-fick, -hore CL
Line9b based on income that includes the LIFO "section I 103(h) election . - as the case 2Gx0 G- rmll pnxi .cls primary met,l prm.tc'tT 5 29 Drugs . drug orconeurnes . and 7812 motion Picture Production,1 2050 B.sinvproduct, do,unts sundries distribution, and services
Environmental tax . The corporation may recapture amount . On a separate may be, in the right-hand margin next 0 line 2060 S,p, and confectionary products 3380 Writer- metalmdustnes 5130 Apparei . Piece gonds.inid 1- 7830 motion picture theaters
be liable for the environmental tax if the worksheet, using the Schedule J format, the 5, Schedule-M-2, Form 1120 . 2081 kvion,,qu .sanoat Fabricated wntsi istodisit . 5140 Gnicenesano related onalucts 7900 Ansuserrunt Ammomitnismodified 2 Iternative minimum taxable corporation must then complete the entire 2088 AIC0,111 be-ages, except malt 34210 metal 'n$ and shipping containers si5o Farm product raw matervil, sannCes. except m0tion Inchures

s
n,uos and malt 34 8 Curley." fools.amrard 5160 cromi,in,amanket1woducts OtIm, saMcas

fee.income of the corporation exceeds worksheet (lines 1 though 10) based 2089 Bonted soft drinks. and flavorings am. screw machine products
.

5170 Petroleum and petroleum
produtts 8015 Off- of physicians. includm g$2,000, 000 . See Fo r m 4626 for detai Is . 2096 Other food and kindred products polls . am mmix, products 5 80 Alcoholic beverages Citivilluathic mysicoms2100 Tobacco makiniftumn, 3430 PI.Mling and hearing, except 5190 IA,kc ~ nondurable goods 8021 Offices of dentists

Tanlil mi I mdlict. electric am war, a e22
a 1 3440 Fabricated structural metal Retall'trade 8040 Off .ces of oth,, health P-111.0imn,

28 Wea-itniflis and textile finishing products Building mattedift sporden supplies . 8050 Nursing and -sorill cal. Page2250 Kmhmgm,11s 3460 metal torgargs and stamprips and mobil . hoome, dealers facilitie s
2298 Other textile mal Product, 3470 Cisaing. engraving, am allied 5220 Buldnigmalefulisdealen, 8060 Hospitals
Appe I and the, textile products sir.c. 525 1 =msty. 8071 ried-ic.okinnones 0
23 15' Men send bills clothing 3480 Ordnance and accessories, except 5265 Garderi supplies and mDb,le SM Oth,, rrec,calm-el
2345 Wo-n-nd,flid-sclothmg "'n". a . gum. m.-I" h-

: ce.le,s 8111 Leg.1--,
2311 Olh,, 1111,11 Ind accessories 3490 ItAnc . trillion.metal products. 5300 Ga . n.I merchandise at.,. 8200 Ed-b-Isenni. 0
23, e u",b Manhinent, except tkni Fixed inom, 8300 Sistuilmn,.c.ki,s limeo ,camd le,ble 3520 ran. machinery 5410 Gr.,q,t .

P=2 5490 Othintoodsio'. 8600
Lu.1, and lead product, 3530 Construction andoelated

machinery Aunsommim dealers and service let&- 8911 A=deduml and engineering
241l ogg,ng . --ift . and pi-mg in"' 3540 hisetaMcal,mgmachmery 5515 Motor vehicle dearken . nnie,
2430 14,11.on,. Plywood, ammlated . 3550 Smuomousur machinery . 5541 Gasoline se 8930 Accounting, authung, andxan.;Z. :t,txkns
2498 P'od'Ct$ 33560 General industrial machinery 5598 Other In dealers bookkeepin g

Ot-- ooduct-nd.d.mg 570 Off- computing. and accounting 556010 Ap"'I and excesaii litore, 8980 .-Ilimeo ., im-ink (including
wood -iong, and loblie holes 700 Furniture and home, w,mroutnens )

2500 Fumit,re and fixtures machine s
3598 Othe, -h,.xq except lecIncal 58dd furnishings at..

Page 14 Ealtim, soill drinking piece,

Page 13



SCHEDULED Capital Gains and Losses
0111816o 1545~0123 I J .-th 1-18H Vag, 2

(Form 1120) To be
filed with Forms 1120,1120-A, 1120-DF, 1120-IC-DISC, 1120F. 4 Accounts or nott, receivable acquired before January 1 . 1989 These corporations property and casualty insurance company

D,"nnnera I In, T,eas,,, 1120-FSC . 1120-H, 1120L, 1120-ND, 1120-FC. 1120-POt. 1120-REIT. 00J. 8 8 in the ordinary course of tradeor should get Form 964-A, Computation of are deductible to the extent that tire assets

Internal li-n- Se-e I I 20-RIC . 990-C. and certain Forms990-T busioess for services tendered or from Gain or Loss Recognized by Qualified were old to meet abnormal insurance losses

N ..e Employer W*Mfficsk~ namflart, the sale of property dewithed in I Corporations on Complete Liquidation . to tit to provide lot the payment of dividend and

above compute their gain of loss before similar distributions to policyholders .

5 A U S Government publication completing Schedule0, 9 Loss from securities that are capital

Short-Term Capital Gains and Losses-Assets Held One Year or Less (including the Congressional Record) . Gains and losses on section 1256 assets that become worthless during the

(Six months or less if acquired before 1/1/88) received from the Government or any of contracts and straddles.-Use Form year.- Except for securities held by a bank .

I,' Kind of noerty and d-ptior, iDate acquired (c) D te wid cool or of", oasm. 10
Gain its agencies in a manner other than by 6781 . Gains and Losses From Section treat the loss as a capital loss as of the last

711-arnpl, 100snave%ol 7-co) Cm,
day, in

. day. y, (d) Ga., I,s it'- I.) buying it at the price offered lot public 1256 Contracts and Straddles to report day of the tax year (See section 582 for the
pluse,penwofsale did) hith

sale, which is field thya taxpayer who gains and losses from section i256 rules on the treatment of secur,fies held by a 0

i received the publication of by a second contracts and straddles bank It 0
axpayer in whose haods the basis of is Gain or loss on certain short-term 9 Nonrecognition of gain on sale of stock

the publication is determined . for Federal, state, and municipal to an ESOP.-See section 1042 for rules

purposes of determining gain front a obligations . -Such obligations are treated under which a taxpayer may elect not t o

sale or exchange. by referring to its as capital assets in determining gain or loss recognize gain front [tie sale oi certain stock 0

basis in the hands of the first taxpayer. On any gain realized . a portion is treated as to art employee stock ownership pla n

Exchange of "like-kind" property.- ordinary income and the balance is (ESOP) ,

Report the exchange of 'like lond- properly considered as a short term capital gam . See 9 Disposition of market discount
V-*

- on Schedule D or on Form 4 797 . whichever section 127 1 . bonds .- See section 1276 (or rule% on the

applies The corporation must report it even it, Gain from installment sales.-It a disposition of any market discount boods

2 Short-term capita! gain from installment sales from Form 6252, line 22 or 30 . . . . . . . . .
though no gain 6f loss is recognized when corporation has a gain this year from the that were issued after July 18. 1984 .

.3 Unused capital loss carryover (attach computation) . . . . . . . . . . . . . . . . . . business or investment property is sale of real propefty or a casual sale of

0

Capital gain distributions- Reporl
exchanged for property of "like-kind, '' (This personal property other than inventory and ca plal g in distributions paid by mutual
does not include stock in trade or other is to receive any payment in a later year . it funds as"long term capital gains on firie 5

6hstortntetm sapital gain or (loss)
property held prinnaffly for sale It

a
Iso does must use the installment method (unless it regardless of how long the corporation C

Lo erm Capital Gains and Losses-Assets Held More Than One Year not include stocks, bonds
. notes . choses in elects not to) and file Form 6252, owned stock in the fund .

action . certificates of trust or beneficial Installment Sale Income . Also use Form How To Determine the Cost(More than six months if acquired before 1/1/88) interest . or other securities or evidences of 6252 if a payment is received this year from

5
indebtedness, Generally . it does not include a sale made in an earlier year on the or Other Basis of the Property

exchanges of partnership interests. Se e

section 1031 .)
installment basis . In determininggain or loss . the basis o f

If Schedule D is used . identify in col

The corporation may elect out of the property will generally be its cost (section

umn installment method by doing the following 101 2). The exceptions to the general rule

(a) the property disposed of . Enter the date on a timely filed return (including are provided in sections contained i n

it was acquired in column (b), and the date extensions) . subchaptersC, K, 0 . and Pot theConle For
C0

it was exchanged in column (c) Write ''like example if the corporation acquired lin e

kind exchange" in column (d) . Enter the 1 . Report the full amount of the sale on properly*by dividend . liquidation of a

cost or other basis in column (e) . Enter zero Schedule D. corporation, transfer from a shareholder, 0

6 Enter gain from Form 4797, line 7 or 9 . . . . . . . . . . . . . . . . . . . 6
in co umn (f) . 2. If the corporation received a note or reorganization . contribution or gift, bequest .

7 Long-term capital gain from installment sales from Form 6252, line 22 or 30 . . . . . . . . . . 7
Special kules for the Treatment other obligation and is reporting it at less bankrup

I

Icy, tax-free exchange. involuntary
'11than face value (including all contingent convers on, certain asset acquisitions, o r

of Certain Gains and Losses obligations), state that fact in the wash sale of stock . see sections 301 (or 0

8 Net long-term capital gain or (loss) . . . . . . . . . . . . . . . . I . . . . .

.

Note: For more information, get margin and give the percentage of 1059), 334, 362 (or 358), 1014 . 1015 ,

Publication 544, Sales and Other valuation . 372 (or 374) . 1031 . 1033, 1060. an d

Summaryof Parts I and 11 Dispositions of Assets, atra Publication 1091, respe tively. Attach an explanation if 3

542, Tax Information on Corporations
The installment method may not be used the corporat

cion uses a basis other than
for sales of stock or securfies (or certai n

a Gains and losses from passive other property described in the regulations) actual cash cost of the property
.

9 Enter excess of net short-term capital gain (line 4) over net long-term capital loss (line 8) . . . . . . 9 activities.-A closely held or personal traded on an established securities market . It the corporation is allowed a charitable

ser ice corporation that has a gain or loss See section 453(k) . contribution deduction because it sold

property to a charitable organization . fi jwhich relates to a passive activity (section a Gain or loss on an option to buy or sell gur
e

10 Net capital gain . Enter excess of net long-term capital gain (line 8) over net short-term capital loss (line 4) 10 469) may be required to complete Form property .-See sections 1032 and 1234 the adjusted basis for determining gain CL

8810 . Corporate Passive Activity Loss and for the rules that apply to a purchaser or from the sale by dividing the amoun t

I I Total of lines 9 and 10. Enter here and on Form 1 120, line 8, page 1 ; or the proper line on other returns I I
Cred it Limitations . before completing grantor of an option, realized by the fair market value and

Note., Iflosses exceedgains, see instructions on capital losses for explanation ofcapital loss cartybacks . FER V11171117111711171111= ScheduleD See Form 8810 for details.
e Gain or loss from a short sale of multiplying that result

by the adjusted bas ;s.

a Gain on distributions of appreciated property- Report the gain or loss to the Capital losses .-The amount of capital
(A

Instructions geothermal property, and the section 291 In Part 1, report the sale or exchange of property. -Generally, gain (but not loss) is extent that the property used to close the losses allowed may not be more than capita
l

adjustment to section 1250 gains should be capital assets held one year or less. In Part recognized on a nonliquidating distribution short sale is considered a capital assell in gains. A net capital loss may be carried back

(Section references are to the Internal reported on Form 4797, Sales of Business 11, report the sale or exchange of capital of appreciated property to the extent that the hands of the taxpayer. 3 years and forward 5 years as a short-term

Revenue Code unless otherwise noted.) Property . See the instructions for Form assets held more than one year . For the property's fair market value exceeds its capital loss . Carry back a capital loss to th e

4797 for more information . property acquired before January 1, 1988, adjusted basis See section 311 for more Gains and losses of foreign extent it does not increase or produce a net 0

Purpose of Form
If property is involuntarily converted the holding period is 6 months

. information, corporations from the disposition of operating loss in the tax year to which it i s
investment in United States real carried. Foreign expropriation capital losses

This Schedule D should be used by a because of a casualty or theft . use Form What Are Capital Assets?-Each item of e Gain or loss on distribution of property property
. -Foreign corporations are may not be carried back, but may be carried 0

taxpayer whose tax year begins in 1988 and 4684, Casualties and Thefts . prop" the corporation held (whether or In complete liquidation . -Generally, gain required to report gains and losses from the forward 10 years instead of 5 . A net capital =1
who files either Forms 1120, 11 :20-A . not connected with its trade or business) is or loss is recognized by a corporation upon disposition of U .S . real property interests, loss for a regulated investment company

01120-DF . 1120-IC-DISC, 1120F. 1120- Parts I and 11 a capital asset except : the liquidating distribution of property as if See section 897 for details. may be carried fonvard 8 years instead of 5.
FSC. 1120-H . 1120L, 1120-ND, 1120-PC, Generally, a corporation should report sales 1 . Assets that can be inventoried or it had sold the property at its fair marke t

1120-POL, 1120-REIT, 1120-RIC, 990-C, and exchanges, including "like-kind" property held mainly for sale to value, An exception to this rule applies for
a Gains on certain insurance property- At-risk limitations (section 465).-If the

or certain Forms 990-T, to report sales or exchanges, even though there is no gain or customers . liquidations of certain subsidiaries See Form 1 120L filers with gains on property corporation sold or exchanged an asset

exch:nges of capital assets . Sales or loss. No loss is allowed for a wash sale of sections 336 and 337 for more information held on December 31 . 1958, and certain used in an activity to which the at-ri%k rules

exch nges of property other than capital stock or securities or from a transaction, 2
. Depreciable or real property used in the and other exceptions to the general rules In substituted property acquired after 1958 apply . combine the gain or loss on the sale

assets, including property used in a trade or between related persons (sections 1091
trade or business. addition, the special nonrecognition rules should see section 818(c) . or exchange with the profit or loss from the

business, involuntary conversions (other and 267). 3. Certain copyrights ; literary, musical, or governing 12-month liquidations have been is Loss from the sale or exchange of capital activity . If the result is a net loss from the

than casualties or thefts), gain from the artistic compositions ; letters or repealed . However, section 633(d) of the assets of an insurance company taxable activity, it may be subject to the at risk

disposition of interest in oil, gas, or memorandums; or similar property . Tax Reform Act of 1986 provides a under section 831-Under the provisions rules .

transition rule for certain qualified small of section 834(cX6), the capital losses of a

For Paperneork Reductim Act Notial. ses, page I of the instructions for Forms 1120 and 1120-A. Schedule D (Form 1120) 1983 corporations that completely liquidat e

4



U.S . Income Tax Return of a Foreign Corporati I . .", HAN (1988 )1120F ion Pxv 2
SECTION I .-Income From U .S . Sources That Is NOT Effectively Connected With the Conduct of a Trade or Business8 8 An the U .S.-See Instruction s
It you are required to complete Section 11 or are using the form as a claim for refund of tax withheld at the source, include in this section
ALL income from U .S. sources that is NOT effectively connected with the conduct of a trade or business in the U .S . Otherwise . you may8L include only those items of income on which the U .S . income tax was not fully paid at the source . The rate of tax on each item of incom elisted below is 30% (4% for the gross transportation tax) unless limited by tax treaty . Fill in treaty rates where applica6le . If theChell, .11 xipph-ble te, . .. corporation claimed a lower treaty rate . also complete Item R. Page 5.

.. . .... ... .... ... . .....: *1C
... .... .. .... ... I . .... . Name of treaty country, it any No-

Note : Co on, u,n, .. ... . . ... (An NO 1 0-4 NO oll, Ve . t of ., h .oJen, Inn,. ... ... .. . fth~ U S N,o I Arno-, Q,ne .1 (1) Ano.ol of I., A. .1 U S ncomer lix, 0

Ccolplet, Self'on, /I or III I . . .. .. put, ta, "n .. .. . .. ... . . onle, t"I .,110o, , orito, I of ., Iran,- or I. .... ... ... . .. it,,- U'S
paid of wlthheld .1 the soxtee 0

A Country at incorporation . . . . . . . . . . (2) Old l ,wat onfivolu .4 . r-to-filip . [lull . .1
as .,cxr,fluolal tro-vinlof Ihe Lixyetu vin, it Itlyor indirectly, 50 %

B Foreign country under whose laws file nicione rep-,d oil INS 11'tLoll 11 ,, oun, or y vot g J k' (For rule, of allot too. see -hiur 1 Interest (see instructions) . . . . . . 0 1subject to tax ------------ --------- ------- 267(c) ) . . . . I . I I . C .]Yes LIN .
C Date incorporated -------------- --------- . . . . . . it ye, .' amn i j !;, In,oule (a) o,one . address . and
D The corporation's books are in care of . . . . . . . . . . . . . . . . . . . . . .. . . . di-rWynignuribe, ind,(Ib) percentage owned 2 Dividends

located at------------------- --------- If Haw you filed . U S ou,ooo, t~ . let., . to, the------------ [I
Ye. I IN .E Were you at any time during the tax year engaged in i

ye'" ?trade or business in the U S,? . . . . . . . . I Ile, I -IN . I ~;'y',oedho'd tnagent in the U S atifly tione during the year . enter, 3 Rents
F At any time during the tax year, did you have a pennia Kind of ~gent ----- ----------- 041 .

nend establishment in the U .S . for purposes of applying lit,one --------------------------------------------------
section 894(b) and any applicable tax treaty between the Adore . . . . . . . . . . . ---------------------------------------- 4 Royalties . . .. . .U .S.-hol a foreigricountry? Yes [I No --------------------------------------- : ------
If -Yos.- name the foreign country . . . . . . . . . . . . --------------- J Are you a foreign personal holding company unde r

G (i) c'rd you at the end of the tax year own. directly or .. .tion 552? 1 Q Yes 11 No 5 Annuities . . . . . . . . . . . . .
,ndirec 5 1, , more of the .t,lgI If "Yes ." has For,, 5471 been Ided? (Sec, 6035) 0 Yes El N o

"Y' U S - 1 6 Gains from disposal of timber . coal,*or
cc

corp-tion?O(For rules of attribution . see sec~oocnk206`7(a) .) E) Yes No K Are you a personal holding company? (See
Schedule domestic iron ore with a retainedIf -Y .~s .- attach a schedule showing : (a) name . address . and identifying PH (Form 1 1 20) .) . . . . . . . . . . . . 0 Yes El

me econ mic interest (attach statement of 00nundief, (b) percentage owned. and (c) taxable income of (loss) before L Are you a controlled foreign corporat-7 (Sec, 957~ 0 Yes El Me detaiols) . . . . . . . . . . . .NOL and special deductions from fine 28, page 1 . Form 1120
. for the tax M Is the corporation a personal service corporation a syea rendidgwith or with,, you, tax year .

defined in Te El El- roporary Regulations scamn I ~441-4T? Ye, L-1 No
7 Gains from sale or exchange of

I
patents, ITI

copyrights, etc . . . . .
. 0

1 Tax. from Section I (line 11 . page 2) . ~ . . ~ , ~ , , , . ~ I . . I . . I ---
2 Tax from Section It (fine 8 . Schedule J-Tax Computation, page 4) . . . 2
3a Branch profitsta,_.- __._b Branch level interest ta,--- -------Totalli, 3c 8 Fiduciary 'distributions aft ch a
4 Personal holding company tax (attach Schedule PH (Form 1120)) . 4 statement showing the kind of income

and rate) . . . . . . . . . .Sa Alternative minimum tax (Form 4626)__ 5b Environmental tax Total 110, 5 c
6 IOTAI I-Add line, l through 5c . . . . . 6

credits : a 1987 overpayment allowed alacceddl 7a1 9 Gross transportation income (see 4

Is 1988 estimated tax payment, ~ 7b I instructions) . . . . . . . .
.
. .

c Less 1988 refund applied for on Form 4466 Bal 0. CL

d Tax deposited with Form 7004, . . . 7d 10 Other fixed or determinable annual o r

e Credit from regulated investment companies (attach Form 2439) 7e periodic income . . . . . . . . .

f Credit for Federal tax on fuels (attach Form 4136) 7f
Pillg U .S . income tax paid or withheld at the source ~.dld fine 12, page 2 . and ------------- r -------------------------amounts from Forms 8288-A and 8805 (attach Forms 8288 A and 8805) )

8 Total (add lines 7a through 7g) . . . . . . . . . . . 8
---------------------------------------9 TAK DUE (subtract line 8 from line 6). See instruction C3 for method of payment

10 OVERPAYMENT (subtract line 6 fro . line 8). . . . . . . . . . . . . . . . . . . . . . 10
9 ------------------------------------ 011 Emer amount of line 10 you want : Credited to 1989 estimated tax le~ Refund . d le 1 1

Under oeruilies of perjury . I decl,ne that I have e-ined thi-two-drictng am-pa-rigshed .1-id -1 le the bed I my k-tedge end
Please b~l,~l.,Ii~~,ue,c.ll-t . .~d~ .mpl,le .le,~~,~l,onofp,epa (other than ta .paye,) is based on all information of which prepater has any knowledge .
Sign

IH
fe

re Signature of officer Date Title ---------------- ------ --------_-----
Nepano

Paid _
ePre

fule", I sqhatree fe`m`pI.,ed .'E1

U I Firor's name (orse Only younirf self -ployed) 'I I Total-Enter here and on line 1 . page 1 . . . . . . .
.

. . . . . .and address

For Paperwork Reduction Act Notice, see page I of the Instructions. F.mn 1120F (1988) 12 Total-Enter here and as part of line 7g, page 1 . . . . . . . .



Pali, 4
1 .". 11201 04SH) P.We 3 Schedule C .-Dividends and Special Deductions (see instructions )

SECTION II .-Income Effectively Connected With the Conduct of a Trade or Business in the U .S .-See Instructions I Divideods front I-s-thdir 20% owned domestic corporations that are I.) or loll
-blect to the 70W, deduction (other than dividends on debt finance d

IMPORTANT Fill in all applicable lines and schedules. 11 you oeed 'o .o. L18(d), 707 .,Ioc:,) . . . . . . . .
I a Gross receipts or sales $ . . . . . . . . . I I b Less fetui its and allowances $ Bal 111- Ic 2 Divideods from 20% or more owned domestic corporation that are subject to
2 Cost of goods sold and/or operations (Schedule A) 2

S
3 Gross profit (subtract fine 2 front line 10 3 it"' 80%

deduction (other than dividends on debt-financed stock) 80

4 Dividends (Schedule C .line 14) 4
3 Dividend% front debt financed stock of do

'
mestic and foreign corporations -

5 (,ec 246A) . . . .
E 5 Interest 4 Dividends on certain preferred stock of less-than 20% owned public

66Gross rents Oldies 41176 0

7 Gross royalties . . . . . . . . 7 5 Dividends on certain preferred stock of 20% or-more-owned public utilities 47059 13

8 Capital gain net income (attach Schedule D IF orno 1120)) 8 6 Dividends from less than 20% owned foreign corporations that are subject
09 Net gain or (loss) front line 18, Part It. Form 4797 (attach or ot4797) 9 to it,,- 70% deduction 70 11

10 Other income (see instructions- -attach schedule) 10 1 1

11 TOTAL income-Add lines 3 through 10 . . . . 7
Dividends from 20% or roore owned foreign corporations that are subject 0
to the 809(,deduction 041.

12 Compensation of officers (Schedule Q . Deduct only amounts connected with i I hus'ness 1 2

13b Less jobs credit, Balanc;
.

e 10- 1. 3
.
c 8 Total deductions . Add lines I through 7, column (c). See instructions for

13 a Salaries and wages ------ --------- i on'tation
14 Repairs . . . . . . . . . . . . . . . . . 14 . 9 Othf-r dividends from foreign corporations not included in lines 3, 6, and 7
15 Bad debts (see instructions) 15 10 Fore.ign dividend gross up (section 78 )
16 Rents . . . . . . . . . . . . . . . . . . 16 11 IC DISC and former DISC dividends not included in lines 1, 2, and

3 0-0.

17 Taxes . . . . . . . . . . . . . . . . . . . . . 17
18

( .section 246(d)) . . . . . . . . .
18 Interest . . . . . . . . . . . . . . 12 Other dividends . . . . . . . . . . . . . . .
19 Contributions (see instructions for 10% limitation) . . . . . . . . 19 3 Deduction for dividends paid on certain preferred stock of a public utilityE 2 020 Depreciation (attach Form 4562) . . . . . 14 Total dividends, Add line I through 12 . column (a) . Enter here and on line _116

8 21 Depreciation claimed in Schedule A and elsewherv oilretcon 1-21 4. Section 11, page 3 . . . . . . . . . . . . . . . . . .
222 Balance (subtract line 21 from line 20) . . 15 Total deductions, Add lines 8 and 13 . column (c) . Enter here and on line Ito
223 Depletion . . . . . . . . . . . . . . . . . . . . .. 30b, page 3 . . . . . . . . . . . . . . .

24 Advertising . . . . . . . . . . . . V Schedule E.-Compensation of Officers. Complete Schedule E only if your total receipts (line la plus lines 4 throug~ 00
25 Pension . profit-sharing . etc ., plans (see instructions) .1-0 of Section 11 . page 3) are $150,000 or more (see instructions)

26 Employee benefit programs (see instructions) 2fi (b)S-1--ty (c) Percent of I- Percent of corporation
I.) N,i
.1 o-, (f) A-M.1

27 number d-li,d to stock ov,ni,c : -wiustior,
27 Other deductions (total from page 5) business (it) Common (e) Preferred
28 TOTAL deductions-Add lines 12 through 2 7 and enter tier e 28 % % % _n
29 Taxable income before net operating loss deductiori and special deductions (subtract line 28 front title11) 29 % % 0

30 Less: a Net ope,ating loss deduction (see instructions -attach schedule) 30a' 1 -1
- I - % %

b Special deductions (Schedule C, line 15).. 3011b I it
31 Taxable income or (11 ss'i (subtract line 30c from tine 29) . % %

Schedule A.-Cost of Goods Sold and/or Operations (see instructions) I %
It %

I Inventory at beginning of year 2 Total compensation of officers . . . . . . . . . . . . . . . . . . . . . . . .
2 Purchases . . . . 3 Less : Compensation of officers claimed on Schedule A and elsewhere on this return . . . . . . . CL
3 Cost of labor . . I . I . . . . . . 3 4 Compensation of officers deducted on line 12, page 3
4 a Additional section 263A costs (see instructions-attach schedule) . . . . . . 4a Schedule J .-Tax Computation (see instructions)

b Other costs (attach schedule) . . . . . . . . . . . . . . . . . . . . . 4b I Check if you area member of a controlled group (see sections 1561 and 1563) . . . . .
5 Total-Add lines I through 41b 5 2a lt line 1 is checked, enter your share of the $50,000 and $25,000 taxable income bracket below . 0.01
6 Inventory at end of year . . . . . . . . . . . . . . . . (I) $ ---------------- L ----- 00 $ ---- _ . . . . . . . . . . . L----- *4
7 Cost of goods sold-Subtract line 6 from line 5 . Enter here and or, line 2, Sectioi i I I 2b C

8 a Checkall methodsused for valuing closing inventory
7# If Enter your share of the additional 5% tax (not to exceed $11 . 750)

3 Income tax (see instructions to f th ta ) Check if corporation is a qualified personal service,~ure e x .
0) F Cost corporation (see instructions) so
(ii) D Lower of cost or market as described in regulations section 1 .47 1-4 (see Instructions) 4a Foreign tax credit (attach Form 1118) . . . . . . . . 4a
(in) D Writedown of "subnormal" goods as described in Regulations section I 471-2(c) ,see instructions) b Credit for fuel produced from a nonconventional source . . . . . . If

(iv) D Other. (Specify method used and attach explanation .)11~ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . c Orphan drug credit (attach Form 6765) . . . . . . . . . . c
b Check if the LIFO inventory method was adopted this tax year for any goods . . . . . . . . .

.
. . . . . . d Gene.ral business credit . Enter here and check which f-ormsare attached :

If checked, attach Form 970. Form 3800 Form 3468 Form 5884
c If the LIFO inventory method was used for this tax year, enter percentage (or amounts) of closing For . 6478 Form 6765 Fo r in 8586

inventory computed under LIFO . . . . . . I . . ~ . . I . I . I 8c e Credit for prior-year minimum tax (attach Form 8801) .

d Do the rules of section 263A (with respect to property produced or arquired for resale) apply to the 5 Total-Add lines 4a through 4e . . . . . . . . . . . . . . . . . . . . . . .
corporation? . . . . El Yes EJ No

6 Subtract line 5 from line 3 . . . . . . . . . . . . . . . . . . . . .
e Was there any change in determining quantities . cost, or valuations betweer. opening and closing inventory? Dyes E]No 7 Recapture taxes . Check 'If from: Form 4255 - Form 8611 . . . . . . . . . . .

If "Yes," attach explanation . 8 Total tax-Add lines 6 and 7 . Enter here and on line 2, page 1 . . . . . . . . . .
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SECTIO14 Ill .- Branch Profits and Branch-Level Interest Taxes -Balance Sheets
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-_ASSETS (b)
I Enter the amount from line 29 . Section 11 . . . . . . . I Cash

2 Adjustments to arrive at effectively connected earnings and profits . (Make positive adjusti,ients 2 Trade notes and accounts receivable

(such as tax-exempt interest income) and negative adjustments (such as Federal income taxes) a Less allowance for bad debts . . .
required under the principles of section 312 . See the instructiofis for certain types of income

3
nv,!,,Io, .es . . L . . . . . . . .

included in effectively connected taxable income but not taken into account when computing 4 Federal and state government obligations
effectively connected earnings and profits, arid the treatment of deductions apportioned to such 5 Other Luent assets (attach schedule)
income .) Attach a schedule showing the nature and amount of these adjustments L : L L ' ' " 2 6 Loaris to stockholders . . . . .

3 Effectively connected earnings and profits . Combine line 1 and line 2L (See the instructions for the 7 Mortgage and real estate loans
0 1computation of effectively connected earnings and profits of certain insurance cornpanws . Attach a 8 Ollwr investments (attach schedule)
Vstatement showing this computation, if this applies to the corporation .) 9 Buildings wid other fixed depreciable asset s

4a Enter U .S . net equity at the end of the current tax year . (See the'.ristitiictions for the diatmilion 'if U.S .net eqUily .) 44 0a Less accumulated dep .eciation . . . 11b Enter U.S. net equity at the end of the prior tax year . . . . 10 Deplet.bleas-ts , : . . .. . . . iv
c Increase in U .S . net equity . If line 4a is greater than line 4h subtract line 4b from litit, 4 i . Enter the a Less accumulated depictio n

result here and skip to line ale . If line 4a equals line 41b, enter zero arid skip to lin~ 4e . . . I 1 11 [ ;in(] (net of aiiyarnorti7ation )
d Decrease in U .S . net equity . If line 41b is greater than line 4a, subt, act line la hour line 41h and enter result here . ~ Ad- 12 hilaogible assets (amortizable only)
a Non-previously taxed accumulated effectively connected earnings and profits . Enter excess. if any. a I e.ssacLunitilatedamortizatior,

of effectively connected iamings and profits for preceding tax years beginnini ; after 1986 over any 13 Othf!r assets (attach schedule) . . . .
dividend equivalent amounts for those years . . . . . . . . . . . . . -4e" 14 Totalassets . . . . . . . V .S.

5 Dividend equivalent amount . If an amount is entered on line 4c . subtract that amount from line 3 LIABILITIES AND STOCKHOLDERS'EQUITY
and enter the result here . Enter zero if less than zero. Otherwise, add the lesser of line 4d or line 4e 15 Accounts payable . . . . . . . .
to line 3 and enter total here . . . . . . . 5 16 Mtges . notes, bonds payable in less than I year

6 Branch profits tax . Multiply the amount on line 5 by 30% for lower treaty rate if the corporation is a

1 7
Offie(cirrentliabildies (attach schedule)

qualified resident) . Enter here and on line 3a, page 1 . See instructions for situations in which more 18 Loans from stockholders . . . . . .
than one rate applies or treaty benefits other than a rate reduction affect the computation of the 19 liltge~L . notes. bonds payable in I year a, more ,
branch profits tax . If treaty benefits apply, attach a statement explaining why the corporation is a Go20 Other liabilities (attach schedule) Eliqualified resident and describe the benefits that apply . Also complete Item R belo. . . . . . . 21 Capital stock : a Preferred stock cc
Note: See instroctions for additional schedules relating to the branch profits fat that are requited to be attached.

b Common stock . . .110M Comoutation of Branch-Level Interest Tax 22 Paid in or capital surplus . . . . . .
I Enter the amount of interest allowable as a deduction under Regulatiens section 1 .882-5 . (Section 11 . Ime18) 23 Retained earnngs-Approlinated (attach schedule) .
2 Enter the amount of interest paid by the foreign corporation's U.S . trade or business (other than 24 Retained earnings- Una ppropr ate d

nondeductible interest). (See instructions for the definition of interest paid by the corporation's 25 Less cost of treasury stock
0 1U.S . trade or business .) If the interest paid by the .corporation's U.S . trade or business was 26 Total liabilities and stockholc rs : eguity

increased because 80% or more of the corporation's assets are U .S . assets, check this box . . 11- F1 2 Schedule M - 1 . -Reconciliation of Income per Books With Income per Return . You are not required to complete thi s
3 Subtract line 2 from line 1 . Enter zero if the result is less than zero . . . . . . . . . . . .

3 schedule if your total assets (line 14, column (d), above) are less than $25,000 . (A
4 B

'
rinch-level interest tax . Multiply line 3 by 30% or lower treaty rate (if corporation is a qualified I Net income on books . . . 7 Income recorded on books this year Iresident) . Enter here and on line 3b, page 1 . (If treaty rate applies, attach a statement to Form 2 Federal income tax . . . .1 120F explaining why the corporation is a qualified resident .) Also complete Item R below . . . . . 4 . . .

not included in this return (itemize)
3 Excess of capiiai losses over capital gains a Tax-exempt interest $~it_her Deductions 4 Income subject to tax not recorded on books this year CL

Explar,atum Amount' Eplaruitum Amount (itemize) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

------------------ --------- - - --------------------------------------- . . . . . . . ------_- --------_-------- 8 Deductions in this tax return not charged
-------------------------------------- - - - ---------------------------------- 5 Expenses recorded on books this year not against book income this year (itemize) (A

. . . . . . . -- . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . deducted in this return (itemize) a Depreciatio n
------------------ I . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . a Depreciation . . . $ b Contributions carryover C-------------------- . . . . . . --------- ... . . . . . . . . ... . . . . . . . . . . . . . .. b Contributions urryovef
--------------------------- ------ c Travel and entertainment . $

I TOTAL-Enter here and on line 27, page 3 1
- -------------- - ----------------

------------------------ 9
Total of lines 7 and 8 . . . . .

. 0Additional Information Requited R Does the foreign corporation take the position on this 6 fWal of lines I through5 10 Income (fine 29. Re 3)-line 6 less line 9
N Business description (see page 14 of instructions) return that any Internal Revenue law is overruled or Schedule M-2 .-Analysis of Unappropriated Retained Earnings per Books (line 24 above). You are not required to

(1) Business activity code number I . . . . . . . . . . . . . . . . . . . . . . otherwise modified by a treaty between the U .S, and a complete this schedule if your total assets (line 14, column (d), above) are less than $25,000 . (A
(2) Business activity I - ---------------------------------- foreign country? (see instructions) . . . . . . . El Yes El No -

I Balance at begirming ofyear . . . . . 5 Distributions: a Cash . . . .
(3) Product or service 0 . . . . . . . . . . . . . . . . . . . . . . . . . . If "Yes," enter the treaty country_L . . . . . . . . . . . . . . and article(s) . . . . . . . . . . 2 Net income on books . . . . . . . b Stock . . .

0 During the tax year was any part of your accounting/ Also attach a statement describing the position taken . 3 Other increases (itemize) . . . . . . . . . . . .. c Property . . . .tax records maintained on a computerized system? . .0 Yes El No S Does the foreign corporation claim a reduction in ,
P Check method of accounting : (1) 11 Cash (2) E3 Accrual or exemption from, the branch profits tax due to a . . . . - --------------------- --------- 6 Other decreases (itemize) . . . . . . . . . . .

(30 Other (specify) 1110_ complete termination of all U .S . trades or - . . . . . . . . . . . . . . 11;_---------------- . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
. . . . . . . . . . -- --------------__ businesses, the tax-free liquidation or ------------ -1 . . . . . . . . . ------------- 7 Total of lines 5 and 6 . . . . . .

Q Enter amount of tax-exempt interest received or accrued during reorj~nizafion of a foreign corporartion, or the tax. 4 Total of lines 1, 2, and 3 . . . 8 Balance at end of year (line 4 less line 7) .
Kyear free corporation of a U .S. trade

0
busi ness? . Yes No

*USGPO IM . 620-620/00786



property or business . Form 1120F is due (b) It would enter "6/20/86" (date property Form 5471-Information Return with
Department of the Treasury whether or not the property or business is was acquired) in column (b) ; Respect to a Foreign Corporation . This form
Internal Revenue Service being operated. (c) It would enter "5/15/88" (date property is filed by certain officers, directors . or U.S.W, 88 rat An agent in the U.S. must He the return was sold) in column (c); shareholders of foreign corporations.

if the foreign corporation has no office or (d) It would enter "$50,000" (gross amount Form 5472-Information Return of a
place of business in the U.S. when due. received from the sale) in column (it) ; Foreign Owned Corporation, A fore' n

Instructions for Form 1120F Consolidated returns .-A foreign (a) It would enter *$23,000' (sum of its corporation that is engaged in a tre fe
o r

corporation cannot belong to an affiliated basis in the property and the cost of sale) in business in the United States and i s
group of corporations that files a column (a); controlled by a foreign perfon may have to

U .S . Income Tax Return of a Foreign Corporation consolidated return unless it is a Canadian file Form 5472 .0 (f) It would enter "$27,000" (gross sale s
r Mexican subsidiary maintained price for the property of $50,000 minus its Form 1042S.-Foreign Person's U.S .(Section references are to the Intemal Revenue Code unless otherwise noted .) solely to So

own and operate property under Canadian basis in the property of $20,000 and its to urce Income Subject to Withholding, This

'Paperwork Reduction Act Notice into account over a period of less than 4 requirements under section 28OH(c) for or Mexican law
. costs of sale of $3,000) in column (f), rm is used to report income Payments .0

2. Who Does Not File Form 1120F.-A (g) It would then carry the $27,000gain to that are subject to withholding and the 0
We ask for this information to carry out the years, the adjustment is to be included in each year the election is in effect . If the foreign corporation does not need to file line 8, page 3, Form 1120F. amount of tax withheld . -1

Internal Revenue laws of the United States . income ratably over the shorter period. See corporation fails to make the required Form 1120F in any of the following cases: Form 1042.-Annual Withholdip Tax Z
1987 Act section 10201 for more minimum distributions, the deduction See Temporary Regulations section Return for U.S. Source Income of oreign

We need it to ensure that taxpayers are e It did not engage in a trade or business in 1 .897-5T for the applicability of sectioninformation . allowable for certain amounts paid to its1 0
complying with these laws and to allow us to Installment method for dealer dispositions employee,owners is limited to a maximum the U .S . during the year, and ull U .S . tax 897 to reorganizations and liquidations

. Persons, which is used to report withholding
"%

figure and collect the right amount of tax. was withheld at the source. tax and to transmit Form 1042S.usI deductible amount and the excess is If you have had income tax withheld on Form 1096-Annual Summary and
You are required to give his information . of property .-The installment method for

dispositions of property by dealer.; after deferred until the followingtax year . See It is a beneficiary of an estate or trust Form 8288-A, Statement of Withholding on Transmittal of U.S. Information Returns.The time needed to complete and file this 1987 has been repealed, In addition the Form 8716, Election to Have a Tax Year engaged in a trade or business in the U .S., Dispositions by Foreign Persons of U.S.
form will vary depending on individual proportionate disallowance rules of section Other Than a Required Tax Year, for details . but would itself otherwise not need to file. Real Property Interests, include the amount Form 1098 .-Mortgage Interest
circumstances. The estimated average 453C have been repealed for dispositions Reduction In dividends-received * It files Form 1120L, U .S. Life Insurance withheld as part of line 7g, page

1 Statement, which is used to report the
times are: after 1987 . See section 453 for details and deduction .-Generally, the 80% Company Income Tax Return, as a foreign U S real property Interest.-Ganerally, a receipt from any individual of $600 or more

Recordkeeping . 100 hrs .. 55 min . exceptions . dividends-received deduction has been life insurance company or Form I 120-PC, U'S' of mortgage interest in the course of the

Learning about Long-term contracts.-Effective for long . reduced to 70% for dividends received after U.S. Property and Casualty Insurance
. . real property interest is an interest in corporation's trade or business for any

Company Income Tax Return, as a foreign real property located in the United States .
the law or the form 29 his ., 34 min. term contracts entered into after October 1987 . However, an 80% dividends-received See section 897 for further details. calendar year.

Preparing the form 55hrs .,47 min. 13, 1987, and before June 21, 1988, that deduction has been retained for those property and casualty insurance company . Forms 1099-A, 8, DIV. INT, MISC, R, and

are accounted for under the percentage of recipient corporations that own 20% or It has filed Form 8279, Election T Be
S. When To File.-Corporations that do not S .-These are some of the information

Copying, assembling. 0 maintain an office or place of business in returns that must be filed to report certain
and sending the form completion-capitalized cost method the more of the voting power and value of the Treated as a FSC or as a Small FSC . Thes the U .S . have until the 15th day of the 6th

5 his 42 min percentage of items taken into account stock of the issuing corporation. See the corporations must file Form I 120-FSC, payments . such as dividends and interest .

to IRS . . . . . . . I " ' under the percentage of completion method instructions for Schedule C for more U .S. Income Tax Return of a Foreign Sales month after the end of their tax year to file For more information, see the instructions

Ifyou have comments concerning the information, Corporation
. Form 1120F. They may use Form 7004, for Forms 1098, 1099, 5496, 1096, and -A

accuracy of these time estimates or has been increased to
70% . For long-term Application for Automatic Extension of Time W-2G.

contracts (except certain residential Graduated rates denied to qualified 3 . Income of Foreign Governments and To File Corporation Income Tax Return, to Schedule PH (Form 1 120).-suggestions for making this form more construction contracts) entered into after personal service corporations- International Orgamizations .-Income of on of
co

simple, we would be happy to hear from request an automatic 6-month extensi Computation of U.S. Personal Holding cc
June 20, 1988, that are accounted for Qualified personal service corporations are foreign governments and international time to file . However, this extension does

you . You can write to the Internal Revenue under the percentage of completion- now taxed at a flat rate of 34% on their organizations from : (1) investments in the not extend the time for payment of tax . Company Tax. Attach to Form 112OF if the C0
Service, Washington, DC 20224, Attention : capitalized cost method, this percentage taxable income . See the instructions under U .S. in stocks, bonds, or other domestic Corporations that maintain an office or foreign corporation is a personal holding
IRS Reports Clearance Officer, TR .FP; or has been increased to 90% . Generally, Tax Computation for the definition of a securities owned by such I re gn company (section 542) but not a foreign
the place of business in the U .S . have ntilthe

Office of Management and Budget. builders of single-family residences and qualified personal service corporation . government or internationaol organization ; 15th day of the 3rd month after the end of personal holding company (section 552).
Paperwork Reduction Project, Washington dwelling units in buildings containing 4 or (2) interest on deposits in banks in the U.S . their tax year to file Form 1 120F. Form 4626, Alternative Minimum Tax-
DC 20503. fewer dwelling units are not required to use General Instructions of moneys belonging to such foreign Corp-orations, is used to compute -n
Important Tax Law Changes eitherthe percentage of completion method government

.
or international organization ; or th Under Regulations section 1 .6081-2(a) alternative minimum tax and the 0

or the percentage of completion-capitalized A. Purpose of Form ese corporations are granted an environmental tax .
These changes are a result of the Revenue

(3) financial instruments held (by a foreign automatic 3 .rtionth extension of time to file,

Act of 1987 (* 1987
Act") and the Technical cost method for contracts entered into after Form 11 20F is used to report a foreign government) in the execution of without using Form 7004 . If a 6-month Form 5713-International Boycott

and Miscellaneous Revenue Act of 1988.
June 20, 1988. See section 460 for details . corporation's income; deductions, credits, governmental financial or monetary policy extension is needed, these corporations Report, for persons having operations in or 3

They apply to tax years beginning after Capitalization of past service pension and tax to the United States . If a refund is are generally not subject to taxation . should file Form 7004 by the 15th day of related to 'boycotting' countries . I n

1987 unless otherwise noted. costa.-Contributions to a pension or due, Form 1 120F may be used to claim it . However, the types of income described in the 3rd month following the close of the tax addition, persons who participate in or
:nnurty plan representing past service costs section 892(aX2) that are "received" year . cooperate with an internation boycott meB . Filing the Return directly or indirectly from co However, this extension does not y

Vacation pay.-The special election that re now subject to the uniform capitalization mmercial have to complete Schedule A a, Schedule 8
allows accrual method taxpayers a extend the time for payment of tax

. o r

deduction for additions to a reserve for rules of section
263A or the long-term 2 . Who Files Form I I 20F.-Except for activities are subject to tax

. The types of Period covered.-File the 1988 return for and Schedule C of Form 5713 to compute
contract rules of section 460, Thus, an corporations described in instruction B2, income described in section 892(a)(2) are ' their loss of the following items : the foreign

vacation pay has been repealed . Generally, allocable share of all otherwise allowable every foreign corporation must file this form also subject to withholding . calendar year 1988 and fiscal years that fa CL
the amount now allowed as a deduction for began in 1988 and end in 1989 . If the tax credit, the deferral

of
earnings 0

vacation pay is limited to the amount of pension costs, whether they relate to if, during the tax year . it did any of the 4 . Dispositions of U.S. Real Property return is for a fiscal year, fill in the tax year controlled foreign corporation, FSC. and
current or past services, must be included in following: Interest by a Foreign Corporation .-A space at the top of the form. IC-DISC benefits.

vacation pay earned during ther year to the the basis of property produced or held for e Had income from any U .S . source. foreign corporation that disposes of its U .S . Form 8264-Application for Registratic
extent it is paid during the year or vested at resale including property the taxpayer real property interest must treat the gain or Final return .-If the corporation ceased to )n
the! end of the year and paid within 21h a Engaged in a trade or business in the of a Tax Shatter, used by tax shelter

produ;es under a long-term contract . This US whether or not it had income from loss as income that is effectively connected exist during the tax year, check "Final or nizers to register tax shelters with the
months after the end of the year. change in law is effective for costs incurred ti~t"tracle or business. with aU .S. trade or business even if the return" box at the top of Form 1120F . lRrfor the purpose of receiving a tax shelter

The change from the reserve method is after 1987for property (other than corpo a
treated as a change in method of accounting inventory) produced by

the tax Had tax preference items, as described in tion is not otherwise engaged in a 6. Address .-The address used on the registration number .
payer, 0

books
section 57, that affect the corporation's U ' S '

trade or business . This income must be return should be the location of the Form 8272-Investor Reporting of Tax 0
initiated by the taxpayer and made with IRS including costs allocable to long-term reported in Section 11 of Form 1 120F and and records used in the preparation of th e
consent. The net amount of the adjustment contracts under section 460 . For inventory computation of its gross income. Shelter Registration Number, used bymust be reflected on Schedule D (Form return. For foreign corporations engaged in taxpayers who have acquired an,interest in
required by the change in accounting costs, the change is effective for tax years a Overpaid income tax that it wants 1 120), Capital Gains and Losses. a trade or business in the United States ,
method equals the excess of the amount in beginning after 1987, and is treated as a refunded. this will generally be a U.S . address. If the a tax shelter, which is required to be 0

the reserve at the end of the year preceding change in method of accounting initiated by The foreign corporation must file Form Example corporation's address has changed from the registered, to report the tax shelter' s

the year of change over the amount accrued the taxpayer and made with IRS consent . 11 20F even if its income is tax exempt Foreign corporation X disposes of a U .S. real last time Form 1 120F was filed, check the registration number . Form 8271 must be

at the end of the year preceding the year
of

Any adjustment required under section under an income tax treaty or Code section . property interest on May 15, 1988, and box at the top of page 1 . attached to any tax return (including an

change and paid within 2~h months after the 481(a) must be included in income over a receives $50,000 for it . X purchased the application for tentative refund (Form
A Mexican or Canadian branch of aU , S , 7. Where To File.-File Form 1120F with 1139) and an amended return) on which a

close of that year. The net amount of the period not to exceed 4 years . mutual life insurance company must file real property interest on June 20, 1986 . X's the Internal Revenue Service Center .
adjustment reduced by the balance in the basis in the property is $20,000 and the deduction. credit. loss, or other tax benefit

Personal service corporations may elect a Form 1120F on the same basis as a foreign cost of selling the property is Philadelphia, PA 19255 . attributable to a tax shelter is taken .
suspense account under section 463(c) tax year other than a calendar year.-A corporation if the U.S. company elects to $3,000 .
must be included in income as follows:25% 8

. Other Forms, Schedules~ and Form 8300-Report of Cash Payments
fo personal service corporation (as defined in exclude the branch's income and expenses Foreign corporation X would report the

r the year of change, 5% in the Ist year Temporary Regulations section 1 .441-4T) from its own gross income. sale of its real property interest as follows ; Statements That May Be Required.- Over $10,000 Received in a Trade or'

after the year of change, 35% for the 2nd may elect to have a tax year other than a A receiver, assignee, or trustee in (a) It would enter a description of the (a) Forms . Foreign corporations may also Business . Generally, this form is used to

year after the year of change, and 35% in calendar year rather than adopting or dissolution or bankruptcy must file Form property in column (a), Part If, Schedule D have to file other forms. A partial list report the receipt of more than $10,000 in

the 3rd year after the year of change . changing to a calendar year for tax years 1 120F if that person has or holds title to (Form 1120)
; includes: cash or foreign currency in one transaction

_116 However, if Rev. Proc . 84-74, 1984-2 C . B. beginning after 1986 . Electing corporations virtually all of a foreign corporation's Page 2736, requires the adjustment to be taken are subject to minimum distribution



(or in a series of related transactions) . o Sign it, by hand, in the space provided for 57, 1987-2 C. B. 117, for more information. return, but not later than the 15th day of D. Claim for Refund required installment based on the prior
1 ,

However, transactions that take place the preparer's signature (signature stamps A19s6o see Rev . Proc. 87-32, 1987.2 C. B. the 6th month after the end of the t9x year,
It a foreign corporation has only into overpayment on line

10, page 1 .

me that year's tax. If there is tax due on line 9, pageentirely outside the U.S. are not reportable. or labels are not acceptable); and for procedures to use in adopting,
The tax may be paid by

ch a refund due, subtract the penalty from the
eck or money is not effectively connected with the include the penalty in the total . If there isForm 8805.-Reports taxes withheld on e Give a copy of Form 1 12OF to the retaining, or changing the corporation's tax

order, payable to the Internal Revenue conduct of a trade or business in the U .S .foreign partners in domestic partnership . taxpayer in addition to the copy filed with year. Personal service corporations that Service, and sent to the Internal Revenue and Form 1 120F is being used as a claimForm 88 to.-Corporate Passive Activity IRS. wish to adopt, change to, or retain a non- Service Center, Philadelphia, PA 19255 . for refund. include all income from sources 5 . Overstated Tax Deposits.-It depositsLoss and Credit Limitations . Closely held and Tax return preparers should be fami liar calendar tauryearmust file requests On Note
: Write the corporation's employer in the U.S . even though all tax on it was paid are overstated, the corporation may be

personal service corporations subject to the with their responsibilities . See Publication
Form 1128

in accordance wifffthe identification number on your check or at the source. subject to a penalty of 25% of the overstatedpassive activity limitations use this form to 1045, Information for Tax Practitioners, for procedures outlined in Rev. Phoc. 87-32.
money order. If the refund results from withholding tax deposit claim . See section 6656(b) .

compute their allowable passive activity loss more details . Eligible personal service corporations that,
S . Foreign corporations with an office or at the source, attach a statement to Form 6. Other Penalties.-There are alsoand credit . wish to elect under section 444 to have a tax place of business in the

U .S . must pay the 1120F . The statement should show : penalties that can be imposed fo rC. Figuring and Paying the Tax year otherthan a calendar year must file Form tax due in full when they file their tax
* The amounts of tax withheld : negligence, substantial understatement o f

(b) Statements
8716 by the earlier of : (1) the 15th day of the tax, and fraud

. See sections 6653 and 6661. 0
1 . Accounting return, but not later than the 15th day of

e The names and post office addresses of
0transferor.-If a person acquires stock or Accounting Methods.-Taxable income the 1st day of the tax year for which the

Transfers to corporation controlled by 5th month following the month that includes tWhreitertch

meonrphoraftlei or ntheemdploy
ethre tax yea r, wi

Tthhheo
nldai

mngeai gant ic; h I he tax was with held, Money items may be shown on the return

. RoundingOff "Nsecuritie!. of a corporation in excha .ige for must be computed using the method of election will be effective, or (2) the due date identification number on all payments

. if different from the taxpayer's name ; and and accompanying schedules as whole .
property, and no gain or loss is recognized accounting regdlarly used in keeping the (not including extensions) of the income tax

0
under section 351, the transferor and corporation's books and records. In all return resulting from the section 444 election . Also, foreign corporations with an office dollar amounts

. To do so, drop any amounttransferee must attach the information cases, the method adopted must clearly Electing corporations are subject to minimum or place of business in the U .S . must * If applicable, enough information to show
11.

deposittheir income tax payments (and that the taxpayer was entitled to a reduced less than 50 cents and increase any amountrequired by Regulations section 1 .351-3 reflect taxable income. (See section 446 .) distribution requirements under section tax rate under a treaty
. from 50 to 99 cents to the next higher dollar .Statement in place of schedules.-If the Generally, corporations engaged in 280H(c) for each year the election is in effect. estimated tax payments) with a Federal Tax

foreign corporation has no gross income for farming operations must use the accrual If the corporation fails to make the required Deposit Coupon (Form 8109). E. Interest and Penalties G . Credit for Overpaid Windfall
the tax year, do not complete the Form method of accounting. See section 447 for minimum distributions, the deduction To help ensure the proper crediting to Interest and penalty charges are described Profit Tax (D
1 120F schedules . Instead, attach a exceptions. allowable for certain amounts paid to your account, write .'Form 1 1201'" and the below ' If a corporation files late or fails to A corporation that has overpaid its windfal lstatement to the return showing what types Generally, corporations (other than employee-owners is limited to a maxi mum tax period to which the deposit applies on pay the tax when due, it may be liable for profit tax may claim a credit on its income
and amounts of income are excluded from qualified personal service corporations) are deductib)e amount under section 28OH(d) . your check or money order . penalties unless it can show that the failure tax return. Use Form 6249, Computation of
gross income, required to use the accrual method of Amounts not allowed as a deduction for the Make these tax deposits with a financial was due to reasonable cause and not willful Overpaid Windfall Profit Tax, to figure the
(c) Amended return accounting if their average annual r ss tax year are carried over to the following tax institution qualified as a depositary for neglect

. credit. Include the amount of the credit i nTo correct an error in a Form '1 120F already receipts are more than $5,000,0M. See year. , Federal taxes or the Federal Reserve bank C
filed, file an amended Form 11 20F and section 448(c). A corporation changing to 2. Gross Income._For purposes of Form

1 . Interest .-Interest is charged on taxes the total for line 7e . page 1 . Form 1 120F ,
or branch serving the geographic area not paid by the due date, even if an and enter the amount of credit in thecheck the "Amended return" box at the top the accrual method because of this 1 120F, a foreign corporation that only has where the corporation is located

. Do not extension of time to file is granted . Interest margin next to line 7e and identity it asof Form 1. 120F . provision must complete Form3115, U.S . source income that is not effectively submit deposits directly to an IRS office ; 'OWPT."Note:
(d) Attachments Application for Change in Accounting connected with the U .S . is taxed on its gross is also charged on pen Ities imposed for The windfall profit tax does

otherwise, the corporation may be subject failure to file, negligence, fraud, gross not apply to crude oil removed after August
Attach Form 4136, Credit for Federal Tax Method, and attach it to Form 1120F for income . This income is entered on Section I to a Federal tax deposit penalty. Records of valuation overstatements, and substantial 2H2,S]ciheidules L, IM-

1, and M- 2
on Fuels, after page 6, Form 1 120F . Attach the year of change. The corporation must and is generally taxed at the lower of 30%

or deposits will be sentatoctohuenitRSSfeortchreediting (inndleurdpinygmeextnetsnsoifotnasx) frocitnhaldele.ioefdate

A foreign corporation other than a
schedules in alphabetical order and other also show on a statement accompanying treaty rate. An exception is made for gross to the corporation'

sforms in numerical order after Form 4136. Form 3115 the period over which the transportation income which is taxed at 4%. instructions contained in the coupon book payment
. The interest charge is figur4d at a corporation subject to the branch profits tax

C0icable entry '
section 481(a) adjustment will be taken into A foreign corporation that has income for more information . rate determined under section 6621 .

may limit Schedules L, M-1, and M-2 to :
Please complete every appi account and the basis for that conclusion . effectively connected with the U .S. is taxed When completing Form 8109, be sure to 2 . Late Filing of Return.-A corporation

space on Form 1 120F
. Please do not attach see section 448 and Temporary on all income of the foreign corporation darken the "Form 1120* box

. that fails to file its tax return when due The corporation's assets in the U .S . andstatements and write "See attached" in lieu Regulations sections 1
.448-lT(g) and (domestic or foreign sourced)

. Use Section To get more deposit coupons, use the (including any extensions of time for filing) its other oassets effectively connected withto
of completing the entry spaces on Form 1

.448-IT(h) for more information. Include it, page 3, Form 1 120F, to report this reorder form (Form
8109A) provided in the maybesubject a penalty of 5%a month its trade r business in the U.S . ;and -n1 120F

. the amount reportable as income in 1988 income and figure the tax on it. coupon book. If the corporation does not orfra6onofa month ptoamaximumof Its income effectively connected with the
If more space is needed on the forms br under section 481(a) on line 10, page 3 .

To determine the source of income, have these coupons, it should contact an 25%, for each month ilue return is not filed. conduct of a trade or business in the U .S.schedules, attach separate sheets and show For long-term contracts (except certain follow sections 861 through 865and the IRS district office .the same information in the same order as The penalty is impo ed on the net amount and its other income from sources in the
0 1on the printed forms . Be sure to show real property construction contracts), related regulations, except as tax treaties For more information concerning due

. The minimum penalty for failure to file U .S.
totals on the printed forms. Please use entered into after February 28, 1986, provide otherwise

. deposits, see Publication 583, Information a tax return within 60 y Do not complete Schedules M-1 and M-2taxpayers must elect either the percentage da s of the due date -3sheets that are the same size as the forms of completion or the percentage of Election to treat real property Income as for Business Taxpayers . (including extensions) is the lesser of the if your total assets at the end of the tax yearand schedules
. Attach these separate completion-capitalized cost method . See effectively connected Income.-If a underpayment of tax or $ 100. (line 14, column (d) of Schedule L) are lesssheets after all the schedules and forms . foreign corporation has income from real Backup Withholding

Also, put the corporation's employer section 460 ; Notice 87-61, 1987-2 C .B . 3. Late Payment of Tax.-Generally the than $25,000 .
identification number (EIN) on each sheet .

370 ; and Notice 88-66, 1988-25 I.R .B . 4 1,
property in the U .S. or from an interest in If a person receives certain payments and penalty for not paying tax when due is 1h of Corporations subject to the branch profits
such property, the corporation may elect to does not give the payer the correct taxpayer 1% a month or fraction of a month, up to a tax should see the additional requirements9 . Signature

.-The return must be for more information
. treat the income as effectively connected identification number, the payer will maximum of 25%, for each month the tax is on page 13.signed and dated by the president vice Unless the law specifically permits with the conduct of a trade or business in withhold taxes from those payments . If not paid . The penalty is imposed on the net C-Lpresident, treasurer, assistant tre~surer otherwise, the corporation may change the U .S . Income affected by such an amountswere ithheld from payments~ the amount due

. Sccoendculilleaffo-n1of Income per Book With
chief accounting officer, or any other from the method of accounting it used to election includes : corporatiocne sinhotwuh

eldishowitahnid coml oumnnt in the corporation that fails to make estimated tax Income per Retur n
corporate officer (such as tax officer) report taxable income in earlier years (for 4 Underpayment of Estimated Tax .-A

(A
authorized to sign . income as a whole orfor any material3itle]mj Rents or royalties from mines, wells, or b

elatween lines 7 and 8, page 1, and label the payments when due may be subject to an
0-410

in other natural deposits
; and Line 5c

only by
first getting consent on For amount as backup withholding

. The underpayment penalty for the period of
-1

A receiver, trustee, or assignee must sign Also see Publication
538, Accounting e Gain described in section 631(b)or(c).

Travel and entertainment expenses.-
a nd date a ny retu in reqU

ired to be fi led on Periods and Methods . To make the election, attach a statement corporation should then include the amount underpayment. In general, to avoid the
in the total for line 8 . estimated tax penalty . the corporation must Include on this line 20% of meals and CIf a corporate officer filled in Form

behalf of a corporation
. Change In Accounting Period- indicating that you are making it when you

-A corporation must make estimated tax payments of at least the entertainment that are not allowed under1 120F, the Paid Preparer 's space under the Generally, before changing an accounting file Form 1120F for the first year involved. 4. Estimated Tax.
0

"Signature of officer' should remain blank . period, the Commissioner's approval must be for that year and each year the election make estimated tax payments if it can smaller of 90% of the tax shown on the section 274(n) ; expenses for the use of an V-0.
If someone prepares Form

1
120F and does obtained (Regulations section 1 .442- 1) by continues. Use Section 11 to figure the tax on expect its estimated tax (income tax minus return,orlOO% f its prior year's tax . See entertainment facility : the part of tusines s

c'not charge the corporation, that person filing Form 1128, Application for Change in this income. credits) to be $500or more, section 6655 for details and exceptions . gifts that exceeds $25 ; expenses of an 0
should not sign . Certain others who prepare Accounting Period . Also see Publication 538. Also attach a schedule to Form 1120F . Use Form 1120-W(WORKSHEET), Form 2220, Underpayment of Estimated individual allocable to a convention or a

Form 1 120F should not sign . For example Personal service corporations as defined showing the name, address, employer Corporation Estimated Tax, as a worksheet Tax by Corporations, is used to see if the cruise ship in excess of $2~000; business a
a regular, full-time employee such as a in Temporary Regulations section 1 .441-4T identification number (if any), location to compute estimated tax. . corporation owes a penalty and to figure the achievement awards larger than $400; th

clerk, secretary, etc ., of the corporation must use a calendar year unless : (state, county, city), address, and site If the corporation overpaid estimated tax it amount of the penalty . Generally, the cost of entertainment in excess of face

does not have to sign . (1) the corporation can establish to the location (if different from address) . Also may be able to get a "quick refund" by filinj corporation does not have to file this form value (subject to the 20% disallowance) ;

Generally, anyone who is paid to prepare satisfaction of the Commissioner that there identify the type of real property, i.e., Form 4466, Corporation Application for because IRS can figure the amount of any of the costs of skyboxes in excess of the

Fo. m I 120F must sign the return and fill in is a business purpose for having a different mines ., wells. etc . Quick Refund of Overpayment of Estimated penalty and bill the corporation for it . face value of non-luxury box seat tickets ;

the other blanks in the Paid Preparer's Use tax year, or Tax. The overpayment must be both: (1) at However, you must complete and attach the part of the costs of luxury water travel

Only area of the return . (2) the corporation elects under section 444
3 . Paying the Tax least

10% of expected income tax liability Form 2220 even if the corporation does not not allowed under section 274(m) ;

The preparer required to
.
sign the return to have a tax year other than a calendar year. I A

. Foreign corporations with no office or and W) at least $500 . To apply, file Form' owe the penalty if : (a) the annualized expenses for travel as a form of education ;

MUST complete the required preparer
p ace of business in the U.S. must pay the 446 within 21h months after the end of the income or adjusted seasonal installment and other travel and entertainment

Personal service corporations that wish tax due in full when they file their tax tion is a expenses not allowed as a deduction .
information and., to establish a business purpose for having a

tax yea r a nd before Form 1 120F is filed . method is used, or (b) the corpora

different tax year should see Rev. Rul . 87. Page 3 "large corporation* computing its first
Page 4



1. Tax Laws That Affect Foreign U .S. trade or business or occurs within 10 as well as on proceeds from sale, exchange, A foreign corporation not engaged in a dispositions occurring after February 28, was entered on Form 6478, Credit for
Corporations years after the property ceases to be held or retirement (see section 881(aX3) as it trade or business in the U .S. will not report 1986 . and before January 1, 1988 . Include Alcohol Used as Fuel ; and refunds of tons

Source Rules for Personal Property- for use in a U .S. trade or business. For more existed before amendment by the Tax Reform income in Section 11 unless it : the amount reportable as income in 1988 deducted in prior years to the extent they

Income from sales of personal property by
a information, see section 864(c) . Act of 1984) on original issue discount * Elects to treat real property income as on line 10, Section If. and attach a reduced income subject to tax in the year

foreign corporation will generally be foreign J. Filing Requirements of F re
. obligations issued before April 1, 1972. effectively connected income ; computation . The change of accounting deducted (see section I 11). Do not offset

0
ign I method is treated as initiated by the current year taxes with refunds .

3 . Gains described in section 63 1(b) or (c) a Was created or organized and is carrying xpayeran I
sourced . but a major exception applies,if the Personal Holding Compan le and from disposal of timber, coal, or d mestic on a banking business in a U .S . possession, Is d made with IRS consent . If *other income" consists of one item .
foreign corporation has an office or other Personal Holding Campania: iron ore with a retained economic9interest . and receives interest on U .S . obligations . (in For dealer dispositions of property before explain what it is in parentheses on line 10.
place of business in the U .S . If a foreign If the corporation is a "foreign personal 4 . .Gains from the sale or exchange of this case, the interest is treated as March 1, 1986, dispositions of property Deductions
corporation has an office or place of holding company" (as def ned in section patents, copyrights, and other intangible effectively connected income) ; or usedior produced in the trade or business of
business in the U .S ., income from any sale

552), certain officers, directors, and property described in section 881(a)(4) . a Has gain or loss from disposition of farm rig, and certain dispositions of ln computing the taxable income of a
of personal property (including inventory) timeshares and residential lots reported foreign corporation ergapol in a trade or
attributable to that office or place of shareholders of the corporation must file Gross Transportation Tax.-A taxis interest in U .S, real property. under the installment method, enter on line business within the U.S., deductions are 0
business is U.S. source income' This U ' S Form 547 1 . See section 552 and Form imposed on foreign corporations that Income 1 the gross profit on collections from allowed only to the extent that they are 0

receive income installment sales and carry the same connected with income that is effectiv*source rule is subject only to limited 547 1 for details . . . from the transportation of
(Numbered to correspond with the line doex eptions for sales of inventory described If the corporation is a "personal holding people or property that either begins or amount to line 3. Attach a schedule connected with the conduct of

a tra or Vin the next sentence and for amounts company" (as defined in section 542) but ends in the U .S. or from the leasing or numbers in Section /I of the return.)
showing the following for the current year business within the U.S. Charitable

included in gross income under section not a foreign personal holding company, it renting of vessels or aircraft involved in In lines I through 10. enter gross and the 3 preceding years : a. Gross sales, b. contributions,. however, maybe deducted 0
951(aXlXA) (subpart F income) . Income must file Schedule PH (Form 1120) with such transportation . The tax is imposed on income (regardless of source) that Is Cost of goods sold, c. Gross profits, d. whether or not theyare so connected. See I's
from sales of inventory for ultimate use Form 1 120F and must report the tax on line income that is not effectively connected effectively connected with the conduct of Percentage of gross profits to gross sales, a . regulations under sections 861 through 03
outside the U.S. will be foreign sourced, but 4 (in the computation area at the bottom of with a U .S . trade or business . One-half of a trade or business within the U.S. Amount collected, and I. Gross profit on 864, and 881 through 883 far8flocirtion of a-*.
only if an office or other place of business of page I of Form 1 120F) . See section 542 the gross transportation income is Line I amount coltected . For sales of timeshares deductions .
the foreign corporation located outside the and Schedule PH (Form 1 1 20) for details. considered U .S . sourced . A 4% tax is
U .S . materially participated in the sale. See applied on the U.S. portion of the gross Enter gross income that is effecti ly and residential lots reported under the Limitations on Deductions

section 865 for definitions, and for Specific Instructions transportation income. Corporations subject connected with the conduct of a tvreade or installment method, the corporation' s

exceptions for intangible property and Tax computation on Page I to this tax should enter one-half of the business within the U.S. except those income tax is increased by the interest 1. Section 263A Uniform Capitalludon

depreciable property . See section 988 for amount of gross income in the first column income items that must be reported on lines payable under section 453(IX3) . To report Rules.

rules for sourcing income from certain Line 4 . Personal holding company of line 9 of Section 1 ; and enter the amount 4 through 10 . For reporting advance this addition to the tax, see the instructions The uniform capitalization rules of a-*.

foreign currency transactions. tax.-See General Instruction J . of tax in column 3 of line 9. In addition, payments, see Regulations section 1 .451-5 . for line 8, Schedule J. section 263A require corporations to C

Rules for 80-20 Corporations.-Interest Lines 5a and So. Alternative minimum tax these corporations should attach a The rules for long-term contracts have Accrual basis taxpayers need not accrue capitalize or include in inventory certain -1

income received by a foreign corporation (and environmental tax).-Attach Form statement to Form 1 120F showing the been changed by the Revenue Act of 1987 certain amounts to be received from the costs incurred in connection with th e

from an 80-20 corporation will be 4626. Alternative Minimum Tax- dates the vessels or aircraft entered or left and the Technical and Miscellaneous performance of services which . on the basis production of real and personal tangible

considered foreign sourced only if the Corporations, to Form 1 120F if the the U .S . and the amount of gross income Revenue Act of 1988 . See section 460 for of their experience . will not be collected property held in inventory or held for sale in

corporation's taxable income or loss before for each trip . more information. (section 448(d)(5)) . This provision does not the ordinary course of business . Tangible
corporation shows to the satisfaction of the apply to any amount if interest is required to personal property produced by the taxpayer,
Commissioner that it has met the 80% the NOL deduction (line 29, Section 11 less The gross transportation tax will not be Changes have also been made to the be paid on such amount or if there is any includes films, sound recordings, video
active foreign business requirement during line 30b, Section 11) when combined with its imposed on effectively connected income . installment method . Effective for penalty for failure to pay such amount. tape, books, or similiar property . The rules
the testing period (defined below) . adjustments and tax preference items Whether income is effectively connected dispositions after 1987 . the installment Corporations that fall under this provision also apply to personal property (tangible 0011

Active foreign business income is income (including the book income adjustment) with the U .S. is determined by two tests . method is no longer available for dealer should attach a schedule showing total and intangible) acquired for resale . 00
that is derived from sources outside the total more than $40,000 (or more than its First, the corporation must have a fixed dispositions of property . In addition, the gross receipts, amount not accrued as a Taxpayers subject to these rules ar e

U .S . and that is attributable to the active allowable exclusion amount, it less). See place of business in the U .S., and second, proportionate disallowance rules of section result of the application of section required to capitalize not only direct costs 0
conduct of a trade or business in a foreign Form 4626 for more information . substantially all of the U.S . sourced income 453C have been repealed for dispositions 448(d)(5), and the net arnount accrued . but an allocable portion of most indirect

country or U .S . possession. Also, if the corporation is liable for the must be attributable to regularly scheduled after 1987 . However, a dealer disposition The net amount should be entered on line costs (including taxes) that relate to th e

The testing period is 3 years ending with section 59A environmental tax figured on transportation (or the leasing of vessels and does not include : (1) the disposition of la For more information and guidelines on assets produced or acquired for mule . _111
the close of the tax year preceding the year Form 4626, enter this tax on line 5b. See aircraft must be attributable to a fixed place property used or produced in the trade or thii "non-accrual experience method " see Interest expense paid or incurred in th p

of payment. If the corporation has no Form 4626 for more information . Att3ch of business in the U .S .). For more business of farming, or (2) certain Temporary Regulations section 1 .449-2T . course of production must be capitalized 0

income during the 3-year period (or part), Form 4626 to Form 11 20F . information, see section 887 . dispositions of timeshares and residential Line 2 .-See instructions for Schedule A and is governed by special rules. For more *911

the testing period is the tax year in which lots if the taxpayer elects to pay interest information see Notice 88-99, 1988-36
Section I .-Income From Sources In the Section II .-Income Effectively under section 453(l)(3) . See section 453(1) Line 4-See instructions for ScheduleC* 3

payment is made. U .S . That IsNot Effectively Connected Connected With the Conduct of a I .R.B . 29 . The uniform capitalization rules
for more information. Line 5.-Enter interest on U .S. obligations also apply to property constructed o r

This source rule also applies to dividends With the U.S. Trade or Business In the U.S . Effective for tax years beginningatter and loans, notes, mortgages, bonds, bank improved by the taxpayer for use in its trade
paid by 80-20 corporations . In general, Any gross income of this kind is taxed at Foreign corporations engaged in a traue or 1987, the installment methodohas also deposits, corporate bonds, tax refunds, etc . or business or in an activity engaged in for
dividends paid by an 80-20 corporation to a 30% or lower treaty rate, except for gross business in the U.S. are taxed at regular been repealed for installment bligations Do not offset interest income against profit .
foreign corporation are treated as U .S. transportation income, which is taxed at corporate rates on all of the following arising from dealer dispositions of property interest expense .
source income . If the dividend is not 4%. No deductions are allowed against this Section

263A does not apply to persona l

effectively connected with a U.S. trade or type of income
. income: after February 28, 1986, and before Line 6-Enter the gross amount reciived property acquired for resale if the CL

business of the foreign corporation, no 1 . Income, gain, or loss from U .S . sources January 1, 1988. If the corporation was for the rent of property . Deduct expenses taxpayer's average annual gross receipt s
Corporations organized in, or under the derived in the conduct of the trade or r porting these obligations on the such as repairs, interest, taxes, and are $10,000,000 or less. It does not ap

withholding tax applies to the percentage of la;; of Guam, American Samoa. the business. installment method, the gain that remains depreciation on the.proper lines for
ply

the dividend equal to the corporation's to timber or to property produced under
a

Commonwealth of the Northern Mariana 2. Limited categories of foreign source to be recognized as of the first day of the deductions . long-term contract . Special rules apply for U11active foreign business income to total Islands or the Virgin Islands will not be corporation's first tax year beginning after Line IL-Every sale or exchange of a farmers . The rules do not apply to property
income for the testing period (section treated'as a foreign corporation if they meet inco a . 987 must be included in income as a capital asset must be reported in detail in which is produced for use by the taxpayer if
861(cX2XA)). 3. Certain fixed or determinable periodic

1
the rules of section 881(b). section 48 l(a) adjustment over a period not Schedule D (Form 1 120), even though substantial construction ha&occurre d

Basis of Property and Inventory Costs for Income not effectively connected with income from U .S . sources . to exceed 4 tax years . The rules of Rev. C
Property Imported bya Related 4. Gain or loss from U.S. sources from there is no gain or loss. For purposes of before March 1, 1986 .

Person.-If property is imported into the the
U.S. includes only the following to the Proc. 84-74 are used to figure the amount computingthe adjustments to the In the case of inventory, some of the 0

U.S. by a related person in a transaction extent
it is not effectively connected : the sale or exchange of capital assets if : includible each year, except that the section accumulated earnings tax under section indirect costs that must be capitalized am

and the property has a customs value, the 1 . Interest (other than original issue a The income, gain, or loss is from assets 481(a) adjustment must be included in 535(bX6), foreign corporations must only administration expenses ; taxes;

basis or inventory cost to the importer discount as defined in section 1273 ) used in, or held for use in, the conduct of income at a rate no slower than the rate of include capital gains and losses that are depreciation ; insurance: compensation paid 0

cannot exceed the customs value
. For more dividends, rents, royalties, salaries, ~ages, the corporation's trade or business, or contraction of the corporation's dealer effectively connected with a trade or to officers attributable to services; rework

information, see section 1059A. premiums, annuities, compensation, and is The activities of the corporation's trade or installment obligations . Do not include in business in the U.S. labor; and contriburtions to pension, stock
other fixed or determinable periodic business were a material factor in the the section 48 1(a) adjustment any gain that Line 9-Enter the net gain or loss from bonus, and certain profit-shari% annuity, or

Certain Deferred Payments and income. Certain portfolio interest is not realization of the income, gain, or k
.

. is taken into account under section line 18, Part 11, Form 4797, Sales of deferred compensation plans. a costs
Appreciation Treated as Income taxable for obligations issued after July 18, For more information, see section 864(c) . 81 1(c)(6) of the Tax Reform Act of 1986 Business Property . required to be capitalized under section
Effectively Connected With the U.S.- (" 1986 Act") (transition rule for sales o f
Any income of a foreign corporation that is 1984

. See section 881(c) for more details . Gains on disposition of stock in an real property by dealers) . Similarly, the Line 10-Enter any other taxable income 263A are not deductible until the property to

attributable to a sale or exchange of 2 . Withholding is imposed on the proceeds IC-DISC or former DISC and distributions section 481(a) adjustment is not affected not listed above and explain its nature on an which the costs relate is sold, used . or

property or the performance of service, or in from sale, exchange, or retirement (see from accumulated DISC income, including by section 81 l(cX7)of the 1986 Act, which attached schedule. Examples of other otherwise disposed of by the corporation .

any other transaction received in any tax section 881(aX3)) on payments received deemed distributions, are treated as coming permits the delayed payment of certain tax income would be recoveries of bad debts Current deductions may be claimed for
year, is considered income effectively after September 15, 1984, with respect to from a trade or business conducted through for sales of personal property by dealers. deducted in earlier years under the specific research and experimental costs under

connected with the U .S. trade or business if original issue discount obligations issued a permanent establishment in the U .S . Both of these rules continue to apply to charge-off method ; the amount Of CTedft for section 174, intangible drilling Costs for oil,

the original transaction that gives rise to the after. March 31, 1972 . Withholding is installment obligations arising out of dealer alcohol used as fuel (determined without gas, and geothermal property . mining, and

.A income was effectively connected with the required both on payments of stated interest Page 5 Page 6
regard to the limitation based on tax) that exploration and development costs incurred

CA
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in the U .S. Temporary Regulations section 6. Passive acilivity limitations- receipts (line la, plus lines 4 t hro It 10 of Phase-in Rules for Allocation of to which a net operating loss is carried but A corporation (other than a personal1 .263A- IT specifies other indirect costs that Limitations on passive activity losses and page 3, Form 1120F) are $150,9 or Interest- Section 864(e) requires not fully absorbed) . For this purpose, holding company or a service organization)
may be currently deducted and those that credits under section 469 apply to closely more, corporations that are members of a taxable income is computed by determining can receive a larger deduction fo r
must be capitalized with respect to held corporations (defined below) and Complete Schedule E, line 1, columns consolidated group to allocate interest paid the net operating loss deduction for the year contributing scientific property used for
production or resale activities. For more personal service corporations as defined in or accrued on the basiz of assets . Section without regard to the net operating loss for research to an institution of highe r(a) through (f), for all officers . The 1012(h) of the 1988 Act provides phase-in the loss ye r or later year . See section education . See section 170(e).information, see Temporary Regulations Temporary Regulations section 1 .441-4T. A corporation determines who is an officer

172(bX2)."T. 'he extent charitable 20. Depreciation .-See the instructions for
section I .,163A- I T. corporation is a closely held corporation for under the laws of the state where, rules for the allocation of interest .

Generally, corporations required to change this purpose if at any time during the last incorporated. For the first 3 tax years beginning after contributions are used to reduce taxable . Form 4562, Depreciation and Amortization,their method of accounting under section half of the tax year more than 50% in value 1986, a portion of the amount of interest income for this purpose and to increase a for more details . In addition to depreciation,263A must complete section A (items la, 3a . of its outstanding stock is owned, directly or Also complete lines 2 through 4 o n
3b, 4a, 11, and 12) and section D of Form indirectly, by or for no mare than Schedule E . Line 3 is used to show the paid or accrued

by the consolidated group net operating loss carryover, a contribution include on line 20 the part of the cost (up to
5 portion of the compensation of officers that will not be allocated based on the assets . To carryover is not allowed . See section $ 10,000) that the corporation elects to3115 (Rev . 11-87 or later revision) and the individuals, and the corporation is not a is claimed elsewhere on the return (such as compute the amount of interest that is not 172(dX2)(8). expense for certain recovery property .section 263A checklist contained in Notice personal service corporation . Certain elective contributions to a section 401(k) allocated on the basis of assets, determine Corporations on the accrual basis may 23. Depletion .-See sections 613 an d88-92, 1938-34 I.R .B . 23(reprinted as organizations are treated as individuals for the amount of outstanding indebtednessof 0

Publication 1426 . Automatic Change in purposes of this test . (See section 542(c).) plan or amounts contributed under a salary the consolidated group on November 16,
elect to deduct contributions paid on or 613A for percentage depletion rates

0
Method To Comply With Section 263A), for For rules of determining stock ownership reduction SEP agreement) or is capitalized 1985 andmultiply that amount by

a before the 15th day of the 3rd month after applicable to natural deposits . Also, see
each trade or business to which section 263A see section 544 (as modified by section or inclu ad in inventory und r section 263A

. -

c~~ia the end of the tax year if the contributions section 291 for the limitation on th ed e je The percentage declines over are authorized by the board of directors depletion deduction for iron ore and coal1 3 . Salaries and wages.-Enter on line W
r p

applies. You may choose your own format for 465(a)(3)). the 3 yea eriod . For tax years beginning in during the tax year . Attach to the return a (including lignite) .
reproducing the questions and answers for There are two kinds of passive activities : 13a ine total salaries and wages paid or 1987, the percentage is 75% ; for tax years declaration, signed by an officer, stating Foreign intangible drilling costs an dthe section 263A checklist referred to in the trade or business activities in which the incurred for the tax year . Do not include beginning in 1988, the percentage is 50% ; that the resolution authorizing the foreign mining exploration and developmentnotice. The Form 3115 and the section 263A corporation did not materially participate salaries and wages deducted elsewhere on and for tax years beginning in 1989, the contributions was adopted by the board of costs must be added to the corporation'schecklist must be attached to Form 1 120F for the tax year, and rental activities the return, such as amounts included in percentage is 25% . directors during the tax year . Also attach a basis for computing cost depletion or befor the year of change. However, if the first regardless of its participation . An a tivity is cost of goods sold and/or operations, The portion of the interest not subject to copy of the resolution . ratably deducted over a 10-year period. Seereturn to which section 263A applies was a trade or business activity if the activity elective contributions to a section 401(k) the allocation based on assets is, however, If a contribution is in property other than sections 263(i), 616, and 617 for morec

cash or deferred arrangement, or amounts limited to the smallest amount of money and the total claimed deduction of information . M
filed before October 21, 1988 . and Form -

involves the conduct of a trade or business contributed under a salary reduction
SEP outstanding interest at the end of any all property contributed is more than $500, Attach Form T (Timber), Fores t

3115 and the section 263A checklist were (i.e ., deductions from the activity would be agreement
. month beginning after November 1985 . corporations (other than closely held and Industries Schedules. it a deduction for (Dnot filed with that return (or Form 3115 was allowable under section 162if other h

afiled without the section 263A checklist), limitations, such as the passive loss rules Caution: Ifyou provide taxable fringe Do not include interest on indebtedness personal service corporations) shall afta cForm 3115(or a copy of the previously filed depletion of timber is claimed.did not apply), or research or expefiment~l benefits to your employees, such as incurred or continued to purchase or carry schedule describing the kind of property 25 . Pension, profit-sharing, etc., plans.-Form 3 1 15) and the section 263A checklist expenditures in the activity are deductible personal use ofa car, do not deduct as obligations on which the interest is wholly contributed and the method used in Employers who maintain a pension
. profit.must be attached to the first return filed after under section 174 (or would be deductible wages the amount allocated for exempt from income tax. (For exceptions, determining its fair market value . CloselyOctober 20, 1988. Identify the change at the if the corporation chose to deduct rather depreciation and otherexpenses thatyou see section 265(b) .) held corporations and personal service sharing, or other funded deterred

top of page 1 of Form 3115 by printing or than capitalize them), and the activity is not claimed on lines 20 and 27. 1 compensation plan . whether or not qualified (AMutual savings banks, building and loan corporations must complete Form 8283, under the Internal Revenue Code andtyping 'Automatic Change in Accounting a rental activity . Temporary Regulations Enter on line 13b the amount ofjobs associations, and cooperative banks can Noncash Charitable Contributions, and whether or not a deduction is claimed for theMethod Under Section 263A." See Notice section 1,469-lT(gX3) defines material credit from Form 5884, Jobs Credit, deduct the amounts paid or credited to the attach it to Form 1 120F . All other current tax year. generally are required t o88-92 for details . participation of corporations . determined without regard to the limitation accounts of depositors as dividends, corporations must generally complete and file one of the forms described below. There ItoExceptions: The requirement to file Form Generally. losses from passive activities on tax. interest, or earnings. See section 591 . attach Form 8283
to their returns for are penalties for failure to timely file these C03115 or the section 263A checklist does can be deducted only to the extent of 14 . Repairs.-Enter the cost of incidental Also see section 7872 for information on contributions of property other than money forms and for overstating the pension plan 00not apply to any corporation required to income from passive activities . Passive repairs not claimed elsewhere on the the deductibility of foregone interest on after June 6, 1988 . if the total claimed d duction. For more information, seechange its accounting method under activity credits are generally limited to the return, such as labor and supplies, that do certain below-market rate loans . deduction for all prop" contributed was sections 6652(e) and 6659A .ecsection 263A with respect to : (i) property tax attributable to net passive income . not add to the value of the property or Generally, the interest and carrying more than $5,000.

Form 5500-Complete this form for 0
produced in a farming business or (ii) Closely held corporations are allowed to appreciably prolong its life . , - charges on straddles are not deductible and If you made a 'qualified conservation each plan with 100 or more participants.property produced by the corporation to be increase '. (i) the limitation on losses from 15. Bad debts.-Enter the total debts that must be capitalized . See section 263(g). contribution* under section 170(h), also .used in the corporation's trade or business include the fair market value of the Form 5500-C or 5500-R.---Complete -npassive activities by the amount of net became worthless in whole or in part during Interest that is allocable to such property he the applicable form for each plan with fewe r(but only if the corporation's average active income, and (ii) the limitation on the tax year . produced by a corporation for its underlying property before and after t 0annual gross receipts for the 3 tax years passive activity credits bythe tax own use or donation, the type of legal interest than 100 participants . 11preceding I he year of change did not exceed attributable to net active income . See

A small bank or thrift using the reserve for sale must be capitalized . In addition, a t contributed, and describe the conservation Form 5500EL-Complete this form for 3$10 million). method should attach a schedule showing corporation also must capitalize any interes a one-participant plan .
2

. Transactions between related Temporary Regulations section 1 .469 . how it arrived at the current year's on debt allocable to an asset used to purpose furthered by the donation .
1T(g)(4) for a definition of net active provision . produce the above property . See section If a contribution carryover is included, 26. Employee beneflt programs.-Enter

taxpayers.-Generally, an accrual basis . income. Phase-in rules apply to certain the amount of contributions to employee
taxpayer may only deduct busine passive activities acquired before 0 17. Taxes.-Enter taxes paid or accrued 263A and Notice 88-99 for definitions and show the amount and how it was benefit programs not claimed elsewhere on

ss ctober more information. determined.expenses and interest owed to a related 23 1986 . For tax years beginning
.

during the tax year, but do not include the the return (for example, insurance, healthin 1988, Generally, a cash basis taxpayer cannot Special rule for contributions of rtaln and welfare programs) that are not anparty in the year the payment is included in 40 ;~ of the current year passive activity loss following : For a charitable contrib ction ofthe income of the related party . See section and creditfrom these activities is allowed . 1 . Federal income taxes ; deduct prepaid interest allocable to years property- ul incidental part of a pension . profit-sharmg,
267 for limitation on deductions for unpaid following the current tax year . Please see property, reduce the contribution by the etc ., plan included on line 25. CL
expenses and interest

. Generally, passive activiity losses and 2 . Foreign or U .S. possessions income taxes Publication 545, Interest Expense . sum of
: 27. Other deductions.-List deductions .credits that are not allowed in the current if a foreign tax credit is taken; 19 . Contributions.-Enter contributions or (1) the ordinary income, short-term3 . Golden parachute payments .-A tax year are carried forward for use in later capital gain that would have resulted other than those Vered on lines 12 throu

portion of the payments made bya years, 3 . Taxes not imposed on the corporation,,, fts tually paid within the tax year to or 26 .pa e3,onth "Additional Deductions Fh4, Taxes, including state or local sales taxes, fo'r the'use of charitable and governmental if the property were sold at its fair Fcorporation to key personnel that exceeds Corporations subject to the passive market value ; and area o page 5 . Enter the total of these
their usual compensation may not be activity limitations must completellorm that are .paid or incurred in connection with organizations described in section 170(c) amounts on line 27, page 3 .
deductible. This occurs when the an acquisition or disposition of property and any unused contributions carried over (2) for certain contributions, all of the Include in this line the deduction taken
corporation has an agreement ("golden

8820, Corporate Passive Activity Loss and (such taxes must be treated as part of the from prior years . long-term capital gain thatwould have for amortization of pollution controlCredit Limitations, to compute their resulted if the property were sold a tparachute') with these key employees to allowable passive activity loss and credit . cost of the acquired property or, in the case The total amount claimed may not exceed facilities, organization expenses, etc . See
pay them tnese excessive amounts if Before completing Form 8810, see of a disposition, as a reduction in the 10% of taxable income (line 31) computed Th its fair market value. Form4562.
control of the corporation changes . See Temporary Regulations section 1 . 163-8T amount realized on the disposition) . without regard to the following~ (1) any a reduction for all of the long-term A corporation may deduct dividends itsection 280G . which provides rules for all1ocating intere~t If the corporation is liable for the deduction for contributions, ( ) the special capital gain applies to : (1) contributions of pays in cash on stock held by an employee4. Business start-up expenses- expense among activities . If a passive environmental tax under section 59A, see deductions in line 30b, (3) deductions tangible personal property for use by an stock ownership plan . However, a deductionBusiness start-up expenses ani required to activity is also subject to the at-risk rules of Form 4626 for computation of the allowed under sections 249 and 250, (4) exempt organization for a purpose or .
be capitalized unless an election is made to section 465, the at.risk rules apply before environmental tax deduction . the tax function unrelated to the basis for its may only be taken if, according to the plan,any net operating loss carryback to the dividends are :
amortize them over a period of 60 months . the passive loss rules apply . For more See section 164(d) for apportionment of year under section 172, and (5) any capital exemption, and (2) contributions of any

1 . Paid directly in cash to the planSee secti
.
oil 195. information, see section 469, the taxes on real property between seller and loss carryback to the tax year under section property (except stock for which market participants ; or

5 . Section 291 limitations .-Corporations temporary regulations thereunder, and purchaser. 1212(aXl). quotations are readily available-see

may be required to adjust deductions for Publication 925, Passive Activity and At. Charitable contributions over the 10% section 170(eX5)) to or for the 2 . Paid to the plan, which distributes them
See section 906(b)(1) for rules use of n in cash to the plan participants, no later

d pletion of iron ore and coal, intangible Risk Rules. limitation may not be 'deducted for the tax certain private foundations. (See sectio
e concerning certain foreign taxes imposed on year but may be carried over to the next 5 170(e) and Regulations section 1 . 170AA .) than 90 days after the end of the plan

drilling and exploration and development Numbers correspond with line numbers for income from U.S. sources that may not be tax years . For special rules regarding the year in which the dividends are paid. See
costs, bad debts deduction for financial deductions in Section fl. deducted or credited

. Taxa le income is modified in order to contribution of inventory and other property section 404(k) . For other allowable
institutions, and the amortizable basis of 12 . Compensation of officers .-Besides 18. Interest .-See section 864(e) for the cleternun, deductions . see section 404(kX2XC) .
pollution control facilities . See section 291 entering officers'compensation deductible the amount of a net operating to certain organizations, see section 17 0
to determine the amount of adjustment

. interest deductions allowed to foreign loss used in an intervening year (i .e., a year (eX3) and Regulations section 1 . 170A-4A.on line 12, Form 1120F filers must corporations .
complete Schedule Eon page 4 if their total Page 7 Page 8



If this is the first year the "Last-in First- acquire the stock . See section 246A. Also 4 . Enter the lesser of line 2Generally, the corporation can deduct only activity separately . Attach Form 6198,
Schedule A-Cost of Goods Sold out" (LIFO) inventory method was either see section 245(a) before making thi s80%of the amount othemise allowable for Computation of Deductible Loss Described or line 3. (Do not

meals and entertainment expenses paid or in Section 465(c), showing the a mount at- and/or Operations adopted or extended to inventory goods not computation for an additional limitation that complete the rest of this
incurred in its trade or business. In addition, risk and gross income and deductions for (Line references are to the lines in previously valued under the LIFO method, applies to dividends received from foreign worksheet it line 3 is
meals must not be lavish or extravagant ; a the activities with losses. Schedule A.) attach Form 970, Application To Use LIFO corporations . A schedule showing how the
bona fide business discussion must occur d greater than line 2 .

If the corporation sells or otherwise Inventory valuation methods .-Inventories Inventory Method . or a statement with the amount on line 3 . column (c), was figure Instead, enter the
during, immediately before or immediately disposes of an asset, or its interest (either can be valued at : (a) cost, (b) cost or market information required by Form 970, Also must be attached to Form 1 120F .
after the meal ; and your employee must be total or partial) in an activity to which the value, whichever is lower, or (c) any other check the LIFO box in line 8b . Enter the Line 4, Column (a) amount from this line
pr6sent at the meal. See section 274(kX2) 'at-risk' rules apply, determine the net method approved by the Commissioner of amount or percent of total closing (line 4 of this worksheet)
for exceptions . If the corporation claims a profit or loss from the activity by combining Internal Revenue that conforms to the inventories covered under section 472 in Enter dividends received on the preferred on line 8 . column (c),
deduction for unallowable meals expenses, it line 8c

. Estimates are acceptable stock of a less-than-20%-owned publi c
the gain or loss on the sale or disposition applicable regulations cited below . utility that is subject to income tax and is Schedule C.) . . . .

may have to pay a penalty. If the corporation changed or extended its allowed the deduction provided in section 5 . Enter the total amountwith the profit or loss from the activity . If Taxpayers using erroneous valuation inventory method to LIFO and had to
0Additional limitations apply to deductions the corporation has a net loss . it may be methods should file Form 3115 to change to riteup" opening inventory to cost in the 247 for dividends paid

. of dividends received
for gifts, skybox rentals . luxury water travel, limited because of the at-risk rules . a method permitted for Federal income tax 0 from 20%-or-more- 0
convention expenses, and entertainment Treat any loss from an activity not purposes . For further details, see Regulations year I election, report the effect of this Line 5,

Column (a) owned corporations and
tickets . See section 274 and Publication allowed for the tax year as a deduction, section 1 .446-1(e)(3) and Rev . Proc . 84-74. writeup as income in Section 11, line 10, Enter dividends received on preferred stock . I d on lines 2A 5
463, Travel, Entertainment, and Gift allocable to the activity in the next tax year. Section 263A Uniform Capitalization page

3. ratably over a 3-year period that of a 20%-or-more-owned public utility that inc u ed

Expenses, for details. Generally, a a6d7ofcolumn(a) 0
corporation can deduct all other ordinary 30a. Net operating loss deduction .-The Rules. These rules are discussed in general begins in the tax year the election was first is subject to income tax and is allowed th e
and necessary travel expenses paid or 'net operating loss deduction" is the amount in the instructions for Limitations on made, (See section

472(d).) deduction provided in section 247 for 6. Subtract line 5 from line I

incurred in its trade or busin at the net operating loss carryovers and deductions on page 6 . See those Schedule C-Dividends and dividends paid . 7 . Multiply the amount on
ess. It cannot, carrybacks that can be deducted in the tax instructions before proceeding . Special Deductions Line 6, Column (a) line 6 by 70% . . . ..

however, deduct an expense paid or
incurred for a facility (such as a yacht or a year . (See section 1721 If this deduction . Line 4a .-An entry is required on this line For purposes of the 20% ownership test on Enter the U,S .-source portion of dividends B . Subtract line 3 of this.

hunting lodge) that is usually considered is taken, explain its computation in an only for corporations electing a simplified lines I through 7, the percentage of stock that are received from less-than-20%
. worksheet from line 8 of

amusement, entertainment, or recreation. method of accounting . In the case of a owned by the corporation is based on voting column (c) . . . . .
attached schedule. 9. Enter the lesser of line 7

(Note: The corporation may be able to Generally, a corporation may carry a net corporation electing the simplified power and value of the stock . Preferred f0owrnehd f7oOre%igdnecdourcptioorantiuonndsearnsdectthiaotnqualify or line 8 . . . . . .
deduct the expense if the amount is treated operating loss back to each of the 3 years production method, additional section 263A stock described in section 1504(a)(4) is not 245(a) . To qualify for the 70% deduction, 10. Dividends-receivedas compensation and reported on Form W-2 preceding the year of loss and carry it over to costs are generally those costs, other than taken into account, the corporation must own at least 10% of
for an employee or on Form 1099-MISC for each of the 15 years following theyear of interest, that were not capitalized or deduction after limitatio n

an independent contractor .) the loss. A corporation may carry back 10 included in inventory under the Line
1, Column (a) the stock of the foreign corporation byvote C

and value .
years that part of the loss attributable to a corporation's method of accounting Enter dividends (except those received on (sec

. 2461 Add the

N;te: Do not deduct penalties imposed on amounts on lines 4 and
9

the corporation such as those included in p oduct liability loss . See section immediately prior to the effective date in debt-financed stock acquired after July 18, Line 7, Column (a) and enter on line 8, :3

General Instruction E. 172(b)(IXI) . See Regulations section Temporary Regulations section 1 .263A-IT 1984-see section 246A )that are Enter the U .S .-source portion of dividends column (c) . . . . .

1 . 172-13(c) for the required statement that but that are now required to be capitalized received from less-than-20%-owned that are received from 20%-or-more-owned
Use the following rules to allocate domestic corporations subject to income taxmust be attached to Form 1 120F when under section 263A.

In the case of and that are subject to the 70%
deduction f8oOre%igdnecdourcptioratiuonndsea ndecthiatnq2u4a 51i(fay)for the Line 9, Column (a)

deductions to classes of gross income . claiming the 10-year carryback on product corporations electing a simplified resale Enter all other dividends received from
Apportionment of Expenses liability losses . There is also an available method, additional section 263A costs are under section 243(a)(1). Include on this Line 8, Column (c) foreign corporations that do not qualify for a 00
Expenses that are directly related to a class election to carry a net operating loss to just generally those costs incurred with respect line taxable distributions from an IC-DISCor dividends-received deduction .

of gross income (including tax-exempt each of the 15 years following the year of to the following categories : off-site storage former DISC that are designated as being Limitation on dividends-recelved 00

income) must be allocated to that class of loss. The election may be made by attaching or warehousing; purchasing ; handling, eligible for the 70% deduction a nd certain deductlorti . Generally, line 8 of column (c) Line 10, column (a)

a statement to the return that is filed on processing, ass
I

F r If the corporation claims the for tax 0gross income . Expenses, not directly related embly, and repackaging ; at d dividends
of

ede al Home Loan Banks. See may not exceed the amount from the
d Mr.&

to a class of gross income, should be time (including extensions) . The election is general and administrative costs (mixed section 246(a)(2) . worksheet below. However, in a year in credit, the tax that is deerne pat r

allocated to all classes of income on the irrevocable. Section 172(b)(1) describes service costs) . Enter on line 4a the balance . For dividends received from a regulated which a net operating loss occurs, this sections 902 and 960 must be treated as a

basis of gross income in each class of types of losses for which the 15-year of section 263A costs paid or incurred investment company, see section 854 for limitation does not apply even if the loss is dividend received from the foreign In

carryforward period does not apply . during the tax year not included on lines 2 the amount subject to the 70% deduction. created by the dividends-received corporation . (See sections 78 and
0income to total gross income, or other ratio deduction. (See sections 172(d) and 906(bX4) .) Inthat clearly relates to the classes of income . After applying the net operating loss to the and 3. See Temporary Regulations section So-called dividends or earnings received 246(b) .) Certain financial institutions to

Attach a schedule to Form 1 120F first tax year to which it may be carried, the 1 .263A-lT for more information . from mutual savings banks, etc are really which section 593(a) applies should see Line 11, column (a )

showing classes of gross income and portion of the loss you may carry to each of Line 4b .-Enter on line 41b any costs paid interest . Do not treat them as cli~idencls. section 596 for the special limitation on the Ente taxable distributions from an IC-DISC 3
expenses directly allocable to each class of the remaining tax years is the excess ifany or incurred during the tax year not entered Line 2, Column (a) dividends-received deduction . or fomner DISC that are designated as not (A
gross income. For expenses that are not of the loss over the sum of the modified ' on lines 2 through 4a . Enter dividends (except those received on being eligible for a dMdends-receive d
directly allocable to a class of gross income, taxable income for each of the earlier tax Line 6- See Temporary Regulation~ debt-financed stock acquired aft r July 18, 1. Refigure line 29, page deduction .

years to which the corporation may carry the section 1 .263A-lT for more information on 3, Form 1 120F withou tshow the computation of the expense to loss
. (Section 172(b) .) computing the amount of additional section 1984) that are received from 20%-or-more

. No deduction is allowed under section
each class of gross income. owned domestic corporations subject to regard to any 243 for a dividend from an IC-OISC o r

29. Taxable Income before NOL deduction If there is a carryback of a net operating 263A costs to be capitalized and added to income tax and that are subject to the 80% adjustment under former DISC i defined in section 992(a)) CL
and special deductions. loss, a net capital loss, or an unused credit ending inventory. deduction under section 243(c). Include on section 1059 and to the extent the dividend:

'At risk' rules .-Special "at-risk' rules file Form 1139, Corporation Application i~r Line B .-In line 8a, check the method(s) this line taxable distributions from an IC. without regard to any 1 . Is paid out of the corporation's
under section 465 generally apply to closely Tentative Refund, within 12 months after used for valuing inventories . Under lower of DISC or former DISC that are designated as capital loss carryback to accumulated IC-DISC income or previously
held corporations (as defined in section the end of the tax year for a quick refund of cost or market, market generally applies to being eligible for the 80% deduction . the tax year under taxed income, o r

tax . See section 641 1 . normal market conditions when a current (A
465(aXlXB)) and personal holding Line 3,column (a) 2. Is a deemed distribution under section

ivity in s bid price prevails at the date the inventory is section 1212(a)(1) . . -
companies engaged in any act See section 172 for special rule 9951
carrying on a trade or business or for the limitations, and definitions pertainirg to net valued . When no regular open market exists Enter dividends on debt-financed stock 2. Multiply the amount o n

production of income. Such corporations operating loss carrybacks and carryovers . or when quotations are nominal because of acquired after July 18, 1984, that are line I by 80% . . . . Line 12, column (a)

may have to adjust the amount on line 29 . Also see Publication 536, Net Operating inactive market conditions, use fair market received from domestic and foreign 3.Enter the sum of the Include the following:

However, the at-risk rules do not apply to Losses
. prices from the most reliable sales or corporations subject to income tax and that amounts on line 2 of 1 . Dividends (other than capital gain

the activities of : (1)
holding real property purchase transactions that occurred near would otherwise be subject to the dividends . column (c), Schedule CSee section 382 for the limitation on the the date the inventory is valued . See received deduction under sections 243(aX 1),

dividends and exempt-interest dividends)
(other than mineral property) placed in amount of taxable income of a loss Regulations section 1 .471-4. 243(c), or 245(a). Generally, debt-financed and the portion of the that are received from regulated investment

iorifor any tax year ending after a cq deduction on line 3 of companies and that are not subject to theservice by the taxpayer before 1987 ; (2) corporatequipment leasing under sections post-1986 ownership change that may be Inventory may be valued below cost when stock is stock that the corporation a ire d

465(cX4),(5), and (6); and (3) any offset by
pre-change net operating loss the merchandise is unsalable at normal by incurring a debt (for example, it borurowed column (c), Schedule C 70% deduction .

qualifying business of a qualified carryovers . Also see Temporary Regulations prices or unusable in the normal way money to buy the stock) . that is attributable to 2. Dividends from tax-exempt organizations .

corporation described in section 41 section 1
.382-2T(aX2Xii), which requires because the goods are "subnormal" (that Line 3, columns (b) and (c) dividends received from Dividends (other than capital gai n

is, because of damage, imperfections. shop Dividends received on debt-financed stock 20%-or-more-owned ividends) received from a real estat e
Ifthe *at-risk" rules apply, adjust the that a loss corporation file an information investment trust that qualifies, for the tax

statement with its income tax return for wear. etc.) within the meaning of corporations . . . ..
amount on line 29 for section 465(d) losses. Regulations section 1.47 1-2(c) .'Such goods acquired after July 18, 1984, are not year of the trust in which the dividends are
These losses are limited to the amount for each tax year that it is a loss corporation . may be valued at a current bona fide selling entitled to the full 70% or 80%dividends- paid, under sections 856through 860.
which such a corporation is at risk for each 30b . Special deductions .-See price less direct cost of disposition (but not received deduction . The 70% or 80% 4. Dividends not eligible for a dividends-
separate activity at the close of the tax year . instructions for Schedule C . less than scrap value) if such a price can be deduction is reduced by a percentage that is received deduction because of the holding

If the corporation is involved in one or established . See Regulations section related to the amount of debt incurred to period of the stock or an obligation to make
more activity, one or more of which incurs a 1 .471-2(c) for more requirements- corresponding payments with respect to

_L loss for the year, report the loss for each Page 9 Page 10 similar stock .

(A)
all



CA)
CY)

Two sitjations in which the dividends- 1 Taxable income from corporation: (a) substantially all of the Line 8 Dealers in personal property .-If aiiiount of increase. It the foreign corporation may elect to treat a limitedreceived deduction will not be allowed on line 31, Section 11,
page activities of which involve the performance the corporation deferred the payment of corporation's U .S. net equity has decreased amount of marketable securities as U .S .any share of stock are: 3 . . . . . . . .

of services in the fields of health, law, certain tax for its first or second tax year from the end of the preceding tax year to assets, The amount of property taken int o~ (1) If the corporation held it 45 days or 2 Enter line 1 or the engineering, architecture, accounting, ending after 1986 under the transitional the end of the current tax Year, the earnings account as a U.S . asset is the adjusted basisless (seesection 246(c)(lXA)), or corporation's shaie of actuarial science, performing arts, or rule of
1986 Act section 81 I(c)(7), it must and profits of the foreign corporation will (for purposes of computing earnings and

(2) To the extent the corporation is under the $50,000 taxable consulting, and (b) at least 95%
dthe include the ratable portion of the tax due for generally be increased in the current lax proffts) of the property .an obligation to make related payments for income bracket, stock of which is owned by empl9yees the current tax year on line 8, Schedule J . year by the amount of decrease

. Coordination With Withholding Taxsubstantially similar or related property. whichever is less performing the services
. retired employees Write on the dotted line to the left of line 8 .

The amount of the increase of the foreign In general, if a foreign corporation is subject3 Subtract line 2 from who had performed the services listed Schedule
J, "Sec . 453C tax-$(amount):" corporation's effectively connected

5 .
Any other taxable dividend income not above, any estate of an employee or retiree

. Attach a schedule showing the earnings and profits is limited to its non-
reported above. If patronage dividends or line I . . . . . . to the branch profits tax in a tax year, it will
per-unit retain allocations are included on 4 Enter line 3or the described above, or any person Who computation

. previously taxed accumulated effectivel not be subject to withholding at sourc
e

line 12, column (a), identify the total of corporation!s share of acquired the stock of the corporation as a y (sections 87 Ila), 881(a), 1441, or 1442)
these amounts in a schedule and attach it the $25,000

taxable result of the death of an employee or retiree Section III-Branch Tax connected earnings and profits
. This equals on dividends paid out ot earnings an d

to Form 1 120F . income bracket, described above, if the acquisition occurred Branch Profits Tax the excess, it any, of effectively connected profits for the tax year .
0

whichever is less within 2 years of death
. See Temporary Fofeign corporations are subject to a tax of .

earnings and profits for preceding tax years
0Line 13,

Column (a) Regulations section 1 .448-lT(e) for details
.

30% (or lower treaty rate) beginningafter
1986 over the dividend Branch-Level Interest Tax

11
Deduction for dividends paid on certain

5 Subtract line 4 from on the profits of equivalent amounts for those tax years. It a foreign corporation is engaged in a trade
Vpreferred stock of public utilities' Section Ime3 . . . . . . Tax Credits their branches in the U.S. The tax is imposed Example I -In ea I a foreign or business in the U .S. (or has gross income

247 allows public utilities a deductirn of 6 Enter 15%of line 2 Line 4a. Foreign tax credit .-A foreign on the "dividend equivalent amount," which corporation has
110'0 ~f effectively that is treated as effectively connected with 0

41 .176% of the lesser of : 7 Enter 25% of line 4 corporation engaged in a trade or business is the effectively connected earnings and connected earnings and profits
. The foreign the conduct of a trade or business in the "%

1 . Di~idends paid on their preferred stock 8 Enter 34% of line 5
within the U .S . can take a credit for income, profits of the foreign corporation for the tax corporation acquires an additional $40 in U.S.), interest paid by a U .S. trade or

during the tax year, or 9 If
the taxable income war profits, and excess profits taxes paid, year subject to adjustment .

U .S . assets and has no change in its U .S . business of the foreign corporation is
2. Taxable income computed without regard of the controlled group accrued, or deemed paid to any foreign Effectively connected earnings and liabilities . The foreign corporation had treated as if it were paid by a domestic
to this deduction. exeeds $100,000,

country or U .S . possession during the tax profits are earnings and profits that are $1000 of U .S. net equity at the end of the corporation .
In a year in which a net operating loss enter this member's year

. This credit applies to income attributable to income which is effectively pri ;r tax year . Its U .S . net equity has In general, interest paid by a U.S . trade or
Occurs, compute the deduction without share of the lesser of

: effectively connected with the conduct of a connected or is treated as being connected increased by $40 to $ 1040 at the end of business is interest attributable to liabilitiestrade or business within the U .S . See with the conduct of a trade or business in the tax year
. The foreign corporation's on the books and records of the U .S. trad eregard to section 247(a)(1)(8). See section (a) 5% of the excess of sections 901, 902, 906, and Form 1118, the U .S. Certain types of income are not dividend equivalent amount is $60, i .e., its or business . subject to certainlinnitations . Pill.172(d) . line I over $100,000, Computation of Foreign Tax Credit- taken into account when computing effectively connected earnings and profits

Schedule J-Tax Computation or
(b) $11 .750 .(See Corporations. effectively connected earnings and profits of $100 less the $40 increase in U.S.

net See Temporary Regulations section 1 .884-
instructions for Line 4b

. Credit for fuel produced from a for purposes of this tax . These types of equity during the year
. 4T. A special ruliftapplies if 80% or more of

Lines 1and 2 additional 5%
tax, nonconventional source.-A credit is income are : 1 . incorde from the operation a foreign corporation's assets are U .S .

Members of a controlled group, as defined below .) allowed for the sale of qualified fuels
Emarple 2. -in year 2, the foreign assets .

of ships or aircraft that is exempt from corporation has
$100 of effectivelyin section 1563, are entitled to one 10 Total of lines 6 produced from a nonconventional source . taxation under section 883(a)( 1) or (2); 2 . The foreign corporation is required to

$50 .000 and one $25,000 taxable income through 9 .Enter this Section 29 contains a definition of qualified FSC income and distributions treated as connected earnings and profits, sells $70 of withhold on interest paid by its U .S. trade or
its U .S . assets, and has a $10 decrease in business to foreign persons unless th ebracket amount (in that or

'
der) on line 2a . amount on line 3, fuels, provisions for figuring the credit, and effectively connected with the conduct of a

U.S. liabilities . The foreign corporation's interest is exempt from withholding under aWhen a controlled group adopts or later Schedule J . . . . . - other special rules . Attach a separate trade or business in the U .S . under section
U.S. net equity at the end of year 2 has treaty or the Code and is required to file Forn,amends art apportionment plan, each Additional 5% tax. Members of a controlled schedule showing the computation of the 921(d) or section 926(b) that are not

member must attach to its tax return a copy group are treated as one corporation for credit . otherwise effectively connected with a trade decreased by $60 to $980 1042S with respect to the payments unless
of its consent to this plan. The copy (or an ($1040-$70+$ 10) . The foreign exempt from withholding under the Code. CID

purposes of figuring the applicability of the Line 4c. Orphan drug credit .-See section or business in the U.S. ; 3 .
gain on the corporation has a dividend equivalent In addition. if the amount of ikerest pai dattached statement) must show the part of 5% tax. This tax must be paid by 1 28 and Form 6765, Credit for Increasing disposition of an interest in a domestic amount of $140, i .e., its effectively

by its U.S. trade or business (excludinthe amount in each taxable income bracket corporations (or controlled groups) with Research Activities (or for claiming the - corporation that is a U .S .
real property connected earnings and profits of $100 . 1

;
apportioned to that member. There are taxable income in excess of $100,000 . If the orphan drug credit). interest under section 897(cXl)(AXii) if the nondeductible interest such as capitalize d

plus $40 (the decrease of $60 of U.S. net interest) is less than the deduction allowabl eother requirements as well. See Regulations additional tax applies, each merntier of the Line 4d . General business credit
.-See gain is not otherwise effectively connected equity is limited to $40

. i.e ., the $ 100 of under Regulations section 1 .882-5, the 'nsection 1 . 1561-3(b) for the requirements controlled group will pay that tax with a trade or business in the U.S : 4 . effectively connected earnings and profit sbased on Form 3800,
General Business Credit, for related person insurance companj income difference is treated as interest paid to the 0and for the time and manner of making the its share of each taxable income bracket . rules that apply when claiming this credit, for year 1 less the $60 dividend equivalent foreign corporation by a whoily-owned INconsent. See section 156 1 (a) . Each member of the which encompasses

: the investment credit that a taxpayer elects to treat as effectively amount for year
1). domestic corporation. This interest is subjectEqual Apportionment Plan. If no group must enter its share of the additional connected with a trade or business in the

3
(Form 3468); jobs credit (Form 5884); U .S . under section 953(c)(3)(C) if the Definitions to tax of 30% (or lower treaty rate).apportionment plan is adopted, the 5% tax on line 2b and attach to its tax return alcohol fuel credit (Form 6478)

; the credit income is not otherwise effectively U .S. net equity is U.S. assets reduced by For example, a branch of a foreign (Amembers of the controlled group must a schedule that shows the taxable income of for increasing research activities (Form connected with a trade or business in the
U .S. liabilities . U.S. net equity may be less corporation makes an interest payment o fdivide the amount in each taxable income the entire group as well as how its share of 6765); and low income housing credit

bracket equally among themselves. For the additional tax was figured . U .S .; and 5. income that is exempt from tax than zero . $300 during the tax year and is allowed a
example, controlled group AB consists of (Form

8586). under section 89Z When determining the U .S. Liabilities deduction of $500 under Regulations .
corporation A and corporation E . They do Line

3 Line 4e. Credit for prior year minimum amount of a foreign corporation's The
U.S. liabilities of a foreign corporation section

1 .882-5. The foreign corporation is
not elect an apportionment plan

,
Therefore, A corporation (that is not a member ofa tax.-If the corporation paid an alternative effectively connected earnings and profits, are the product

of the for
s required to withhold on the $300 interest

both corporation A and corporation B are controlled group) must compute its tax on its minimum tax in a prior year and has no deductions and other adjustments eign corporation
s

paid unless the payment is exempt from
entitled to $25,000 (one-half of $50,000)

taxable income as follows : alternative minimum tax liability in the attributable (under the principles of U .S . assets at the close of the tax year ~ime
. withholding under a tax treaty or the Code ,

current year, it may take the credit fmprior Regulations section 1 .861-8) to such a ratio. The ratio is the worldwide liabilities In addition, there is a deemed interestin the $50 .000 taxable income bracket on (1)Corporations other than qualified dit of the foreign corporation to its worldwideline 2a(i) and $12,500 (one-half of . personal service corporations, defined year minimum tax
. See Form 8801, Cre income do not reduce effectively connected payment of $200 ($500-$300) from a

$25,000) in the $25,000 taxable income below
. for Prior Year Minimum Tax, and section 53 . earnings and profits . assets at the end of the tax year or. if the wholly-owned domestic corporation to the

Line 7 . Recapture taxes.-Recapture f foreign corporation computes its interest foreign corporation, and this payment is 0-0bracket on line 2a(ii) .
0

See the regulations under section 884 for deduction und -1. If its ta,ablenicome investment credit. If property is disposed of the calculation of effectively connected get Regulations section reported on Form 1 120F and is subject toUnequal Apportionment Plan . Members of (line 31. Soo,on 11)
or ceases to be qualified property before the 1882-5 usin a fixed ratio of liabilities to tax at a

30% or lower treaty rate .a controlled group may elect an unequal on ge 3 .~: . earnings and profits of certain foreign assets, the fixed ratio
.

apportionment plan and divide the taxable Of the end of the I ife-years used I n corn puting the insurance companies . 0
income bracket amounts as they wish

. Blot not :=unt regular or energy investment redit, there U .S. Assets Effect of Tax Treaties

There is no need for consistency between
Ov.,. over . The tax is: ec e

c
Adjustments
! A foreign corporation that is a resident of amay be a r 'a ptur of the credit. See Form In general, property is a U .S .

asset if all the foreign country with which the U .S. has an0 $50~000 15% 0 4255, Reca~ture of Investment Credit . To compute a foreign corporation's dividend income from its use and all gain from its
0taxable income brackets. Any member of $50000 $75,000 $7 .500 .25% $50 .000 Recapture oflow-income housirigcredit. equivalent amount, the effectively disposition (if used or sold on the last day of income tax treaty is not dxempt from th ethe controlled group may be entitled to all,' $75'000 13,750+34% '5-000 If you must recapture part of the low- connected earnings and profits of the the tax year) are or wo branch profits tax, (or branch-level interest

some or none of the taxable income foreign corporation will either be increased . connected wi uld be effectively tax) or taxed at a lower rate of tax, unless
brack6t . However, the total amount for all income housing credit because there has or decreased by decreases or increases of th the conduct of a trade o r
members of the controlled group cannot be Additional Tax

. If a corporation's taxable been a decrease in the qualified basis of a business in the U .S . . Special rules exist for the foreign corporation is a qualified
the foreign corporation's U .S. net equity . resident of that country or meets the

more than the total amount in each taxable income exceeds $100,000, the total tax building from the prior year or if you specific types of property, such as requirements of a limitation on benefits
income bracket

. imposed under section 11 (see the table disposed of the buildingor an ownership If the foreign corporation's U .S . net depreciable property, inventory, marketable

*
above) is increased by the lesser of 5% of interest in it, see Form 8611, Recapture of equity has increased from the end of the securities, and U.S.

real property interests' article that entered into force afte r
Each member of a controlled group the excess over $100,000 or $11,750. Lovi-Income Housing Credit, and section preceding tax year to the end of the current Under certain circumstances, a foreign December 31, 1986. Treaties, other than

must compute the tax as follows (except (2) Qualified personal service corporations : 426) . If you attach Form 8693 . Low- tax yeari the effectively connected earnings income tax treaties . do not exempt a foreign
qualified personal service corporations):

A qualified personal service corporation is Income Housing Credit Disposition Bond and profits of the foreign corporation will be corporation from the branch profits tax or

taxed at a flat rate of 34% on its taxable write on the dotted line to the left of line decreased for the current tax year by the reduce the rate of tax.

income . For this purpose, a qualified Schedule J, 'Form 8693 attached . "
personal service corporation is any Page 12
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A foreign corporation that is a resident of attributable to effectively connected The testuq ; perhod tax for any tax year is Codes for Principal Business Activity
a country with which the United States has earnings and profits earned in prior tax the tax yeat ininiediately preceding I he tax
an income tax treaty shall not be entitled to years . In such case, the foreign corporation year . except for a new corporation . The these codes for the Principal Business Activity industry group from which the largest percentage the principal product or service may be "Cereal
a reduction in the rate of the branch-level will be entitled to treaty benefits with testing pet had for a new corporation (one in are designed to classify enterprises by the type of of "total receipts" is derived . "Total receipts" preparations ."
interest tax unless the foreign corporation is respect to the entire dividend equivalent its first tax year) is the period beginning on activity in which they are engaged to facilitate the means grms receipts (line la . page 3) plus all If, as its principal business acthlity. the
a qualified resident of that country or meets amount if (1) the foreign corporation was a its first day of its first tax year and ending on administration of the Internal Revenue Code, othbr income (lines 4 through 10, page 3) . corporation: (1) purchases raw Materials, (2)
the requirements of a limitation on benefits qualified resident for all tax years within the the car her of the last day of its first tax year Though similar in formal and structure to the Also on page 5 . under Question N, state the subcontracts out for labor to make a finished
article that entered into force after 36-month period that includes the tax year or the last day of the calendar year in which Standard Industrial Classification Codes (SIC), prmci~al business activity and principal product product from the raw materials, and (3) retains
December 31, 1986 . of the dividend equivalent arnount or if (2) the first tax year began . they should not be used as SIC codes. or service that account for the largest percentage title to the goods, the corporation is considered t o

A foreign corporation is a qualified the foreign corporation was a qualified Activities of the taxpayer that are treated Using the list thelon . enter on page 5 . under of total receipts . For example, if the principal be a manufacturer and must enter one of the
resident of its country of residence if it resident for the tax year of the dividend as the performance of personal services are Question

N, the code number for the specific business activity is *Grain mill products ." codes (2010-3998) under 'Manufacturing.'

meets one of three tests: a two-part equivalent amount and for the years in limited to activities of the taxpayer tha t
ownership and base erosion test; a publicly. which the effectively connected earnings involve the. performance of services in the Agricu Iture, Forestry, and Code Transportation and Finance . Insurance . and 0

traded test; or an active trade or business and .
profits that are included in the dividend fields ot health . law, engineering, Fishing Ch-kadit-Iliatal ahad-to: Public Utilities Real Estate 0

test. The regulations under section 8134 give equivalent amount were earned . If the arclutrrture, accounting, actuarial science Ced ,

detailed rules for these tests . Under certain foreign corporation fails the 36-month test performing ails, or consulting (as such
' Ill.; I ~" 1 ` Code Code "all

In't, o'- ron-millawc "intent,
circumstances, a foreign corporation that but is a qualified resident for the tax year, fields ate defined in Temporary Regulations l,' 2840 draw R,.Ir 603D a,.,dd .nhx, .nt,, 101

the portion of the dividend equivalent
2850 410o 6060 Ba k -ate _h

does not meet these tests may obtain a section 1 .448-11) .18 -.11- 6090 sankI.I. hxvnM1!:.hl, tan. 0
ruling that it will be treated as a qualified amount attributable to effectively Personal services are substantially int P-111 4200 71 ul'C'kirv,I nal -1-ng ....a 1%

resident . connected earnings and profits from any performed by employee-owners if more M ning
- ... lan-h . conbagavanonnatharthan,lando ,

-!" P.-I-Muld, and 1.11hod 4500 thhn= 23,!IT In, tra, 6120 Sannia,andavo,hass.in- saill.
A

foreign corporation meets the two-part prior tax year will not be entitled to treaty than 20% of the corporation's 0-1-Ing Ina. 4BOO ~m -
'Ita

benefits if the foreign corporation was not a ilitagnitint Inn, Mo.,thno : 470t lvh-lxn~m lant-h. 66140 ~,odlt,hod,,Ivn
ownership and base erosion test if : (1) 50% qualified resident for the year the compensation cost for the testing period is -o -0-ahn, (--nm _vn. 50 B,nnana"thinneth.- (D

or more of its stock (by value) is owned by effectively connected earnings and profits attributable to the performance of personal cannar-icatill .:
61" Onna-add,ars-

individuals who are residents of that services peformed by employee-owners .A I "o 1-1,.~ 29~8 Olh~, Wn .- Ind - v-1, 4825 Tits-, olsp.ph, and. ., Sai,xi'lly . . .'antaft, -- Mal and-.
were earned . person is considered to be an employee- ot -,an ax-ch ..

It-, and infix . palon . Whict.: 4830 ho
ortiMa, dall

country or who are U.S.citizens or R~-----
6210 S.

3M R .- nd-, Wht- 6299 Onhhonalarlothentiod-in,
residents . and (2) less than 50% of its Additional Schedules To Be Attached to owner if that person is an employee of the and,

.,.--
.
. ladah.

h" .
. h- -..hl,, .. d.- ; Melne,.. I

income is used (directly or indirectly) to Form 1120F corporation on any day in the testing period 1,80 rJ.l-,-h,xJ Elantni, gatc and axiduq Mod- Vallia
meet liabilities to persons who are not

3070 M ., 0--p-,t, c0nevand, ihnodave"'; am all"
A foreign corporation must attach the and that person owns any outstanding stock ..... . 4910 c-1.1 -11. C

residents of such foreign country or U .S . following schedules to its Form 1120F in of the corporation on any day in the testing 4920 Gal Wnduln .r, Ind inntinnn ,
I t u.- ph-n! 4 chroortux,hunaty-d,

citizens or residents. addition to the schedules and statemen s period
'
Stock ownership is determined -0 - .0 1-1 49M w.'s"u"' .. .W-ca, 6315 u.

In order to show that 50% of a foreign specified in the Form 1120F
. under the attribution rules of section318 IN8 01- 1-her, arh! IsIl- -111 --11 6356

M-1-hinsI. -W 1".
_.h. and cnotah, I.-

(except that "any" is substituted for '50% "
corporation's stock is owned by individual (1) A schedule of U.S . net equity showing St. . . . I., Ind a.. W-h.: .3 9 Otha- (A

residents, a foreign corporation must obtain in section 318(a)(2XC)) . Construction '225 Gh,-hx1u- Wholesale Trade 6,71 aearda ,
U . S . assets (usi ng t he categories i n it

324D C rt hro-i .,
certain documents, including a certificate of Schedule L, lines 1

through 14 with an For details, see Temporary Regulations annivint
327o D wil It" antah. :section 1 .441-IT. .,- ddrt . - ts .--nd".'h,-nhx,o

residency signed by the Competent additional line for assets cleem~d to be U .S . .,no G,~r.- Olt- --stak -na, phneurn 5OD8 -h. add-ht,on 6511 1"hin ... adandso, and
Authority of the individual's country of assets by reason of an election to treat Item Q. Tax-Exempt Interest. t.pph;~ _..0 01)Pn-Y - .1 ind-h- 5020 Mint . _',ie, Ind aiddho- 6516 ced,a,, I th,an, 1, and
residence . marketable securities as U .S. assets) and a Report any tax-exempt interest received or 3110 Ish- thh .l .-It ni--h vlova, rnWrt ,5020 1 1. 100

In general, stock owned by a corporation, computation of U.S . liabilities . U .S. assets accrued in the space provided. Include any n- -.1,.- rM.,l, -_'= 6 hinalaal onniant,,

partnership, trust, or estate is treated as
S;,-jId totda ... 33M -1-- -Ml,ndu 5ow =hdoWlt- a . .. donno. Walany.

must be stated at their basis for purposes of exempt-interest dividends received as a 51AG Sox-g. lec-t-1, dhddNonItx. 6530
I'll Pl-b.l .,,, l-r, ..it a h-t-lic Fitnisatiani annou -w

scso
proportionately owned by the individual computing earnings and profits. shareholder in a mutual fund or other arx! ontrall, a-pt on.,v'ri-olvi

6550 S,tainalaniandidanalnWin .
owners of such entities. (2) A historical summary of effectively regulated investment company. 11 c-d-oh, ~10

Me .1 -,,- th-v&11--1 65W Ot-M ,5W nave.c., s1128 C .th,r, h.1d
., 5070 -d-le, o.ht Ind haxhn, tatt4h, and ~ WhaddhanatA foreign corporation meets the publicly- connected earnings and profits and Item R 11`*

M" _11`1
traded test if (1) its stock is primarily and dividend equivalent amounts for each tax --p-t Ind tuppi- thoagIt - -da.

regularly traded on one or more securities year beginning after 1986
and whether the Foreign corporations that take the position Manufacturing ]MM =Mn.,d hod,,, -ept lech, 5M OthIld1xrW,,,xd, 67. Srov. __ .-- Wardart.. 0

that any provision of a treaty entered into F dandkind-anad-ft
: 6749 Otha-Mo,and, "%

markets in its country of residence or the corporation was a qualified resident for IA- nd-, 3410 Fall,-edn- I ix-h, --,. -am_0
U .S. or (2) 90% or more of its stock is each of these tax years

. after August 16, 1954, overrules or 2011o D-yp--, use I ., I _hd tor,nn, N-al Ill. ,hMoornxinved.
modifies an internal revenue law of the U .S. 2030 11-1- -0 C- .n, . in,x-, ..-- -n

. 3]td8O Ght.-Ind --m e-pt 5110 P,mr and aWr x-chowned (directly or indirectly) by anothe r
corporation that is a resident of the same Additional Information must report if they have taken such a 20io G,I P'.., hd gu,dedl 51N Drugs, drug -p-t-ad, Se"Ices V)

position,
22.5o -- ph.-, hd dlu .n. Ill-
,a S- -d-h,h1-y,xvd.- 5 AWaval, wtsa gdnd, - ont ., 7000 H,MN and adhan, Nadging plivad,country or is a domestic corporation and Question M, page

I "' MIh xi-r, - -11 do Ghts-Inda t. 72M lita-lan-If a corporation has taken a position that 2
'130

that meets the requirements of (1). Item M. Personal service corporations- 208~ A_, 5150 F7 phnul ~t M. rhad 1". 'U,
a real y pr

so C in
If a foreign corporation is a qualified The term "personal service corp thon" t I ovision overrules or modifies an

.1., --,. 3520 F- -ch-, 5

Ora internal revenue Ia. of the U .S. and tails to 353G C .n1h-hx,-r1lIh,d-h-ry 5 evathanx aa,nuhha:
80 -h- %Pg= Ia' . M-C` 73 ad-,n,resident of a foreign country that has an means a corporation whose principal

2069 .it d-, - r--g, 35liO Mst.l..k.ng -h.h, 51 'o 310
report that it has taken such a position, the 2096 oh- 71,550 S--ndue,-1-, 5190 Mt,. r1rhilthda, dxd, 89 Bvx-M -let th"Pt adhanhan,

income tax treaty with the U,S. and the business activity during the testing period is , hO G-r,1 .ndu,h.,i -Wry CL
treaty does not prohibit the imposition of the performance of personal services corporation may be subject to a penalty of - Uba- 3570 On.s. -hhg .-a-unt, .1. ali anahatianal-oulad,1

$10,000 .
he branch profits tax, the rate of tax will be substantially performed by employee- 3598 On., -1-,-,l Retail Trade '500 auddonxi ., and hern'.

the rate on branch profits specified in the owners who own more than 10% of the fair I'll I . .. n, -hl, Inhh., evading Wahnial, garda-pplian, 7600 st. onti-ann-

treaty . If the treaty does not specify a rate market value of the corporation's Kndt ng -11, and Intal . th. illiallan.
2~8 52M B.tid,ng -11-K

Annotannard avad
(A

for branch profits, the rate shall be the rate outstanding stock as of the last day of the 3630 H... . fthicappi .as ... 11d-re- 7812 M.- pchn. Windwoon . Valla
3665 R.d ... tsiah. i- -a ca- hu?Phan, .. W .a. an,odadd-nd.-

of dividends paid by a wholly-owned testing period . 23 1 I.a W, C-IrB daIler, 783D xint-m. -hadna .
domestic corporation to the foreign 2~5 WI-n -ndth-ldr- 11-ng

-11. ad
.- 'goo I

.. . ... Ina,
corporation .

23388 or -Wv-,d--dr- 33~1~11 s1O0 "hant-ho, Wda -- actundt
w B Othe "t, Inint 1- 0

5410 G-an-an,A special rule applies if a foreign *-a.
corporation claims to be a qualified resident

3710 Mada-ainchan- saw Offial h- It.,. wis 011-1 0--n.-Wah,
2415 Idux,, I.-In . nd pl-ha, -1 huhatat, h"- .

under the two-part ownership and base 2~30 .11'.." . 01-. 1 .. 11- ..-1 ind-n-dIal-11 Ind Mlvill addanni : W21 Ohn-l-an, 0
erosion test and a portion of its dividend 2498 Oil .,, - -- lncl-B- annin, 8010 Onficax.d .-haintractiodhaI ,

-ld.- and rr,- 3125 kho.ft. g..d. -d. at"I p
.."'viind-Isaacisn'ton.

equivalent amount for the tax year is ".41 Is, am _-
3,M St,,it -1 hx ;!-g .n sIr 807t ... . .1donda-25oo 1-d- and lia-I. 3798 d-u-t.d. 5598 Othl-l-nolld-hv~ BON on ., hv,- lar-ad . (A

P.W, Ind all,.d ina,l-ol:
-1PI

560D Ailitand Ind -antan, It .. Bill L -
,00 EZ~. Mo ..

262' P,,lp WWI, -d-d-In. 57M 1 ft.h.,annntra. 8300 Sncliti-ad,
20~ .,- W, h-h-vando-inin. fialvand .g .u.- 8600 M..1Woh .-,hxMdsnx

nil A-h- hi-thoxnalanns
P ..h-hdp.bInhh,g: 3815 I'"'a

.," sew "Illig-d'a-gPI'Ma. u
~27 -h-andc-, an.-Milinahn,to h-,.
71'

1 ,
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2,_11201. u.s .Life Insurance company Income Tax Return I .... .. I 1 "01 (19HH)
Life Insurance Company Taxable Income (LICTI) (Section 801(b))D~panme,mf or the treasury For cxile~, 1988. or far year beginning . . . . . . . . . . . . . . . . 1988 . And endmg . . . . . . . . . ... . . . . U88

Internal Re.venm, I- For Papentrork Reduction Act Notice, see Page I of the instructions.
I Gross p,edinny,%. etc ., less return premiums, etc, Enter balance . . . . . . . . . . . . . . . .

Name A
Employer identification number 2 Decrease in reserves (see instructions) . . . . . . . . . . . . . . . . . . . . . . .

3 10% of any decrease in reserves under section 807(f)(1)(B)(ii). . . . . . . . . . . . . . . . .
B Date incorporated 4 lnve~tmedt income (Schedule C, line 8) ~ . . . . . . . . . . . . . . . . . . .

Number and street (or P .0, Box number if mail is not delivered to street address) 5 Nh~l capital gain (line 10. Schedule D (Form 1120)) . . . . . . . . . . . . . . . . . . . .

C Check box it this is a 6 Other amounts (attach schedule)
CL consolidated return . El 0
21

uss income (add lines I through 6) . . . . . . . . . . . . . . 0a City or town, state . and ZIP code 7 life, insurance company p r
D Check box if nonlife

11 8
Di!ath benefits, etc . . . . . . . . . . . I . . . . . .0 insurance companies

- 0, El 9 Incr-se in reserves (Schedule B, line 12) . . . . . . . .11 .
E Check applicable boxes : I LI Final return 1 3 Amended return

I are included .
10 10% of any ini.rease in reserves under section 807(f)(1)(B)(i) . . . . . . . . . 0

F Chnk box if a section 953(cX3)(C) election has been made 1- 11 I.),nuctible policyholder dividends (Schedule E, line 7 )

I Life insurance company taxable income (LICTI)-(Schedule A, line 20) . . . . . . . . . 1 12 Consideratiun paid for assumption by another person of liabilities . . . . . . . pe.

2 w-, by taxpayer . . . . . . . (D2 Limitation on noninsurance losses (Schedule P . line 9) . . . . . . . .
1.4 Other (11-uriChO115 (attach schedule-see instructions) . . . . . . .3 Amount subtracted from policyholder surplus account (Schedule N line 3) . . . . . . . . 3

4 Total taxable income-Add lines 1, 2, and 3 ; however, the total may not be less than line 3 . . . 4 15 Envidr,,O~ received deduction (Schedule G, column (c), line 15-see instructions for
finintation and attach schedule if applicable), enter here and on Schedule M . line 2 c

5 Check if you are a member of a controlled group (see sections 1561 and 1563) . . . . it, El

a Enter your share of the $50,000 amount and $25 .000 amount (in that order) in each tax bracket :
1 6

Operations loss deduction (attach schedule) . . . . . . . . . . . . . . . . P .G.

17 Total deductions (add lines 8 truough 16) . . . . . . . . . . . . . . . . . . . . . .
(i) s . . . . . . --------- (it) $---------------- 18

Gain or (loss) from operations (subtract line 17 from line 7), enter hereand on Schedule H . line 1
b Enter your share of the additional 5% tax (not to exceed $11,750): $ I

r9 irnall life insurance company deduction (Schedule H . line 10), enter here and on Schedule M, line 2b. . . .
6 11 come tax (see instructions to figure the tax) . . . . . . . . . . . . . . . . . .

7a Foreign tax credit (attach Form 1118) . . . . . . . . . . . 7a 2C 1_101 I (line 12 less line 19), enter here and on page 1, line 1 . . . . . . . . . . . . .
.

. . . .
b Other credits (see instructions) 7b

[TOT~TFIRM Increase or (Decrease) in Reserves (Section807) (0
c Genera I business credit . Check if from: El Form 3800 El Form 3468

E3 Form 5884 El Form 6478 El Form 6765 El Form 8586 7c .00

d Credit for prior year minimum tax (attach Form 8801) . . . . . . . -7d
(a) Beginning of (b) End of Is, year 00

far yea ,
8 Total credits (add lines 7a through 7d) . . . . . . . . . . . . . a I Life i nsurance reserves (section 807(c)(1)) . . . . . . . . . . . . . . 0
9 Balance of tax (subtract line 8 from line 6) . . . . . . . . . . . . . . . . . 9- 2 Unearned premiums and unpaid losses (section 807(cX2)) . . . . . . . . . .

10 Foreign corporations-tax on income not connected with U .S . business (see rax Computation 3 Suppienierdary contracts (section 807(c)(3)) . . . . . . .
Instructions) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10 4 Dividend accumulations and other amounts (section 807(c)(4)) . . . . . . . . . 0

11 Recapture taxes . Check if from : 0 Form4255 [I Form 8611 . . . . . . . . 11 5 Advance premiums
,
(section 807(c)(5)) . . . . . . . . . . . . . . . .

12a Alternative minimum tax (see instructions-attach Form 4626) . . . . . . . . . . 12a 6 Special contingency reserves (section 807(c)(6)) . . . . . . . . . . . . .
b Environmental tax (see instructions-attach Form 4626) . . . . . . . . . . . . . 12b 7 Total (add Imes I Ithrough 6 in both columns) . . . . . . . . . . .

13 Total tax (add lines 9 through 12b )

14a Overpayment from 1987 allowed asa credit . 14a 8 Increase (decrease) in reserves (column (b) less column (a)) (see instructions) . . . . . . .

It 1988 estimated tax payments 14b 9 Policyholders' share of tax-exempt interest (Schedule C, line 9 fimesSchedule K, line 26) . . . . . .

c Less refund of 1988 estimated tax applied for on 10 Linedlessline9 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. .Form 4466 . . . . . . . . . . 11 Less : Adjustment to reserves of mutual insurance company per section 809(a)(2) (Schedule E . line 8)
d Tax deposited with Form 7004 . . . . . . . . . . . 14d 12 Nei increase (decrease) in reserves . (If an increase, enter here and on Schedule A, line 9 . If a (decrease),

enter here and on Schedule A, line 2 . )e Credit from regulated investment companies (attach Form 2439) 140 . . . . . . . . .
. Wo

f Credit for Federal tax on fuels (attach Form 4136) . . . . . . . . . Ll!f_ ~~ Gross Investment Income (Section812(d)) 0.0
g U .S. income tax paid or withheld at source . . . . . . . . . . . 14K -1

th Other payments (see instructions) . . . . . . . V1h I Interest (excluding tax-exempt interest) . . . . . . . . . . . . . . . . . . . . . . C

15 Total refundable credits (combine lines 14a through 14h) . . . . . . . . . . . . . 15 2 Dividend inc
.
ome (Schedule G . column (a). line 15) . . . . . . . . . . . . . . . . . . . . 0

16 Enter any PENALTY for underpayment of estimated tax-Checkb' El if Form 2220 is attached . 16 3 G, ss rents . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . .

17 TAX DUE-if the total of lines 13 and 16 is larger than line 15, enter AMOUNT OWED . . . . 17 4 Gross royalties . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0

18 OVERPAYMENT-if line 15 is larger than the total,of lines 13 and 16, enter AMOUNT OVERPAID 18 5 Leases, terminations. etc . : . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

119 'ter amount of line 18 you want : Credited to 1989 estimated tax I- $ Refunded 111, 19 6 Excess of net ~hod-term capital gain over net long-term capital loss (line 9 . Schedule D (Form 1120)) . . .

Under penaltims of wriury. I det~lan, that I haw eornmed lh,s return . includmg crompanymg si:hedules and statements. and to the best of my kno,ledge and 7 Gross income from trade or business other than insurance (attach schedule) . . . . . . . . . . .
Please bel~

.f.m,h.e .-ent, aml-inplete, Declaralwof p,,pa,er (other than triWyr,),sbxMo, allmlormationot hrch the prepare, hasany kno.ledge. 8 Investment income (add lines I through 7), enter here and on Schedule A, line 4 . . . . . . . . . .
Sign 9 Tax-exempt interest, enter here and on Schedule K, line 5 and on Schedule M, line 2d . . . . . . . ..
Here ), s'RImiftne .l .n .c." Date Title 10 Add lines 8 and 9 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ..

le I Nepa,er s soc,al secunly no I I '1001yo qualifying dividends (see instructions) . . . . . . . . . . . . . . . . . .

paid gnalu, sell empiyad El
Prepar. - ------- 12 Gross investment income (line 10 less line 11), enter here and on Schedule K, line 1 . . . .

E I No il~
Use 0 .4 -

ZIP cod'. 11-

Form I I 20L (igalf)



1 11?01 (1988)
148m) 4

k1siLlUILM Policyholder Dividends (Section 808) Small Life Insurance Company Deduction (Section 806(a))-Il assets (Schedule 0 . Part 1) are
$500,000 .000or more, complete lines I through 5, line 9 . and enter micion line 10 . (See instructions .)

I Amounts paid or accrued (808(bX 1)) . . . . . . . . . . . . . . . . .
. 1 Gain or (loss)

.

from oper

.

ations (Schedule A. line 18) (806(b)(l))2 Excess interest (808(bX2)) . . . . . . . . . . . . . . .
3 Premium adjustments (808(bX3)) . . . . . . . . . . . . . . . .
4 Experience-rated refunds (808(b)(4)) . . . . . . . . . . . . . . . . . . b

Plus .nuninstiraiicecleductions(806(b)(2))

5 Total (add lines 1 through 4) . . . . . . . . . . . . . . . . . . . . . .
a Gain or (jos5) oil insurance opetitions (line I 1-s line 2a Pkis hill, 2b)

6 Differential earnings amount for mutual company only (Schedule F, line 15) . . . . . . . . b
Adjustments (ittach schedule) . . .

7 Deductible policyholder dividends (line 5 minus line 6, but not less than zero), enter here and on Schedule A .
c Tentative LICTI (total of lines 3aand 3b)

line 11 and Schedule K, line 10 . . . . . . . . . . . . . . . . . . . . . . . .
4 Controlled group tentative LICTI (Schedule 1, [,no 8)

5 Combined tentative LICTI (line 3c plus line 4), It $15,000,000 or n,me . o,, .,t I as 68 Excess of fine 6 over line 5 : Adjustment to reserves of mutual insurance company, enter here and on Schedule through
S . enter zero oil line 10 . below . and oil Schtrule A . line 1 9B . line I I

. . . . . . . V9 Deductible percentage (li e ~ divided by line . . . . . . . . 6 Line 5 times 6, but not more than $1,800 .00 0

1=121,1114=2 Differential Earnings Amount-Mutual Companies Only (Section 809) 7a Maximum statutory an,ount (806(a)(1)) . . . 0 %

Eri, - --ced, Z b Subtract line 7a from line 5, but not less than zen, . . . . . . . . . . .
. 0)tax year i tax year i Line 7b times . 15, but not over $1 .800,000 . ~ . . . . . . . . . . 041 .

1 Annual statement surplus and capital (809(b)(2)(A)) . . . . . . . . . .
. 1 8 Tentative small lite insurance company deduction (line t, less line 7c) . . . . . . . . . . . . (P

2 Nonadmitted financial assets (attach schedule) (809(b)(3XB))
9 Taxpayer's share (line 3c-but not less than zero-divtded by the sum of line 3c and Schedule 1. column (a). line 6 )

3 Excess of statutory reserves over tax reserves on section 807(c) items (809(bX4)(B)(i))
1U Allowable small life insurance company deduction (line 9 times line 8) . Enter here and on Schedule A, line 19 .

4 Deficiency reserves (809(b)(5XB)) . . . . . . . . . . Controlled Group Information (section 806(c)) (See instructions .)
5 Mandatory securities valuation reserve (809(bX5XA)) . . . . . - -------

6 Other voluntary reserves (809(b)(5)(C)) . . . . . . . . . . . .
Company Tentative i KAI.

(a) Income (b) (L-)
7 50% of the amount of any provision for policyholder dividends payable in the next tax year .

1

Aalinco

-

me

I
Its Subtotal (add lines I through 7) . . . . . . . . . . . . . . . . .

. . . .. . .
b

Adjustment for equity allocable to noncontiguous Western Hemisphere countries and
2

other adjustments (809(g)(5XA)) . . . . . . . . . . . . . . . . . 3
c 4Com lines 8a and 8b, both columns . . . . . . . . . . . . .

9 Total of line 8c, columns (a) and (b) . . . . . . . . . . . . . . . .
5

10 Tentative average equity base-Enter 50% of line 9 . . . . . . . . . . . . 6 Total-"Add lines 1 through 5 in both columns . . . . . . . . . . . . . cc

11 Other adjustments (attach schedule) . . . . . . . . . . . . . . . . 7
Enter amount from line 6, column (b) . . . .

of lines 10 and I 1
8 Net controlled group tentative LICTI (line 6 less line 7). Err f

12 Total
. . . . . . . . . . . . . . . -

te here and on Schedule H, line 4.

13 High surplus adjustment (section 809 (i))-attach schedule . . . . . . . . . EEMMM Company/Policyholder Share Percentage (Section 812)-Part I (See instructions .)
14 Average equity base (line 12 less line 13) . . . . . . . . . . . . . .

. I Gross investment income (Schedule C, line 12) (812(d)) . . . . . . . . . . . . . . . . . .15 Differential earnings amount (line 14 times the differential earnings rate), ente r ere and
on Schedule E, line 6 . . . . . . . . . . . . . . . . . .

.
see inst u i s 2 Policy interest (Schedule L . line 6) (812(b)(2)) . . . . . . .

EJJJU~ Dividend Income and Dividends-Received Deduction (See instructions .) 3 Line I less line 2 . . . . . . . . . . . . . . . . . . . . . . . . . . . .. .

Dividends subject to proration (a) Gross taxable (b) Deduction rate (c) Deduction (column 4
. Life insurance company gross income (Schedule A, line 7) . . . . . . . , . 1

1----4---dim (a) times column (b)) 5 Tax-exempt interest (Schedule C, line 9) . . . . . . . . . . . . . . . . ----------- ~1_

I Domestic corporations, less-than-20%-owned . . . . . . . 70% 6 Add lines 4 and 5 . . . . . . . . . . . . . . . . . . . . . . . . . . .
7 increase in reserves (Schedule B, line 8) (if a decrease in reserves, enter "0" .) . . .2 Domestic corporations, 20% .or-more-owned . . . . . . . . 80%
8 Lin e

3 Debt-financed stock see instructions 6 less line 7 . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . .
9 investment income ratio (line 3 divided by line

4 Public utility corporations
.
less-than-20%-o .ned . . . . . . 41 .176 %

5 Public utility corporations, 20%-or-more-owned . . . . . . . 47 .059%
10 Deductible policyholder dividends (Schedule E, line 7) . . . . . . . . . . . . . . . .

6 Foreign corporations, less-than-20%-owned . . . . . . . . 70%
11 Deductible excess interest (Schedule L, line 2) . . I . . I . . . . . . .
12 Deductible dividends on employee pension funds (812(b)(2)(Qi)) . . . . . . . .

7 Foreign corporations . 20%-or-more-owned . . . . . . . . 1 80% 0-0 .
8 Wholly owned foreign corporations . . . . . . . . - - %

13 Deductible dividends on deterred annuities (812(b)(2)(C)(ii)) . . . . . . . . . 1

9 Certain affiliated company dividends . . . . . . . . . . %
14 Deductible premium and mortality charges for contracts paying excess interest . . . C
15 Add lines 11 through 14 . . . . . . . . . . . . . . . . . . . . . . . . . . . .

10 Gross dwidends-received deduction (add lines 1 through 9 of column. (0
.) 1 6 Line 10 less line 15 . . . . . . I . . . . . .

11 Company share percentage (Schedule K, line25) 17
Investment Portion of dividends (line 9 times lifie 16) . . . . . . . . . . . . . . . . . 012 Prorated amount (line 10 times line 11) IS Policy interest (Schedule L, line 6) . . . . . . . . . . . . . . . . . . . . .

19 Policyholder share amount (add lines 17 and 18) . . . . . . . . . . . . . . . . . . . . .Dividends not subject to proration (A

13 Affiliated company dividends see instructions &J&UjU1JM Part 1 1

14 Other corporate dividends . . . . . . .
20 Gross investment income (line 1) (812(d)) . . . . . . . . . . . . . . . . . . . .

15 Total (add lines I through 14 in column (a) and lines
1

2 and '13 i n 21 Net investment income (see instructions) (812(c)(1)) . . . . . . . . . . . . . . . . . . .
column (c)). (Reduce the deduction as prcn~icled in section 22 Policyholder share amount (line 19) . .

' : , , , * , , *
805a)(4XD)(ii) .)-Enter the amount from line 15 ,

cc,um n (a),
on 23 Company share of net investment income (line 21 less I ne 2~) . . . . . - . . .

Schedule C . line 2, and enter the amount from lin
NO -_Do%on Schedule A, line 15 . . . . . . . .

. .. ...... 24 TotF.1 share percentage . . . . . . . .
25 Company snare percentage (line 23 divided by line 21). Enter here and on Schedule G . line 11 (812(a)(1))
26 Policv,holders'share percentage (line 24 less line 25) (812(a)(2)) . . . .. . . . . . . . .

r



F- 112M11988) Pax. 5
1 PV .

Policy Interest (Section 812(b)(2)) RiETTINTMO Total Assets and Total Insurance Liabilities-Conti
.
nued

Part 11-Total Insurance Liabilities (Section 842(b)(2)(8)(1))

I Required interest o n reserves under sections 807(cX 1) . (3).(4),(5), and (6)-attach schedule . . . b) D-pbitti .1 it ..

2 Deductible excess interest (Schedule E . line 2 times Schedule E, line 9). Enter here andon Schedule K, line 11. Y
..,

I 816(cX 1) Reserve for life policies and contracts . . . . . . . . . . . . . . . . . . .3 Deductible amounts credited to employee pension funds (812(bX2XCXi)) . . . . . . . . . . . .

4 Deductible amounts credited to deterred annuities (8l2(bX2XCXii)) . . . . . . . . . . .
.

. 2 816(cX2) Reserve for accident and health policies . . . . . . . . . . . . . . . . . .

5 Deductible interest on amounts left on deposit (section 812(b)(2XD)) . . . . 3 807(c)(3) . Supplementary contracts without life contingencies . . . . . . . . . . . . . .
4 8 16(c)(2) Policy and contract claims, life . . . . . . . . . . . . . . . . . . . . 0

6 Total policy interest (add lines I through 5) . Enter here and on Schedule K, lines 2 and 18 . . . . . 5 816(cX3) Policy and contract claims, accident and health . . . . . . . . . . . . . . . 0
6 807(r.X4) Policyholders' dividend and coupon accumulations . . . . . . . . .

Shareholders' Surplus Acco'unt-Stock Companies Only (Section 8 1 5(c)) V
7 807(CX5) Premiums and annuity considerations received in advance . . . . .

0Less: Discount . . . . . . . . . . . . . . . . . .

la Balance at the beginning of the tax year . . . . . . . . . . . . . . . . . . . . . . . - SJ7(c)(5) Liability for premium and other deposit funds . . . . . . . . . . . . . . . .

b Transfers under pre- 1984 section 815(dX 1) and (4) for preceding year . . . . . . . . . . . ' - 9 Miscellaneous insurance liabilities, not included above: V*

c Balance at the beginning of the tax year (add lines la and 1b) . . . . . . . . . . . . . . . - 807(c)(6) a
,
Special contingency reserves for group life . health and accident insurance . . . . . .

2a LICTI (page 1 . sum of lines 1 and 2. but not less than zero) (815(c)(2XA)(i)) . . . . . . - F07(c)(3) b Amounts held at interest under insurance . annuity, or deposit administration contracts ,
It Small life insurance company deduction allowed by section 806(a) (Schedule A, line 19) (815(cX2)(A)(ii)) . - or pension trust side funds . . . . . . . . . . . . . . . . . . . . .
c Dividends-recerved deduction (Schedule A. line 15) (815(cX2)(A)(iii)) . . . . . . . . . . . . . . - 807(c)(3)

c
Funds held to provide for future conversion of policies of contracts . . . . . . . .

d Tax-exempt interest (Schedule C, line 9) . . . . . . . . . . . . . . . . 807(c)(3) d Amounts held pending issue of contracts supplementary to insurance or annuity contracts a.*.

3 Total (add lines 1c through 2d) . . . . . . . . .
.

. . . . . . : . . . . . . . . . . . C

4 Tax liability without regard to section 815 (figure the tax on line 2a as if line 2a were total taxable income) . . I
816(c)(3) . Other insurance liability or adjustments : 1%

5 Line 3 less line 4 (do not enter less than zero) . . . . . . . . . . . . . . . . . . . . .
(i) Reserves for mortality fluctuations . . . . . . . . . . . . . . . Z
(ii) Liability for insurance or annuity benefits for employees and agents . . . . . . (A

6 Direct or indirect distributions in the tax year (not more than line 5) . . . . . . . . . . . . . . . . . 8 16(c)(3) I Other items (please describe) : A

7 Balance at the end of the tax year (line 5 less line 6) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

04910111M Policyholders' Surplus Acciount-Stock Companies Only (Section 815(d)) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

2a Direct or indirect distributions in excess of the amount on Schedule M, line 5

b Tax increase on line 2a . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

I Balance at the beguiningoi the tax year . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . -* . . . . . . . . . . . . . . . . . . . . . . . . . .

c Subtractions from account under pre-1984 sections 815(dX 1) and (4) (see instructions) .

d Tax increase on line 2c . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
.

Subtraction from account required under pre- 1984 section 815(d)(2) due to termination

3 Total-Add lines 2a through 2e, but not more thar, line 1 . . . . . . . . . . . . . . . .

. . . . . . . . . . . . * . . . . . . . . . . . . . . . . . . . . . . .

.

. . . . . . . . . . . . . . . . . . . . . . . . . . .

.

. . . . . . . . . . . . . .

4 Balance at the end of the tax year (line 1 less line 3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Total Assets and Total Insurance Liabilities 10 Total 06

Part I-Tatal'Assets (Section 806(a)(3)(C)) Limitation on Noninsurance Losses (Section 806(b)(3)(C) )

As of Close of
Z
(ATax Year I Noninsurance income (attach schedule) . . . . . . . . . . . . . . . . . . . . . . . . 0-0

I Real property (806(aX3XCXi)) . . . . . . . . . . . . . . . . . . . . . . . .
. 1111

2 Stocks (806(aX3XCXi)) . . . . . . . . . . . . . . . . . . . . . . . . . . 2 Noninsurance deductions (attach schedule) . . . . . . . . . . . . . . . . . . . . . . C

3 Proportionate share of partnership and trust assets (806aX3XDXii)) . . . . . . . . . . . . . . 0
4 Other assets (attach schedule) (806(aX3XC)(5)) . . . . . . . . . .

.

. 3 Nonirsurance operations loss deductions . . . . . . . . . . . . . . . .
. 0

5 Total assets of controlled groups (806(cX2)) . . . . . . . . . . . . . . . . . . . 1 - -
4 Add lines 2 and 3 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

6 Total (ad 5) . . . . . . . . . . . . . . . . . .
.

. .d lines I through

S Noninsurance loss (line 4 less line 1). If line I is greater than line 4. skip lines 5 through 8. and enter zero on
line 9 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

6 Enter 3546 of line 5 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

7 Enter 35% of the excess of Schedule A . line 20, over any noninsurance loss included in Schedule A

8 E fiter Itw lesser of line 6 or fine 7 . . . . . . . . . . . . . . . . . . .
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Additional Information Required (See instructions .)

Cl-kd You are a

(1) 1 1 Legal iii
K Was the corporation a U .S . shareholder of any

rve comparry--il checked: controlled foreign corporation? (See sections 951
Knidul Company: and 957. and the instructions .) . . . . . . .

I I Stock 1 .1 Mutual If *Yes,* attach Form 5471 for each corporation .
Prawilml business:

I ulemsurance L At any time during the tax year. did the corporation
Health and accident insurance have an interest in or a signature or other authority

over a financial account in a foreign country (suc h(2) 1 1
Fralernal or assessment association as a bank account, securities account, or other

(3) 1 1
Burial or other insurance company financial account)? (See the instructions for

exceptions and filing requirements for Form TD F
H Etilei the percentage trial the total of your life

90-22 .1 .) . . . . . . . . . . . .
itisuidnce re.sef"s tsetion 816(b)) plus unearned
premiums and unpaid losses (whether or not If 'Yes," write the name of the foreign country .

ascertained) on noncancelable life, health or W . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

accident policies not included in life insurance NI Was the corporation ever the grantor of or
reserves is to your total resenies (section 816(c)) transferor to a foreign trust which existed durin

g
-_ %.

the current tax year, whether or not it had any
Attach a schedule of your computation. beneficial interest in it? (See instructions.) . . .

I Does the corporation have any variable annuity If *Yes," the corporation may be required to file .
contracts outstanding? . . . . . . . . . . Form 926, 3520, or 3520-A

. C

J (1) Did the corporation, at the end of the tax year, N During the tax year did the corporation maintai n
own. directly or indirectly, 50% or more of the any of its accounting/tax records on a
voting strick of a domestic corporation? (For computerized system? . . . . . . (A
rules of attribution, see section 267(c) .) . . . 0 Check method of accounting :
If 'Yes," attach a schedule showing : (1) Accrua l
(a) Name, address, and identification number ; (2) Other(Specify) ------------------ ------
(b) Percentage owned; and P Enter the amount of tax-exempt interest received
(c) Taxable income or (loss) before NOL or oraccrued during the tax year $

special deductions from line 28, page 1 ,
Form 1120 (or line 24, page 1, Form Q kias the corporation elected to use its own payout
1 120-A) of that corporation for the tax year pattern for discounting unpaid losses and unpai d
ending with or within your tax year . loss adjustment expenses?

In
R Does the corporation discount any of the loss

0
(2) Did any individual, partnership, corporation . reserves shown on its annual statement? . . . . " I

estate . or trust, at the end of the tax year, own.
3directly or indirectly, 50% or more of your

S (1) Enter the total unpaid losses shown on the
voting stock? (For rules of attribution, see corporation's annual statement :
section 267(c) .) . . . . . . . . . . (a) for the current year: $

If "Yes .* attach a schedule showing: (b) for the previous year : $

(a) Name, address, and identification number : (2) Enter the total unpaid loss adjustment
(b) Percentage owned ; and expenses shown on the corporation's annua l

statement: CL
(c) If the owner of that voting stock was a per-

(a) for the current year: $
son other than a U .S . person (see instruc .
tions), check "Yes* and show owner's (b) for the previous year : $
country . ll~ ----------------

Note: If question J(2Xc) is checked "Yes. " the
corporation may have to file rorin 5472 . C

12M3!= Reconciliation (See instructions .)

0
Compensation of Officers (See instructions .)



-)88 Corporations having their principa I place coupon . Make these tax deposits with either on the net amo,,nt due .1(o IN artment of the Treasury When To Fil entp
ernal Revenue Service in general, a corporation must file its income of business outside the United States or a financial institution qualified as a penalty for failure ro I 1P a tax return -vi,ri

claiming a possessions tax credit (section depositary for Federal taxes or the Federal 60 days o! the due date!or 4.1mg tinoudingax return by the I 5th day of the 3rd month
after it, tax yea, ends, A new corporation 936) must file with the Internal Revenue Reserve bank or branch se,icing Ile extensions) is Ile lesser of Ile
filing a short period return must generally Service Center, Philadelphia, PA 19255 . geographic area where the corporation is uncleGymient of tax or $ 1 00
file y the 15th day of the 3rd month after The separate income tax returns of a located . Do not submit deposits directly to Since Regulations section 1 .6012-2,c )Instructions for Form 1120L the short period ends . A corporation that has group of corporations located in several an IRS office ; otherwise . the corporation requires that the annual steerrent

rnera%file bythe 15th day t :r 9 wdissolved must I servic: c:nt r fre ions may be filed with the may be subject to a failure to de post approved ty t~e National Association of
of the 3rd mont after I a date it dissolved. servic c n or the area in which the penalty . Records of deposits ill be sent to insurance ommissioners (NAIC) be filed as

A foreign corporation that does not
U.S. Life Insurance Company Income Tax Return principal office of the managing corporation IRS for crediting to the corporation's part of the return a late Ming reralty may

maintain an office or place of business in that keeps all the books and records is account . See the instructions contained in be imposed for not including the annual
the U .S. has until the 15th day of the 6th located. the coupon book (Form 8109) for more statement when the return is filed .

(Section references are to the Internal Revenue Code, unless otherwise noted .) month after the end of its tax year to file
. Signature.-The return must be signed information . Late Payment of Tax-Generally the 0

efinslon.-File Form 7004, Application and dated by the president, vice-president, To help ensure proper crediting to your penalty for not paying tax when d6i~ ss kit 0! 0
Paperwork Reduction Act Hatice-We separately or combined with health and for Automatic Extension of Time To File treasurer, assistant treasurer, chief account, please write your employer 1% of the unpaid amount. up to a maximum -1
ask or this information to carry out the accident insurance, or noncancelable Corporation Income Tax Return, to request accounting officer, or any other corporate identification number . the type of tax paid. of 25%, for each month or traction of a

officer (such as tax officer) authorized to and the tax period to which the deposit month the tax remains unpaid, ThepenaltInternal Revenue laws of the United States . contracts of health and accident an automatic 6-month extension of time y
We need it to ensure that taxpayers are I insurance . Guaranteed renewable life, to file. sign. A receiver, trustee, or assignee must applies on your check . is imposed on the net amount due . 0
complying with these laws . and to allow us health, and accident insurance that the Period Covered .-File the 1988 return for sign and date any return required to be filed To get more deposit coupons. use the Underpayment of Estimated Tax .-A -9

to figure and collect the right amount of tax . company cannot cancel but under which calendar year 1988 . Section 843 requires all on behalf of a corporation. reorder form (Form 8109A) provided in the corporation that fails to make estimated tax 1W
You are required to give us this information . the company reserves the right to adjust insurance companies to file on a calendar If a corporate officer filled in Form coupon book . payments when due may be subject to an

The time needid to complete and file this premium rates by classes. according to year basis, unless they join in the filing of a I 120L, the Paid Preparer's space under For more information concerning underpayment penalty for the period of
form will very depending on indioidual experience under the kind of polic consolidated return . If a consolidated return 'Signature of officer" should remain blank . deposits, see Pub. 583, Information for
circumstances . The estimated everage time involved, are treated as noncancelable. is filed, the parent return would indicate the If someone prepares Form 1 120L and does Business Taxpayers

. upendaellpayment . To avoid the estimated tax
, the corporation must make

is : The reserves test requires that the period covered . not charge the corporation, that person 4 . Estimated Tax .-Generally, a corporation estimated tax payments of at least 90% of

Recorditeeping . . . . 69 hrs. . 50 min. company's life insurance reserves, as Final Return, Change of Address, should not sign the return. Certain others must make estimated tax payments if it can the tax shown on the return or 100% of its
defined in section 816(b), plus its unearned -Amended Return .-If this is a final return, who prepare Form 1 120L should not sign . expect its estimated tax (income tax minus . prior year's tax . See section 6655 .

Learning about the premiums and unpaid losses (whether or not or the corporation's address has changed For example, a regutar, full-time employee credits) to be $500 or more. Use Form Form 2220 . Underpayment of Estimated C
low or the form . . . . 29hrs .. 6min. ascertained) on noricancelable life, health . since the previous return was filed, or you of the corporation

. such as a clerk, 11 20-W, Corporation Estimated Tax, as a Tax by Corporations, is used to see if the -1
Preparing the form . . . 53 hirs .. 51 min . or accident policies not included in life are filing an amended return, check the secretary, etc . . does not have to sign . worksheet to compute estimated tax . Use the corporation owes a penalty . Generally. the 21

Copying, as
s'embilling, insurance reserves. must make up more appropriate box . Generally, anyone who is paid to prepare payment coupons (Form 8109) in making

.
corporation does not have to file this for m

than 50% of its total reserves as defined in Form I 120L must sign the return and fill in deposits of estimated tax . because IRS can figure the amount of any
and sainading the form section 816(c) . in determining whether a Where To FlIe- the other blanks in the Paid Preparer's Use If the corporation overpaid estimated tax. penalty and bill the corporation for it .
to IRS . . . . . . . . 6 hrs ., 26 min . company meets the reserves test, the if the cepoinatkin' . Only area of the return . it may be able to get a 'quick refund* by However, you must complete and attac h

If you have comments concerning the following modifications must be made : (1) principal litailia.M . U. t1se folloarlsais Irdawast The preparer required to sign the return filing Form 4466. Corporation Application Form 2220 eyen if the corporation does not
accuracy of these time estimates or life insurance reserves and total reserves am... orissamcf, Is Ravenes Saindca Casiose, MUST complete the required preparer for Quick Refund of Overpayment of owe the penalty if : (a) the annualized

suggestions for making this form more must each be reduced by an amount equal lostrial 1. addreas information and: Estimated Tax. The overpayment must be income or adjusted seasonal installment
co

simple, we would be happy to hear from you . to the mean of the aggregates, at the V o
Sign it by hand in the space provided for both : (1) at least 10% of expected income method is used, or (b) the corporation is a

You can write to the Internal Revenue beginning and end of the taxable year, of the the preparer's signature . (Signature stamps tax liability, and (2) at least $500. To apply, "large corporation" computing its firs t

Service . Washington, OC 20224 . Attention: policy loans outstanding with respect to New Jersey. New York (Naw or labels are not acceptable .) file Form 4466 within 2 th months after the required installment based on the prior 0
IRS Reports Clearance Officer, TR :FP ; or contracts for which life insurance reserves York City and courniesof Holtiville . WOD501 a G ive a copy of Form 1 120L to the taxpayer end of the tax year and before the -year's tax. If you attach Form 2220, be sure

the Office of Management and Budget, are maintained; (2) amounts set aside and Nassau . Rockland . Suffolk. in addition to the copy filed with IRS. corporation files its tax return . to check the box on line 16, and enter th e

Paperwork Reduction Project, Washington. held at interest to satisfy obligations under
and Westchester) Tax return preparers should be familiar 5. Timing Change In Deducting Accrued amount of any penalty on that line . 11

DC 20503 . contracts which do not contain permanent New York (.it the, countiesi). with their responsibilities. See Pub. 1045. Expenses.-Generally, an accrual basis Overstated Tax DePOSItL-If deposits are 0
guarantees with respect to life . accident, or Connecticut. Maine, Information for Tax Practitioners. for more taxpayer can deduct accrued expensesin overstated, the corporation may be subject 1%
h Massachusetts New Andorer . PAR 05501

details. the tax year that all events have occurred to a penalty of 25% of the overstatedlith contingencies shall not be included in Hampshire . Rhiide Island.
General Instructions all life insurance reserves (section Vermont that determine the liability, and the amount deposit claim. See section 6656(b) .
Purpose of Form.- Form 1120L . U .S . Life 816(cXl)) or other reserves required by law Figuring and Paying the Tax of the liability can be determined with Other Penalties .-There are also penalties

Florida Georgi . Atlanta, GA 39901 1 . Accounting Methods.-You must file . reasonable accuracy . that can be imposed for negligence .Insurance Company Income Tax Return. is (section 816(cX3)); and (3) deficiency South 6irolma '
used to report income. gains, losses, reserves shall not be included in either life the return using the accrual method of Generally. however, all the events that substantial understatement of tax, and
deductions . and credits of life insurance insurance reserves or total reserift

. Indiana. Kentucky, MKhipn . Conanswiti: OH 45999 accounting or, to the extent permitted establish liability for the amount are treated fraud . See sections 6653 and 666 1 .
companies

. Mutual savings bank conducting life
Ohio. West Virg...

under regulations, a combination of the as occurring only when economic Other Forms, Returns,

Filing Form 1120L Insurance bushaose
.-Mutual Kamas, New Mexico. Austin. Ix 73301 accrual method with any other method performance takes place . There are

savings Oklahoma. Taxes except the cash receipts and cfisburse~;ents exceptions to this general rule. See section Schedules, and Statements CL
Who Must I-Ille-Every domestic life banks conducting life insurance business

Alsailka .Arizons, California method. 461(h). That May Be Requiredinsurance company and every foreign and meeting the requirements of section (c.,dies of Alpine. A.A.. Unless the law specifically permits, you Interest and Penalties
1. Forms.-The corporation may have to 3Corporation carrying on an insurance 594 are subject to an alternative tax Butt* . calammes. colude, cannot change the method of accounting Interest and penalty charges are described file any of the following :business within the U .S. that would qualify consisting of the sum of : (1) a partial tax Combs Costa. Del Norte, El

used to report income in earlier years (for below
. If a corporation files late or fails t ocomputed on Form 1 120, U .S. Corporation Dorado. Glen , Humboldt. Forms W-2 and W,3. Wage and Tax fee.as a life insurance company if it were a U.S . Lske, LasseTZrin. income as a whole or for any material item) when due, it will be liable for Statement

; and Transmittal of Income and -1corporation must file a return on Form Income Tax Return, on the taxable income Mendocino, Modoc, MOM unless you first get IRS consent on Form pay the ta
x

I 120L. This includes organizations of the bank determined without regard to Nevada. Plawn. PlumeS,
3 penalties unless it can show that failure to Tax Statements . '

described in section 50 I(mXI) that provide income or deductions allocable to the life Sacramento, San Joaquin . Cled". In 84201
115, Application for Change in Accounting file or

pay was due to reasonable cause and Form W-21P. Statement for Recipients of
commercial-type life insurance . insurance department. and (2) a partial tax Shasta, Sierra . Siskiyou, Method. not willful neglect.

Sol . . Sonoma. Suit.. 2. Rounding Offto Whole-Dollar Annuities
. Pensions, Retired Pay, or IRA

To qualify as a life insurance company . a on the taxable income computed on Form T.hr~, Trinity . Yok,. ..it InteresL-Interest is charged on taxes not Payments.

company must meet the startut I 120L of the life insurance department . Yuba), Colorado. Idaho,
Amountai may show money items on paid

by the due date, even if an extension of Form J096. Annual S maWfend 0
ory Enter the combined tax on line 3 of Morris. . Nebraska, N .. de, the return and accompanying schedules as time to file is granted

. Interest is also Transmittal of U .S. Informamtoon turns .requirements specified in section 816 . The Del* whole-dollar amounts . Tocloso. dropan yNorth is. s
41Zh amourit less than 50

cents and increase any charged on penalties imposed for failure to Form 109& Morcompany must be an insura Schedule
J. Form 1 120 . Attach Form I 120L Dakota, Utah . tpp Interest

nee company as a schedule and identity it as such. file, negligence, fraud. gross valuation
engaged in the business of issuing life wyorhina amount from 50 cents through 94.3 cents to Statement. This forntis used to report the

overstatements, and substantial receipt from any individuill of $600 or moreinsuraince and annuity contracts and must Insurance companies other than tire Csfiftmaxi (.11 other --ties), F- . CA 935M the next higher dollar
. understatements of tax, from the due date

meet the reserves test specified in section Insurance compamilles.-Insurance Hawaii 3. Depositary Method of Tax Payment .- (including extensions) to the date of
of mortgage interest in the course of the

816(a). companies that do not qualify as life Illinfal,
lows. mi. The corporation must pay the tax due in full payment . The interest char corporation's trade or business for any

The term .-insurance compai means insurance companies should file.Forrn Kansas City . AID 154999 -ge is figured at a Callender year .when the return is filed but no later than 2% rate determined under section 6621 .
Formis 10994 A DIV. 111irr. MISIl

any company more than half of the business 1120-111C, U.S. Property and Casualty months after the end of the tax year .
a Company Income Tax Retum.A Aboams, Arkeressa. Lassessains. Late Filing of Retuni corporation that DID. PAM R, andS. Information returns

of which during the taxable year is the Insuranci Mosissippi North Carolina. Mmphi,,TN37501 Deposit corporation income tax payments fails to file Its return when due Qncluding for reporting abandonments, acquisitions
=Insurance or annuity contracts or burial Or funeral benefit insurance company Timnesses' (and estimated tax payments) with a extensions) may be subject to penalty of through foreclosure, proceeds from brokersthat direa-

a
ring of risks underwritten by Aly manufactures funeral supplies Federal Tax Deposit Coupon JIForm 8109~

. 5% a month or fraction of a month, up to a
insuran

-
ce companies . or performs funeral services is, taxable under D"i b'drid of Philadelphia. PA 19255 Be sure to darken the '1 120 box on the and better exchange transactions. real

n 1120 PC
Columba. Maryland. maximum of 25%, for alischirsontl the I transactim,cartatindivided arid

The life insurance business of a section 831 and should file Forn - P-yNivirs, Wen. Pap 2 return IsM filed. The peratty is Imposed distributions, Interest paymords . pay. or
company includes the Issuer= of life
insurance and ainnuitypontralFbietithe



for certain fishing boat crew members. 2. Returns . produced by the taxpayer, including costs customers in the ordinary course of the dispositions ofsuch property occurring such amounts are not fixed in the contract
medical and dental health care payments

. Consolidated Returns .-If an affiliated allocable to long-term contracts under taxpayer's trade or business ; (2) during anyyear exceeds $5 million. See but instead depend on the company's
direct sales of consumer goods for resale, group of corporations includes one or more section 460. For inventory costs the change depreciable or real property used in the section 453A for more information. experience or the management's discretion .
miscellaneous income payments, domestic life insurance companies taxed is effective for taxyears beginningafter ta~payer's trade or business ; (3) certain Special rules for section 818(c) Line 2 . Decrease In reserves.-If there is a
nonemployee compensation, original issue under section 801 . the common parent may 1987, and is treated as a change in copyrights. literary, musical or artistic property.-See section 818(c) (relating to decrease in reserves, you cannot complete
discount, patronage dividends, and total elect to treat those companies as includible accounting method initiated by the taxpayer compositions : (4) accounts or notes property held on December 31, 1958, and line 2 until you do the following: (1) pencil indistributions from profit-sharing plans. corporations. The life insurance companies and made with IRS consent. Any recewable acquired in the ordinary course certain substituted property acquired after the amount from line 8 . Schedule B, on lineretirement plans

. and individual retirement must have been members of the group for adjustment requited under section 481(a) of a trade or business for services rendered December 31, 1958) and the related 2, Schedule A, to tentatively compute lifearrangements. Also use these returns to the 5 tax years immediately preceding the must be included in income over a period or from the sale of property described in (1) regulations for how to limit the gain from
report amounts that were received as a above; and (5) certain publications of th insurance company gross income ; (2) use

tax year for which the election is made. See not to exceed 4 years. e the sale or exchange of any section 81 8(c) this tentative life insurance company grossnominee on behalf of another person . U .S . Government
. property, income figure to complete Schedule K.section 1504(cX2) and Regulations section 4 . Statements

. For life insurance companies, section Foreign life Insurance companies .-A Company/Policyholder Share Percentage;
For more information, see Pub. 916. 1.1502-47(d)(12)

. NAIC Annual Statement. -Regulations 818(b)modifies the above definition so that and (3) complete Schedule B . Afte r
Information Returns

. Note: Ifan election under section section 1 .6012-2(c) requires that the NAIC foreign life insurance company that sells a 0
Note: Every corporation must file only property used in carrying on an

U .S . real property interest must file Form completing steps I through 3, above, eras e
information returns if, in the course ofits

1 504(cX2) is in effect for an affiliated Annual Statement be filed w!th Form 1120L . insurance business will be considered as 0
trade or business, it makes group for the tax year, all items of members

Stock ownership in foreign "depreciable or real property used in the 1120L and Schedule
D (Form 1120) to the numbers penciled in for step I and then -1

fixed or
ss

report the sale . Gain or loss from the sale of enter on line 2 . Schedule A, the net decrease
10

payments of of the group that are not life insurance corporations- taxpayer's trade or busine ."Thus,forlife a U .S . real property interest is considered in reserves shown on line 12, Schedule Brents, commissions, orother companies are not to be taken into account Attach the required statement to Form insurance companies, gains or losses from
0determinable income (see section 6041) in figuring the tentative fife insurance

1 120L if the corporation owned 5% or more the sale or exchange of
depreciable assets of effectively connected with the conduct of a Line 3 . 10% of certain decreases i n

totaling $600 or more to any one person company taxable income otmembers that in value of the outstanding stock of a any business other than ani U
.S . business, even though the foreign life reserves .-Section 807(f)(1) provides that -1

during the calendar year are life insurance companies . insurance insurance company does not carry on if the amount of any item referred to in 0)
Form 5452. Corporate Report of foreign personal holding company and the business will be treated as gains or losses is an y

Nontaxable Dividends . The parent corporation of an affiliated corporation was required to include in its from the sale or exchange of capital assets
. insurance business in the U .S . and not section 807(c) decreases as a result of a as.

group of corporations must attach Form gross income any undistributed foreign otherwise required to file a U .S . income tax change in the basis used to determine such (D
Form 5498. Individual Retirement Capital Gains and LosseS.-Report capital return. item, 10% of the decrease shall be included851 Affiliations Schedule, to the personal holding company income, See gains and losses on Schedule D (FormArrangement Information. Use thisform to con's-olidated return. For the first year a section 55 1 (c). in life insurance company gross income for

report contributions (including rollover 1 120), Capital Gains and Losses, according Specific Instructions each of the 10 succeeding taxable years .consolidated return is filed . each subsidiary A corporation that controls a foreign to the instructions for that form . Enter o ncontributions) to an individual retirement must attach Form 1122, Authorization and corporation or that is a 10%-or-more Line A Note : Ifa companyceases to qualilyas a
arrangement (IRA) and the value of an IRA line 6, Schedule C (Form 11 20L), the (D

Consent of Subsidiary Corporation to be shareholde ; of a controlled foreign excess of net short-term capital gain over Employer Identification number .-Enter life insurance company, section 807(fX2) 041.
or simplified employee pension account

. Included in a Consolidated Income Tax corporation, or acquires, disposes of, or owns the net long-term capital loss as shown on the corporation's employer identification provides that the balance ofany
Form 5713. International Boycott Return . 5% or more ownership in the outstanding line 9 . Schedule D (Form 1 120) . Enter on number (EIN) . A 6orporation that does not

adjustments under section 807(f) shall be
Report, for persons having operations in or File supporting statements for each stock of a foreign corporation may have to line 5 . Schedule A (Form 1120L) . the net have an EIN should apply for one on Form taken into account in the last tax year the
related to *boycotting" countries. In corporation included in the consolidated file Form 5471, Information Return with SS-4, Application for Employer company is qualified to file Form 1 120L.
addition, persons who partici capital gain shown on line 10 Schedule Dpate in or return . Use columns to show the following, Respect to a Foreign Corporation . (Form 1120). Attach Scheduie D (Form Identification Number . This form may be Line 6. Other amounts.-Enter the total of
cooperate with an international boycott may both before and after adjustments : A domestic corporation or a foreign 1 1 20) to Form I 120L. obtained from most IRS and Social Security all other income not included on lines I
have to complete Schedule A or Schedule B

e Items of gross income and deductions. corporation that is engaged in a trade or Sales of assets used In a trade or business Administration offices . Send Form SS-4 to through 5, if such items are includible in lifeand Schedule C of Form 5713
to compute business in the United States and is and involuntary converslons .-U the same Internal Revenue Service Center insurance company gross income . Also

their loss of the following items : the foreign * A computation of taxable income. se Form
tax credit, the deferral of earnin ofa * Balance sheets as of the beginning and controlled by a foreign person may have to 4797, Sales of Business Property, to report to which Form 1120L is mailed . lf the EIN include all gains reported on Form 4797. 00

If n -D
file Form 5472 . Information Return of a gains and losse from sales or exchanges of has not been received by the filing time for For mutual life companies, if thecont fled I

n corpora

. I
F ISC end of the tax year

. astrade or business and from
00

benerilts . aTroreFIC benefits. Foreign Owned Corporation. assets used in the corporation, write "Applied for" in the recomputed differential earnings amount
e A reconciliation of retained earnings

. Transfers to a corporation controlled by involuntary conversions . space provided for the EIN . (determined under section 809(fX3)) for
Form 8264. Application for Registration e A reconciliation of income per books the transferor.-If a person receives stock With regard to life insurance companies, Line F the preceding taxable year exceeds the 0of a Tax Shelter. This form is used by tax with income per return . or securities of a corporation in exchange section 818(b)(1) provides that, for purposes t differential earnings amount (determine d

shelter organizers to register tax shelters Check the box provided if the corporation is under section 809(aX3)) for such tax year, 'nAttach consolidated balance sheets and a for property, and no gain or loss is of sect on 123 l(a), the term "property used a foreign corporation and has made the he excess should be included on line 6 aswith the IRS for the purpose of receiving a reconciliation of consolidated retained recognized under section 35 1 . the person in a trade or business" includes only
: election under section 953(cX3)(C) to treat other income for the current taxable year . 0

tax shelter registration number
. earnings. (transferor) and the transferee must attach 1 (a) . For property acquired before its related person insurance income as Attach an itemized schedule of all item sForm 827J. Investor Reporting of Tax plans to Form

1 120L the information required by 6/23/94 or after 12/31/87, property used effectively connected with the conduct of a included in the entry on line 6.Shelter Registration Number. This form is
3 . Pension, Profit-Sharing, Etc . .

Regulations section 1 .351-3 . in carrying on an insurance business that is trade or business in the United States

'
A

Employers who maintain a pension proiitused by
taxpayers who have acquired an haring, or other funded deferred Attachments .-In order to process the either real property held for more than 1 foreign corporation making this electi n Deductions, Lines 8 through 14interest in a tax shelter, which is required to s

tion plan, whether or not qualified return we ask that you complete ever ybe registered, to report the tax shelter's compensa yea r or depreciable property held for more should file its return with the Internalo Line 8. Death benefits, etc.-Enter all
registration number. under the Internal Revenue Code and applicable entry space on Form 1120L. than 6 months; Revenue Service Center, Philadelphia, PA claims and benefits accrued and losses

whether or nut a deduction is claimed for Please do not attach statements and write (b) . For property acquired after 19255 . incurred (whether or not ascertained) duringForm 8271 must be attached to any tax the current tax year, generally are required 'See attached" in lieu of completing the 6/22/84 and before
I/l/88, property used Note, Once made, this election shall applyreturn (including an application for tentative to file one of the forms described below . entry spaces on Form 1 120L. the year on insurance and annuity contracts.m

in carrying on an insurance business that i s
refund (Form 1139)oran a endedretum) There are penalties for failure to file these If more space is needed on the forms or either eal property held fortnore than 6

to the taxable year for which made and to all The term "losses incurred (whether or no t
on which a deduction, credit, loss, or other subsequent taxable years unless revoked ascertained)" means a reasonable estimate CL
tax benefit attributable to a tax shelter is forms on time

. schedules, attach separate sheets indicating months or depreciable property held for
with the consent of the Secretary of the both of losses incurred but not reported and

taken, or any income attributable to a tax In add ition there is a penalty for at the top of each attachment the form more than 6 months ; and Treasury . of losses that have been reported, where the
overstating the pension plan deduction. See number or sche;tfule letter of the form or 2 . Timber, coal, and domestic iron ore to amount of the losses cannot be determine dshelter is reported . Ml

Form 8281 . Information Return for section
6659A. hedule being continued . Show the same which section 631 applies . Schedule A - Life Insurance by the end of the taxable year. Losses (A

Publicly Offered Original Issue Discount Form 550O.-Complete this form for information called for on the form in the same For purposes of paragraph
I above, the Company Taxable Income incurred must beadjusted totake into 0-410

Instruments . Thisform isgener~ally required each plan with 100 or more participants . order as on the printed forms . Be sure to term 'property used in a trade or business~ account any salvage and reinsurance 14
show totals on the printed forms

. Please use does not include property includible in
(LICTI) (Section 801(b)) recoveries attributable to those losse sto be filed by issuers of public offerings of Form 5500-C or 5500-R.-Complete sheets that are the same size as the to

inventory, property held primarily for sale to Income, Lines I through 7 together with estimates of salvage an ddebt instruments within 30 days of the the applicable form for each plan with fewer and schedules . Attach these separate smheets customers, or certain copyrights, literary, reinsurance that may be recmered on such 0issuance of the debt instrument. than 100 participants. after all the schedules and forms. Also, put Line 1-Enter gross premiums and other 0.*
Form 8300. Report of Cash Payments Form 5500EL

musical or artistic compositions, letters, consideration received on insurance and . losses in future years. This estimate --Complete this form for the corporation's name and employer memoranda and similar property
. annuity contracts less return premiums and includes the estimated value of unaccrued 0Over $ 10,000 Received in a Trade or a one participant plan. identification number [EIN) on each sheet

. Report ordinary gains and losses from premiumsand ther consideration paid for su brogation claims contested by thir dBusiness . Generally, this form is used to Note : Contributions to a pension or arm ity
0

Note : Section 807(c) provides that the (A
report the receipt of more than $ 10,000 in plan represenft past service costs areuno Sales and Exchanges of Life Form 4797 on line 6, Schedule A (Form indemnity reinsurance. parties.

w
11201.) . Gross premiums and other consideratio ncash or foreign currency in one transaction subject to the unlionin capitalization rules of Insurance Company Property Note

: New rules apply to installment sales includes advance premiums, deposits, fees, amount of the unpaid losses (other than(or a series of related transactions) . section 263A or the long-term contract Capital Assets Defined.-Except for those for nondealers offoroperly that is used in a assessments, consideration received for losses on life insurance contracts) shall beForm&M. Information Return for rules ofsection 460. Thus, an allocable . assets specifically excluded by section taxpayer's trade or business or held for the assuming liabilities under contracts not the amount of the discounted unpaid lossesDetermination of Life Insurance Company share ofaflotherwise allowablepensi
.
on 122 1, each asset held by a corporation production ofrental income if the sales issued by the company, and deny amount as defined in section 846. See theEarnings Rate Under Section 809. This costs. whether they relate to current or past (whether or not the asset is connected with price is greater than $150,000. An interest treated as premiums receive under section instructions on page 6 regarding theform is filed by all mutual life insurance senirces, must be included in the basis of its business) is a capital asset . Section 1221 charge is imposed an the tax that is 808(e) (see Schedule E instru tions below) . discountinglorovisions .companies and the 50 largest stock life property produced or held for resale, provides that the term 'capital asset" does deferred under the installment method to Return premiums include a mcounts Line 10. 10% of certain Increases Ininsurance companies, as determined by the including property the taxpayer produces not include: (1) inventory or property held the extent the outstanding face amount of rebated or refunded due to policy reserves.-Section 807(f)(1) provides thatSecretary of the Treasury, to gather underaiiang-term contract This change in by the taxpayer primarily for sale to installment obligations arising from all cancellations ord if the amount of any item referred to ininformation to compute the 'differential the low is efiective for costs incurred after ue to incorrectly

c mputed premiums, but do not include section 807(c) increases as a result of aearnings ride." 1987 forproperly (other than inventory) Page 3
Page 4 amounts returned to policyholders when change in the basis used to determine suchr



4111

item, then 10% of the increase shall be 14 as a deduction in computing life For special rules for contributions of experimental costs under section 174, Business startup expenses .-Business the operations loss deduction for the taxable
allowed as a deduction in computing life insurance company taxable income for the inventory and other property to certain intangible drilling costs for oil and gas and startup expenses are required to be year which reduces the life insurance
insurance company taxable income for each current taxable year . organizations, see section 170(e)(3) and geothermal property, and mining exploration capitalized unless an election is made to company taxable income (computed without
of the 10 Succeeding taxable years . . Attach an itemized schedule of all items Regulations section 1 . 170A-4A . . and development costs . Temporary amortize them over a period of 60 months . regard to the small life insurance company

Note : If a company ceases to quality as a included in the entry on line 14 . On the Charitable contributions of scientific Regulations section 1 .263A . IT specifies See section 195 . deduction) for the year to zero .

life insurance company, section 807(f)(2) attached schedule, deductions attributable property used for research .-A corporation other indirect costs that may be currently Amortizable bond premiums.-No See section 844 for special loss carryover

provides that the balan6e ofany . to a noninsurance business should be (other than a personal holding company or a deducted and those that must be capitalized deduction for an amortizable bond premium rules for an insurance company that has

adjustments under section 807(f) shall be segregated from all other deductions. service organization) can receive a larger with respect to production or resale is allowed under section 17 1 . However, see changed its form of organization or has had

taken into account in the fast year that the If the corporation claims a deduction for deduction for contributing scientific property activities . For more information, see section 81 1(b) for the rules relating to the a change in the nature of its insurance

company is qualified to file Form I 120L. depreciation or amortization, attach Form used for research to an institution of higher Temporary Regulations section 1 .263A-IT . treatment of amortizable bond premiums by business .

Line 12. Consideration paid for 4562, Depreciation and Amortization . education . For further information, see Meals and entertainment- The amount life insurance companies . Note: Section 810 is treated as a

assumption by another person of If the corporation claims a deduction for section 170(e) . deductible for business meals and Net operating loss deduction .-No net continuation ofsection 812 (as in effec t

liabilities under insurance, etc., timber depletion, attach Form T (Timber), Documentation required for certain entertainment is generally limited to 80% of operating loss under section 172 is allowable before the enactment of the Tax Reform Act 0

contracts-EnteT the total consideration Forest Industries Schedules . contributions.-For contributions made in the amount otherwise allowable . In addition, for life insurance companies ; instead, the of 1984) .

paid by the company to another person property other than money
. attach a meals may not be lavish or extravagant ; a 0

Limitations on Deductions provisions of section
810 relating to the ce Schedule 8 - Increase or "I

(other than consideration paid for Cla schedule showing the name of each bona fide business discussion must occur operations loss deductions of life insuran (Decrease ) In Reserves
indemnity reinsurance) for the assumption le contributions .-A deduction is organization to which such a contribution during, immediately before . or immediately companies apply . For more information, see

r'tab'by such person of liabilities under insurance allowed for charitable contributions or gifts was made and the amount of the after the meal ; and your employee must be the instructions for line 16, Schedule A . ection807), 0
and annuity contracts (including actually paid within the tax year to or for the contribution . Describe the kind of property present at the meal . Trademark and trade name expenses- Section 807 requires life insurance 1%

supplementary contracts) . use of charitable and governmental contributed and the method used in Special rules apply to deductions for The deduction for amortization of trademark companies to determine whether certain 0)

Line 13 . Dividends reimbursable by
organizations described in section 170(c), determining its fair market value . If you tickets to entertainment activities . With the and trade name expenses has been repealed reserves decreased or increased for the 0-0.

taxpayer
. and for any unused contributions carried include a contribution rarryover, show the exception of certain charitable sporting for expenses paid or incurred after 1986. - taxable year. A net decrease will be treate d
--Enter the amount of over from prior years. amount and how it was determined . events, the deduction for the cost of a ticket Foreign Intangible drilling costs and as includible in gross income, while a netpolicyholder dividends paid,or accrued by Corporations on the accrual basis may If you made a qualified conservation is limited to the face value of the ticket .

another insurance company for policies the elect to deduct contributions paid by the contribution under section 170(h), include A limitation on the amount deductible for mining and development costs
.-Foreign increase will be treated as a deduction

taxpayer has reinsured and that are intangible drilling costs and mining and allowable in computing life insurance
reimbursable by the taxpayer u 15th day of the 3rd month after the end of the fair market value of the underlying the rental of a luxury skybox is being phased development costs must either be added to company taxable income .

riderthe the tax year if the contributions are property before and after the donation . in beginning in 1987 and will become fully the corporation's basis for cost depletion or The net increase or net decrease i nterms of the reinsurance contract . 0-0.

Line 14 . Other deductions
.,- authorized,by the board of directors during Describe the conservation purpose effeEtive in 1989 . If the taxpayer rents a be deducted ratably over a 10 year period, * reserves is figured by comparing the opening CEnterthe the tax year. Attach to the return a furthered by your donation and the type of skybox in the same arena for more than one For more information, see sections 263(i), balance for reserves to the closing balanc e

total of all Other deductions (including the declaration, signed by an officer, stating legal interest contributed. event. the deduction is limited to the sum Of 616, and 617. for reserves reduced by: (1) the
amortization of premiums under section that the resolution authorizing the Section 263A uniform capitalization the face value on non-luxury box seats fo r
81 1(b)) not included on lines 8 through 13, contributions was adopted by the board of rulis.-Many items that were deductible the seats in the box covered by the lease

. In Certain travel and entertainment policyholders' share of tax-exempt interest .
(A

to the extent that such items are deductible directors during the tax year . Also attach a , under prior law must now be capitalized or the 1988 tax year: % is disallowed . Both the expenses
.-Generally, a corporation and (2) for mutual life companies, the

in computing life insurance company cannot deduct an expense paid or incurred excess, if any, (shown an line 8, Schedule E)

taxable income . Include the it amount of copy of the resolution
. included in inventory under the uniform limitation on tickets to entertainment for a facility (such as a yacht or hunting of the differential earnings amount ove r

tote The total deduction allowable in any year capitalization rules of section 263A . The activities and the limitation on sky bo xdeductions for a noninsurance business lodge) that is used for an activity that is deductible policyholder dividends
(defined in section 806(bX3)). may not exceed 10% of life insurance rules require corporations to capitalize or rentals is calculated before the applicatio n

company taxable income computed without include in inventory certain costs incurred in of the 20% reduction required by section usually considered entertainment, determined without regard to section 809.

Note: Effective for taxyears beginningafter 274 See Pub . 463, Travel, Entertainment . amusement or recreation. However, the For rules dealing with the method of

December 31, 1987, a deduction for regard to : connection with the production of real and and Gift Expenses, for details . corporation may be able to deduct such an computing reserves on contracts where co

additions to a reserve account for vacation . the deduction for charitable contributions- personal tangible property held in inventory expense if the amount is treated as interest is guaranteed beyond the end of th e

pay is limited to the vacation pay that is a the deduction for policyholder dividends : or held for sale in the ordinary course of Transactions between related compensation and reported on Form W-2 tax year, see section 81 I(d).

paid during the current taxable year or . the deduction for dividends received; - business. Tangible personal property taxpayers .- for an employee or on Form 1099-MISC for Reserve adjustments are not treated as
produced by a taxpayer includes a film, Generally, an accrual basis taxpayer may an independent contractor . interest expenses for allocation purposes

within 2~6 months after the close of the a the small life insurance company sound recording, videotape, book, or similar only deduct business expenses and interest Line 16 . Operations losstaxable year of the employer with respect to deduction
; under section 864(c). See section 818(f).

property . The rules also apply to personal owed to a related party in the year the deduction .-Enter the amount of any Line 1 . Life Insurance reserves.-For 0which the vacation pay was eamed by the e any operations loss carryback to the property (tangible and intangible) acquired payment is included in the income of th e
employees. taxable year under section 810 ; and for resale . Taxpayers subject to the rules are related party, See section 267 for limitation operations loss deduction allowable under rules dealing with the method of computing 1%

section 810. To determine the loss from life insurance reserves, see sections 807(d )
The change from the reserve method is 9 any capital loss carrylback to the taxable required to capitalize not only direct costs on deductions for unpaid expenses and operations for any taxable year, subtract and (e) . Section 807(dX2)(B), as amended 3.

treated as a change in method of year under section,1 212(aX 1) . but also an allocable portion of most indirect interest. line 7 . Schedule A , from the total allowable by the Act of 1987, provides that th e
accounting initiated by the taxpayer and Charitable contributions in excess of the costs (including taxes) that benefit the Section 291 limitations .-Corporations
made with IRS consent. The net amount of 10% limitation may not be deducted in the assets produced or acquired for resale

. deductions modified as follows : (1) No interest rate used to compute life insurance
may be required to adjust deductions for operations loss deduction is allowed ; (2) reserves is the greater of the applicabl e

the adjustment required by the change in current taxable year but may be carried over Interest expense paid or incurred in the depletion of iron ore and coal, intangible You must figure the dividends-received Federal interest rate or the prevailing state
accounting method equals the excess of the to the next 5 taxable years . A contribution course of production must be capitalized drilling and exploration and development deductions allowed by sections 243, 244, assumed interest rate . See Revenue Ruling
amount in the reserve at the end of the year carrywer is not allowed, however, to the and is governed by special rules . The costs, bad debt cleductions for financial and 245 without regard to section 246(b), 88-16 I .R .S . 1988-10.
preceding the year of the change over the extent that it increases an operations loss uniform capitalization rules also apply to the institutions, and the amortizable basis of (as modified by section 805(aX4)). This loss Une 2. Unearned premiums and unpaid CL
amount accrued at the end of the year deduction . production of property constructed by a pollution control facilities. See section 291 from operations then becomes an , losses.-For purposes of sections 807 an d
preceding theyear ofichange andpaid Special rule for contributions of certain taxpayer for use in its trade or business or in to determine the amount of the adjustment . operations loss deduction to be carried back 805(aXI) the amount of the unpaid losses
within 2~i months after the close of that property.-For a charitable contribution of an activity engaged in for profit .
year. The ret amount of the adjustment

Golden parachute payments.-A portion or over to another taxable year. (other than losses on life insurance
property, you must reduce the contribution Section 263A does not apply to personal of the Payments made by a corporation to The operations loss deduction for a given contracts) shall be the amount of th e

reduced by the balance in the suspense by the sum of: property acquired for resale if the taxpayer's key personnel that exceeds their usual s taxable year is the total of the operations discounted unpaid losses determined under 0.41.
account undersection 463(c) must be 1. The ordinary income or short-term annual average gross receipts are compensation may not be deductible . Thi loss carryovers and carrybacks to that section 846 . -1included in income as follows : 25% for the capital gain that would have resulted $10,000,000 or less. It does not apply to occurs when the corporation has an taxable year. Generally, you may carry In general, section 846 provides that the
yearofchange, 5% in the firstyearafter if the property had been sold at its timber or to property produced under a agreement (golden parachute) with thes e
the year of change, 3596 for the 2ndyear loss from operations back to each of th: 3 amount of the discounted unpaid losses

after the year ofchange, and 35% in the fair market value, and long-term contract. Special rules apply for key employees to pay them these excessive preceding the year of the loss and shall be computed separately by each line
3rdyear after theyear of change . However, 2. All of the long-term capital gain that farmers. The rules do not apply to property amounts if control of the corporati . years Ion - over to each of the 15 years following the of business (except that the multiple peril

would have resulted if the property which is produced for use by the taxpayer if changes . See section 280G for additional year of the loss. Alternatively. you may lines shall be treated as a single lino ofifRev. Proc. 84-74 1984-2C.B. 736 had been sold at its fair market value . substantial construction has occurred before information. make an irrevocable election to forego the business) and by each accident year andrequires the adjustment to. be taken into The reduction for long-term capital gain March 1, 1986. Nondeductible Items carryback period and carry the loss over to shall be equal to the present value of suchaccount over a period of less then 4 years,
applies to: In the case of inventory, some of the

the adjustment is to be included in income indirect costs which may not have been Certain Interest expenses
.-No deduct,o each of the 15 years following the year of losses determined by using: (1) the amount

ratably over the shorter period. See section 1 . Contributions of tangible personal
n the loss. If the company is a new company of the undiscounted unpaid losses ; (2) the

10201 of the Revenue Act of 1987 (*Act of I property for use by an exempt capitalized before the Tax Reform Act which is allowed under section 163 for interest on for the loss year, the loss may be carried applicable interest rate ; and (3) the

1987') for more information . organ.eation for a purpose or function must now be capitalized are administration the items described in section 807(c) . over to each of the IS years following the applicable loss payment pattern . Special
unrelated to the basis for its exemption* expenses, taxes, depreciation, insurance Addition to reserves for bad debts .-No year of the loss. rules apply with respect to unpaid losses

For mutual life companies,
if
the and costs. compensation paid to officers deduction is allowed for an addition t o

differential earnings amount (determined The amount
.of the loss that may be carried related to disability insurance (other than

2 . Contributions of any property (except attributable to services rework labor, and reserves for bad debts . However, a to each succeeding year in the carryback or credit disability insurance), noncancelable
under secl ion 809(aX3)) for the preceding contributions to pensio~, stock bonus, and deduction for specific bad debts is allowable carryover period is the amount by which the accident and health insurance, cancelable
taxable year exceeds the recomputed stock for which market quotations are certain profit-sharing , annuity, or deterred if the requirements of section 166 are met . loss exceeds the sum of the offsets for each accident and health insurance, and to the
differential earnings amount (determined readily available - see section compensation plans. Current deductions
under sect ion 809(fX3)) for such taxable 170(eX5)) to or for the use of certain I be lainned for research and of the earlier tax years to which the loss may international and reinsurance lines of

year, the excess should be included on line on
.vate foundations . (See section 170(e) may c Page

5 Page 6
be carried . The term ;offset; means, with business. With regard to the special rules

and Regulations section 1 . 170A-4.) respect to any taxatil year, heincreasein for discounting unpaid losses on accident



and health insurance (other than disability Note: An insurance company's treatment of required under section 81 1(b) . The Policyholder dividends include all amounts Schedule G - Dividend Income Line 8, column (a) .-Enter dividendsincome insurance), unpaid losses are salvage in determining its paid and unpaid aporopriate amortization of premium and paid or credited (including an increase in received from wholly owned foreiassumed to be paid in the middle of the losses is a method ofaccounting for Federal accrual of discount attributable to the benefits) where the amount is notfixed in and D I
vidends- Received subsidiaries that qualify for the 18;%year following the accident year . income tax purposcs . In general, companies taxable year on bonds, notes

. debentures, the contract but depends on the company's Deduction deduction under section 245(b), but only toAs a rule, the amount of the undiscounted that did not previously treatsalvage in or other evidence of indebtedness held tiy a experience the management's Line 1, column (a).-Enter dividends the extent that such dividends areunpaid losses means the unpaid losses accordance with the provisions ofsection
life insurance company should be discretion, polus all excess interest, premium (except those received on debt-financed distributed out of tax-exempt interest or outshown in the annual statement . However, 1 .832-4Tmust change their method of determined

: (a) in accordance with the adjustments, and experience-rated refunds . stock acquired after July 18, 1984) of dividends which do not quality as 100%unpaid losses must be adjusted to take into accounting for the first tax year beginning method regularly employed by
the Furthermore, under the provisions of received from less-than-20%-owned dividends. In general, the deduction underaccount estimated recoveries on account of after December 31, 1987. The *Fresh

company, if such method is reasonable, and section 808(e), any policyholder dividend domestic corporations subject to income section 245(b) applies to dividends paid outsalvage and reinsurance attributable to those Start'provision ofsection 1023(e) of the (b) in all other uses, in accordance with whi h increases either the cash surrender tax and that qualify for the deduction of the earnings and profits of a foreignlosses . If the amounts shown in the annual Tax Reform Act of 1986, is not applicable to regulations prescribed by
the Secretary of valuce of the contract or other benefits allowable under section 243(a)(1), corporation for a tax year during which : (1)statement were determined on a discounted the adjustments required as a result of such the Treasury. Market discount is not payable under the contract, or which Include on line

1, column (a), taxable all of its outstanding stock is ownedbasis and if the extent to which these losses a change of method. See Temp. Reg. required to be accrued under the provisions reduces the premium that otherwise has to (directly or indirectly) by the domestic 0were discounted can be determined on the 1 .8324T(d)(1), and Announcement 88-99 of section 81 1(b). Attach a statement distributions from an IC-DISC or forme r
be paid, is treated as having been paid to

DISC that are designated as being eligible corporation receiving the dividend, and (2 )basis of information disclosed on or with the 1988-281.R.B . 38 . showing the method and computation used . the policyholder and returned by the 0com
for the section 243(a)(1) deduction and all of its gross income from all sources i sannual statement, the amount of the Note : Any insurance company required to Note : The Technical Corrections and policyholder to the pany as a premium . certain dividends of Federal Home Loan effectively connected with the conduct of aundiscounted unpaid losses must be discount unpaid losses undersection 846, Miscellaneous Revenue Act of 1988 ('Act When this happens, such amounts must be Banks (see section 246(a)(2)) . For trade or business within the U .S . Als orecomputed to eliminate any reduction is allowed an additional deduction . To claim of .1988")amendedsectlon 1011(d)ofthe reported as income on line 1, Schedule A . include on line 8 . column (a), all dividends 0attributable to such discounting, In no event an 84 7 deduction, include it on fine 14, The Tax Reform Act of 1986 to increase the dividends received from a regulated

c n the amount of discounted unpaid losses Generally, a company's deduction for investment company, see section 854 for received from a FSC that are attributable to -1Schedule A andattach a schedule showing tax rate from 28% to 31.6% on anygaT policyholder dividends is the amount the amount that qualifies for the deduction export sales income and that quality for the
0)

determined under section 846 with respect your computation . If this deduction is taken recognized by any insurance company from
actually pa id or accrued during the taxable So-called dividends or earnings received 100% deduction under section 245(c). Do 0-&to any line of business for an accident year you must make a special estimated tax the redemption of any market discount
year. However, mutual life insurance from mutual savings banks, money market pot include dividends received from a lif eexceed the aggregate amount of unpaid

payment. See the instructions for line 14b bond issued beforeJuly 19, 1984 and companies must reduce this amount by the certificates, etc., are really interest and insurance company .losses with respect to any line of business for for how to show this payment . See new acquired on or before September 25, 1985 .
differential earnings amount determined sho,ld not be treated as dividends. Line 9, column (a) .-Enter dividends thatan ccident year as reported on the section 847 for details . Line 3. Gross rents.-Enter the gro rents under section 809, Ifa mutuaalslife quality for the 100% dividends-receivedtaxpayer's annual statement

. Line 3. Supplementary contracts.-Enter received or accrued during the taxaXe year. Una 2, column (a).-Enter dividend s
The applicable interest rate for each

I
insurance company's differential earnings (except those received on debt-financed deduction under section 243(aX3) and that

( Dthe amount (discounted at the appropriate Re ated expenses, such as repairs, taxes, and amount exceeds total policyholder stock acquired after July
18, 1984) received are subject to the elective provisions of #.* .calendar year and the applicable loss rate of interest) necessary to satisfy the depreciation should be reported as "Other dividends for the taxable year, the company section 243(b), but only to the extent that C

payment pattern for each line of business obligations under insurance and annuity deductions" on line 14. Schedule A. from 20%.nr-more-owned domestic
are determined by the Secretary of the contracts, but only if such obligations do not Line 4. Gross royalties

.-Enter the gross must reduce its ending reserves by the corporations subject to income tax and that such dividends are distributed out of tax .
Treasury

. The applicable interest rate for involve (at the time with respect to which royalties received or accrued during the amount of the excess, quality for the deduction allowable under exern pt interest or out of dividends that do
1 988, determined under section 846(c) for the computation is made) life, accident, or taxable year . If you claim a deduction for Schedule IF - Differential section 243(c)(1) . not qualify as 100% dividends. Do not
purposes of section 807, is 7 .77% . (Rev. health contingencies, For purposes of this depletion, report it on line 14, Schedule A. Earnings Amount (Section 809) Lin, 3, column (a).-Enter dividends on include dividends received from a lif e

debt-financed stock (acquired after July 18,
insurance company .Rul. 88-16) . The applicable interest rate for item, the appropriate rate of interest is the Line 5. Leases, terminations, etc

.-Enter Section 809 requires mutual life insurance Line 3, columns (b) and (c) .-Dividends1987 and earlier years is 7 .20% . The higher of the prevailing State assumed the gross income received from entering into, 1984) received from domestic and foreignapplicable loss payment patterns have been
;nterest rate as of the time such obligation companies to reduce (but not below zero) corporations subject to income ta received on debt-financed stock are notI altering, or terminating any lease, mortgage, x and thatpublished in Revenue Ruling 87-34, 1987- firs did not involve life, accident, or health or other instrument from which the company their deduction for policyholder dividends would otherwise be subject to the dividends- entitled to the full 70% or 80% dividend s

C.B . 168. The loss payment patterns and contingencies or the rate of interest derives interest, rents, or royalties . by the differential earnings amount (as received cled.uction under section 243(a)(1) received deduction . Instead, the 70% or co
discount factors applicable for 1988 assumed by the company (as of such time) defined in section 809(a)(3)) . If a mutual or 245(a) . Generally, debt-financed stock is 80% deduction is reduced under the co
accident years are published in Revenue Line 7 . Gross Income from a

trade or life insurance company's differential stock that the corporation acquired and in provisions of section 246A by a percentagein determining the guaranteed benefit
. In busine,s other than Insurance-Enterthe earnings amount exceeds the total doing so, incurred a debt (for example, it that is related to the amount of debtRuling 88-63, 1988-31 I.R .B . 5. However, no case

. however, shall the amount so gross income from any business other than policyholder dividends for a taxable year, borrowed money to buy the stock) . incurred to acquire the stock. Also seeunder the provisions of section 846(e), determined for any contract be less than an insurance business carried on by
the life the excess is treated as a reduction to the Line 4, column (a).-Enter dividends section 245(a) before making thi scorporations having sufficient historical the net surrender value of such contract

. insurance company, or by
a partnership of closing reserves balance for purposes of received on the preferred stock of a less- computation for an additional limitation 'nexperience to determine a loss payment Line 4

. Dividend accumulations and other which the life insurance company is a subsections (a) and
(b) of section 807 .

t a
which applies to dividends received fro mpattern may, under certain circumstances, amounts .-Enter the total dividend partner. Include on this line section 1245, h n,20%-owned public utility that is subject

0elect to use their own . If
such an election is accumulations and other amounts held at section 1250, and other ordinary gains on The differential earnings rate and the to income tax and is allowed the deduction foreign corporations . For more information ,

made
. the loss payment patterns will be interest in connection with insurance and assets used in a noninsurance business from recomputed differential earnings rate for provided in section 247 for d

ivide see section 246A . Attach a schedule
ds paid

. showing how the dividends-receivedbased on the most recent calendar year for annuity contracts
. Form 4797. See the instructions under 'Sale each taxable year are determined by the Line 5, column (a)

.-Enter dividends deduction on debt-financed stock waswhich an annual statement was filed before Una
5. Advance premiums.-Enter the of Assets used in a trade or business and Secretary of the Treasury on the basis of received on the preferred stock of a 20%- computed

.
the beginning of the accident year

. No total premiums received in advance and involuntary conversions," above . If you claim information submitted by the 50 largest or-more-owned-public tility that is subjectelection under section 846(e) shall apply to liabilities for premium deposit funds
. expenses related to any business other than stock life insurance companies and all to income tax and is allowed the deduction Line 4, columns (b) and (c).-Forany international or reinsurance line of mutual life insurance companies

. Neither dividends received on certain preferredbusiness. It the corporation elects to use its Una 6.Special contingency reserves- an insurance business, report them on line provided in section 247 .
own loss payment pattern, be sure to check Enter the total reasonable special

1
4, Schedule A. the differential earnings rate nor the Line 6, column (a).-Enter the U .S.

stock of less-than .20%-owned public
the 'Yes* column for question Q in contingency reserves under contracts of Line 9. Tax-exempt Interest-Enter the recomputed differential earnings rate can source portion of dividends received from utilities, the dividends-received deductio n
Schedule Q . Additional Information group term life insurance or group accident total amount of tax-exempt interest income be a negative rate. See Notice 88-106, less-than-20%-owned foreign corporations percentage is 41 .176%. CL
Required . For more information regarding and health insurance which are established received or accrued during the taxable year. 1988-40 I .R .B . 17. The Service publishes and that qualify for the 70% deduction Multiply the dividends received by the
this election . see section 846(e). and maintained for the provision of Tax-exempt interest does not include both tentative and final differential under section 245(a) . To quality for the proper percentage and enter the total i n

Section 807(dX4XAXii) permits an insurance on retired lives, for premium interest received on securities acquisition earnings rates as this information is 70% deduction, the corporation must own line 4, column (c) . 5,
stabilization, or for a combination thereof. loans as defined in section 133(b) . developed . For 1986, the tentative at least 10% of the foreign corporation's Line 5, columns (b) and (c) .-For (Aelection to recompute Federal interest rate differential earnings rate was 10 .837% and dividends received on certain preferred 0-0every 5 years . In general, a life insurance Una 8. Increase (decree") In reserves- Una 11 . 100% qualifying dividends- stock by vote and value. Also enter on line

company would apply the greater of the In figuring the amount shown on line 8, any Enterthetotal amount of dividends for which the final differential rate was 10 .539%. 6, column (a), dividends received from a stock of 20%-or-more-owned public -1
applicable Federal interest rate (AFIR) or decrease in reserves must be computed the percentage used to determine the The tentative recomputed differential foreign sales corporation (FSQ that are utilities, the dividends-received deduction C

without any reduction of the closing balance deduction allowable under sections 243 earnings for 1986 is zero and the tentative attributable to income treated as effectively percentage is 47 .059% .the prevailing state assumed interest rate differential earnings rate for 1987 is 0of section 807 reserves by the 244, and 245(b) is 100% . Do not inclu~li connected with the conduct of a trade or Line 6, columns (b) and (c).-The .for the calendar year in which the contract 3 .647% . The final differential earnings rate business within the U .S . (excluding foreign dividends-received deduction percentagesis issued and the following 4 calendar years. policyholders'share of tax-exempt interest. dividends to the extent that they are funded for
1987 is 3 .676% (Rev . Rut . 88-80). trade income) and that qualify for the 7096 for line 6 are : (1) 70% for dividends fromIn the fifth calendar year after the ca lender See the instructions for line 2, Schedule A . with tax-exempt interest or dividends that 0

year in which the contract was issued, they Note : If the basis for determining the would not qualify as 100% dividends in the To compute the differential earnings deduction provided in section 245(c)(lXB) . foreign corporations allowed the deduction
amountoferry item referred to in section hands of the taxpayer . See section 812(a). amount for 1988, multiply the average Una 7, column (a).-Enter the U .S . under section 245(a) ; and (2) 70% forwould begin usingthe AFIR in effect for that equity base (line 14, Schedule F)

by the source portion of dividends received from dividends from certain FSCs for which thefifth calendar year or the prevailing state 807(c) (life insurance reserves, etc.) at the Note: Multi-tiered corporate affangerrients
differential earnings rate for 1988. Enter 20%-or-more-owned foreign corporations deduction is allowed under sectionassumed interest rate for the calendar year end ofthe taxyear diflem from the basis for cannot be used to chow the character of
the result on line 15, Schedule F. When and that qualify for the 80% deduction 245(cXlXB) .in which the contract was issued whichever the determination at the beginning of the the tax-exempt interest and dividend s

.
ter. This rate would then ;;main in taxy-1,- section 807(f). received in an attempt to avoid exclusion. determi n ing the equ ity ba se, no item shou Id under section 245(a). Also enter on line 6, Note: To qualify for the section 245(a)

is be taken into account more than once, column (a), dividends received from a deduction, the corporation must own ateflegfor the 4 years after that . For each Schedule C-Gross Investment Schedule E-Policyholder See section 809 for definitions, foreign sales corporation (FSQ that are least 1096 of the stock of the foreignsubsequent 5 year period a similar Income (Section 812(d)) Dividends (Section 808) co putational information, transitional attributable to income treated as effectively corporation by vote and value . Therecomputation would be required. Once
m deduction is computed on theU.S. sourcemade . the election is effective for contracts Una 1 . Interest.-Enter on line I the total The term 'policyholder dividend* is defined rules, and special adjustments that may be connected with the conduct of a trade o rissued during that calendar year and any taxa ble interest received or accrued duri ng as a ny dividend or similar distribution to required. business within theU.S. (excluding foreign portion of the dividends.

subsequent years, and may only be revoked the tax year, less any amortization of policyholders in their capacity as such . trade income) and that quality for the 80% Una 7, columns (b) and (c).-The
deduction provided in sections dividends-received deduction percentage s.A with the consent of the Secretary . premium, plus any accrual of discount Page 7 Page 8 245(cXl)(B) and 243(cX2). for line 7 are 80% for : (1) dividends from



foreign corporations allowed the deduction not distributed out

.
of tax-exempt interest or estate) does not constitute the active Note : In -ompu(ing the amount entered on December 31, 1983, will continue to Line 2e .-Enter the total amount to be

under section 245(a); and (2) dividends out of dividends that do not qualify as 100% conduct of a trade or business. or (2) it line 8, ~n,v decrease,r. reserves must be maintain the account. For tax years subtracted from the policyholders' surplus

from certain FSCs for which the deduction dividends, or because they were Daid by a involves the performance of administrative computed without any reduction of the beginning after December 31, 1983, no account under the provisions of sectio n

is allowed under section 245(c)(lXB). life insurance company . services in connection with plans providing closing balance of section 807 reserve additions can be made to this account ; 815(d)(2) as it was in effect prior to the

Line 10, column (c) Note : Certain dividends received by a life insurance, pension, or accident and items byliie policytio:ders'share of tax. however, the account must be decreased by enactment of the Tax Reform Act of 1984 .

Limitation on Dividends-recelved
foreign corporation are not subject to

health benefits . exempt interest. the amounts specified in section 815(dX3) . At that time, section 815(d)(2) provided

proration. Attach a schedule showingyour For purposes of the assets teit, the Lines 10-19 .-Lines 10 through ' 19 are Further, section 815(f) provides that, in that if, for any taxable year, a taxpayer is

deduction worksheet computation .
assets of all members of a controlled group ised to compute the policyholders share general, the provisions of subsections (d), not an insurance company

,
or if for any two

Generally, line 10 of column (c) may not Line 14, column (a).-Enter the total of as defined in section 806(c)(3), must be amount . F ;!st, lines 10iti .ough 17 are (a), (f), and (g) of section 815 as in effect successive taxable years a taxpayer is not a

exceed the amount from the worksheet other dividends received . Attach a schedule included, regardless of whether or not they .
completeoto compute gross investment before the enactment of the Tax Reform Act life insurance company, then any balance

below. However, in a year in which a loss are life insurance companies, For income's proportionate
. share of of 19114 continue to be applicable in respect remaining in the policyholders' surplus

from operations occurs, this limitation does showing separately : information regarding the valuation of policyholder dividends an line 16: Line 16 is of any policyholders' surplus account for account as of the end of the last taxabl e

not apply even if the loss is created by the a Foreign dividends not reportable on lines assets, see the instructions for Schedule 0, then multiplied by the investment income which there was a balance as of December year that the taxpayer was a life insurance 0

dividends-received deduction . (See sections 6 . 7 . 8, or 13 . Exclude aistributions of Part 1 . ratio. The. result is added to the policy 31,1983, company shall be included in taxable 0

246(b) and 810).
amounts constructively fixed under at are subtracted from the income for such taxable year . -1
Subpart F (sections951 through 964) in the The deduction for qualifying small life interest to compute the policyholders' share Amounts t

h

1 . Add line 2, page 1, and current year or in earlier years . insurance companies is 60% of so much of amount
. wh-ch is entered on line 19 . policyholders' surplus account for a taxable Line 3 .-Enter the total of lines 23 through

line 7 . Schedule A, less
I

the tentative LICTI for the taxable year as Lines 20-26.-Lines 20 through 26 are year are added to a corporation's taxable 2e online 3; however, this total must be

the total of lines8 e
Income constructively received rorn does not exceed $3,000,000.

To the extent used to compute both the company's share income and are subject to the tax imposed limited to the amount shown on line 1,

through 14, Schedule A, controlled foreign corporations under Subpart that tentative LICTI exceeds $3,000,000,
percentage and the policyholders' share by section 801 . Schedule N is used to Schedule N . Also enter this total on page 1,

and without regard to: F
. This should equal the total amount the deduction is phased out . The reduction percentage

. First, net investmerit income is compute both the ending balance in the line 3 .

reported in Schedule J of Form(s) 547 1
. of so mu policyholders' surplus account and th e

the small life insurance in the deduction is equal to 15% ch computed by multiplying gross investment Schedule 0 -Total Assets
company deduction, the Gross-up of dividends for taxes considered of the tentative LICTI for the taxable year as income (line 20) by 90% or, in the case of amount of any increase to taxable income

. (Section 806(a)(3)(C)) and
perations loss paid under sections 902 and 960 . exceeds $3,000,000 gross investment income attributable to Line I .-Enter the beginning balance i n

cle assets held in segregated asset accounts the policyholders' surplus account. If the Total Insurance Liabilities
duction, the e Dividends (other than capital gain and Note : In determining the amount of the

dividends-received *exempt-interest dividends) receive .,nder variable contracts, by 95%. The balance at the end of the preceding taxable (Section 842(b)(2)(13)(1) )d from small life insurance company deduction of a year is different from the balance at the
All insurance companies required to filededuction (243(aXI), regulated investment companies that do not policyholder share amount is subtracted

244(a), and 245), and -received deduction.
controlledgroup including an electing from net investment income to compute the beginning of the current taxable year (for Form

I 120L must complete Parts I and It of
any capital loss carryback qualify for the dividends

mutual company, for taxable years company's share of net investment income example, due to the provisions of sectio n
e Dividends from tax-exempt organizations . beginningafter 1986 and before 1992, the

n line 23 . T~e co~rpany's share 815(d)(5) as in effect prior to the Schedule 0.
to the current taxable taxable income ofan electing mutual

0

year (1212(aXl)) . . . - 9Dividends (other than capita gain percentage is computed on line 25 by enactment of the Tax Reform Act of 1984), Note: roreign insurance companies should

2. Enter the sum of lines 9
dividends) received from a reV estate company must be taken into account in dividing the company s snare of net attach a schedule showing the adjustments report assets and insurance liabilities for

andl3,column(c) investment trust that, for the tax year of the applying the phaseout of the small life investment income (line 23) by net made. Prior to the enactment of the Tax their U.S. business only. (A

trust in which the dividends are paid . qualify Insurance company deduction- investment income . The policyholders' Reform Act of 1984, section 815(dX5)
Part I - Total Assets

3. Subtract line 2 from line 1 ------- under sections 856 through 860 . Schedule I - Controlled share percemage is figured by subtracting provided that if any addition to the
he company's share of net investment policyholders' surplus account increases or For purposes of Schedule 0, the term

4. Multiply the amount on Dividenas not eligible for the dividends- assets of the company .
line 3 by 80% - - - - - received deduction because of the stock's Group information (Section I.ncome from 100%. creates a loss from operations and part or *assets" means all CO

S . Enter the sum of the holding period or because of an obligation to 806(c)) Schedule L -
Policy Interest all of the loss cannot be used in any other In valuing these assets . use fair market

amounts on lines 2, 5 . 7, make corresponding payments on similar In computing the small life insurance year to reduce the company's taxable value for real property and stocks
; for

and 8 of column (c) and stock. company deduction, all life insurance (Section 812(b)(2)) income, then the loss will reduce the other assets, use the adjusted basis as
policyholders' surplus account at the time determined under section .101 1, an d

the portion of the, 9 Any other taxable dividend income not company members of the same controlled Schedule L is used to compute thepolicy 0

deduction on line 3 of group are treated as one life insurance interest (as defined ir . section 812(bX2)) that the addition was made . In such a case, related sections, without regard to section
property reported above, including company

. Any small life insurance for the taxable year . The policy interest is you must adjust the beginning balance of 818(c) . An interest in a partnership or trust
column (c) that is distributions under section 936(hX4) . company deduction determined with needed to calculate the )any and the Policyholders' surplus account before is not itself treated as an asset of the -n
attributable to dividends Note: Two situations in which the coml n any subtractions for the current taxable company. Instead. the company is treated
received from 20%-or- respect to the group must be allocated policyholder share percentages i 0
more-owned

dividends-received deduction will not be among the life insurance companies in the Schedule K . year are made. as actually owning its proportionate shar e
allowed on any share ofstock are :(1)i the Une 2a.-If the total direct and indirect of the assets held by the partnership or

corporations . . . .. corporation held the stock with regard to
group .in proportion to their respective Schedule M -Shareholders' trust; the value of the company's share of

3
6.Enter the lesser of line 4 tentative LICTIs

. distributions to shareholders during the
which the dividends were issued for 45 days Surplus Account (Section taxableyea, xceeds the amount on these assets should be listed on line 3 of

or line 5 . (Do not or less ; or (2) to the extent that the I
Ch

Schedule K-Company/ 815(c)) Schedule M. line 5, enter the excess on Schedule 0 .
complete the rest of this corporation is under an obligation to make .

Policyholder Share Percentage Section 81 5(c)(1) provides that each stock line 2a. Part 11 - Total Insuranc eworksheet if line 5 is related payments for substantially similar 0 rease due I
greater than line 4. related properb,. (Section 812) life insurance company (whether domestic Line

2b * -To compute the tax inc Liabilitie
s

Instead, enter the Schedule K is used to compute: (1) the or foreign) that had a policyholders' surplus to the amount entered on line 2a, you must : Foreign insurance companies must
account on December 31, 1983 . will (1) subtract the corporation's tax rate from

amount from line 6on Schedule H- Small Life company's share percentage to be used in 100%; (2) divide the distributions on line 2a maintain a certain surplus of U .S . assets
line 10 of column (c) .) Insurance Company Deduction determining the company's share of the continue to maintain a shareholders' by the result of step 1 ; (3) subtract the over their U .S. insurance liabilities. Th e

7. Enter the total amount of (Section 806(a)) dividends-received deduction under section surplus account. Schedule M is used to . minimum required surplus is determined by. amount on line 2a from the result of step 21
dividends received from Schedule H is used to compute the small 805(aX4)

; and (2) the poliCyholders'share calculate both the addition made to the r the result of step 3 on line 2b . multiplying their U.S . insurance liabilities by
20% or-more-owned percentage to be used in determining the shareholders' Surplus account and the and (4) ent

e

corporations - - - - -
life insurance company deduction under account's year-end balance as defined in Line 2c .-To compute the amount to be

. a percentage determined and proclaimed by

section 806(a). To qualify for this policyholders' share of tax-exempt interest tax entered on line 2c, you must : (1)
dete the Secretary of the Treasury. The

S. Subtract line 7 from deduction. a life insurance company must for purposes
of determining the increase or section 81 5(c) . In determining the mrime Secretary determines the percentage from

decrease in reserves under section 807 . liability shown on line 4, proper adjustments the total amount to be subtracted from the data supplied by domestic insuranceline 3 have both less than $15,000,000 of are to be made for any year in which the policyholders' surplus account under companies in Schedule 0, Part 11 . For more
9. Multiply the amount an tentative life insurance company taxable In figuringthe policyholders'an d

than company's share percentages, carry out the alternative minimum tax is imposed or the sections 815(d)(1) and 815(dX4) as they information, see section 842 .
line 8 by 70% income (tentative LICTI), and less minimum tax credit has been taken. were in effect prior to the enactment of th e

10. Subtract line 5 from line $500,000,000 in assets. computations to enough decimal places to For purposes of Schedule 0, the term
~he ensure substantial accuracy and to Enter on line 6 all amounts treated under Tax Reform Act of 1984 (do this only after 'total insurance liabilities" means the sum

10ofcolumn(c) In computing the deduction . I you have subtracted the amounts an lines 0
12. Enter the lesser of line tentative LICTI

for any year must be eliminate any significant error in the section 815 as distributions to
shareholders . Any distribution to 2a and 2b from the beginning balance in the of. the following amounts as of the end of

9 or line 10 . . . .. determined without regard to all items resulting tax . shareholders is treated as having been policyholders'surplus account)
; (2) add the taxable year : (1) total reserves as

12. Dividends-received attributable to noninsurance businesses . In Unes 1-9.-Unes I through 9
are usedto made first out of the shareholders' surplus 100% to the corporation's tax rate ; (3) defined in section 816(c); plus (2) the items

general, the term 'noninsurance business' compute the investment income ratio . The to the extent thereof
. divide the result of step 1 by the result of referred to in paragraphs (3), (4), (5), and

deduction after investment income, ratio is the ratio that account, (6) of section 807(c), to the extent such
limitation (section means any activity which is not an step 2 ; and (4) enter the result of step 3 06

insurance business. However . under the gross investment income less policy interest Schedule N - Policyholders' line 2c . You must also add the amount amounts are not included in total reserves .
246(b)) . Add the entered on line 2c to the shareholders' Enter each item on the appropriate line.
amounts on lines 6 arid provisions of section 806(bX3XB). any beam to life insurance company gross Surplus Account (Sectio

n
income (including tax-exempt interest) less surplus account at the beginning of the next Enter on line 9f any other amounts included

11 and enter on line 10 activity which is not an insurance business
I )) tax year .of column (c) shall be treated as an insurance business if : the amount of any increase in reserves . To 8 5(d in the definition of total insurance liabilities .

(1) it is of a type traditionally carried on by compute the investment income ratio. Section 815(dX 1) provides that every stock Line 2d.-Subtract the result of step 3, line but not described on this schedule .

Ulne 13. column (a).-Enter dividends life insurance companies for investment complete lines 1 through 8 arid then divide life insurance company (whether domestic 2c from the result of step 1, line 2c . Enter
that qualify forthe 100% dividends- purposes, but only if the carrying on of such the amount on line 3 by the amount on line or foreign) that had an existing th~ result on line 2d .
received deduction and that are not act" (other than in the case of real 8. Enter the resuft an line 9- policyholders' surplus account on
reported on

.
line 8 or 9 because they were Page 9 Page 10



Schedule P - Limitation on Schedule R - Reconciliation contipiled group may be entitled to all, Produced from a nonconventional source. taxable in the same manner as a domestic write on the dotted line to the left of line 8,somif, or none of the taxable income Section 29 contains a definition of qualified insurance company on its income Schedule J, "Form 8693 attached .'
Noninsurance Losses (Section AJI filers of Form 1120L must attach a bracket

. (But the total amount for all fuels, provisions for figuring the credit, and effectively connected with the conduct of a Una 12a. Alternative minimum tax-
806(b)(3)(C)) schedule which reconciles their NAIC

members of the controlled group cannot be other special rules . Attach a separate trade or business within the U.S . See Attach Form 4626, Alternative MinimumSection 806(bX3XC) provides that, in Annual Statement to their Form I 1120L
. mom than the total amount in each taxable schedule to the return showing the sections 842 and 897 . Income from Tax - Corporations, if the taxable incomecomputing lifeinsurance company taxable Schedule S - Compensation income bracket.) computation of the credit. sources outside the U .S . from U .S . business plus adjustments and tax preference itemsincome, any loss from noninsurance of

OffIcers Una 5b.-Members of a controlled group of Orphan drug credit-See section 28 and is treated as effectively connected with the of the corporation exceed $40,000
. Seebusiness is limited to the lesser of 35%of corponiltions are treated as one corporation Form 6765, Credit for Increasing Research conduct of a trade or business within the Form 4626 for details .the loss or 35% of life insurance company Attach a schedule for all officers using the for figuring the additional 5% tax. If the Activities (or for claiming the orphan drug U .S . For a definition of effectivel ytaxable income (computed by excluding any following columns : additional tax applies, each member of the credit), for an explanation of when a connected income, see sections 864(c) and In general, the alternative minimumnoninsurance loss included in Schedule A) . 1 . Name of officer . group must attach a schedule that shows corporation can take this credit as well as 897 . ttaaxuablee iynecaormb eegoifnaninnygcionrpor8a7tion for anyUse Schedule P to compute any excess loss 2 . Social security number . the taxable income of the entire group, as how it is figured . Generally, any other U .S . source income 1989 shall be increased

by 50 , 1988, orthat must be added back to taxable income 3 . Percentage of time devoted to business. well as how its portion of the additional tax Una 7c . General business credit.-This received by a foreign corporation that is not % of the 0an page 1, line 2, Form 11 20L. For more 4 . Amount of compensation, (entered on line 5b) was figured . credit is made up of the sum of the effectively connected with the conduct of a amount by which the adjusted net book
0following credits: business within the U,S . is taxed at 30% (or income exceeds the alternative minimu minformation on either the co

putationofthe This information must be submitted by Tax Computation Worksheet Investment credit .-The investment at a lower treaty rate) . (Note ; Interest taxable income for the taxable yearallowable loss deduction or on applicable each member of an affiliated group credit was generally repealed for property
received from certain portfolio debt

adjustment or the alternative tax net
in (determined without regard to thiscarryback provisions, see section 1503(c)

. included in a consolidated return . 1 . Enter the taxable income
0

Schedule Q -Additional (line 4. page 1) . . . . . placed in service after 1985. See Form investments that were issued afterJuly 18, operating loss deduction) . Section 56(f)(1). -1Tax Computation 3468, Computation of Investment Credit, 1984, is no longer subject to the tax.) SeeInformation Required 2. Enter line I above or your for exceptions. section 88 1 . If you have this income, attach Corporate book income is the net income
0)

Instructions- Page 1, share of the $50 .000 Jobs credit.-The jobs credit, if elected is a schedule showing the kind and amount of or loss reflected in the taxpayer's applicable 0-6
Be sure to answer questions G through S

on taxable income bracket, allowed for hiring members of targeted income, the tax rate (30% or a lower treaty financial statements. Life insurance
page 7, Form I I 20L . The instructions that lines 5-19

whichever is less . . . . .
rate), and the am companies will generally use their annual (Dfolio. are keyed to these questions. Any corporation that files Form 1120L groups during the tax year. See Form 5884, ountoftax. .1 . Question J(2)(c). U.S. person.-The should compute its tax using the tax 3. Subtract line 2 from Jobs Credit, for definitions, special rules, Additional taxes resulting from the net statement as their starting point fo r

term "U .S . pemn* means: (1) A citizen or computation worksheet . Members ofa line I . . . . . . . . . . . and limitations . investment income adjustment may offset a computing the net book income adjustment
resident of the United States ; (2) A controlled group should see the instructions 4 . Enter line 3 O;gur share Do not take an expense deduction for the company's 30 percent tax on U .S . source (see section 56(0(3) for the order of priority
domestic partnership; (3) A domestic below for lines 5a and 5b before computing of the $25, taxable part of the wages or salaries paid or income . The tax reduction is determined by of financial statements) . Adjustments are
corporation ; or (4) Any estate or trust (other their tax . income bracket . incurred which is equal to the amount of the multiplying the 30 percent tax by the rat I made to net income to reflect consolidated
than a foreign estate or trust within the whichever is less . ~ . . -

io 0 tax returns, remove Federal and foreign
meaning of section 7701(aX3 1)) . Addltlonal Tax jobs credit determined without regard to the the amount of income adjustment to income income taxes, and other adjustments

. Se e
"Owner's country,' for individuals, is the The worksheet below includes the

5. Subtract line 4 from limitation based on the tax (section 38(c)) . subject to the 30 percent tax, computed Temp
. Reg . 1 .56-1T for more information .line 3 . . . . . . . . . . . Attach a schedule to Form 1 120L to show without the exclusion for interest on stateo er's country of residence . For all others, computation of an additional 5% tax on the and local bonds or income exempted from Note : Section 56(f)(2XH) provides special,,wn excess of a corporation's taxable income 6. 15% of line 2 . . . . . . how and where you reduced the salary andis the country where incorporated, wage deduction(s) . Show in this schedule taxation by treaty . Section 842(c)(3), rules for life insurance companies for theorganized. created, or administered. over the specified amount, which is 7. 25% of line 4 . . . . . . computation of the book income preferencethe otherwise allowable deduction(s) before Attach a statement showing how you

item. (1) In respect to mutual life insuranc e2. Question L Foreign financial $ 100,000 . The lim itation on the additiona
1 8. 34% of line 5 . . . . . . the reduction and the net amount actually figured the reduction of section 881 tax

. companies, only reduce adjusted net bookaccounts.-Check the "Yes" box if either a tax is $11,750 .
deducted . Identify the line number, Enter the net tax imposed by section 881 anor b, below, applies to the corporation-, Una 4 . Total taxable Income.-G enerally, 9. If

the taxable income of schedule, and page number of Form 1 120L line 10, page 1 . income for policyholders'dividends to theI the controlled group
extent that those dividends exceed th eotherwise, check the 'No" box- this is the sum of lines 1, 2, and 3 of page exceeds $100,000enter on which you made a reduction . If the Note : Section 842(c)(1) requires that C0(&) At any time during the year the However, if there is an amount entered on the portion of the lexur reduction of salaries and wages is less than foreign life insurance companies year's differential earnings amount unde rline 3, then even if lines I and 2 total less of 5% of the excess over the jobs credit on Form 5884, explain the investment income make the section 809. (2) Make additionalcorporation had an interest in orsignature // adjustment before adjustments as determined by theor other authority over a financial account than zero, the amount entered on line 4 $100,000 or $11,750 difference .

claimingasma life insurance company Secretary, to make the calculation of
0in a foreign country (such as a bank may not be less than the amount on line 3 . that this member must Alcohol fuel credit

.-A corporation may be deduction
. adjusted net book income consistent amongaccount . securities account, or other Una Sa.-Members of a controlled group, pay . . . . . . . . . .

able to take a credit for alcohol used as fuel . Mutual life insurance companies are insurance companies. _111financial account) ; AND as defined in section 1563, are entitled to 10. Add lines 6 through 9. Use Form 6478, Credit for Alcohol Used As required to determine the amount of their Line 12b . Environmental tax.-The 0is The combined value of the accounts was one $50,000 amount and one $25,000 Enter here and on line 6. Fuel, to figure the credit . Policyholder dividends deduction bymore than $ 10,000 at any time during the amount (in that order) in each taxable page I . . . . . . . . . .
Credit for Increasing research increasing theiryear-end equity base (under corporation may be liable for the 11

year ; AND income bracket on line 5a. environmental tax if the modifiedWhen a controlled group adopts or later Line 6 . Income Tax activities .-The credit for increasing I section 809) by the excess of theirrequired alternative minimum taxable income of the 3e The account was NOT with a U .S.
military research a nera corporation exceeds $2,000,000. See For mbanking facility operated by a U .S . financial amends an apportionment plan, each cctivities is now part of the ge U . S. assets over their mean assets held i n

institution . member must attach to its tax return a copy It the amount The tax business redit. See Form 6765 . the U.S. during that year. Section 4626 for detaion line 4,s x :
Low-income housing credit.- See section 842(c)(3).

Is(b) The corporation owns more than 50% of its consent to this plan. The copy (or an Line 14b. 1988 estimated ta xof the stock in any corporation that would attached statement) must show the part of Of the 42 and Form 8586 . Low-income Housing Note: Section 953(d) allows a foreign payments.-Include on this line all
answer 'Yes' to item a, above. the amount in each taxable income bracket Over- But not amount Credit . insurance company to elect to be taxed as estimated tax payments for 1988 . If a

Get form TO F 90 apportioned to that member. There are o,e,- 0.1- Form 3800, General business credit . a domestic corporation . Attach a special estimated tax payment is required, CL.22. 1, Report of other requirements as well. See Regulations 0 $50.000 15% 0 Enter on line 7c, page 1 . the amou t of the statement if the corporation hes to enter on line 14b the net of your tota lForeign Bank and Financial Accounts, to section 1 . 1561-3(b) for the requirements $50.000 75 .ODO $7.500 .25% $50,ODO credit from Form 3800, and checknthe make the election. Include theladditional estimated tax payments (total estimatedsee if the corporation is considered to have and for the time and manner of making the 75.000 .. . . . . . $13.750 + 34% 75 .ODO boxes indicating which forms are attached tax required to be paid, on line 13, See tax payments made less the specia lan interest in or signature or other authority consent
. Line 7a. Foreign tax credit .-See Form to the return. If the corporation is claiming section 953(d) for more details. Zover a financial account in a foreign country estimated tax payment), and write on the

0(such as a bank account, secu Equal Apportionment Plan.-If no I 118, Computation of Foreign Tax Credit only one of the above credits, it does not Line 11 . Recapture Taxes .-Recapture of dotted line to the left of the entry space 0-0.rities apportionment plan is adopted, the - Corporations, for an explanation of when have to complete Form 3800 Instead, investment credit. If property is disposed of 'Net of SETP% and attach a schedul eaccount . or other financial account)
. members of the controlled group must a corporation can take this credit for check the appropriate box and attach the or ceases to be qualified property before the showing your computation . See sectionIf 'Yes" is checked for this question, file divide the amount in each taxable income payment of income tax to a foreign country . form for which the credit is being taken. end of the life-years used in com puting the 847(2) for more information .form TD F 90-22 .1 by June 30 ' 1989, with bracket equally among themselves . For Line 7b. Other cred[ts .-Possessions tax However, if the corporation has a regular or energy investment credit, there Une 14h . Other payments .-Credit forthe Department of the Treasury at the example, controlled group AB consists of credit.-See Form 5712, Election To be carryforviard or carryback of any of these may be a recapture of the credit

. See Form verpald crude oil windfall profit tax. -Aaddress shown on the form . Form TO F 90- corporation A and corporation B. They do Treated as a Possessions Corporation credits, it must use Form 3800. 4255, Recapture of Investment Credit . corporation that has overpaid its windfal l
22 .1 is not a tax return, so do not file it with not elect an apportionment plan . Therefore, Under Section 936, for rules On how to Line 7d. Credit for prior minimum Recapture of low-income housing cre 0Form. 1120L .

c
'poration A is entitled to $25,000 (one- elect to claim the possessions tax credit, tax-ff I a corporation had an alternative If you must recapture part of the to

oil. profit tax may claim a credit on its incom eForm TO F 90-22.1may be obtained from It w- tax return . Use Form 6249, Computation ofhalf of $50.000) in the taxable income and Form 5735, Computation of mini urn tax liability in a prior tax year income housing credit because there has Overpaid Windfall Profit Tax, to figure theIRS Forms Distrioution Centers . bracket on line 5a(i) and $12 .500 (one-half Possessions Corporation Tax Credit Under beginmning after 1986 but has no current been a decrease in the qualified basis of a credit . Include the amount of the credit i nAlso, if 'Yes" is checked for this question, of $25,000) in the taxable income bracket Section 936, to compute the credit. Include year alternative minimum tax
,
it may be building from the prior year or if you the total for this line . Write in the margin,write the name of the foreign country or on line 5a(ii), Corporation B is also entitled the credit in the amount shown on line

7b . able. to take the credit for prior year disposed of the building or an ownership next to the entry on this line, the amount ofcountries . Attach a separate sheet if more to the same amounts in each taxable On the line to the left of the entry space minimum tax . See Form 8801, Credit for interest in it, see Form 8611, Recapture the credit and identify it as 'Overpaidspace is needed. income bracket, write the amount of the credit and identify Prior Year Minimum Tax . and section 53 . of Low-Income Housing Credit, and section Windfall Profit Tax ." Note : The Wincriall3. Question P. -Reporl any tax-exempt Unequal Apportionment Plan .-Members it as a section 936credit, Line 10 . Foreign corporations- A 420) . If you attached Form 8693, Low- profit tax does not apply to crude oilinterest received or accrued in the space of a controlled group may elect an unequal Credit for fuel produced from a foreign corporation carrying on an Income Housing Credit Disposition Bond, removed afterAugust 22,1988.provided . Include any exempt-interest apportionment plan and divide the taxable nonconventional source
.-A credit is insurance business within the U .S . isdividends received as a shareholder in a income brackets as they wish . There is no allowed for the sale of qualified fuelsmutual fund or other regulated investment need for consistency between taxabl ecompany . income brackets. Any member of the Page I I Page 12
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11 20-P C U.S . Property and Casualty Insurance Company I OMB No 1545 1027 Form 1120 PC (1988) 2

Income Tax Return Schedule A-Taxable Income-Section 832
Z F., c,lelidal year 1988. or - year beprnrg . . . . -----------. : . . 1988 . and ending . . . . . . . . . . . . . . . . .. 1,, ------- 1 1088P--,o S-- P, For Paperwork Reduction Act Notice, seepage I of the Instructions. 1 Premiums earned-section 832(bX4) (Schedule E, line 7) . . . . . . . . . .

A E,pi,y,, Identificat an numb,, 2
D

ividends-section 832(b)(2) (Schedule C, line 14, column 3) 2
2. Amortization of 3 . Balance (Column I I'll1 Interest received Y%oll ~mDe!,fma,l,snOtdel,,e,edtost,eetadd,ess) 8 Date-ormatecl premium mil og"

so3a Gross interest -section 832
-C,,-o ., sta ;e .,ndZ1PcWe

X/
C Check,fthimisa to interest exempt under section IC 3

E: consolidated return W c Taxable interest (line 3a minus line3o') 0
Change in address (3) Amended retur nD Check aDolicable boxesi (1) F'l Final return (2) r, E 4 Rents-section 832(b)(2) . . . . . . . . . . . . . . . 4 1 0

E Check box if a section 953(c)(3)(C) election has been made li-E] 5 Royalties-section832(b)(1)(C) . . . . . . . . . . . . . . . . . . . . 5

F Check box for'Kind of company . (1) Mutual L] (2)StockL] 6 Capital gain net income-section 832(b)(1)(6) (attach separate Schedule D (Form 1 120)) . . . 6 "0

Taxable Income and Tax Computation 07 Net gain or (loss) from Form 4797, line 18, Part 11 (attach Form 4797)-section 832(b)(1 XB) 7
1%

Taxable income (Schedule A . line 36). . . . . . . . . . . . . . . . . . . . . 1 8 Certain mutual fire or flood insuranc ;companies-2 percent of premiums earned-section 832(b)(1)(0). 8 0)
2 Taxable investment income for electing small companies (Schedule B, line 2 1) . . . . . . . . 2 9 Income on account of special income and deduction accounts-section 832(bX 1)(E) . . . . . 9 0.0 .

3 Chec k if you are a member of a controlled group (see sections 1561 and 1563) . . . . . . b- 11 1 0 Income from protection against loss account (Schedule K . line 2e) . . . . . . . . . . 1 0

Enter your share of the $50,000 amount and $25,000 amount (in that order) in each taxable income I I Mutual interinsurersor reciprocal underwriters-decrease in subscriber accounts-section 832(f)(2) * 1 1

bracket : (i) $ (ii) $ . . . . . . . . . . . . . . . . 12 Other income-section 832(b)(1)(C) (attach schedule) . . . . . . . . . . . . . . . 12 W
Enter your share of the additional tax (not to exceed $11,750) 0- $ . . . . . . . . . . . . . . . . . . 13 Gross income (add lines I through 12) . . . . . . . . . . . . . . . . . . -13--

4 Income tax-See instructions to compute the tax . . . . . . . . . . . . . . . . . 4 14 Compensation of officers,=section 832(c)(1) (Schedule 1) . . . . . . . . . . . . . . . 14

5 Enter amount of tax that a reciprocal must include . . . . . . . . . . . . . . . .
.
. 5 15a Salaries and wages-section 832(cX1)f. . . . . . . . . . . . . . . . . b Less jobs credit Is . . . . . . . . . . . . . . . . Balance 0- 15C

6 Total (add lines 4 and 5) . . . . . . . . . . . . . . . . . . . . . . . . . . 6 16 Worthless agency balances and bills receivable-section 832(c)(6) . . . . . . . . . . . . 1 6

7 Tax credits-i Foreign tax credit (attach Form 1118) 7a 17 Rents-section 832(c)(1) . . . . . . . . . . . . . . . . . . . . . . . . 17 :3

b Other credits (see instructions) . . . . . . .
. -

7b IS Taxes-section 832(c)(3) . . . . . . . . . . . . . . . . . . . . . . . .

c General business credit . Check if from : E] Form 3800 E~ Form 3.1 19 1 nterest-section 832(c)(2) . . . . . . . . . . . . . . . . . . . . . . . . . 19 _116

17 Form 5884 1:] Form 6478 E] Form 6765 [:] Form 8586 7c 20 Contributions-section 832(c)(9) (see instructions for limitation) . . . . . . . . . . . 20 (0

d Crecit for prior year minimum tax (attach Form 8801) . . . . . . . 7d 21 Depreciation (attach Form 4562)-section 832(c)(8) . . . . . . . . . . . . . . . 1 00

a Total credits (add lines7a through 7d) . . . . . . .
.

. . . . . . . . . . . . . . 7e 22 Depletion-section 832(cX8) . . . . . . . . . . . . . . . . . . . . . . 22~ Go

8 Regular income tax (subtract line 7e from line 6) . . . . . . . . . . . . . . . . . 8 23 Pension, profit-sharing, etc .', plans-section 832(c)(10) . . . . . . . . . . . . . 2 3

9 Foreign corporations-Tax on income not connected with U .S . business . . . . . . . . . . 9 24 Employee benefit programs-section 832(c)(1) . . . . . . . . . . . . . . . . 24

10 Recapture taxes . Check if from : F]Form4255 C]Form8611 . . . . . . 10 25 Losses incurred-section 832(c)(4) (Schedule F, line 10) . . . . . . . . . . . . . .

Ila Alternative minimum tax (see instructions and attach Form 4626) . . . . . . . . . . . . 11a us 26 Additional deduction-section 847 . . . . . . . . . . . . . . . . . . . . .

b Environmental tax (see instructions and attach Form 4626) . . . . . . . . . . . . . . . . Ilb c 27 Other capital losses-section 832(cX5) (Schedule G, line 12, column 7) . . . . . . . . . . ~27 0

12 Personal holding company tax (attach Schedule PH (Form 1 120)) . . . . . . . . . . . . . 12 t; 28 Dividends to policyholders-section 832(c)(1 1) . . . . . . . .. . . . . . . . . . 28 1
13 29 Mutual interinsurers or reciprocal undervirriters-increase in subscriber accountS-section 832(f)(1) 2913 Total tax-Add lines 8 through 12 . . . . . . . . . . . . . . .

14 Credits and payments 0 30 Other deductions-sections 832(c)(1) and 832(c)(10) (net of the annual statement change in (A
a 1987 overpayment allowed credit 14a unpaid loss adjustment expensesXattach schedule) . . . . . . . . . . . . . . . . _JL

p as :n s Ift 31 Total deductions (add lines 14 through 30) . . . . . . . . . . . .. . .to 1983 total estimated tax aym t
c 198B special estimated tax payments 32 Subtotal (subtract line 31 from line 13) . . . . . . . . . . . . . . . . . . . 32 1

(See instructions) . . . . . . . . . . 14C 33a Special deduction for section 833 organizations-sec !on 833(b~ CL
1988 refund applied for on Form 4466 . . . 14d (Schedule H, line 6) . . . . . . . . . . . . .

Lines 14a and 14b minus lines 14c and 14d (if negative, enter negative) 14e b Deduction on account of special income and deduction accounts.- .
SixI Tax deposited with Form 7004 ~ ~ . . . . . . . . . . . . . 14f section 832(cX13) . . . . . . . . . . . . . . [33b q1 (A

g Credit bi reciprocal for tax paid by attorney-in-fact under section 835(d) . 14g c Total (add lines 33a and 33b) . . . . . . . . . . . . . . . . . . . . . . . 33c 0.6
h Other refundable credits and payments . . . . . . . . . . . . 14h

. ....... . ..
34 Subtotal (subtract line 33c from line 32) . . . . . . . . . ! . . . . . . . . . . 34

I Total credits and payments (add lines 14e through 11h) . . . . . . . . . . . . . 141 35a Dividends-received deduction-section 832(c)(1 2) (Schedule C, line27).
b Net operating loss deduction-section 832(cX10 ':1 _E15 Enter any PENALTY for underpayment of estimated tax-Check b- El if Form 2220 is attached 15 . . . . . . . 1 23i 0

iliall.
16 TAX DUE-Ifthe total of lines 13 and 15 is laigerthan line 14i, enterAMOUNT OWED . . . . . 16 c Total (add lines 35a and 35b) . . . . . . . . . . . . . . . . . . . . . . . 35 c

17 OVERPAYMENT-if line 14i is larger than the total of lines 13 and 15, enter AMOUNT OVERPAID. 17 0
18 Enter amount of line 17 you want : Credited to 1989 estimated tax I- $ Refunded 0- IS .36 Taxable income or (loss) (subtract line 35c from line 34) . Enter here and on page 1, line 1 36 3

Under penalties of Rqury . I dniare that I haw examined this return, including accompanying schedules and statements, and to the best of my knouiledge and W
Please belief, Otis true. correct . and complete . Declaration of prepare, father than taxpayer) is based on all,ntormation of which prepare, has any knoo,ledge .
Sign

Here Sqntune of office, Date Title

Pnepa-'s
Date

Ch kit
Pinidisher'li-I .I.-rityro .

Paid wignatun, 111, ~ self employed b, [-] I
Preparer's Firm's name far yours E.J . No. 10,
Use Only d self employed) IIIIand address ZIP code 01

Form 1120-PC (iflils)
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Schedule B . Part I-Taxable Investment Income or (Loss) of Electing Small Companies-Section 834 Schedule
C-Dividends and Special Deductions Dividends Receive d

""'m 1120 pr (See instruction s)
(3) Total d,,dends

(1) Not sutliect to section (2) Subject to -tnm n-ed (~.lurnn I of.
832(bXS)(0) 8320)(5)(8) .Wmn 2 )

(2) Aron .- 01,11 Of Be 1 IncomeDe_

I Dividends from less-than .20% .owned domestic
la Grossinterest--section834(b)(I)iA)' oncorporations (other than debt-financed stock)-sect i

b Interest exempt under section 103 243(a) . . . . . . . . . . . . . . .

c Taxable interest line la minus line lb) Ic 2 Dividends from 20%-or-more-owned domestic

2 Dividends-section 834(b)(1)(A) (Schedule C . line 14 . column 3) 2
E

co,porations (other than debt-financed stock)-sectio n

0 , 0,, 3 Gross rents-section 834(b)(1)(A) . . . . . . . . . . . . . . . . 3 243(c) . . . . . . . . . . . . , .

-E i 4 Gross royalties-section 834(b)(1)(A) . . . . . . . , . . . . . . . 4 3 01voends on debt-financed stock of domestic and 0

5 Gross income from trade or business other than insurance business and from Form 4797-section fo,e,gn corporations-section 246A . . . . . . . 3 11

834(b)(2) . . . . . . . . . . . . . . 5 4 Dividends on certain preferred stock of less-than .20%- 13

6 Income from leases described in sections 834(b)(1)(B) and 834(b)(1)(C) . . . . . . . . . -6 uwnecl public utilities . . . . . . . . . . . . 4 0

7 Gain from separate Schedule D (Form 1120)-section 834(b)(1)(D) . . . . . . . . . . 7 5 Dividends on certain preferred stock of 20%.or-more .
8 Gross investment income . Add lines Ic through 7) . . . 8 owned public utilities . . . . . . . . 1 5

9 Real estate taxes-section 834(c)(3) . . . . . . . . . . . . . . . . 9
Pill .

6 D,dencs on stock of certain less-than-20%-owned (D

10 Other real estate expenses-section 834(c)(3) . . . . . . . . . . . . . 10 - foreign corporations and certain FSCs . . . . . . . 6

11 Depreciation (attach Form 4562)-section 834(c)(4) . . . . . . . . . . . . . I I I - 7 D,vicends on stock of certain 20%-or-more-owned

12 Depletion-section 834(cX9) . ~ . . . . . . . . . . . . . . . . . . . . . 12 - foreign corporations and certain FSCs . . . . . . . _7

13 Trade or business deductions as provided in section 834(c)(8) (attach Schedule) . . . . . . . 13 - 8 Dividends on stock of wholly owned foreign subsidiaries

14 Interest-section 834(cX5) . . . . . . . . . . . . . . . . . . . . . . . . 14 - aid FSCs-section 245(b) . . . . . . . . 8 C
.2
t; 15 Other capital losses-section 834(c)(6) (Schedule G . line 12, column 7) . . . . . . . . . 15 IN

V 16 Total (add lines 9 thro6gh 15) . . . . . . . . . . . . . . . . . . . . . 16 9 Dividends from affiliated companies-section 243(a)(3 )

0 17 Investment expenses-section 834(c)(2) (attach schedule) . . . . . . . . . . 17 10 Other dividends from foreign corporations not included Cal

18 Total deductions (add lines 16 and 17) . . . . . . . . . . . . . . . . . . . is in lines 6, 7, and 8

11 Income from controlled foreign corporations under sub-19 Subtract line 18 from line 8 . . . . . . . . . . . . . . . . . . . . . . . I il 2
20 Dividends-received deduction-section 834(c)(7) (Schedule C . line 27) . . . . . . part F (attach Forms 547 1) . .

. cc

121 Taxable investment income or (loss) (subtract line 20 from line 19) . Enter here and on page 1, line 2 21 12 Foreign dividend gross-up (section 78)

Schedule 8, Part 11-Invested Assets Book Value s

-
(Complete only if you claim a deduction for general expenses allocated to Investmen Income.) 13 Other dividends-attach schedule . . . . . . . . . 13

(1) Beginning of tax yea, (2) End of tax ,a, 14 Total dividends-add lines I through 13. Enter th e

I Real estate . . . . . . . . . . . . . . . . . . . . . I amount from column 3 on Schedule A, line 2 . or
Schedule B, Part 1, line 2, whichever is applicabi

.
0

2 Mortgage loans . . . . . . . . . . . . . . . . . . . . 2 e 14 1

3 Collateral loans . . . . . . . . . . . . . . . . . . . . 3 Dividends-Received Deduction
(3) Total dinneends

4 Policy loans, including premium notes . . . . . . . . . . . . 4 (1) Not suoe~t to wct,on (2)Sub ttosecton -mved deduction831m

5 Bonds of domestic corporations . . . . . . . . . . . 5 Deduction
832(bX5XB) (bX5XB) (column I pluxcolumn 2)

6 Stock of domestic corporations . . . . . . . I . . 6 15 70% of line 1 . . . . . . . . . . . . . . 1 5

7 Government obligations, etc . . . . . . . . . . . . . . . 7 16 80%ofline2 . . . . . . . . . . . . . . 16

8 Bank deposits bearing interest . . . . . . . . . . . . . . 1 8 17 Deduction for line 3-See instructions . . . . . . 1 7

9 Other interest-bearing assets (attach schedule) . . . . . . . . . 9 18 41 .176% of line 4 . . . I I I I . is
CL

10 Total (add lines I through 9) . . . . . . . . . . . . . . . 10 19 47 .059% of line 5 . . . . . . . . . . . . . 19

11 Add columns (1) and (2), line 10 . . . . . . . . . . . . . . . . . . . . . . . 11 20 70% of ~ine 6 ~ . . . . . . . . . . . . . . 20

12 Mean of the invested assets for the tax year (enter one-half of line 11) . . . . . . . . . . ... 1 21 80% of me7 . . . . . . . . . . . . . . . 21

22 100% of line 8 . . . . . . . . . . . . . 2213 t4 of 1% of line 12 (multiply line 12 by .0025) . . . . . . . . . . . . . . . . . . . 13

14 Income base (subtract line 16, Schedule B, Part 1, from the total of line 8 ,
Schedule B, Part 1, plus line 11b, column 3 . Schedule B. Part 1) . . . . . 14 23 Total (add lines 15 through 22) . . . . . . . . . 23

15 33/4% of line 12 (multiply line 12 by .0375) . . . . . . . . . . . is

24 100% of line 9 . . . . . . . . . . . . . 2416 Subtract line 15 from line 14 (but do not enter less than zero) . . . 16 0

17 25% of line 16(muftiply line 16 by .25) . . . . . . . . . . . . . . . . . . . . . 17 25 Total not subject to section 832(b)(5)(B)-add line 23,
column 1, and line 24, column 1 . . . . . . . .

18 Limitation on deduction for investment expenses (add lines 13 and 17) 26 Total subject to section 832(b)(5)(B)-add line 23, column 2 . and line 24

Ch

column 2 . Enter here and on Schedule F, line 7 . . . . . . . . . . . 26

27 Total deduction-add line 23, column 3, and line 24, column 3 . Enter here and on Schedule A, line
35a. or Schedule B, Part 1 . line 20, whichever is applicable . (See instructions for limitation .) . . . . 27



Form 1120PC 09M 5
Form 11 20 PC (19138) 6

Schedule E-Premiums Earned (See'lnstructions)7-Section 832
Schedule G-Other.Capital Losses (See Instructions . )

(Capital assets mid or exchanged to meet abnormal Insurance losses and to pay dividends and similar distributions to policyholders. )

I Net premiums written-section832(b)(4)(A) I Dividends and similar distributions paid to policyholders . . . . . . . . . . . . . . . ...
2 Plus: Unearned premiums on outstanding business at the end of the preceding taxabie year 2 Losses paid . . . . . . . . . . . . . . . . . . . . 2

a 100% of life insurance reserves included in unearned premiums (section 3 Expenses paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3
832(b)(7)(A)) and all unearned premiums of section 833 organizations 2a 4 Total (add lines 1, 2, and 3) . . . . . . . . . . . . . . . . . . . . . . . . .

b 90% of unearned premiums attributable to insuring certain securities- 5 Interest received-adjusted to cash method if necessary . . . . .
section 832(b)(7)(B) 2b 6 Dividends received-Schedule C, line 14, column 3, adjusted to cash 0

c Dmounted unearned premiums attributable to title insurance-seCtion method if necessary . . . . . . . . . . . . . . . . . . . 6
832(b)(8) . . . . . . . . . . . . . . . . . 2c 0

7 Gross rents, gross royalties, lease income, etc ., and gross income from a
d 80% of all other unearned premiums-section 832(b)(4)(B) . . . 2d trade or business other than an insurance business including income M
e Total (add lines 2a through 2d) . : . . I . I . . . . . . 2e from Form 4797 (include gains for invested assets only), adjusted to cash 0

3 Line 1 plus line 2e . . . . .. 3 method if necessary . . . . . . . . . . . . . . . . . . . 7
8 Net premiums received (adjusted to cash method if necessary) . . . . 84 Less : Unearned premiums on outstanding business at the end of the current taxable year :

a 1000~ of life insurance reserves included in unearned premiums (section 9 Total (add lines 5 through 8) . . . . . . . . . . . . . . . . . . . . .
832(b)(7)(A)) and all unearned premiums of section 833 organizations 4a

b 90% of unearned premiums attributable to insuring certain 10 Limitation on gromss r iDtSfromsalesof apital assets(subtract line 9 from line 4 . but do not enter le s hanferol 10s t
securities-section 832(b)(7)(B) 4b 11 (1) 13-ph of capital (3) G- (4) C.,or (5)E. (6)Cewmaho~ all-ed (7) 1.- (col (4)(2) Cat e

c Discounted unearned premiums attributable to title insurance-section. qu,,ed ialeii Price Or,,ti- .1 Wle (-Ho-ble) colc(5)
oft.(3) .. 041 .832(b)(8) 4c

d 80% of all other unearned premiums-section 832(b)(4)(B) . . . . 4d

e Total (add lines 4a through 4d) . . . . . . . . . . . . . 4e
5 Line 3 less line4e . ~ . . . . . . . . . . . . . . . .
6 Transitional adjustmen t
a (1) Unearned premiums (other than title, life . and those described in

sections 832(b)(7)(B) and 833) as of 12/31/86-section
832(b)(4)(C) . (Fiscal year filers see instructions .) . . . . . . . 12 Totals-column (3) must not be more than

(2) Line 6a(l) times 31/3% . . . . . . . . . . . . ~~n% (2)1 line 10. (Enter column (7) in Schedule A.
line 27, or Schedule B. line 15. whichever i s

b (1) Unearned premiums attributable to insuring certain securities as of applicable) . . . . . . .
12/31/86-section 832(b)(7)(B) . (Fiscal year filers see instructions.) i6b(l) ;

(2) Line 6b(l) times 12/3% . . . . . . . . . . 1 ;~% fib(2)'l Schedule H-Special Deduction for Section 833 Organizations

c Adjustment for companies terminating as insurance company taxable under section 831(a)-section
832(b)(7)(C) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . §c Computation of Deduction 0

d Total-add lines 6a(2), 6b(2),,and 6c . . . . . . . . . . . . . . .
6~

I Ulaims incurred during the taxable year-section 833(bXIXAXi) . . . . . . . . . . . . . . I7 Premiums earned-line 5 plus line 6d . Enter here and on Schedule A, line I . . . . 7 3
2 Expenses incurred during the taxable year in connection with the administration, adjustm ent, o rSchedule F-Losses Incurred-Section 832 settlement of claims-section 833(bX 1)(AXii) . . . . . . . . . . . . . . . . . . . 2

1 Losses paid during the taxable year (attach schedule) (see instructions) . . . . . . . 1 3 Total-add lines I and 2 . . . . . . . . . . . . . . . . . . . . . . . . . .

2 Plus: 4
25% of line 3 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4

5 Beginning adjusted surplus (see instructions) . . . . . . . . . . . . . . . . . . . 5a Unpaid losses on life insurance contracts outstanding at the end of the CL
current taxable year-section 832(b)(5XAXii) . . . . . .

.
2a 6 Special deduction-line 4 less line 5. but not less than zero. Enter here and on Schedule A . line 33a .

b Discounted unpaid losses outstanding at the end of the current taxable
(See instructions for limitation .) . . . . . . . . . . . . . . . . . . . . . . . 1 6 1

year-section 832(bX5XAXii) . . . . . . . . . . . . . . 2b Computation of Ending Adjusted Surplus
c Total-add lines 2a and 2b I I . . . . . . . . . . . . . . . . . .

33 Line 1 plus line 2c . . . . . . . . . . . . . . . . . 7 Beginning adjusted surplus-enter amount from line 5, Part I . . . . . . . . . . . . .. . 7

4 Less: 8 Special deduction (Schedule A, line 33a)-section 833(bX3XCXi) . . . . . . . . . . .
9 Net operating loss deduction (Schedule A, line 35b)-section 833(bX3XCXii) . . . . . . . .a Unpaid losses on life insurance contracts outstanding at the end of th e

preceding taxable year-section 832(b)(5XA)(ii) . . . a 0 Net exempt income-section 833(bX3XCXiii) (see instructions):
0

b Discounted unpaid losses outstanding at the end of the preceding taxable a Adjusted tax-exempt income . . . . . . . . . . . . . . . . . . . . . . . .. . 10 a
year-section 832(bX5XAXii) . . . . . . . . . . . . . 4b b Adjusted dividends-received deduction . . . . . . . . . . . . . . . . . . . . . 10b (A4c Total-add lines 4a and 4b . . . . . . . . . . . . 11 Taxable income or (loss)-section 833(bX3XC) (Schedule A, line 36) . . . . . . . . . . .

5 Losses incurred-line 3 less line 4c-section 832(bX5XA) . 5

6 Tax-exempt interest subject to section 832(bX5XB) . . . . . . . . 1 6 1 1 12 Ending adjusted surplus-add lines 7 through I I . . . . . . . . 12

7 Dividends-received deduction subject to section 832(bX5XB)-Enter th e
amount from Schedule C, line 26 . . . . . . . . .

-line 6 plus line 7 88 Total . . . . . . I . . . . . . . .
9 Reduction of deduction under section 832(b)(5XB)-line 8 times 15% x .15 9

10 Los ses incurred deductible under section 832(cX4)-subtract line 9 from line 5 . Enter here and on
Schedule A, line 25 . . . . . . . . . . :

L
. . . . . . . . . . . . . . 10
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- Schedule L-Balance Sheets Beg""nig01 ta . yea, Eno of ta . year

Schedule I-Compensation of Officers (See Instructions for information to be attached .)
Assets (b) (d)

Schedule J-Additional Information Required . . . . . .

;Yes No Yes No 2 7,oae notes and cc ou~lts receiva die

G (1) Did the corporation at the end of this tax year own, W J Was the corporation the grantor of . or transferor to. a I ess allc~ance for bad debtsR/lIM/oFdirectly or indirectly, 50% or more of the voting stock ~` ;; I 11 3 Irvento, .es'Ile, the current ta x
of a domestic corporation? (For rules of attribution, a foreign trust that existed ou

r
year. whether or not it has any beneficial interest in /Q 4 Federa I a~a state government obligations .

see section 267(c).) . . . . . . . . . . . ,7M "ther cur,ent assets (attach schedule) .
If "Yes," attach a schedule showing : (a) Name, it? (if 'Yes ." you may be required to file Forms 5 C

address, and identification number ; (b) Percentage 3520, 3520A. or 926 ) . . . . . . 6 pans I,- ctoCkhoiders 0

owned ; and (c) Taxable income or (loss) beforeNOL 7 Mortgage and real estate loans 0

o special deductions from line 28, page 1 . Form K During this tax year did the corporation malnta n an y

1'120 (or line 24, page 1 . Form 1120-A) of that part of its accounting/tax records on zed
8 Otner investments (attach schedule) ............................ ...........................

. V
corporation for the tax year ending with or within your systeM7

9 8.0chngs aid other depreciable assets .
a Less accumulated depreciatior.

tax year. L Check method of accounting :(1) '0
Depietable assetsCash

(2) Did any individual, partnership, corporation, (2) Accrual a Less accumu!ated dep!etio n
e late, or trust, at the end of the tax year . own. I I _aoc 'net ofa. y amortization) WARMIRM11,
d 'irectly or indirectly, 50% or more of the (3) Other (Specify) 0. . . .. . . . . . .

. . . . - ___ '

I1
12 ,tan&bleas ets (amortizable only),

corporation's voting stock? (For rules of attribution, /pill M Has the corporation elected to use ts own payou t
see section 267(c).) . . . . . . . . . . pattern for discounting unpaid losses and unpaid W11111111111i a'Less accurnslaled amortization

I
"Yes," attach a schedule showing : (a) Name, loss adjustment expenses? . . . . . . . . 13 (,-rer assets (attach schedule)

address, and ident fication number ; (b) Percentage N ( 1) Enter the total unpaid losses shown on your 14 Total asse-s

owned : and (c) If the owner of that voting stock was a Liaannual statement: bilities and Stockholders' Equity
person other than a U .S . person (see instructions).. 15 Accounts payabl e
check 'Yes' and show owner's country . . . . (a) for the current taxable year : $ . . . . . . . . . . . . . ..

. 16 Mortgages notes, bonds payable in less than 1 year

----------- -- * '** --- -------- -- **** ----- ---- ------ 17 Other current habifities (attach schedule) .
Note: If question G(2)(c) is checked "Yes," the (b) fortheprevioustaxable year:$ . . . . . . . . . . . . . . . . . .. .
corporation may have to file Form 54 72. 10 18

Loans from stockholders

(2) Enter the total unpaid luss adjustment expenses 19 Mortgages. notes . bonds payable in I year or more
H Was the corporation a U .S . shareholder of any

controlled foreign corporation (see sections 951 and shownon
-
your annual statement: 20 Other liabilities (attach schedule )

957)? . . . . . . . . . . . . . . . . (a) for the current taxable year: $ . .. . .. . . . . . . . . . . . . . . 21 Capital stock a Preferred stock . . . . . co

(if 'Yes ." attach Form 5471 for each such corporation .)
b Common stock . . . . .

Note: Domestic and foreign corporations in a trade or (b) forthe previous taxable year : $ . . . . .. . . . . . . . . . . . . . . 22 Paid-in or capital surplu s
23 Reta nedearnings-Appropriated (attach schedule)i"business in the U.S. that are controlled by a foreign 0 Does the corporation discount any of the loss

person may have to file Form 5472. reserves shown on its annual statement? . . . . 24 Petained earnings-Unappropriated . . . In
25 Less cost of treasury stock. 0

1 At any time during the tax year . did the corporation P Enter the amount of tax-exempt interest received or -1
have an interest in or a signature or other authority accrued during the tax year Ill, ~ . . . . .. . . .. . .. . . . . . . . . . . ........ 26 Total liabilities and stockholders equity

over a financial account in a foreign country (such as Schedule M- I -Reconciliation of Income per Books With Income per Return 3
a bank account, securities account, or other You are not required to complete t is schedule if the total assets on line 14, column (d), of Schedule .Lare less than $25,000.

financial account)? (See the instructions for 1 Net income per books . . . . . . . . 7 Income recorded on books this year not
exceptions and filing requirements for form TO F
90-22 .1 .) . . . . . .

. * ' ' * . .

2 Federal income tax . . . . . . . included in this return (itemize )

It "Yes,' write in the name of the foreign country 3 Excess of capital losses over capital gains a Tax-exempt interest $ . ~ ~ ~ ------
4 Income subject to tax not recorded on books I I ---- ------- . . . . . . . . . . . . . . . . . . . CL

Schedule K-Subtractions From rotecti In Against Loss Account (See Instructions .) this year (itemize) . . . . . . . . . . . . . . . . . . . . . . ----- --------- I --------------

References are to section 824(d)(1) prior to Its repeal by P .L. 99-514 .
5 Expen

-
se

-
s

. .
recorded

__ 0 -
n
__

books
-
this- ye

.
a r

.
. n

.
ot
, 8 Deductions in this tax return not charged

against book income this year (itemize)

1 Balance at beginning of year . . . . . . . . . . . . . . . . . . . . . . . . . deducted in this return (itemize) a Depreciation $ -----------

2 Subtractions (attach computation of any items in lines 2a through 2d) a Depreciation $_ ---------------- b Contributions carryover $

Section8 4(d IX 2a b Contributions ca(ryover$ ------------- . . . . . . . -------------2 X1 6: . . . . . . . . . . . . . . . . . .
c Travel and Entertainment$ ----------------

Section 824(dX XC . . . . . . . . . . . 2b 9 T la, of Ii n es 7 and 8
otal of lines I through 5 -------- ------- j 0 Income(Sch ule A, line 34Hir 6'les~line9-6 T ------------------ --

Schedule M-2-Analysis of Unappropriated Retained Earnings per Books (line 24, Schedule L )
c Section 824(dXlXD) . . . . . . . . . . . . . . . . . . 2c You are not required to complete t is schedule if the total assets on line 14, column (d), of Schedule L are less than $25,000 . (A

d Section 824(dXIXE) . . . . . . . . . . . . . . . . . . I 2d I Balance at beginning of year 5 Distributions: a Cash . . . . .
2 Net income per books . . . . . . . . b Stock . . . . .

e Total-add lines 2a through 2d. Enter here and on Schedule A, line 10 . . . . 3 Other increases (itemize) . . . . . . .. c Property . . . .

3 Balance at end of year-subtract line 2e from line 1 . . . . . . . . . . . . . . . 3 -------------------------- 6

Ot

-

h

-

e

I

r

-

decreasesli
.
term

-
ze

- ) ------------. . . . . . . . . . . . . . . . . . . . . .

----------------------------- ------- - . . . . . . . . . I --------------
7

Total Of
lines 5 and 6 . . . . . .

4 TWal~o'i li n' eis'l, 2, and
3 111

Balameat end of year (line 4 less line 7)



I empor Regulations section 1 .448 . IT(g) D. Interest and .Penaltles F rms It and III Wage and Tax
d 1 aZDepartment of the Treasury calftlil(allot an 44 -IT(h) . Attach Form 3115 to Form S t:me

-ribct) . Hirw F,,s,o, CA 93888 1120 Interest and penalty cl~arges are described Stt
:t e% and Transmittal of income and Tax

Internal Revenue Service
_ a,, PC .See section 448 for more m n s.
Dela-re . District of

-
information. below. If a corporation files late or ails to Pay Form it Statement to

., Recipients ofco' 8 8 rat
Col,mb,, . Maryland, Ph .1,delphui, PA 19255

the tax when due, it will be liable for peniftes Annuities
. F~nsions. Retired Pay . or IRA

PellsyNa-,V,,g,,,a 2
'
Rounding 0I to Whole-Dollar unless it can show.that failure to file or pa Payments

.
Amounts ' was due to reasonable cause and not willfulInstructionsfor Form 1120-Pt; Corporations having their principal place of
You may show mo

,

ney items on the return and neglect
. Form 1096 . Annual Summary and Transmittal

business outside the United States or claiming of U .S . Information Returns .
t, SiSt accompanying schedules as whole dollar 1 . Iditertahst. -1 nte rest is charged on taxes not Fhorm

1098. Mortgage Interest Statement .a,possessions tax credit (section 936 amounts, To do so, drop any amount less than pat y fil e due date, even if an extenc on o f
U.S . Property and Casualty Insurance Company Ife with the Internal Revenue Service Ceuser, time to e is granted . Interest is also harged T is form is used to report the receipt from

P 50 cents and increase any amount from 50 any individual of $600 or more of mortgage
Income Tax Return hiladelphia, PA

19255, cents through 99 cents to the next higher on penalties imposed for failure to file .
The separate income tax returns of a group interest in the course of the corporation's

dollar . negligence, fraud, gross valuation trade or business for any calendar year .
(Section references are to the Internal Revenue Code unless otherwise noted .) of corporations located in several Service overstatements . and substantial 0

Center regions may be filed with the Service 3 . Depositary Method of Tax understatements of tax . Interest is charged Forms 1099-A, 6, DIV, INT, MISC, DID,
Center for t he area in which the principal Payment I from the due date (including extensions'

'a
'he PATR, R. and S . Information returns for 0

Paperwork Reduction Act Life Insurance companies .-Liie inSdrance office of the managing corporation that keeps The corporation must pay the ta date of p yment . The interest charge is fi Ured roe.rling .bandonments, acquisition hrou h -1
companie should file Form I 120L. U .S. Life all the books and records is located .

x
due in full a

1 8 10Notice at a rate determined under section 6621 reclosure, proceeds from brokers and barte r
InsurancesCompany Income Tax Return . when the return is filed but no I ter than 21/2

r'n
.-A corporation that exchange transactions, certain dividends an d

We ask for this information to carry out the Signature months after the end of the tax aye r* 2 . Late Filing of Retu distributions, interest payments, payments for 0
I ernat Revenue laws of the United States When To File The return must be signed and dated by the Deposit corporation income ta payments, fails to file its return when due (including certain fishing boat crew members, medical `9
nt taxpayers are in general a corpora th a Federa extensions) may be subject to a penalty of

5% 2)We need it to ensure that tion must file it, income (and estimated tax payments) wi and dental health care payments . direct sales
of 'by

he 15th day of the 3rd month presiden!, vice7president, treasurer
. assistant Tax Deposil~Coupon (Form 8109) . Be

Sur
a month or fraction of a month, up to a of consumer goods for resale, miscellaneous f-111.com ying with these laws, and to allow usto tax return t treasurer chief accounting officer, or any e to maximum of 25%, for each month the returnfigure and collect the right amount of tax . You after its tax year ends . A new corporation filing other cor~orate officer (such as tax officer) darkenthe 1120" boxonthecoupon . Make is not filed . The pena is

~incorne payments, nonemploye e
Ity imposed on the net pensation

. original issue discount,these tax deposits with either a financial amount due
. The mini penalty for failure patronage dividends . and total distributions

are required to give us this information . a short period return must g6nerally file by the authorized to sign . A
receiver, trustee, or institution qualified as a depositary for federal mum from profit-sharing plans

. retirement plans,
The time needed to complete and file this 15th day of the 3rd month after the short assignee must sign and date any return to file a tax return within 60 days of the due

form will vary depending on individual period ends . A corporation that has dissolved required to be filed on behalf of a corporation . taxes or the Federal Reserve bank or branch date for filing (including extensions) is the and individual retirement arra
nthe gernents. andcorcumsl~ances . The estimated average time is : must generally file by the 15th day of the 3rd If a corporate officer filled in Form sewing the geographic area where lesser of the underpayment of tax or $100. proceeds from real estate tran tions . AlsoRecordlueeping 104 his .. 45 min

. month after the date it dissolved . A foreign 1 120-PC, the Paid Preparer S space under corporation is located. Do not submit deposits Since Regulations section 1 .6012-2(c) use these returns to report arnsoaucits that werecorporation that does not maintain an office or Signature of officer" should remain blank . If directly to an IRS office : otherwise th e
Learning about the law place of business in the U .S . has until the 15th corporation may be subject to a failure tosomeone prepares For. I 120-PC

and does requires that the annual statement approved received as a nominee on behalf of another
or the form . . . . . . . . 42 hns . day of the 6th month after the end of its tax not charge the corporation, that person shOUld deposit penalty. Records of deposits w till be by the National Association of Insurance person .
Preparingthe form 78hrs .,7min . year to file

. not sign the return . Certain others who sent to IRS for crediting to the corpora ion's Commissioners (NAIC) be filed as part of the For more information, see Pub . 916,
Extension .-File Form 7004, Application for account . See the instructions contained in the return, a late filing penalty may be imposed for information Returns .

Copying
. assembling, and Automatic Extension of Time To File prepare Form

I 120-PC should not sign
. For coupon book (Form 8109) for more not including the annual statement when the Note

: Every corporation must file informationsending the form to IRS . 9 h,S .. 23 min . example, a regular, full-time employee of the information. return is filed.
returm if. in thecoursecifits, tradeorCorporation Income Tax Return, to request an corporation such as a clerk, secretary, etc . ,

If you have comments concerning the automatic 6-month extension of time to file . does not ha~e to sign . To help ensure proper crediting to your 3 . Late Payment of Tax.-Generally, the business, it makes payments of rents,
accurac V of these time estimates or Period Covered.-File the 1988 return for Generally, anyone who is paid to prepare account, please write your employer penalty for not paying tax when due is % of I % commissions, or other fixed or determinable
suggestions for making this form more simple, identification number. the type of tax paid of the unpaid amount, up to f, maximum of income (see section 604 1) totaling $600 o rY calendar year 1988. Form 1 120-PC must sign the return and fill in

25%. f r each month or frac, on of a month more to any one person during the calenda r
we would be happy to hear from you

. oucan the other blanks in the Paid Preparer's Use and the tax period to which the deposit applies the taxorentains unpaid. The penalty is COwrite to the Internal Revenue Service, Where To File Only area of the return . on your check
. imposed on the net amount due.

year.
Washington . DC 20224, Attention

: IRS a get more deposit coupons, use theReports Clearance Officer . TR :FP; or the If the -p-ti ..' . Use the,fRilowing The preparer required to sign the return T Form 5452. Corporate Report of Nontaxable
Office of Management and Budget, principal business, Int- tovemie reorder form (Form 8109A) provided in the 4. Underpayment of Estimated Tax.-A Dividends.C MUST

complete the required preparer corporation that fails to make estimated tax Form 5498 . Individual Retirementoffice. or agency is Se-c' enter information and* coupon book .Paperwork Reduction Project (1545-1027). located 1. xidii-s payments when due may be subject to an Arrangement Information . Use this form to9 Sign it, by h nd, in the space provided far For more information concerning deposits, underpayment penalty for the period of report contributions (including rollover _nWashington .OC 20503, V V
the preparer'sasignature. (Signature stamps or see Pub. 583, Information for Business underpayment

. To avoid the estimated tax contributions) to an individual retirementlabels are not acceptable.) Taxpayers,
0

General Instructions Ne . Jersey, Ne, York Ne, is PC to the penalty, the corporation must make estimated arrangement (IRA) and the value of an IRA or
N

Give a copy of Form 1120 1 simplified employee pension account .York City and counties of 4. Estimated Tax tax payments of at least the smaller of 9096 ofland H,lt,,,Ile, NY 00501 taxpayer in addition to the copy filed with IRS. he tax shown on the return, or 100% of its Form 5713. International Boycott Report, ford we~RA . Purpose of Form Na-u ock Suffolk.
ction 6655 for detail san tchest,,) Tax return preparers should be familiar with Generally. a corporation must make estimated prior years tax . See se Persons having operations in or related toForm I I 20-PC, U -S .Property and Casualty th~or responsibilities . See Pub. 1045, tax payments if it can expect its estimated tax and exceptions . Form 2220, Underpayment *boycotting' countries. ln addition . PersonsInsurance Company Income Tax Return . is Connecticut . Matne. In mation for Tax Practitioners, for more (income tax minus credits) to be $500 or of Estimated Tax by Corporations, is used to who participate in or cooperate with a nma-chus its, more. Use Form 1120-W. Corporation see ifthe corporation owes a penalty an dused to report income, gains, losses, Ne, Hampshire N- York Andover, MA 05501 details. to international boycott may have to completedeductions, and credits of insurance (allothe,count,es) Estimated Tax, as a worksheet to compute figure the penalty, Generally, the corporation Schedule A or Schedule 8 and Schedule C ofcompanies other than life insurance Rhode Island . Vermont C. Figuring and Paying the Tax estimated tax. does not have to file this form because TS can Form 5713 to compute their loss of thecompanies . 1 . Accounting If the coiporation overpaid estimated tax, it figure the amount of any penalty and bi I the following items : the foreign tax credit, theFlorida, Georgia, Atlarita, GA 39901 may be able to get a *quick refund" by filing corporation for it . However, you must CLC

no deferral 9feam1DnT I a I lied foreignSouth arob I
Co~ncoit '0 n dB. Filing Form 1120-PC - Accounting Methods.-Taxablefincome must Form 4466, Corporation Application for Quick complete and attach form 2220 even if the corporal a IC- s, a FSCKansas Ne Mexico, Austin, TX 73301 be computed using the method a accounting Refund of Overpayment of Estimated Tax . The corporation does not me the penalty it : benefits' n 'Who Must File Oklahoma .wTexas regularly used in keepingthe corporation

" overpayment must be both: (1) at least 10% of (a) the annualized income or adjusted Form 82'64 . Application for Registration of aEv ry domestic nonlife insurance company to Kentucky, ovoks and records . In all cases, the method ex I x liability, and (2) at least seasonal installment method is used, o rgled incomefof C I clearly reflect taxable inc $,p Tax Shelter . This form is used by tax shelter' (Asubject to taxation under section 831 and Vic'h rnc,nnar. OH 45999 adopted naus orn ega, h... T .apply, il: Form 4466within 2-h (b) the corporation is a 'large corporation" orpnizem to register tax shelters with the IRS a.*.every foreign corporation carrying on an West Vig,n, . See section 446. months after the end of the tax year and computing its first required installment based for the purpose of receiving a tax shelte rinsurance business within the U.S .that would Unless the Ia. specifically permits before the corporation files its tax return . on the prior year's tax. If you attach Formquality as a nonlife insurance company subject Illinois, 10;a, Niuveso!3% Kansas City, MO 64999 otherwise, the corporation may not change the 2220, be sure to check the box on line 15 . and registration number.to taxation under section 831 if it were a U .S . Missouri. consm - method of accounting used to report taxable Caution: Alsosee the instructions forpage 1 . enter the amount of any penalty on that fine . Form 8271 . Investor Reporting of Tax Shelter 0corporation must file a return on Form 1 120- Alaturna, ' income in earlier years (for income as a whole line 14c andSection 847(2).
5. Overstated Tax Deposits .-It de Registration Number. This form is used b y, Loui~iuir~Arkan_ .

posits are taxpayers who have acquired an interest in aPC . This includes organizations described in . MisS .Ss,pp Nernplus, IN 37501 or for. any material item) unless it first secures 5. Timing Change In Deducting overstated, the corporation may be subject to - tax shelter, which is required to be registered,section 501(mXl) that provide commercial- North Carolina Tennessee, IRS consent on Form 3115, Application for Accrued Expenses a penalty of 25% of the overstated deposit to report the tax shelter's registration number . 0type insurance and organizations described in At ska, A imna, Calif.- Change in Accounting Method. claim. Sea section 6656(b).section 333 . (counties of Alpine. For tax years beginning after December 3 11 Generally, an accrual basis taxpayer can Form 8271 must be attached to any taxExceptions .-A nonlife insurance company Ama or, Butte, Colverat . 1986, existing Blue Cross or Blue Shield deduct accrued expenses in the tax year that 6. Other Pensittles.-There are at penalties eturn(i I d Ii tionfortentalived that can be imposed for negligence ,that is: colusa. Contra Gamut, Del organi tions and certain other organizations all events have occurred that determine the ;efund (2.u 1 39so mf "=ti.n Applicationis None, El Doniclo. Glenn, d Za liability, and the amount of the liability can be substantial understatement of tax. and fraud. for Tentative Refund) or an amended retum)Exempt under section 50 l(cX 15) should H,mboldt, Lake, Lassim, escribed in section 501(m) that provide
file Form 990, Return of Organization Exempt manit, Mendocino, Mcatic. commercial-type insurance are taxable under determined with reasonable accuraci . See sections 6653 and 666 1 . on which a deduction, Credit . loss, Or other taxNapa, Nevada, Placer . benefit attributable to a iax shelter is taken offrom Income Tax. subschapter L. However, all the events that establish E. Other Forms, Returns, any income attributable to a tax shelter i sPlum"s, Sacramento, San Ogden . UT 84201 Corporations (other than qualified personal liability for the amount are treated as Schedules, and Statements reported

.a Subject to taxation under section 83 1 . and Joaquin, Shasta, Sierra .
that disposes of its insurance business and Siskiyou . Solaro, Sonoma. service corporations) are not permitted to use occurring only when economic performance Form 8281

. information Return for Publicly' Strider, Tehama. Trinity, the cash method of accounting if their average takes place . There.are exceptions
. See section That May Be Required Offered Original Issue Discount Instruments .under section 83 1 . but that continues li Yolo and Yuba), Colorado, annual gross receipts are more than 461(h).reserves, or otherwise ceases 'to be taxed

1 . Forms This form' terally required to be filed byis Idah6 Montims Nebraska .corporate existence while fivinding up and Nevatia . North O.kta . $5,000,000 .
Corporations required to change The corporation my he" to file any of the issuers of 11rific offering; of debt Instrumentsliquidating its affairs, should file Form 11 20, Oregon. South Dakota. from the cash method because of thi s

U .S. Corporation Income Tax Return . Utah . via hington . provision must complete and file Form 3115in following: within 30 days of the issuance of the debtwimmurg, accordance with the requirements in . Page 2 instrument.

is __J



Form 8300 . Report of Cash Payments Over 4. Attachments Line 3a.-Members of a controlled group, as Tax Computation Worksheet (For members of a controlled group) Line 7d. Credit few prior year minimum
$ 10,000 Received in a Trade or Business defined in section 1563,are entitled to one tax.-If the corporation had an alternative
Generally, this form is used to report the Please complete every applicable entry space $50 000 amount and one $25,000 amount (in 1. Enter the taxable income (line 1 or 2, page 1) . . . . . . . . . . minimum tax liability in a prior tax year
;eceipt of more than $ 10,000 in cash or on Form

1 120 PC~ Do
not attach statements thaf'order) in each taxable income bracket on 2 . Enter line 1 above or your share of the $50,000

taxable income beginning after 1986 but has no current year
oreign currency in one transaction (or a series and write -See attached" in lieu of completmg line 3b . bracket, whichever is less .

. . . . . . . . . . . . . . . alternative minimum tax. it my be able to
of related transactions) the entry spaces on Form

11 20 PC . When a controlled group adopts or later take the credit for prior ear minimum tax See
It more space is needed on the fornis or amends an apportionment plan, each member 3 . Subtract line 2 from line I . . . . . . . . . . . . . . . . Form 8801, Credit for Xior yesir Minimu mi

2 . Consolidated Returns
c

hedules, attach separate sheetsmificating must attach to its tax return a copy of its c 4 . Enter line 3 or your share of the $25,000 taxable income bracket, Tax, and section
53 .

Ifan affiliated group of corporations includes at the top of each attachment the form consent to this plam The copy (or an attar hed Line 9. Foreign corporations.-A foreign
one or more domestic life insurance number or schedule letter at the farm of statement) must show the part of the amount whichever is less . . . . . . . . . . . . . . . . . . . corporation carrying on an insurance business
companies taxed under section 80 1, the schedule being continued . Sh .w the same in each taxable income bracket apportioned to 5 . Subtract line 4 from line 3 . . . . . . . . . . . . . . . . within the U .S. is taxable in he 'a manner
common parent may elect to treat those information called for on the form in the same that member . There are other requirements as

6 . 15% of line 2 . . . . . . . . . . . . . . . . . . . .
as a domestic insurance =4ny on its

companies as includible corporations. The life order as on the printed forms, Be sure to show well . See Regulations section 1 . 1561 .3(b)for income effectively conneVted with the conduct
in urance companies must have been totals on the printed forms . Please use sheets the requirements and for the time and manner 7 . 25% of line 4 . . . . . . . . . . . . . . . . . . . . of a trade or business within the U .S. See 0
members of the group for the 5 tax years that are the same size as the forms and of making the consent. sections 842 and 897 . Income from source

simmediately preceding the tax ye schedules . Attach these separate sheets after B . 34% of line 5 . . . . . . . . . . . . .. . . . . . . . 0ar for which Equal Apportionment Plan . Itno outside the U .S. from U .S . business is treated
1%

the election is made . See section 1504(c)(2) all the schedules and forms . Also, put the a ploortionment plan is adopted, the members 9 . If the taxable income of the controlled group exceeds $100,000, as effectively connected with the conduct of a
and regulations section 1 . 1502 117(d)(12) corporation's name and employer of the controlled group must divide the enter the portion of the lesser of 5% of the excess over $100,000 or trade or business within the U.S . Fora 10

The parent corporation of an affiliated identification number
(EIN) on each sheet

. amount in each taxable income bracket $11,750 that this rnemb~r must pay . . . . . . . . . . . . . . definition of effectivel connected income, see
0

group of corporations must attach Form 85 1 . equally among themselves . For exaniple, sections 864(c) and;147, -1
Affiliations Schedule . to the consolidated Specific Instructions controlled group AB consists of Corporation A 10. Add lines 6 through 9. Enter here and on line 4, page I . . . . . . . Generally, any other U.S . source income

0)
return . For the first year a consolidated return Line A and Corporation B. They do not elect an received by a foreign corporation that is net PO.
is filed . each subsidiary must attach Form Employer identification number .-Enter the apportionment plan . Therefore, Corporation A Line 4. Income tax effectively connected with the conduct of a
1 122, Authorization and Consent of is entitled to $25,000 (one-half of $50,000)in business within the U .S. is taxed at 30% (or at (D
Subsidiary Corporation To Be Included in a

corporation's employer identification numbe If the amoun t
Co (EIN). A corporation that does not have an 1'

the first taxable income bracket and $12,500 on line Ior 2 a lower treaty rate). See section 881 . If you
nsolidated Income Tax Return.

N
(one half of $25,000) in the second taxable For. 1120-PC have this income, attach a schedule showing

should apply for one on Form SS-4, income bracket on line 3a
. Corporation B is the kind and amount of income, the tax rate

File supporting statements for each Application for Employer Identification Is : its tax is : Of the (30% or a lower treaty rate), and the amount
corporation included in the consolidated Number

. This form may be obtained rom also entitled to the same apportionment in
Butnot amount

U most IRS a Itration 1
0 oftax. 4-111.return. se columns to show the following, nd Social Security Adminis each amble income bracket .

Over- ove- ver-
both before and after adjustments : offices Send Form SS-4 to the same Internal Unequal Apportionment Plan. Members of a Additional taxes resulting from the net

• Items of gross income and deductions . Revenue Service Center to which Form 1 120 controlled group may elect an unequal 0 $50,000 -------- 15% 0 investment income adjustment may offset a
PC is mailed. If the EIN has not been received apportionment plan and divide the taxable company's 30% tax on U .S . source income.

• A computation of taxable incom,
by the filing time for the corporation write income brackets as they wish . There is no $50,000 75,000 $7,500+25% $50,000 The tax reduction is determined by multiplying

or
Balance sheets as of the beginning and end "Applied for" in the space provided ior the need for consistency between tamble income the 30% tax by the ratio of the amount of (A

Of the tax year . EIN . brackets. Any member of the controlled group 75,000 . . . 13,750+34% 75,000 income adjustment to income subject to the
maylb entitled to all, some, or none of the Additional tax. It a corporation's taxable income exceeds $100,000, the total tax imr of of 30% tax computed without the exclusion for _L• A reconciliation of retained earnings

. Line E taxable income bracket . However. the total section 11 (see the table above) is increased by the lesser of : 5% of the excess over
1;; .

un er interest ~n state and local bonds or incom e
• A reconciliation of income per books with

C
amount for all members of the controlled 000' exam

income per return. heck the box provided it the corporation is a or $11,750 . pied from taxation by treaty. See section
election group cannot be more than the total amount in Include on line 4, page

1, Form 1120-Pi any interest charge for certain installme 842(cX2) . Attach a statement sho* howforeign corporation and has made the e nt sales. See
rAttach consolidated balance sheets and a ach taxable income bracket . c

you figu ad the r 871 tax .reconciliation at consolidated retained under section 953(c)(3)(C) to treat its related section 453(IX3) and 453A(c) for details . Write on the dotted line to the left of line 4 "Se
Line 3b .- Members of a controlled group of r 453(l)(3) (or Sec. 453A(c)) interest-$(amount)" . Attach a schedule showing the Com

pu6tior,. Enter the net tax imposed by section 881 tax
earnings . person insurance income as effectively t

iconnected with the conduct of a trade or corporations are treated as one corpora on to on line 9, page 1 .

3 . Statements business in the United States. A foreign figuring the additional 5% tax . If the additional Une 7a
. Foreign tax credit .-See Form Jobs credit. -The jobs credit, if elected is Note: Interest received from certain portfolio

corporation making this election shou Id file its tax applies, each member of the group must 1118, Computation of Foreign Tax Credit- allowed for hiring members of targeted gr~ups debt investments that were issuedafterJuly
NAIC Annual Statement .-Regulations return with the Internal Revenue Service a

.ttach a schedule that shows the taxable Corporations, for an explanation of when a during the I . 184,Jobs 18, 1984, is notsubjectto the tax .
section 1 .6012-2(c) requires that the Center, Philadelphia, PA 19255 . income of the entire group as well as how its poration can take this credit for payment of Credit, for definitions, special rules, and Note: Section 953(d) allows a foreign

1120.PC .
n shall apply to

portion of the additional tax (entered on line ~inoc'om limitations . insurance company to elect to be taxed
as aNAIC annual statement be filed with Form Note

: Once made, this electio 3b) was figured
. e tax to a foreign country . 0

Stock ownership in foreign
the taxable year for when it is made and to all

The Tax Computation Worksheet includes Line
7b. Other Credits.- Do not take an expense deduction for the domestic corporation. Attach a statement if "I

subsequent taxable years unless re of with See Form 5712, part of the wages or salaries paid or incurred the corporation wistres to make the election.
asury.

he c mputation of an additional 5% tax on Possessions tax credit- Include the additional tax required on line 13.corporations.-Aftach the required t.`;e consent of the Secretary of the
I

wh ich is eq ua I to the a mount of the jobs credi t'voke
'he eocess of a corporation's taxable income Election To be Treated as a Possession s

statement to Form 1 120 .PC iI I he corporation Corporation Under Section 936, for rules on determined without regard to the limitation See Section 953(d) for more details.
owned 5% or more in value of the outstanding Taxable Income and Tax over $100,000. The limitation on the based on the tax (section 38(c)). Line 20. Recapture Taxes .-
stock of a foreign personal holding company additional tax is $11,750 . no. to elect to claim the possessions ta x

and the a poration was required.to include in Computation Line 5 . Enter amount of tax that a reciprocal credit . Compute the credit on Form 5735, Attach a schedule to Form 11 20-PC to Recomputing of prior year investmentits go
c '

Computation of Possessions Corporation Tax show how and where you reduced the salary credit. -it property is disposed of or ceases toass income any undistributed foreign Line 1, Taxable Income, and Line 2, Taxable must Include .-Section 835
provides that a Credit Allowed Under Section 936 . Include the and wage deduction(s). Show in this s hedule be qualified property before the end of thepersonal holding company income from a Investment Income .-If the corporation is a mutual insurance company that is an credit in the amount shown on line

7b . On the the otherwise allowable deduction(s) before life-years used in computingthe regular orforeign personal holding company. See section small company as defined in section 831(b)(2) interinsurer or reciprocal underwriter can elect line to the left of the entry space, write the the reduction and the net amount actually energy investment credit, there my be a
551(c) . and makes the election under section to limit the deduction for amounts paid or amount of the credit and identity it as a deducted . Identity the line number, schedule, recapture of the credit . See Form 4255 ,

A corporation that controls a foreign 83 1 (b)(2)(A)(ii) to be taxed on taxable i ncurred to a qual ifyi ng attorney-i n4act to the section
936 credit . and page number of Form 1120-PC on which Recapture of Investment Credit .

corporation, or that is a 10%-or-more investment income, complete Schedule B amount of the deductions of the attorney-in-
Credit for fuel produced fro . a you made a reduction. If the reduction of Recapture of low-income hous'shareholder of a controlled foreign (ignore Schedule A) and enter the amount fact that are allocalble to the income received urg

corporation, or acquires . disposes of or owns from Schedule B, line 21, on line 2, page 1 . All by the attorney-in-fact from the reciprocal . If nonconventionalsource.-A credit is allowed salaries and wages is less th3n thejobs credit credit -if you must recapture part of the

5% or more ownership in the outsta4ng other companies should complete Schedule A this election is made, any increase in the for the sale of qualified fuels produced from a on Form 5884, explain the difference. lovein,come housing credit because there has 0.0

stock of a foreign corporation may have to file (ignore Schedule B) and enter on line 1, page taxable income of a reciprocal that is nonconventional source . Section 29 contains Alcohol fuel credit.-A corporation may be been a decrease in the qualified basis of a -1
a a definition of qualified fuels, provisions for able to take a credit for alcohol u ad as fuel . building from the prior year or if you disposed

For m 5471 . Information Return with Respect 1, the amount from Schedule A, line 36. attributable to this limitation is taxed at th
s of the building or an ownership interest in it ,I 1(b) . figuring the credit, and other special rules, Use Form 6478, Credit for Alcohol Used As r_

to a Foreign Corporation. Note: Once a company elects to be taxed on highest rate of tax specified in section I
Attach a separate schedule to the return Fuel, to figure the credit . see Form 8611, Recapture of Low-income 0

A domestic corporation or a foreign taxable investment income, it must continue If the mutual insurance company's taxable showing the computation of the credit
. Credit for increasing research activities- Housing Credit, and section 42U) . If yo u

corporation that is engaged in a trade or to be so taxed (as long as it qualities) unless income before I ncluch ng the section 83 5(b)
Orphan drug credit. -See section 28 and See Form 6765, Credit for Increasing attached Form 8693. Low-income Housing

business in the United States and is controlled the Secretary of the Treasury consents to the amOu at is $ 100,000 or more, make no entry esearch
0

by a foreign person may have to file Form revocation of the election. on line 5 . Otherwise, this tax is 34% of the Form 6765, Credit for Increasing R Research Activities, and section 4 1 . Credit Disposition Bond, wife on the dotted

5472 . Information Return of a Foreign-Owned section 835(b) amount . If there is an entry on Activities (or for claiming the orphan drug Low-income hoursulifcredit .-See section line to the left of line 10, *Forrn 8693

Corporation
. Tax Computation Instructions- line 5, attach a statement showing how you credit), for an explanation of when a 42 and Form 8586, Loweincome, Housing attached".

Transfers to a corporation controlled by
the Page 1, lines 3a-18 computed the tax . corporation can take this credit as well as how Credit. Line I Is. Alternative minimum ll

transferor.-If a person receives stock or Corporations that are not a member of a Reciprocal underwriters making the election it is figured
. Form 3800, General Business Credit.- Attach Farm 4626, Alternative Minimum

Se unties of a controlled corporation in controlled group should skip line 3, and use under section 835(a) are allowed a credit an Line 7c . General business credit-This Enter on line 7c, 1 . the amount of the Tax-Corporations, if the taxable income plus

c the line 4 instructions to figure their tax line 14g for the amount of tax paid by the credit is made up of the sum of the following credit from Formpl&, and check the boxes adjustments and tax preference items of the
exchange for property, and no gain or loss is corporation exceed $40.000 . See Form 4626
recognized under section 35 1 . the person including any additional tax, to enter on line 4 . attorney-in-fact that is attributable to the credits: indicating which forms are attached to the
(transferor) and the transferee must attach to Members of a controlled group of corporations income received by the aftorney-in-fact from Investment credit. -The investment credit return. If the corporation is claiming only one for details .

their respective income tax returns the should check the box on line 3 and compute the reciprocal in the taxable year . was generally repealed for property placed in of the above credits . it does not have to Line I 1b. Environmental Itax.-The

information required by Regulations section their tax by using the Tax Computation See section 835 and the related regulations service after 1985. See Form 3468, complete Form 3800. Instead, check the corporation may be liable for the

1 .351-3 . Workstaret below . Also, they should see the for special rules and for information regarding Computation of Investment Credit, for appropriate box and attach the form for which environmental tax if the modified alternative

instruc ions below for lines 3a and 3b before the statements that are required to be exceptions . the credit is being taken. However, if the minimum taxableincome ofthe t,
apo nFormZ76"Iff,computing their tax. attached to the return. corporation ties a carryforward or carryback of exceeds $2.000.000. See r

page 3 Page 4 any of these credits, it must use Form 3800. details.



01,

Line 12.12ersonal holding company tax .-A distributions to policyho liters. The net capital (is) under which In(! unabsorbed portion of (3)ana.ount(ifany)eqwltothenet the acquired property or,in the case of a For special ruin for contributions ofcorporation is taxed as a personal holding loss for these companies is the amount by surh premium deposits not required for losses, operating loss for the taxable year computed disposition . as a reduction in the amount inventory and other property to certain
company under section 542 it: which losses for the year Irom sales or -1-ises . or establishment of reserves is without regard to section 832(eX5XC) ; realized on the disposition . organizations, see section 170(eX3) and
e At least 60% of its adjusted ordinary gross exchanges of capital assets are more. than the returned or credited to the policyholder on (4) any amount improperly subtracted from See section 164(d) for the apportionment of Regulations section 1 . 1 70A-4A .
income, defined in section 5431bX2)

*
for the gains from thew sales or exchdngPs plus the camellation or expiration of the policy, the account under subparagraphs (A), (0), or taxes on real estate between a seller and a Charitable coribributions of wJmttflctax year is personal holding company income lesser of : must include in inco- an amount equal to (C) of section 832(eX5) to the extent that tax purchaser . property used for research .-A corporation

as detinetl in section 543(a), and (1) Taxable income (computed without 2% of the premiums carried on insurance and loss bonds were redeemed with respect to Line 19 . Interest.-Enter interest paid or (other than a personal holefilcomparry or a. n
'e At any time during the last hall of the regard to gains Or loss- firm, ,de, or during the taxable year with respect such amount ; accrued during the taxable year, except personal senrce organization can receive a
tam ble year more than 50% in value of its exchdilge.S of capital assets) : or to such policies returned or credited during (5) if a company liquidates or otherwise interest on indebtedness incurred or larger deduction for contributing scientific
outstanding stock is owned . directly or (2) Losses front the sale or e.change of if, . or. I... bit, year

terminates its mortgage guaranty . lease continued in order to purchase or carry property used for research to an institution of
indirectly . by not more than 5 individuals . capital assets sold or exchanged to bta Line 9. Income on account of the special guaranty, or state and local obligation obligations the interest on which is wholly tax higher education . For further information . see

Use Schedule PH (Form 1 1 :20) funds to meet abnormal insurance losses anti income and deduction accounts- Section insurance business and does not transfer or exempt . section 170(e).
Computation of U .S. Personal HoGing to provide for the payment of dividends and 832(e) requires companies which write certain distribute such business in an acquisition of Generally, the interest and cariyingcharges Documentation required for certai n
Company Tax, to figure this tax. similar distributions to policyholders kinds of insurance to maintain special assets referred to in section 381(a), the entire on straddles cannot be deducted and must be contributlons .-For contributions made in

0

Line 13. Dealers in personal property.-It Subject to the limitations in section accounts . The following special accounts must amount remaining in such account(s) shall be capitalized or added to inventory costs . See property other than money for which the total 0
the corporation deferred the payment of 1212(a). a net capital loss car'be carried back

I nclellanned : restored to incomf in the current taxable year ; section 263(g) . deduction claimed exceeds $500, attach a IN
c rain fair for its first or second tax year 3 years and forward 5 years as a short-te (1)a company which writes mortgage and schedule showing the name of each

V
"s

. Interest paid or incurred after 1986
that is organization to which such a contribution wa sendiregafter 1986 under the transition rule of capital loss guaranty insurance must maintain a Mortgage (6) except in the case where a company allocable to certain property produced by aI

guaranty account ; transfers or distributes its mortgage guaranty corporation for its own use or I ale must be made and the amount of the contribution . 0986 Act section 81 I(cX7), it must include For more intunridtion on gains and losses
0" Describe the kind of property contributed an dthe ratable portion of the tax due for the from sales or exchanges of prope (2) a company which writes lease guaranty insurance, lease guaranty insurance, or state capitalized . In addition, a corporation

rty'-' the insurance must maintain a lease guaranty and local obligation insurance business in an capitalize any interest on debt that it inmcouseed the method used in determining its fair marke tcurrent tax year on line 13 . Write on the instructions for Schedule D (Forill 1 1 20) and
account; and acquisition of assets referred to in section or continued in connection with an asse used value . If you include a contribution carryover, Pill.dotted line to the left of line 13. 'Sec . 453C Puts Sales and Other Dispositions of s

tax-$(amount) .' Attach a schedule showing Assets . (3) a company which writes insurance on 38 I(a), if the company is not subject to the tax to produce the above property . $ee section how the amount and how it was determined .
the computation . obligations the interest on which is excludible imposed by section 831 for any taxable year, 263A for definitions and for more information. Corporations lenerally must complete and
Deferred tax and Interest on undistributed Schedule A-Taxable Income from gross income under section 103 must the entire amount in the account at the close Line 20. Contributions.-Enter contributions attach Form 82

3 .
Noncash Charitable

earnings of a qualified electing fund under Gross income .-The gross amounts of maintain an account with respect to insurance of the preceding taxable year shall be
section 1294 . Follow the instructions for underwriting income and investment income on state and local obligations

. subtracted from the account in such preceding or gifts actually paid within the tax year to or Contributions, to their returns fo r
for the use of charitable and governmental contributions ofWperty other than moneysection

Form 862 1 to determine the amount of tax should be computed on the basis of the Amounts that are required to be added to tamble year . organizations described in 170(c)
-
and after June 6. 19 if the total claimed

owed or deferred to include in or subtract from underwriting and investment exhibit of the these special accounts under the provisions of Line 11 . Mutual Interinsurers or reciprocal for any unused contributions carried over from deduction for all property contributed wa s

I
he tot I tax on line 13. Write on the dotted annual statement approved by the National section 832(eX4) or 832(eX6) are allowed as underwriters-decreares In subscriber prior years . more than $5,DDO . C

a In Iline to the! left of line 13, 'Sec. 1294" and the Association of Insurance Commissioners . a deduction on line 33b of Schedule A . accounts.-Enter the decrease for the Corporations on the accrual basis may elect If you made a qualified conservation
amount of tax to be added to or subtracted . Note: In computing the amounts entered on Amounts that are required to be subtracted taxable year in savings credited to subscriber to deduct contributions paid by the 15th day contribution under section 170(h), include the
from the total for line 13. (Sh from these accounts under the provisions of accounts of a mutual insurance company that of the 3rd month after the eo. in brackets an lines Z 3, and 4, take all interest, dividend,, hnd of the tax year fair market value of the underlying property
amount to be subtracted .) Do not include on sections 832(e)(5) and 832(e)(6) must be is an interinsurer or reciprocal underwriter . if the contributions are aut onzedbythe before and after the donation . Describe theor rents received during theyear, ddinterest,

reported as income online 9 of Schedule A . See the instructions for line 29, Schedule A, board of directors duringthe tax year . Attach conservation purpose furthered by yourline 13 the interest charge due on the deferred dividends, or rems dusiond accruead at the end
tax. Instead. write 'Sec. 1294 interest' and of the taxable year, and deduct interest Additions to special accounts- Generally, for a definition of savings credited to to the return a declaration, signed by an donation and the type of legal interest
the amount owed in the bottom margin of dividends, or rents due and accrued at file end section 832(e) allows a deduction for subscriber accounts . officer, stating that the resolution authorizing contributed.
page 1, Form 1120-PC. of the preceding ramble yea~ For rules additions to reserves for mortgage guaranty Line 12. Other Incisme-Enter on line 12 the contributions was adopted by the board of Line 21 . Depreilation .-Besides CID
Line 14c. 1988 Special estimated tax regarding the accrual ofifividends, see :nsurance losses . lease guaranty insurance the total of all taxable income not reported on directors during the tax year . Also attach a depreciation, include on line 21 the part of the

C0payments.-Indicate on this line the portion Regulations section 1 .301-1(b). osses, or losses on the insurance of state and lines I through 11 . Attach an itemized copy of the resolution. cost that the corporation elected to expense
of your 'Idial estimated tax payments" that is local obligations resulting from adverse schedule listing the sources of all amounts The total deduction allowable in any year undersection 179 (limited to $10,000) for
t be applied to your 1988 special estimated Line

3a, column (1). Gross interest'- Enter economic cycles
. The deduction with respect included on line 12, may not exceed 10% of tamble income (line certain rmovery property placed in service

o
the gross amount of interest income, including to each of these types of insurance may no

tlax payments. Attach a schedule showing your all tax-exempt interest . 36, Schedule A) computed without regard to: during the tamble year .
computations. If an additional deduction for exceed 50% of premiums earned during the Deductions

(1) the deduction for charitable Una 22. Depletion .-See sections 613 an dundiscounted unpaid losses under section 847 Line 3b, column (1). Interest exempt under taxable year on that type of insurance
. Line I Sa . Salaries and wagere-Enter contributions ; 613A for percentage depletion rates Inis claimed on Schedule A, line 26 special section 103-Section 103(a) provides that Further

. no deduction is allowed unless the salaries and wages paid or accrued during the (2) the deduction for dividends received : applicable to natural deposits . Also, see 0estimated tax payments MUST ti~ made in an interest on state or local bonds is excludible company purchases tax and loss bonds in an taxable year
. Do not include salaries and section 29 1 for the limitation on the depletion 'a mou nt equal to the tax benefit attributable to from gross income . This exclusion does not amount equal to the tax benefit attributable to wages deducted (3) the deductions allowed under sections IN

the deduction. See section 847(2) for apply to: (1) any private act ivity tiond which is such deduction . elsewhere on your return, 249 and
250; deduction for imn ore and coal (including .

additional information. not a qualified bond within the meaning of These tax and loss bonds must be suchas contributions to a simplified employee lignite) . The reduction in a corporation's
section 141 ; (2) any arbitrage bond within the purchased on or before the date that any taxes pension plan that are deducted on line 23 of I. (4),:ny net operating loss carryback to the depletion deduction for iron ore or coal

Line 14g. Credit by reciprocal for in paid by meaning of section 148; or (3)any bond that Schedule A. xab year under section 172 ; and (including lignite) is 20%.
attorney-in-fact under section 835(d) .- (determined without regard to section 832(e))

does not meet the applicable requirements Of due for the taxable year for which the Caution : Ifyou provided taxable fringe
(5)

any capital loss carrylback to the taxable Foreign intangible drilling costs and mining
Enter the amount of tax paid byan attorney-m- section 149 (regarding the registration of tax- under section 1212(a)(1) :
fact that is attributable to the income received deduction is allowed are due to be paid . if a benefits to your employees, such as the year and development costs paid or incurred after

exempt bonds) . company would make payments of estimated personal use of an auto, do not deduct as Charitable contributions in excess of the 1986 must either be added to th eby the attDrney-in-fact from the reciprocal wages the amount allocated for depreciation 10% limitation may not be deducted in the corporation's basis for cost depletion purposesduring this taxable year. For additional Lines 3a and 3b, column (2) . Amortization tax if section 832(e) did not apply, then
and other expenses,that you claimed current taxable year but may be carried over .to or be deducted ratably over a 10-year period .information see section 835, the related of premium.-Enter on line 3a, column (2) . whether or not such company pays estimated
elsewhere on your return. the next 5 taxable years. A contribution See sections 2630), 616, and 617 for more

regulations, and the instructions for line 5 . the total amortization of bond premium, tax after the application of section 832(e
;, carryover is not allowed, however, to the information .including amortization on tax-exempt bonds . such bonds must be purchased on or before Line I Sb. Less jobs credit.-Enter on lin eUne 14h. Other refundable credits and Enter on line 3b, column (2). the amortization the date for paying such estimated tax in order 151a the amount of the jobs credit from Form dextent that it increases a net operating loss

ents.-Overpaid crude oil windfall profit iduction . Attach Form T (Timber), Forest Industries
paym of bond premium on tax-exempt bonds only . for them to be considered purchased on or 5894 . Jobs Credit . Schedules, if a deduction for depletion of
tax.-Include on line 14h any overpayment Special rule for contributions of certai n
from Form 6249, Computation of Overpaid Line 4 . Rents.-Enter gross rents computed before the date4hat any taxes due for the Line 16. Worthless agency balances and timber is taken .

a-*.uct rental taxable year are to be paid . If a deduction bills receivable.-Enter agency balances and property .-For a charitable contribution of Line 23, Pension. profit-sharing. etc. ,Windfall Profit Tax . See the instructions for, as indicated in the note above
. De~ pr party, y u must reduce the contribution by

that form for more information . Note: The expenses, such as repairs . interest, taxes
,
and would be allowed but (or the fact that tax and bills receivable that became worthless during thoe sum Oro plaml .-Employers who maintain a pension,

depreciation an the proper lines in tile loss bonds were not timely purchased, such the tamble year . profit-sharing, or other funded deferredwaleffiell profit tax does not apply to crude oil
1 . The ordinary income or short-term capital compensartion plan, whether or not qualifiedremovedafterAcgust22,1988. deductions section (lines 14 through 30). deduction shall be allowed to the extent such Line 17. Rents.-Enter rent paid or accrued

cc gain that would have resulted if the property under the Internal Revenue Code and whether V-6.Line 5 Royalties .-Enter gross royalties . If
purchases are made within a reasonable time, for business property in which the mpan

y
Sales or Exchanges of Capital you claim a deduction for depletion

. report it as determined by the Secretary, if all had been sold at its fair market value, and or not a deduction is claimed for the curren t
Assets on line 22

. applicable interest and penalties are paid has no equity. 2. All of the long-term capital gain that tax year, generally are required to file one of 0
Subtractions from special accounts-The Line 18. Taxes .-Enter taxes paid or accrued would have r suited if the property had been the forms described below . There areduring the taxable year . Do not include the eReport sales or exchanges of capital assets on Une

6 . Capital gain net income
.-Enter the following subtractions from the special income following taxes : sold at its fair market value. penalties for failure to file these forms on

(Acapital gain net income (if any) shown on line and deduction accounts are required
: The reduction for long-term capital gain time.Schedule D (Form 1 120) . You must report 11 of Schedule D (Form 1 120) . is Federal income tax . applies to: In addition. there is a penalty for overstatingever), sale. or exchange of a capital asset in (1) any amount added to an account must

detail, even if there is no gain or loss. Line 8 . Certain mutual fire or flood be restored to income at the close of 10 is Foreign income taxes or U .S, possessions the pension plan deduction. See section
In general, corporate losses from sales or Insurance comparniess.-Under the prove

.
seems years

1 . Contributions of tangible persona l1 (20 years in the case of insurance on section income taxes if you are claiming a foreign or property for use by an exempt organization for 6659A .of section 832(bXIXD) . a mutua fire orflood 103 obligations) ; U .S . possessions tax credit. a purpose or function unrelated to the basis Form 5500.-Complete this form for each
exchanges of

capital assets are only allowed insurance company whose principal busines s
up to the gains from such sales or exchanges . (2) any excess of the aggregate amount in e Taxes not imposed upon the corporation . for its exemption ; and plan with 100 or more participants.
However . for companies taxable under section is the issuance of policies : each account over the amount required by a Taxes, including state or local sales taxes 2 . Contributions of any property (except Fom 5500-Cor 5500-R.-Complete the83 1 . this general mle does not apply to losses (i) for which the premium deposits are the state law or regulation to be set aside in a that are paid or incurred in connection with ~n stock for which market quotations are readily applicable form for each plan with fewer than
from capital assets sold or exchanged to get same (regardless of the length of the term for reserve must be restored to income (see acquisition or disposition of property . Such available-see section 170(eX5)) to or for the 100 participants ,funds needed to meet abnormal insurance which the policies are written), and section 832(eX5XB) for special rules relating taxes must be treated as a part of the cost of use of certain private foundations

. (See Fermil 550DEZ -Complete this form for alosses and to pay dividends and similar to the determination of such excess amount)
; section 170(e) and Regulations section one-participant plan

.Page 5 Page 6 1 .170A-4.)



Note: Contributions to a pension or annuity Savings credited to subscriber amounts a ratio I s) (2) the deductions allowed by Lines Is and III, column (2). Amortization in service during the taxable year . See the Lines I through 9. column (2). Subject to

Plan representing past service costs are no . means the surplus credited to the individual szoo 140i]), section 244(a), subsection of premiums.-Enter on line la, column (2), instructions for,Form 4562, Depreciation and section 832(b)(5)(8).-Enter in column (2)

subject to the uniform capitalization rules of accounts of subscribers before the 16th day of (a) or (b) ofsection 245, andsection 247; (3) the total amortization of bond premiums, Amortization A so see section 834(d)(1) of the appropriate line those dividends that are

section 263A or the long-term contract rules the 3rd month following the close of the tax any adjustment under section 1059; and (4) i ncluch ng a mort int ion of premi um on tax- regarding the limitation of depreciation and subject to the provisions of sectio n

at section 460. Thus, an allocable share of all year . This is true only it the company would be any capital law carryback to the taxable year exempt bonds. Enter on line l1b, column (2), real estate experses on real estate owned and 832(b)(5)(8) . This will include: (i) all dividends

otherwise allowable pension costs, whether required to pay this amount promptly to a under section 1212(aX]) . However. this the amortization of bond premium on tax- occupied in part or in whole by a mutual (other than 100% dividends) received on stock

they 'late to current orpastservices, must be subscriber if the subscriber ended the contract limitation does not apply for any taxable year exempt bonds . insurance company. acquired after August 7 . 1986; and (ii) 100%

included in the basis ofproperly produced or when the company's tax year ends . The for which there is a net operating low as Line 3. Gross rents.-Enter the gross rents Line 12. Depletion .-Enter any allowable dividends received on stock acquired after

held for resale, including property the taxpayer company must notify the subscriber as determined under section 172. received or accrued during the taxable year . depletion on the royalty orcoine reported on August 7, 1986 . to the extent that such

produces under a long-term contract This requi red by Regulations section 1 . 823- Una 35b . Nei operating Ion Deduct rental expenses such as repairs, line 4 of Schedule B. See sections 613 and dividends are attributable to prorated

change in the law is effective for casts 6(cX2Xv). The subscriber must treat any deduction .-Enter the amount of any net interest, taxes and depreciation on the proper 613A for percentage depletion rates for amounts .
I.
ncurred after 1987 forproperty, (other than savings credited to the subscriber's account as operating loss deduction allowable under lines in the deductions section .

I natural deposits, In the use of an insurance company that

inventory) produced by the taxpayer, including a dividend paid or declared . section 172 . The net operating law deduction Line 4 . Gross royalties . -Ender the gross Attach Form T (Timber), Forest Industries files a consolidated return, the dete,mn :mtio
costs allocable to long-term contracts under Line 30 . Other deductions.-Enter the total for a given taxable year is the total of the net royalties received or accrued during the Schedules, it a deduction is claimed for with respect to any dividend paid by

aIm 0

section 460. For inventory costs the chajets lloable under sections 832(cXl) operating loss carryovers and carrybacks to taxable year . If you claim a deduction for depletion of timber, to another member of the affiliated group is 0deductions a
effective for tax years beginning after 19 7, and 832(c)(I 0) (net of the annual statement the taxable year . Generally, you must carry a depletion, see line 12, below . made as if no consolidated return was filed . -1
and is treated as a cha%v in accounting change in undiscounted unpaid loss net operating loss back to each of the 3years Line

13. Trade or business deductions- See section 832(g)
. V

method initiated by the taxpayer and made adjustment expenses) to the extent that they precedi ng the year of the loss and Over to each Line
5 . Gross income from trade or business Enter total deductions for any business Definition-

with IRS consent. Any adjustment required are not reported on lines 14 through 29 . of the 15 years following the year of the loss .
other than Insurance business and from income included in the insurance company's

0Form 4797.-Enter the gross income from gross investment income under section Acquisition date .-In the case of
under section 481 (a) must be included in Attach a schedule itemizing the amounts There is, however, an election available investments acquired by direct purchase, the
Income over a period not to exceed 4 years . included on line 30 .

whereby a company can elect to forego the any business other than an insurance business 834b)(2). Do not include deductions for an y
carried on by the insurance company or by a insurance business . Do not include losses trade date rather than the settlement dat e

Una 24. Employee benefit programs- Note: Effective for tax years beginning after carryback period and just carry the net partnership of which the insurance company is from sales or exchanges of capital assets or should be used for purposes of determining 0.11.
Enter the amount of contributions to employee December 31, 1987,

a deduction for additions operating loss Over to each of the 15 years a partner. Include section 1245, section 1250 property used in the business, or from the the acquisition date . In the case of (111
benefit programs (for example, to a reserve account for vacation pay is limited tollowing the year of the loss. The election may (as modified by section ~9 1), and other gains compulsory or involuntary conversion of investments acquired other than by direct
insurance, health and welfare programs) that to the vacation pay that is paid during the be made by attaching a statement to a return from Form 4797, Sales of Business Property, property used in the trade or business . purchase (such as those acquired through
:re not an incidental part of a pension, profit- current taxable year or within 21h months after that is filed on time (including extensions) . The on investment assets only, Line 14 . Interest

.-Enter interest paid or transfers among affiliates, tax-free
haring, etc., plan included on line 23. the close of the taxable year of the employer election is irrevocable. Note: New rules apply to installment sales by accrued during the taxable year, except on reorganizations, or the liquidation

of a

Una 26. Additional deduction (section with respect to which the vacation pay was The amount of the loss that may be carried subsidiary. etc .)
.

the actual acquisition date

earned by the employees. to eaN succeeding year in the carrybackor
nondealers ofproperty that is used in a indebtedness incurred or continued t o

847).-Any insurance company that is of I taxpayer's trade or business or held for the purchase or carry obligations on which the should be used regardless of the holding
P-0 .

required to discount unpaid losses under The change from the reserve method is carryover period is the excess, if any, he production of rental income if the sales price is interest income is wholly tax exempt period determined under section
1223. C

section 846 is allowed an additional deduction amount of such loss over the sum of the In the case of dividends received fro mtreated as a change in method of accounting greater than $150,000. An interest charge is See section 267 for the limitation on Ifiliates. a special rule applies in determiningthat is not to exceed the excess of ~ 1) the initiated by the taxpayer and made with IRS taxable income for each of the prior taxable imposed on the tax that is deferred under the deductions for unpaid expenses and interest in -he acquisition date
. This rule provides thatamount of the undiscounted unpaid losses, consent. The net amount of the adjustment years to which such loss my be carried . For installment method to the extent the transactions between related taxpayers . I

over (2) the amount of the related discounted required by the change in accounting method this purpose . the taxable income for any such outstanding face amount of installment the portion of any 100% dividend which is
unpaid losses, to the extent the amount as equals the excess of

the amount in the reserve prior taxable year shall be computed obligations arising from all dispositions of such Generally. the Interest and carrying charges attributable to prorated amounts shall be
not deducted in a preceding taxable year . at the end of the year preceding the year of provided in section

172(bX2). If ther :1s a property occurring during anyyear exceeds $5 on straddles must be capitalized . See section treated as received with respect to stock
Enter the amount of the additional deduction the change over the amount accrued at the carryback of a net operating loss, net capital million . See section 453A for more

263(g) . acquired on the later at: (a) the date the payor
on this line, and attach a schedule showing end of the year preceding the year of change law, or an unused credit, file Form 2139. information. Line 17 . Investment expenses.-Enter acquired the stock or obligation to which the

C0
your computation . and paid within 21h months after the close of Corporation Application for Tentative Refund, Line

6.
Income from leases described In expenses that are properly chargeable as prorated amounts are attributable, or (b) the

Note : Any insurance company taking the that year . The net amount of the adjustment within 12 months after the close of
the tax sections 834(b)(1)(B) and 834(b)(1)(C) .-

investment expenses . If you allocate general first day on which the payor and payee were co

additional deduction is required to : (1) make reduced by the balance in the suspense year for a 'quick refund" of taxes . See section Enter the gross income from entering into (or expenses to investment expenses, the total members of the same affiliated group a s

Special Estimated Tax Payments equal to the account under section 463(c) must be 6411 . changing or ending) any lease mortgage .or deduction cannot be more than the amount defined in section 243(b)(5), Also, if theup

tax benefit attributable to the deduction, and included in income as follows: 25% for the A net operating loss cannot be carried to of other instrument or agreeme~t from which the shown on Schedule B, Part
It . line 18 . Attach a taxpayer is a member of an affiliated gro

(2) establish and maintain a Special Low year of change, 5% in the first year after the from any tax year for which the insura schedul ing the kind and amount of the filing a consolidated return, its determination
sa

Mc company earns interest, dividen( , I edsho.
Discount Account. See section 847 for details. year of change, 35% for the 2nd year after the company is not subject to tax under han royalties. Js rents or itemsan group the minor items into one of dividends received is made as if the group In

Line 28. Dividends to policyholders .- Enter yearofichang and35%inthe3rdyearafter 831(a). or to any taxable year if (betwee the Line
7 . Gain from separate Schedule D.-

amount . were not filing a consolidated return .

the total dividends and distributions the year of chenge. However, it Rev . Proc . 84- taxable year train which such law is being Prorated amounts .-The term "prorated 0

similar 74 1984
.2 C .B . 736 requires the adjustment carried and such taxable year) there is an Enter the capital gain net income (if any) Schedule 8, Part 11-Invested amounts" means tax-exempt interest and -1

paid or declared to policyholders in their shown on line 11 of Schedule D (Form 1120) .capacity as such, except in the case of a to be taken into account over a period of less intervening taxable year lor which the Assets Book Values dividends with respect to which a deduction is
*ham 4 years, the adjustment is to be included insurance company wasnot subject to tax Deductions allowable under section 243, 244, or 245

mutual fire insurance company exclusively Schedule B, Part 11, is used to compute the
issuing perpetual policies

. Whether dividends in income ratably over the shorter period. See imposed by section 831(a)
. Line 9 . Real estate taxes.-Enter taxes paid limitation on investment expenses required (other than

100% dividends) ,

have been paid or declared should be 1987 Act section 10201 for more information. See section 172 for special rules
'

100% drvidends .-The term * 100%
determined accordingto the method of Line 33a . Special deduction for section 833 limitations, and definitions pertaining to net or accrued on real estate owned

by the under section 834(c)(2) when any genera l

accounting regularly employed in keeping the organizations-Enter the amount shown on operating loss carrybacks and carryovers . Also
any and deductible under section 164 . expenses are in part assigned to or inclu&d in dividend" means any dividend if th e

comp
percentage used for purposes of determining

books of the insurance company . ScheduU6H, line 6. Note: The amount claimed seer Pub. 536, Net Operating Losses
. Also see section 834(dX 1) regarding the the investment expenses deducted on the deduction allowable under section 243

.
limitation of expenses on real estate owned Schedule B, Part 1 . line 17 . In such case,. the

The term "dividends and similar cannot exceed taxable income for the taxable See section 844 for special law carryover and occupied in part or in whole by a mutual total deductible investment expenses are 244, or 245(b) is 100%. A special rule applies

distributions" includes amounts returned or year (determined without regard to this rules for insurance companies. insurance company. limited to ~/. of 1% of the can of the book with regard to certain dividends received by a CL

credited to policyholders on cancellation or deduction). foreign corporation .

expiration of policies issued by a mutual fire or Una 33b. Deduction on account of the Schedule B, Part I-Taxable Line 10. Other real astate expenses- value at the invested assets held at the

Enter all ordinary an necessary real estate beginning and end of the taxable year plus
~/. Line 1-Enter dividends (except thos e

flood insurance company-(I) where the special income and deduction Investment Income or (Loss) of expenses, such as fire insurance . heat, light, ofthe amount by which taxable investment received on debt-financed stock acquired afte r
premium deposits for the policy are the same accounts . -Enter the total of the amounts dental income (computed without regard to any July 18, 1984) received from less than-20%- 0
(regardless of the length of the term for which required to be added to the special income Electing Small Companies and labor

. Also enter the cost of inci deduction for : (i) investment expenses under owned domestic corporations subject to pi
repairs that keep the property in an ordinary section 834(c)(2). (ii) tax-free interest income tax and that qualify for the deductio nthe policies are written), and (2) under which and deduction accounts under the provisions Note : (1) Once an election to be taxed only on efficient operating condition but neithe r

the unabsorbed portion of such premium of sections 832(e)(4) and 832(eX6) . See investment income is made, it can Only be materially add to the property's value nor dexcludible under section 834(cX 1), or (iii) any allowable under section 243(aX 1) .

deposits not required for losses, expenses, or section 832(e) and the instructions for revoked with the consent of the Secretary, and appreciably prolong its life
. Do not include any ividends-received deduction allowed by Una 2 .-Enter dividends (except those

establishment of reserves is returned or Schedule A . line 9, for more information. section 834(c)(7)) exceeds 34/5% of the book received on debt-financed stock acquired after(2) a company making this election must amount paid for new buildings or for
credited to the policyholder on cancellation or Note: The deduction on account of the special include in gross investment income any permanent improvements or betterments value of the mean of the invested assets held July 18, 1984) received from 20%-or-more-
expiration of the policy . income and deduction accounts is limited to amount subtracted from a protection against made to increase the value of any property or at the beginning and end of the taxable year. Owned domestic corporations subject to

In the use of a qualified froup self-insurers taxable income for the taxable year (computed loss account . any amount spent on foreclosed property in me tax and that qualify for the deduction 0

fund the fund's deduction
0

policyholder without regard to this deduction Or to any before the property is held for rent
. Schedule C-Dividends and .11co0wable under section 243(cXl) . 3

dividands is allowed no earlier than the date carryback ofa net operating loss) . Income Also see section 834(dXl) regarding the Special Deductions Include on lines I and 2 taxable (1111
the state regulatory authority determin

'
es the Line 35a. Dividends-recelved Line Is, column (1). Gross Interest- Enter limitation of expenses on real estate owned Lines I through 9, column (1).

Not subject distributions from an IC-DISC or former DISC
amount of the policyholder dividend that may deduction.-Enter the amount from the gross amount of interest income including and occupied in part or in whole by a mutual to section 832(b)(5)(8) .-Enter in column that are designated as being eligible for the
be paid . See section 6076 of the Technical Schedule C, line 27 . all tax-exempt interest income. insurance company. (1) of the appropriate line those dividends that section 243(aXl) deduction and certain
and Miscellaneous Revenue Act of 1988 .

Note : Generally, the dividends-received Una Ill, column (1) . Interest exempt under Line 11 . Depreciation .-Enter de reciation are not subject to the provisions of section dividends of Federal Home Loan Banks (see
Una 29. Mutual finterinsurers or reciprocal deduction allowed by sections 243(aXI), section 103 .-Enter the amount of interest on assets only to the extent that th~epassets are 832(b)(5)(B) . This will include: (i) all dividends section 246(aX2)) . For dividends received

underwriters-incresse In subscriber .
244(a), and subsections (a) and (b) orisection on state and local bonds that is exempt from used to produce the income specified in received on stock acquired before August 8, from a regulated investment company, sea

accounts.-A mutual insurance company 245 may not exceed 7096 (8096 in certain taxation under section 103. Seethe section 834(b) and reported on lines I through 1986 ; and (ii, j00% dividends on stock section 854 for the amount that qualifies for

that is an interinsurer or reciprocal cases) of taxable income (or taxable instructions for Schedule A. line 3b, column 7 of Schedule B . Besides depreciation, include acquired after August 7, 1986, to the extent the deduction .

underwriter may deduct the increase in investment income for electing small (1), for more information. on line 11 the part of the cost you elect that such dividends are not attributable to So called dividends or earnings received
,to from,mutual savings banks. money marketsavings credited to subscriber accounts for the companies) computed without regard to: (1) expense for certain recovery property p aced prorated amounts.

tax year. the deduction allowed by section 172 (net
certificates, etc .. are really interest and should

_L page 7 Page 8 not be treated as dividends .

Uli
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Une 3-Enter dividends on debt-financed F . The total reported should equal the total corporation is under in obligiattion to make Schedule E-Prerniums tLiitnl,e 6a(l). Unearned premiums (other than sulbrogation claims contester) by third partiesstock (acquired after July 18, 1984) that were amount reported in Schedule J of Form(s) related payments for substantially similar or
Earned-Section 832 ,

life, and those described in sections A schedule should be attached showing the
re eived from domestic corporations subject 5471, Information Return with Respect to related property. 832(b)(7)(B) and 833) as of coinpulation of losses incurred during th e
to income tax and that would otherwise be Foreign Corporations

. Limitation on dividends-recithrod deduction Line
1. Net premiums written .-Fion, the 12/31/86-Ente, all un-red ut,ni,urll taxable year

subject to the dividends-received deduction Line 12, column 3. Foreign dividend grosig- arnWnt of gross prerniuris written on tire, than [rose. ohnbullble to Lines 2a and 4a. Unpaid losses on lifeunder section 243gaX 1) . Generally, debt- up.-Enter the gras5 .Lp required by section worksheet insurance contracts during the taxable ye.Ar . ( 1) tille insurance : insurance contracts.- Enter all unpaidfinanced stock is stock that the corporation 78 of dividends received from certain foreign Generally, line 27 of column (3) may not deduct return preniturns and premsums paid (2) Wenstnance
: los%es of) life insurance contracts. Unpaidacquired and, in doing so, incurred a debt (for corporations for taxes considered paid under exceed the amount fromPe worksheet below. for reinsurance . Enter the balance on line 1 . losses must be adjusted lot estimatedexample . it borrowed money to buy the stock) . sections 902 and 906. However, in a year in which a Ion from Limes 2a and 4a . 100% of life insurance

(3) insurance against cl(laull it the payinent iecoveries of salvage and reinsuranc e
Dividends on any debt-financed stock of Line 13, column (3). Other dividerl operations occurs, this,limitation does not reserves included In unearned premiums of principal gir interest on secunhes dercubed attributable to unpaid losses, The amounts

Ifor ign corporations that was acquired after apply even if the loss is created by the and all unearned premiums of section 833
insection 165(g)(2)(C) (reliting to worthless such expected recoveries should be estimale.cl

J Enter the total other dividends received clividends-received deduction
. (See sections organizations.-I clude on lines 2a and 4a . securities) with ruatunhes of inure, than 5

based upon the facts in each Lase and fil e
uly 18, 1984, are also subject to the rules of Attach a schedule showing separately, 172(d) and 246(by .

) all file insuranceneserves, as defined in years : and coripa my s experience with similar cases,
0

section 246A . For more information, see
is Dividends (other than capital gain and

1 . Enter the amount from
u

(4) organizations described in section 833 .
unpsection 246A

. exempt-interest dividends) received from Schedule A, line 36
or ction 816(b) (b

t determined as provided in In the case of a reciprocol or inh,,nnsiner Lines
21, and 4b . Discounted aid lossUn 4-Enter dividends , eceived on the regulated investment companies that do not. section 807). pertaining to the lite burial . or outstanding -Enter all discounted umpaiods 0I Schedule 8, line 2 1 . funer insurance, or annuity busi~ess of an that is required under state law to report losses as dAlned in section 846 ,pre erred stock of a less-than-20%-owned quality for the dividends-received deduction

. whichever applies, at -1
insurance coruipany subject to the tax imposed unearned pie.ununns on its annual state

.nent, In general . section 846 provides that the V
public utility that is subject to income tax and

0 d rids from tax-exempt organizations. computed without regard by section 831 and not qualifying as
a

'lifeis allowed the deduction provided in section a ivi e net of premium adjustment expenses.
247 . is Dividends (other than capital gain to : the net t I aniount of the discounted unpaid losses shall

0insurance company under section 816 : and appropriate adjustments shall be imade to be computed separately
by line of busines sLine 5-Enter dividends race ved on the dividends) received from a real estate deduction (section 72);

(2) all unearned preanums of a Blue Cross reflect the amount by
which unearned (except that the multiple peril lines shall be -1

investment trust that, for the tax ye Blue Shield organization to which section preirnuin reserves at the close of the taxabl epreferred stock of a 20%-or-more-owned arofthe dividend-received or treated as a single line of business) and by 0)public utility that is subject to income tax and trust in which the dividends are paid qualifies deduction (sections
833 applies . year beginning before January 1, 1987 are 0.111 .~rmol ac cleut year and shall be equal to the presen tunder sections 856 through 860. 243(aXl), 244(a), 245(a) greater or less than 80 percent of the s c

is allowe'D the deduction provided in section or (b), and 247); any Lines 2b and 4b. 90% of unearned such u
d
earned premium feserves plus foe of such losses determined by using! (1) (D

247. a
Dividends not eligible for the dividends- adjustment under section premiums attributable to Insuring certain 'premium acquisition expenses . See section the amount of the undiscounted unpaid

Una 6.-Enter the U.S .source portion of received deduction because of the stack's losses, (2) the applicable interest rate . and (3)_t holding period or because of an obligation to 1059; and any capital loss securities.-Inctude on lines 2b and 41b 90% 832(b)(7)(E).dividends received from less han-20% .owned imilar carryback to the taxable of unearned premiums attributable to the applicable loss payment pattern . Speciaf
0 for the 70% make corresponding payments on si insurance against default in the payment of Line 6b(l). Unearned premiums rules apply with respect to unpaid lossesforeign corporations that qualif, year under section attributable to insuring certain securities a

sdeduction under section 245(ai. To qualify for stock. 1212(aXI) . . . . . principal or interest on securities described in related to disability insurance (other than
the 70% deduction, the corporation must own is Any other taxable dividend income not of 12/31/86.-Enter unearned premiums credit disability insurance), noncancelablea t 2 . Enter the amount from line :ection 165(g)(2)(C)

(relating to worthless attributable to insurance against default in the accident and health insurance, cancelableleast 10% of the foreign corporation by vote properly reported above, including 22, column
(3), (without ecurifies) with maturities of more than 5

payment of principal or interest on securitie sand value . Also include dividends received distributions under section 936(hX4). years, accident and health insurance, and to the- regard to wholly owned described in section 165(g)(2)(C) (relating to international and reinsurance lines o ffrom a foreign sales corporation (FSC) that are Line 17. Deduction for line 3-Dividends foreign subsidiary Lines 2c and 4c
. Discounted unearned worthless securities) with maturities of more business . With regard to the special rules (orattributable to income treated as effectively received on debt-financed stock are not dividends) and line 24, premiums attributable to title than

5 years. discounting unpaid losses on accident andconnected with the conduct of a trade or entitled to the full 70% or 80% dividends- column (3) . . . . . insurance.-Include on tines 2c and 4c th ebusiness within the U.S . (excluding foreign received deduction. Instead, the 70% or 80% discounted unearned premiums attribut Note: Fiscalyear filers completing lines 6a(l) health insurance (other than dible to am :,abili income
trade income) and that quality for the 70% deduction is reduced under the provisions of 3. Subtract line 2 from line 1

title insurance, The amount of the discounted it 6b(l) should enter unearned premiums insurance), unpaid losses area umteydtobe
deduction provided in section 245(cXIXB), section 246A by a percentage that is related to 4. Multiply the amount on unearned premiums as of the end of any on outstanding business as of the end of the paid in the middle of the yea r following I lie
Une 7-Enter the U.S .-source portion of the amou nt of debt incurred to acqui re the line 3 by 80% . . . . taxable year shall be the present value of such most recent taxable year beginning before accident year .
dividends received from 20%-or-more-owned stock . For more information, see section 5. Enter the sum of the premiums (as of such time and separately with

January 1, 1987. As a rule, the amount of the undiscounted
foreign corporations that qualify for the 80% 246A . Also see section 245(a) before making amounts on lines 16, 19. respect to premiums received in each ~lendar Line 6c. Adjustment for companies unpaid losses means the unpaid losses and C0
deduction under section 245(a) . Also include this computation for an additional limitation 2 1, and 22 (without regard year) determined by using : terminating as Insurance companies taxable unpaid loss adjustment expenses shown in the
dividends received from a foreign sales which applies to dividends received from to FSC dividends) of (1) the amount of the undiscounted under section 831 (a).-Except as provided annual statement . Under the provisions of
corporation (FSC) that are attributable to foreign corporations . column (3) and the portion unearned premiums at such time in section 38 l(c)(22) (relating to catryovers in Temporary Regulations section 1 .832-41 (b),
income treated as effectively connected with A schedule showing how the dividends- of the deduction on line 17 certain corporate readjustments), if, for any however, unpaid losses must be adjusted to
the conduct 01 a trade or business within the received deduction on debt-financed stock of column (3) that is (2) the applicable interest rate ; and taxable year beginning before January 1 . take into account estimated recoveries on
qua atU .S. (excluding forelin trade income) and that was computed must be attached to Form attributable td dividends (3) the applicable statutory premium 1993. the taxpayer ceases to be an insurance account of salvage and reinsuranc e

lifyforthe,80% eduction provided in 1120-loc . received from 20%-or- recognition pattern . company taxable under section 83 l(a) . the attributable to those losses. If the amounts
0 1cX~Xay aggregate adjustments which would be made shown in the annual statement wer esection 245(

Una 18 . Deduction for line 4-For more-owned corporations Definition of terms under section
832(b)(4XC) in such taxable determined on a discounted basis and if theLine B.-Enter dividends received from dividends received on certain preferred stock 6. Enter the lesser of

line 4 or "Undiscounted unearned premiums" means year and in subsequent taxable years but for extent to which these losses were discountedwholly owned foreign subvsidiaries that qualify of less-than-20%-owned public utilities, the line 5.
(Do not complete the unearned premiums shown in the annual such cessation shall be made in the taxable can be determined on the basis of informationfor the 100% deduction under section 245(b) dividends-received deduction percentage is the rest of this worksheet if disclosed on or with the annual statement

. theand dividends from a FSC that quality for the 41 .176%. line 5 is greater than line 4 . statement filed for the year ending with or year preceding such cessation year .
within such taxable year. amount of the undist:ounted unpaid lossesdeduction provided in section 245(c)(1)(A)

. In Line 19. Deduction for line 5-For Instead, enter the amount Schedule F-Losses Incurred must be recomputed to eliminate any
general, the deduction under section 245(b) dividends received on certain preferred stock from fine 6 on line 23

of Applicable interest rate" means the annual reduction attributable to such discounting, ln~applies to dividends paid out of the earnings -or-more-owned public utilities the column (3) (without regard rate determined under section 846(c)(2) for Line I
i
. Losses paid

.-Enter the result of the no event can the amount of discounted unpaidand profits of a foreign corpogation for a tax dot 20% FSC dividends) . . . the calendar year in which the premiums are follow ng computation : to losses paid o n
year during which: (1) all of i widends-received deduction percentige is to insurance contracts during the taxable year losses determined under section 846 with CLoutstanding 47 .059%. 7. Enter the total amount of received

. respect to any line of business for an accident"Applicable statutory premium r ognition add salvage and reinsurance recoverablestock is armed (directly or indirectly) by
the outstanding at the end of the precedingdomestic corporation receiving the divided Multiply the dividends received by,

the dividends received from ac, year exceed the aggregate amount of unpaidam it,
proper percentage and enter the total in 20%-or-more-owned pattern" means the statutory premium taxable year and deduct salvage and losses with respect to any line of business ford (2) all of its gross income from all sources corporations

. . . . recognition pattern which is in effect for the an accident year as reported on the taxpayer'sis effectively connected with the conduct of a columns (1) and (2). reinsurance recoverable outstanding at the
trade or business within the U .S, Also include Une 20-The dividends-received deduction 8 . Subtra& lini 7 from line 3 calendar year in which the premiums are annual statement.

received, and which is based on the statutory end of the current taxable year .
on line 5 all dividends received from a FSC percentage for line 6 is 70% for: (1) d ividends 9 . Multiply the amount on premium recognition pattern which a The applicable interest rate for each
that are attributable to export sales income . from foreign corporations allowed the line 8 by 70% . . . .

pplies to An insurance company's treatment of
premiums received by the taxpayer in such salvage in determining its paid and unpaid calendar year and the applicable loss paymen t

and that qualify for the 100% deduction under deduction under section 245(a) ; and (2) 10 . Subtract line 5 from line calendar year, For purposes of the preceding losses is a method of accounting for Federal pattern for each line of business are C
section 245(c). dividends from certain FSCs for which the 23 of column (3) (without sentence, premiums received during any income tax purposes . In general, companies determined by the Secretary of the Treasury . 0
Une 9-Enter dividends that quality for the deduction is allowed under section regard to FSCdividends) that did not previously treat salvage in The applicable interest rate for 1988.
100% dividends-received deduction under 245(cXIXB)

. calendar year shall be treated as received in determined under section 846(c), for
11 . Enter the lesser of line 9 the middle of such year . accordance with the provisions of section

section 243(aX3) and that are subject to the Line 21-The dividends-received deduction or line 10 . . . . . L nes 2d and 4d. 80% of all other unearned 1
.832-4T must change their method of purposes of section 807, is 7.77%. (Revenue 0

elective provisions of section 243(b) . percentages for line 7 are: (1) 80% for 12. Dividends-received prenriums.-Include on lines 2d and 4d 80% accounting for the first tax year beginning . Ruling 88-16 .) The applicable interest rate fo r
Une 10, column (3). Other dividends from dividends from foreign corporations for which deduction after limitation of the total of all unearned premiums not after December 31,1987 . The "Fresh Start 1987 and earlier years is 7 .20% . The
foreign corporations not Included in lines 6, a deduction is allowed under section 245(a) ; (section 246(b)). Add the reported on lines 2a through 2c, or 4a through provision of section 1023(e) of the Tax Reform applicable loss payment patterns for such year
7. and II-Enter dividends from foreign and (2) 80% for dividends from certain FSCs Act of 1986 is not applicable to the have beep published in Revenue Ruling 87-34,
corporaticns that are not reportable on lines 6 for which a deduction is allowed under section amounts on lines

6 and 4c, respectively.
~ 1987-1 C.B. 168. The loss payment patterns

245(cXl)(B) .

1
land enter on line 23of adjustments required as a result of such 13

7 and 8. Exclude distributions of amounts
A reciprocal or interinsurer that is required change of me iod . See Temp. Reg . 1 .832 . for 1988 accident year have been published in

colum if Revenue Ruling 88-63 . 1988-31 I.R.B . 5 .n (3) (without under state law to reflect unearned premiums 4T(d)(1) and Announcement 88-99, 1988-28constructively taxed under Subpart F (sections Line 27 . Total deduction- regard to FSC dividends) on its annual statement net of premium However, under the provisions of section951 through 964) in the current year or in Note: Two situations in which the
I

acq isition expenses, should increase its I
. R.B. 38

.

846(e), corporations having sufficientearlier years . dividends-received deduction will not be unearned premiums by the amount of such Salvage, in the course of liquidation. historical experience to determine a loss
Unis 1 1. column (3). Income from controlled allowed on any share ofstock are: (J) if the acquis ition expenses prior to making the includes : (1) all property (other than cash) . payment pattern may, under certain
foreign corporations under Subpart F- corporation held the stock. with regard to computation on lines 2(d) and 4(dl See real or personal. tangible or intangible, circumstances, elect to use their own . If such
Enter dividends constructively received from which the dividends were issued, for45 days

section
832(b)(7)(E) . regardless of how the salvage recoverable is an election is made . the loss payment patterns

controlled foreign corporations under Subpart or less : or (2) to the extent that the reported for annual statement purposes; and will be based on the most recent calendar yea r
Page 9 Page 10 (2) the estimated value of unaccrued for which an annual statement was filed



before the beginning of the accident year . No Note : Under the provisions ofsection 2 . Question 1 . Foreign financial
election under section .846(e) shall apply to 833(bX4). any determination under section accounts .-Check the 'Yes" box if e!ther (a)
any international or reinsurance line of 833(b) shall be made by only taking into or (b), below, applies to the corporat-on :
business . If the corporation elects to use its account items attributable to the health otherwise . check the 'No' box.
own loss payment patterns, be sure to check related business of the taxpayer. (a) At any time during the year Il e
the "Yes" column for question M in Schedule corporation had an interest in or signature or
J, Additional Information Required. For more Part li-Computation of Ending other authority over a financial accoun", r a
information regarding this election, see Adjusted Surplus foreign country (such as a Dank account
section 846(e). See also Notice 88 100, The adjusted surplus as of the beginning of securities account, or other financal ai~cournN :
1988-36 I .R .B . 46. any taxable year is an amount equal to the and
Note: There is a special application of the adjusted surp! us as of th e begi h n i ng of I he * the combined value of the accovrtf~) was
fresh start provision in the case ofan preceding taxable year- more than $ 1, 0 .000 at any time cl-mg th e
insurance company that: (1) is exempt from (1) increased by the amount of a ny adjusted yeai ;AND 0
tax forits, first taxyear begirmingatter 1986 taxable income for such preceding taxable 0 the account was NOT with a J S militar y
under section 501 (a) by virtue of it being year, or 0
described in any paragraph ofsection 501(c)

banking i~cflhty ooerated by a U 5 financ a!
11

or, under section 01 (b), is taxed only on (2) decreased by the amount of any institution .

Investmerit income, and (2) ifsuch company adjusted net operating loss for such preceding (b) The corporat or owns rc-e than 50qt0' 10
,a

ter becomes subject to tax under section
taxable year. the stock in any corpr-a!ion that wouIC ans,,er 0831 (a),

the rules relating to the fresh start For purposes of the computation of the 'Yes' to item (a), abc~c -1
under the discounting provisions are to be adjusted surplus. the terms *adjusted tavable Get Form TD F 90-22 . 1 . ReDort cl Foreign 0)
applied by treating the last taxable year before income" and "adjusted net operating loss' Bank and Financial Accounts, to see if the 0-0.
theyear in which the company becomes mean the taxable income or the net operating corporation is conside,ed to have an interest i n
subject to tax under section 831 (a) as the loss, respectively, determined with the or sign a I u re or ol .h e r a ut honty over a f, na n c, a,
company's last taxable year beginning before following modifications: account in a foreign country.
1987. See section 101O(e) of the Technical (1) without regard to the deduction If 'Yes' is checked for this Qjeshon, fje
and Miscellaneous Revenue Act of 1988 and determined under section 833(b)(1) : Form TD F 90 22.1 by i ure 30, 1989 . , in
Notice 88-100. (2) without regard to any carryforward or the Department of the Treasury at the acilress
Line 6 . Tax-exempt Interest subject to carryback to such taxable year : and shown on the fom . Form TO F 90-22 1 s hot
section 832(b)(5)(B).-Enter the amount of a tax return, so do not fie it with Fo,m 1 1 20-
tax-exempt interest received or accruqd during

(3) by increasing gross income by ar.
PC . Form TO F 90-22 .1 may be ob!a!ned from,

the taxable year on investments de after amount equal to the net exempt income for IRS Forms Distribution Center s
me the taxable year.

August 7 . 1986. For additional information
regarding the determination of the acquisition Line 10a

. Adjusted tax-exempt Income- Also if 'Yes' is checked for this quesbon .

da e of an investment, see the instructions for Reduce the total tax-exempt interest received write -,he name of the foreign country or

Scthedule C . lines 1 through 9, column (2). or accrued during the taxabli year by any countries Attach a separate 0eet if more

amount (not otherwise deductible ) which space is needed .
Schedule G-Other Capital would have been allowable as a deduction fo r
Losses the taxable year if such interest were not tax Schedule K-Subtractions

exempt. Enterthe resulton line 10a . From Protection Against Loss
Capital assets are considered sold or Line 10b. Adjusted dividends-received Account

OD

exchanged to provide funds to meet abnormal deduction.-Reduce the aggregate amount
insu ance losses and to pay dividends and Section 1024 of the Tax Reform Act of 1986
ma a similar distributions to policyholders to allowed as a deduction under sections 243, repealed Code section 824 relating to tl ~

k(
244 and 245 by the amount of any decrease a

the extent that the gross receipts from their in di~iductions allowable for the taxable year by
protection against loss account (PAL account),

sale or exchange are not more than the reason of section 832(b)(5)(B) to the extent However
'
for taxable years beginning after In

unt by which the sum of dividends and such decrease is attributable to tied uctions December
31 .,1986, PAL account balance

'Sm9difir distributions paid to policyholders, under sections 243 . 244, and 245
. Enter the are incl ud,ble In income as though section 824 0

losses paid . and expenses paid for the tax year were still in at ect . -1

is more than the total on line 9, Schedule G .
result on line 1 Ob.

Line 2a . Section 824(d)(1)(8) .-Enter th e
Total gross receipts fro. sales of capital Schedule I-Compensation of amount (if any) by which the sum of the

3

ass ts (line 12, column (3)) must not be more Officers investment loss and the statutory underwriting
than line 10 . If necessary, you may report part loss for the taxable year exceeds the sum of
of the gross receipts from a particular sale of a Attach a schedule for all officers using the the statutory underwriting income and the
capital asset in this schedule and the rest on following columns : taxable investment income for the taxable
Schedule D (Form 1 120) . Otherwise, do not 1 . Name of officer. year.
show on Schedule D (Form 1120) any sales
reported in this schedule. 2

. Social security number. Line 2b . Section 824(d)(1)(C).-Enter (i n

3 . Percentage of time devoted to business
. the order in which the losses occurred) CL

Schedule H-Special amounts equal to the unused loss carryovers
4 . Amount of compensation . to the taxable year .

Deduction for Section 833 This information must be submitted by eac h
member of an affiliated group included in a I minou2nct. rSemcailni r.B i2n4t(hde)(alc)c(oDu) .nt-wEhicterwaansy

Organizations consolidated return . added to the account for the fifth preceding
Part I-Computation of Deduction taxable year minus one-half of the amount

Line 1. Claims Incurred during the taxable Schedule J-Additional remaining in the account for such taxable year
year.- Enterthe total health care Claims Information Required which was added by reason of section 0
incurred during the taxable year. Be sure to answer questions G

through P on 824(a)(1)(B) .

Lin 2. Expenses Incurred during the page 7 of Form I 120.PC. The instructions that Line 2d . Section 824(d)(1)(E) .-Ente, the

tax:ble year In connection with the follow are keyed to these questions. amount by which the total amount in th e
administration, adjustment, or settlement 1. Question G. U .S . person.-The term "U .S.

account exceeds whichever of the following is
0

of claims.-Enter the total expenses incurred the greater
during the taxable year in connection with th pers n means

: (1) a citizen or resident f the
a United States ; (2) a domestic partnership ; (3) (i) 10% of premiums earned on insurance (A

administration . adjustment. or settlement of a domestic corporation ; or (4) any estate or contracts during the taxable year (as defined

health care claims, trust (other than a foreign estate or trust in section 832(b)(4)) less dividends to
Line 5. Beginning adjusted surplus.-Enter within the meaning of section 7701l 1)), policyholders (as defined in section
on this line the amount from Schedule H. Part "Owner's country," for individuals

. is the 832(c)(I 1)) . o r11 ,
line

1
2

of
the 1987 Form 1 120- PC. owner's country of residence . For all others it (ii the total amount in the account at the

Un 6 . Special deduction.-The deduction is the country where incorporated, organtze~, close of the preceding taxable year .
det :rmined in Part I for any taxable year is created, or administered .
li -ited to taxable income for such taxable year
determined without regard to such deduction.
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F-1120-REIT U.S. Income Tax Return for 1 2!~Nfo- Is4s.1004
Form 1120 REIT (19118) Page 2
Part I[- Computation of Tax on Net Income From Foreclosure Property

Real Estate Investment Trusts (As defined in section 856(e)) (Caution: See instructions before completing this part .)
DepartmentoftheTnefoury FwcMondwy~rl9ggwtuy~rbeennird . . . . . . . . . . . . . . . _ IM ending . . . . . . . . . . . . . . . 19 . . .. 8 8.Internal R.- service goFor fispartwork Reduction Act Notice. sers page I of the Instructions. I Net gain (or loss) from the sale or other disposition of foreclosure property described in section

A Year REII statuswas Name c WAV16W 1 22 1( 1) (attach schedule) . . . . . : . . . . . . . . . . . . . . . . . . . I
elected

- 2 Gross income derived from foreclosure property (attach schedule) . . . . . . . . . . . . 2
Plauxes

Number and street (or P.O . box number if mail a not delinered to street address) IlDst.11FIT .Wablislied 3 Total income.from foreclosure property (add lines 1 and 2) . . . . . . . . . . . . . . . 3

Type 4 Deductions directly connected with the production of income shown on line 3 (attach schedule) . . . 4
Print ~ity

ortown, state, and ZIP code E T .Wf4edx(S.SWffikI ;_4;~) 5 Net income from foreclosure property-line 3 less line 4 . . . . . . . . . . . . . . . . 5company

or 0

T_C_h 1) E] Final return (2) 0 Change in address (3) [] Amended return $ 6 Tax on net income from foreclosure property-Enter 34% of line 5 here and on Schedule J, line 3b . 6 1 1
0

Part I-Computation of Real Estate Investment Trust Taxable Income Part
III- Computation of Tax Imposed Under Section 857(b)(5) for Failure To Meet

"I
Certain Source-of-Income Requirements (Caution : See instructions.)

M
Income (EXCLUDING income required to be reported in Part 11 or Part IV) la Enter total income from Part 1, line 8 . . . . .

. * . . . . . . . 2

0

1 Dividends . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . It Enter total income from foreclosure property from Part 11, line 3 . . . . ily 1 i -1

2 Interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 c Total-add lines la and lb . . . . . . . . . . . . . . . . 1c 0)

3 Gross rents from real property . . . . . . . . . . . . . . . . . . . . . . . . 3 2 Multiply line Ic by 95% and enter the result here . . . . . . . . . . . . . . . . . . 2

4 Other gross rents . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4' 3 Enter the amount of income shown on line Ic that is derived from sources referred to in section
5 Capitalgain net income(attach Schedule D(Form 1120)) . . . . . . . . . . . . . . 5 856(c)(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3

6 Net gain (or loss) from Form 4797, Part 11, line 18 (attach Form 4797) . . . . . . . . . . 6 4 Line 2 less line 3 . (if less than zero, enter zero .) . . . . . . . . . . . . . . . 4
110

7 Other income (see instructions-attach schedule) . . .. . . . . . . . . . . . . . . 7 5 Multiply line Ic by 75% and enter the result here . . . . . . . . . . .. . . . . . . 5 0-4.
8 Total income-Add lines I through 7 and enter here . . . . . . . . . . . . . . . . a

6 Enter the amount of income shown on line 1c that is derived from sources referred to in section
C

[Te-ductions (EXCLUDING deductions directly connected with income required tobe reported in Part 11 or Pa IV)
856(c)(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6

`9111

9 Compensation of officers . . . . . . . . . . . . . . . . . . . . . . . . . 9 7
Line 5 less line 6 . (if less than zero, enter zero .) . . . . . . . . . . . . . . . . . . . 7

10a Salaries and wages I I J It Less jobs creditI I Balance I- 10c 8 Enter the greater of line 4 or line 7 . (if this line Is zero . do not complete the rest of Part 111.) . . . 8
11 Repairs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11 9 Enter the amount shown in Part 1, line 20 . . . . . . . . . . . . . . . . . . . . . 9
12 Bad debts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12

10 Enter the net capital gain from Schedule D (Form 1 120), line 10 . . . . . . . . . . . . . 10
13 Rents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 3

14 Taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14
11 Line 9 less ne 10 . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11

15 Interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15
12a Enter total income from Part 1, line 8 . . . .

. * *

I 12 a

16 Depreciation (attach Form 4562) . . . . . . . . . . . . . . . . .

.

. . . . . 16 to Enter the net short-term capital gairifrom Schedule 0 :(F .rm 1 12~), 1~ne'4 . '

17 Advertising . . . . . . . . . . . .

.

. . . . . . . . . . . . . . . . . . 17 (if
line 4 is a loss, enterzero.) .. . . . . . . . . . . . . . . I 12bl I -

12cB c Add lines 12a and 12b . . . . . . . . . . . . . . . . . . . . . . . . . .18 Other deductions (attach schedule) . . . . .

. . . . . . .

. . . . .
.

. . . i s

19 Total deductions-Add lines 9 through 18 and enter here . . . . . . . . . . . . . . 19 13 Enter capital gain net income from Part 1, line 5 . . . . . . . . . . . . . . . . . . . L3_ 0

20 Taxable income

,

before net operating loss deduction, deduction for dividends paid, and section 14 Line 12c less line 13 . . . . . . . . . . . . . . . . . . . . . . . . . . . 14 1%

'

6

857(bX2XE) deduction (line 8 less line 19) . . . . . . . . . . . . . . . . . . . 20 15 Divide line 11 by line 14 and enter the result. Carry out your answer to 5 decimal places . . . . . . 15

21 Lill Net operating loss deduction (see instructions) 16 Amount of section 857(b)(5) tax-Multiply line 8 by line 15 and enter the result here and on Schedule J
line 3c . . . . . . . . . . . . . . . 162 1If Deduction for dividends paid (Schedule A) . . . I

c Section 857(bX2)(E)deductioh(Sched leJ,Iine3 121cl 21d
Part IV- Compu!tation of Tax on Net Income From Prohibited Transactions

22 Real estate investment trust taxable income (line 20 less line 21d) . . . . . . . . . . . . 22
Tax and Payments

23 Total tax (Schedule J) . . . . . . . . . . . . . . . . . . . . . . . . . I
Gain from the sale or other disposition of property described in section 1221(l) which is not CL

foreclosure property (Do NOT include sales that meet the requirements of section 857(b)(6XC) or
24 Payments : a 1987 overpayment credited to 19881 2 losses from prohibited transactions .) . . . . . . . . . . . . . . . . . . .. 1

Is 1983 estimated tax payments . . . 4 : 2 Deductions directly connected with the production of income shown on line 1 . . . . . . . . .
* Less 1988 refund applied for on Form 4466 124cl( 1 glito. 24d (A

3 Net income from prohibited transactions-line 1 less line 2 . . . . . . . . . . . . . . . 3

*

Tax deposited with Form 7004 . . . . . . . . . . . . . . 24e

I Crecit from regulated investment companies (attach Form 2439) . . . 24f 4 Tax on net income from prohibited transactions-Enter 100% of line 3 here and on Schedule J, line 3d. 4 C

9 Credit for Federal tax on fuels (attach Form 4136) . . . . . . . . 249 0
EEM= Deduction for Dividends Paid25 Enter any penalty for underpayment of estimated tax-check go 11 if Form 2220 is attached

26 Tax due-If the total of lines 23 and 25 is larger than line 24h, enter amount owed . . . . . . 26 0
27 Overpayment-if line 24h is larger than the total of lines 23 and 25, enter amount overpaid . . . 1 27 1 1 1 Dividends paid other than dividends paid after the end of the tax year (do not include dividend s

28 Enter am unt of line 27 you want: Credited to 1989 estimated tai e- 1 28 1 1-
~onsidered as paid in the preceding tax year under sections 857(bX8) or 858(a), or deficiency

Under penalbes of pedury, I declare that I he. examined thisneturn,nd,ding nw, schedules; and statements, and to the best of my knowledge and, ividends as defined in section 860) . . . . . . . . . . . . . . . . . . . . . .
Please belief . it is true . =rect . and complete. Denlaration of prepturer (other than taxpayer) i=n all information of which preparef has any knowledge ,
Sign 2 Dividends paid in 12-month period following the close of your tax year which you elect to be treated as

paid during the tax year under section 858(a) . .. . . . . . . . . . . . . . . . . . 2

Here Signatureciforthcer Date Title 3 Dividends declared in October, November, or December deemed paid on December 31 under sectio n
ate check ., 's-ita-myriumbef 857(b)(8). (See instructions.) . . . . .

.
. . . . . . . . . . . . . . . . . . . 3

Paid
ass"..poried E]

JP,prer 4 Consdrit dividends (attach Forms 972 and 973) . ,
Preparer's

. . . . . . . . . . . . . . . . 4

Use
Only Firm's... for 5 Total dividends paid-Add lines 1 through 4 . . . . . . . . . . .

yu . .f self-employed)

ZIP code 11

5

and ddr- 6 Deduction for dividends paid-If there is net income from foreclosure property (Part 11, line 5), 'see

Form 1120-REIT I instructions for limitation on deductible amount . Otherwise, enter amount from line 5 here and on line

-2 1 b page 1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6



Form 1110*Rlllllr piam 4

F,,-~ 1120 RE IT (1988) Page 3
W4=M . ... . Sheets

rmft of U. yes,

fax-Computation (see instructions.) Assets
(b )

I Check if you are a member of a controlled group (see sections 1561 and 1563) . . . . . . . . mi, El I Cash . . . . . . . . .

2 It line I is checlked~ 2 Trade notes and accounts receivable . . .

a Enter your share of the
$50,

000 and $25,000 taxable income bracket amounts (in that order) : a Less allowance for bad debts . . . . .

N 1$ 7-1 (") 1$ 1__J 3 Federal and state government obligations . .

b Enter your share of the additional 5% tax (not to exceed $11,750) 0, 1$ 1__J 4 Other current assets (attach schedule) . . .

3a Tax on real estate investment trust taxable income (see instructions to 5 Loans to stockholders . . . . . . .

figure the tax) . . . . . . . . . . . . . . . . . . 3a1 6 Mortgage and real estate loans . . . . .

Is Taxfrom Part 11(fine6, page2) 3b 7 Other investments (attach schedule) . . . 0 0
c Tax from Part III (line 16 . page 2). . . . . . . . . . . . . 3c 1 8 Buildings and other depreciable assets . . . 11

d Tax from Part IV (line 4, page 2) . . . . . . . . . . . . . a Less accumulated depreciation . . . . V
9 Land (net of any amortization) . . . . . 0

Total-Add lines 3a through 3d . . . . . . . . . . . . . . . . . . 10 Intangible assets (amortizable'only) . . . .

4 Foreign tax credit (attach Form 1118) . . . . . .
. '

4a a Less accumulated amortization . . . .

b General business credit. Enter here and check which forms are attached : 11 Other assets (attach schedule) . . . . .

E] Form 3800 E] Form 3468 [] Forn .
5884

12 Total assets

E] Form 6478 El Form 6765 0 Form 8586 . . . . 4b Liabilities and Stockholders' Equity

c Credit for prior year minimum tax (attach Form 8801) . . . . . . .~c 13 Accounts payable . . .
. . . . .14 Mortgages, notes, bonds payable in less than 1year P41.

Total-Add lines 4a through 4c . . . . . . . . . . . . . . . . . . . . . . . -~d 15 Other current liabilities (attach schedule) . . C
16 Loans from stockholders . . . . . . .

Sid Line 3e less line 4d . . . . . . . . . . . . . . . . . . . . . . . . . 17 Mortgages, notes, bonds payable in I year or more

6 Personal holding company tax (attach Schedule PH (Form 1 120)) . . . . . . . . . . . . 18 Other liabilities (attach schedule) . . . .

7 Recapture taxes . Check if from : El Form 4255 El Form 8611 . . . . . . . . . . 19 Capital stock: a Preferred stock . . . .

8 Alternative minimum tax (see instructions-attach Form 4626) . . . . . . b Common stock . . . .
20 Paid-in or capital surplus . . . . . . . 100

9 Total tax-Add lines 5 through 8 . Enter here and on line 23, page I . . . . . . . . . . . 21 Retained earnings-Appropriated (attacn schedule) C0
Additional Information (See instruction F.) 22 Retained earnings-Unappropriated . . .

G (1) Did the REIT at the end of the tax year own, directly or I At any time during the tax year, did the REIT have an interest in or
23 Less cost of treasury stock . . . . . . .

indirectly, 50% or more of the voting stock of a domestic a signature or other authority over a financial account in a foreign 24 Total liabilities aad stockholders' ecuitv . .

corporation? (For rules of attribution, see section 267(c) .) . country (such as a bank account
. securities account, or other Re oncillation of Income-per Books With Income per Return -n

If "Yes," attach a schedule showing: (a) name, address, and financial account)? . . . . . . . . . . . - (You are not required to complete this schedule if the total assets on line 12, column (d), of Schedule L are less than $25,000 .)
0

identifying number; (b) percentage owned; and (c) taxable income (See instruction F and filing requirements for form TO F 90-22 .1.) 1 Net income on books . . . . . . . . 7 Income recorded on books this year not
(or loss) before NOL and special deductions (e .g., if a Form 1120 : If "Yes," enter name of foreign country I - ------- ------- 2a Federal income tax included in this return (itemize) :

from Form 1120, line 28, page 1) of such corporation for the as J Was the REIT the grantor of, or transferor to, a foreign trust which (Schedule J . line 9) . .$ ------------------ a _Tax-exempt interest $ --------------
(A

year ending with or within your tax year. existed during the current tax year, whether or not the REIT has any to Less: Section 857(b)(5) tax S A -------------- ---------------------------------

(2) Did any individual, partnership, corporation, estate, or trust at beneficial interest in it?
. . . . . . . . . . . c Balance . . . . . . . . . . . . 8 Deductions in this tax return not charged

the end of the tax year own, directly or indirectly . 50% or more If "Yes," the REFT may have to file Forms 3520, 3520-A, or 926. 3 Excess of capital losses over capital gains . against book income this year(itemize) :

of the REIT's voting stock (or beneficial interests)? (For rules K During this tax year, did the REIT pay dividends (other than stock 4 Income subject to tax not recorded on books a Depreciation . . . S --------------

of attribution, see section 267(c) .) If "Yes," complete (a) dividends and distributions in exchange for stock) in excess of the this year (itemize) : ----------------------- b Net operating loss deduction CL

through (c) . . . . . . . . . . . . . . REIT's current and accumulated earnings and profits? (See sections 301 ----------------------------------------- (line 21a, page 1) . .$ . . . . . . . . . . . . . .

(a) Attach a schedule showing name, address, and identifying and 316.) . . . . . . . . . . . . . . ----------------------------------------- c Divislends paid deduction

number . If "Yes," file Form 5452 . 5 Expenses recorded on books this year not (line Zlb, pap 1) -$ . . . . . . . . . . . . ..

(b) Enter percentage owned I --------- L During this tax year did the REIT maintain any part of its deducted in this return (itemize) : ----------------------------------

(c) Was the owner of such voting stock (or beneficial accountinL/tax records on a computerized system?
. . . . . a Depreciation . .

. $ ------------------ ----------------------------------
interest) a person other than a U.S. person? (See M Check method of accounting : III Section 4981 tax - - $ ------------------ 9 Net income from foreclosure property 0

instructions .) Note: If "Yes," the REIT may have to file (1) El Cash c Travel and entertainment . $ ------------------ 10 Net income from prohibited transactions 0=

form 5472 . . . . . . . . . . . . . (2) El Accrual ----------------------------------------- 11 Total of lines 7 through 10 . . . . 0
If "Yes." enter owner's country 0- (3) [] Other (specify) I- -------- ----------

'
2 REIT taxable income (line 22, pap 1)-

--- - ---- -------- -
H Was the REIT a U.S. shareholder - of any controlled foreign N Check this box if the REIT issued publicly 6 line 6 less line I I . . . . . . .

corporation? (See sections 951 and 957 .) . . . . . . . with original issue discount . . . . . . . . . . El Comm=

A I
a of Unappropriated Retained Earnings per Books (line 22, Schedule Q

It "Yes," attach Form 547 1 for each such corporation . It so, the REIT may have to file Form 8281 . (You are not required to complete this schedule if the total assets on line 12, column (d), of Schedule L are less than $25,000.)

0 Enter the amount of tax-exempt interest received or accrued during I Balance at beginning of year . . . . . . 5 Distributions: a Cash . . . . .
the tax year IN- 2 Net income per books . . . . . . . . b Stock . . . . .

3 Other increases (itemize) : . . .. ------------- c Property . . . .

--------------------------------------- 6 Other decreases (itemize) : . . . . . . . . . .
7 Total of lines 5 and 6 . . . . . .

4 . . . . . . . 8 Balance at end of year Qi2e 4 less line 7)

lun *U.S GLP.O. 19118-206-Z5



AM

Extension.-File Form 7004, Application 5. Signature 2.Roundin 0111toWhole-Dollar
for Automatic Extension of Time To File The return must be signed and dated

byCorporation income Tax Return, to request the Amount sDepartment of the Treasury
an automatic 6-month extension of time to president, vice president, treasurer, The real estate investment trust may show(,~Z_(J)), 8 8 Internal Revenue Service file. assistant treasurer. chief accounting the money items on the return an d
Period covered.-File the 1988 return for officer, or any other corporate officer (such accompanying schedules as whole-doilar

as tax officer) authorized to sign . A receiver, amounts. To do so, drop any amount lesscalendar year 1988 and fiscal years that trustee or assignee must sign and date any than 50 cents and increase any emourdbegin i n 1988 and end in 1989 . Fora fiscal return iaquired to be filed on behalf of a real from 50 cents through 99 cents to the nextInstructions for year, till in the tax year space at the DO of estate investment trust. higherclollar.the form .
Note : The 1988 Form 112aREITmay also If a corporate officer filled in the real estate 3 Depositary Method of Tax Paymentinvestment trust tax return, the Pai dForm 1120-REIT be used if (1) the real ertate investment Preparer's space under "Signature of officer* Tte real estate investment trust musttrust has a tax year of less than 12 months should remain blank . If someone prepares the tax due in full when the return isfl 0U .S . IncomeTax Returnfor Real Estate I nvestment Trusts that begins and ends in 1989; and (2) the the tax return and does not charge the real but no later than 2% months afterthe end 0J 989

Form
I 1201REIT is not available by estate investment trust, that person should of the tax year . 11~~n references are to the Internal Revenue Code unless otherwise noted.) the tim trust israqu= the real estate investment

not sign the return . Certain others who Deposit real estate investment trust 13to file its return. However, the real prepare the tax return should not sign, For income tax payments (and estimated ta xPaperwork Reduction Act B . Filing Form 1120-REIT (1) 95% of its real estate investment trust estate investment trust must show its 1989 exam le, a regular, full.time am 0Notice taxable income (determined without regard taxyearon the 1988 Form 1120-REITand P ployee of the payments) with Form 8109, Federal Tax
It1 . Who Must File to the deduction for dividends paid and by incorporate any tax law changes that are real estate investment trust, such as a clerk, Deposit Coupon. Be sure to darken theWe ask for this information to carry out the A corporation, trust, or association that excluding any net capital gain) ; and . secretary, etc ., does not have to sign . '1 120" box on the coupon . Make these Ineffective for taxyears beginningafter FelleInternal Revenue laws of the United States . elects to be treated as a real estate (11) 95% of the excess of its net income December 31, 1988. ' Generally, anyone who is paid to prepare deposits with either a financial institutio n

We need it to ensure that taxpayers are the tax return must sign it and fill in the qualified as a depositary for Federal taxes orinvestment trust for the tax year (or has from foreclosure property over the tax Final return
.-,If the real estate investment blanks in the Paid Preparer's Use Only area the Federal Reserve bank or branchcomplying with these laws and to allow us to made such election for a prior tax year and imposed on such income by section trust ceases to exist, check the box for Final of the return . servicing the geographic area where the realfigure and collect the right amount of tax

. estate investment trust is located. Do notYou are required to give us this information. such election has not been terminated or 857(b)(4)(A); Return in item F at the top of the form
. The preparer required to sign the returnrevoked) and that meets the requirements (2) minus any excess noncash income as 4

. Where To File must complete the required prepater submit deposits directly to an IRS office;The time needed to complete and file listed below must file Form 1120-REIT. The determined under section 857(e) . I File y ur return at the applicable IRS ad- information and : otherwise, the real estate investment trust fee .this form will vary depending on individual election is made by computing taxable See sections 856 and 857
for deta ils and dressolisted below, 9 Sign it . by hand, in the space provided may be subject to a failure to deposi tcircumstances . The estimated average income as a real estate investment trust on exceptions

. penalty. Records of deposits will be sent totime is ; Form 1120-REIT. 11th-eal estate for the preparer's signature. (Signature _4111Note : For income tax purposes, a
'Vesty""' trust's Use the followfirig tamps or labels are not acceptable .) IRS for crediting to the real estateRecordkeeping . . . . 53 hirs ., 49 min . An electing real estate investment trust corporation that is a qualified REIT principal business, office, internal Itavenukisrinvic . S investment trust's account. See th eLearning about the must be a corporation, trust, or association : subsidiary is not treated as a separate or agency 1, located 1, Clint-cidness 0 Givea copyofthetax return tothe instructions contained in the coupori book (Alaiv or the form . . . . 22 hes ., 38 min . (a) that is managed by one or more trustees corporation. See section 856(i) for details . V V taxpayer in addition to th copy filed with IRS . (Form 81 D9) for more information .or directors; 2. Termination of Election Tax return preparers should be familiar To help ensure proper crediting to yourPreparing the form . 63 hrs ., 35 min . (b) the beneficial ownership of which is New J!rsey, New York (New with their responsibilities. See PublicationYork City, and counties of account write your employer identificationCopying, assembling, evidenced by transferable shar or by Once the election to be treated as a real N.-, Rockland, Suffolk, Holtsville, NY 00501 1045, Information for Tax Practitioners, for number : 'Form 1 120-REIT,'and the taxand sending the form transferable certificates of ben :fsi'cial :state investment trust is made, it stays in and Westchester) more details

. period to which the deposit applies on yourto IRS . . . . . . . . 11 his., 16 min . interest; ffect for all years until it is terminal
'ed or check or money order. corevoked . The election terminates New York (all other counties), C . Figuring and Paying the Ta xIfyou have comments concerning the (c) that would otherwise be taxed as a automatically for any tax year in which the Connecticut, Maine, To get more deposit coupons, use the

accuracy of these time estimates or domestic corporation ; Mr,sach-satts. New Andover, MA 05501 1 . Accounting
suggestions for making this form more (d) that is neither a financial institution corporation, trust, or association is not a Hampshria, Rhode Island, Accounting methods .-Taxable income reorder form (Form 8109A) provided in the

qualified real estate investment trust as Vermont coupon book .must be computed using the method of For more information concern
'simple, we would be happy to hear from referred to in section 582(c)(5), nor an defined in section 856 . Florida, Georgi accounting regularly used in keeping the deposits, see Pubi [cation 583, lInTormation senyou . You can write to the Internal Revenue insurance company to which subchapter L The election may also be revoked by the South Carolinas Atlanta. GA 39901

real estate investment trust's books and for Business Taxpayers . 0
Service, Washington, DC 20224, Attention : applies; taxpayer for any tax year after the first year India .. Kentucky, records . In all cases, the method adoptedIRS Reports Clearance Officer, T.R :FP; or (e) the beneficial ownership of whicNs held for which the election isleffective by filing a Mch,gar, Ohio, Cincinnati OH 45999 must clearly reflect taxable income . See 4. Backup Withholding -1the Office of Management and Budget, by 100 or more persons (except this rule i statement with the Internal Revenue Service West Virginia section 446 . If a person receives certain payments andPaperwork Reduction Project, Washington, does not apply for the first tax year in which Center where the corporation, trust, or Generally, real estate investment tru IS does not give the payer the correc tDC 20503 . Kaman . New Mli Austin, TX 73301 with averagannual gross receipts of sore employer identification number, the payerthe election is-made to be taxed as a real association files its income tax return . The Oklahoma Tecas

'0 in I w I old taxes from those payments.
estate investment trust) ; . statement must be filed on or before the than $5 000 must use the accrua lImportant Tax Law Changes (f) that is notLC losely held, as defined in 90th day after the first day of the tax year for Alaska, Arizona, California method of accounting . See section 448 for his type of withholdin iscalled'backup

The Technical and Miscellaneous Revenue section 856(h) (except this rule does not which the revocation is to be effective . The (counties of Alpine Amado,
,Butte, Calavaras, ~olusit, definitions and exceptions. withholding, * If the rea estate investmentpply for the first tax year in which the statement must be signed by an official Contra Costa, Del Norte, Et Unless the law specifically permits trust has had any backup withholdin gAct of 1988made several changes affecting Dorado, Glenn

. Humboldt, withheld from payments, it should show thi sForm 1120-REIT and these instructions . :Iection is made to be taxed as a real estate authorized to sign the income tax return of otherwise, the real estate investment trust CL
Among the changes entacte investment trust) ; the taxpayer and must contain the name, Lake, Lasser . Marm, amount in the blank space in the right-handd were: changes Mend.i., Mod., Nil,, may change the method of accounting use din the types of income that a re included for (g) that meets the gross income and address, and employer identification number Nevada . Placer, Pi,mas, to report taxable income in earlier years (for column between lines 23 and 24h, page 1,
purposes of the 95% and 30% of gross diversification of investment requirements of the taxpayer, specify the tax year for which Sacramento, San loaqum, Ogden, UT 84201 income as a whol Form I 120-REIT, and label the amount asof section 856(c) ; the election was made, and state that the Slestal, Sierra, Sisk,o, a or for any material item) 'backup withholding . * The real estateincome tests ; a change in the date deemed taxpayer, pursuant to section 856(g)(2) Solana. Sonoma, Sutter, only by first getting consent on Form 3115 ,paid for dividends declared in October (h) that was treated as a real estate Tehama Trinity, Yolo, and Application for Change in Accounting investment trust should then include the (A
November, or December and actually ~Bid investment trust for all tax years beginning revokes its election under section 856(c)(1) Yuba) . ~oloradlo, Idaho, Method

. Also see Publication 538, amount in the total for line 24h .
during January : and exemption from the after February 28, 1986, or as of the end of to be a real estate investment trust . Montana, Nebraska

. Nevada, Accounting Periods and Methods . 5 . Estimated TaxDuring the 4 years after the first year I Nonh Dakota Oregon Southenvironmental tax for real estate the tax year, the corporation, trust or or Dakota . Utah : Walhin~on . Change In accounting perlard.-A real Generally, a real estate investment trustinvestment trusts . association had no accumulated eLmings which the termination or revocation is Wyoming estate investment trust may not change its must make estimated tax payments if
it canand profits from any non-REIT year ; effective, the corporation . trust, or California (all other counties). Fresno, CA 93US accounting period to any accounting period expect its estimated tax to be $500 or more .General Instructions (1) that keeps the records required by association may not make a pew election to He-,, other than the calendar year . Generally, For estimated tax purposes. the estimatedNote : In addition to those publications Regulations section 1 .857-8 to show the be taxed as a real estate investment tru

0Illinois. to", before changing its accounting period, the tax of the real estate investment trust i sactua g stock or except as provided in section 856(g)(4) . btlisted throughout these instructions fil ownership of its outstandin M:mtes
.,., Kansas City, MO 64999 real estate investment trust must o Bin the defined as its alternative minimum taxtaxpaye,,s may wish to get : Publicailon certi Cates of beneficial interest during the 3 . When To File M sso .", 0--sin Commissioner's approval by filing Form minus the credits for Federal tax on fuels and534, Depreciation ; Publication 535 tax year ; Generally, a real estate investment tr St Alabama, Arkansas, 1128, Application for Change in Accounting overpaid windfall profit tax . Use the PaymentBusiness Expenses; and Publicatior, 542, (J) that has a tax year which is a calendar must file its income tax return by the 15th North Carolina. Tern ;ssea

u Louisiana Kstisuppi Memphis. Thl 37501 Period. (See Regulations section 1 .442-1 Coupons (Forms 8109) in making deposits ofTax Information on Corporations. y at, unless such corporation, trust, or day of the 3rd month after the end of the and Publication 538 .) However, upon estimated tax .association was considered .to be a real tax year. A new real estate investment tr t Delaware D, trict o f

us
Columbra~ Maryland, Philadelphia, PA 19255 electing to be taxed as a real estate If the real estate investment trustA . Purpose of Form estate investment trust for any tax year filing a short-period return must generally Pennsylvania, Virginia investment trust, an entity that has not overpaid estimated tax, it may be able to gotForm I ~ 20-REIT is used to report the beginning on or before October 4, 1976 ; and file by the 15th day of the 3rd month at,.. engaged in any active trade or business may a *quick refund' by filinj Form 4466,income, gains, losses, deductions, and (k) for which the deduction for dividends the short period ends . A real estate Real estate investment trusts having their change its accounting period to a calendar Corporation Application or ?uick Refund o

f* st principal place of business outside the United year without the approval of the Overpayment of Estimated ex
. The

credits of real estate investment trusts as paid (excluding any net capital gain investment trust that has dissolved
mu States must file with the Internal Revenu edefined in section 856, dividends) equals or exceeds : generally file bythe 15th day of the 3rd Commissioner.

(1) the sum of : month after the date it dissolved . Service Center, Philadelphia, PA 19255 .
Page 2



overpayment must be both : (1) at least 10% can figure tne amount of any penalty and For more information, see Publication outstanding stock of a foreign corporation account in a foreign country (such as a bank of such amounts results in a positiveof
expected income tax liability, and (2) at bill the real estate investment trust for it . 916, Information Returns. may have to file Form 5471, Information account, securities account, or other amount of net income . To report these

least $500. To apply, file Form 4466 within However. you must complete and attach Note: Every real estate investment t t
Return with Respect to a Foreign financial account); items of income and cleduction, see the

21/2 months after the end of the tax year and Form 2220 even it the real estate rus Corporation: AND instructions for Parts 11 and IV ..
must file information returns if, in th e

before the real estate investment trust files investment trust does not owe the penalty course of its trade or business, it makes A real estate investment trust that is The combined value of the accounts Income
its tax return. if: (a) The annualized income or adjusted payments of rents, commissions, or other engaged in a trade or business in the United was more than $ 10.000 at any time Line I
6 . Timing Change in Deducting seasonal installment method is used, or (b) fixed or determinable income (see section States and is controlled by a foreign person during the year ; AND Dividends

the real estate investment trust is a "large 604 1) totaling $600 or more to any one may have to file Form 5472, Information a The account was NOT with a U .S. I amount of dividends
Accrued Expenses corporation" computing its first required person during the calendaryear . Return of a Foreign Owned Corporation. military banking facility operated by a Enter the tota
Generally, an accrual basis taxpayer can installment based on the prior year's tax . If Form 5452 . Corporate Report of Tr nsfers to a corporation controlled by U.S . financial institution . received during the tax year.

deduct accrued expenses in the tax year that you attach Form 2220, be sure to check the Nontaxable Dividends . th: transferor .-If a real estate investment b . The real estate investment trust owns Line 2
all events have occurred that determine the box on line 25, page 1, Form 1120-REIT trust receives stock or securities of a more than 50% of the stock in any Interest
liability, and the amount of the liability can and enter the amount of any penalty on ihis Form 5498 . Individual Retirement corporation in exchange for property, and no corporation that would answer "Yes" to Enter interest on U .S . obligations and on

0

be figured with reasonable accuracy . line. Arrangement Information. Use this form to gain or loss is recognized
u

rider section 35 1, item a above . loans, notes, mortgages, bonds, bank 0
However, all the events that establish liability report contributions (including rollover 14
for the amount generally are treated as 5. Overstated Tax Deposits.-If deposits the real estate investment trust (transferor) Get form To F 90-22 . 1, Report of deposits, corporate bonds, tax refunds. etc.

are overstated, the real estate investment contributions) to an individual retirement must attach to Form 1120-REIT the Foreign Bank and Financial Accounts, to Do not offset interest expense against 1011
occurring only when economic performance trust may be subject to a penalty of 25% of arrangement (IRA) and the value of an IRA information required by Regulations section see if the real estate investment trust i s
takes place. There are exceptions for of simplified employee pension account. interest income. 0
recurring items . See section 461(h). the overstated deposit claim. See section Form

5713. International Boycott Report,
1 .351-3 . considered to have an interest in or Line 3 14

6656(b). 3 . Amended Return signature or other authority over a financial 2)
7 . Rule of 78's Not an Acceptable 6 . Other Penalties. -There are also for persons having operations in or related Gross rents from real propert y

to "boycotting" countries . In addition. To correct any error in a previously filed account in a foreign country (such as a ban k
Method of Figuring Interest penalties that can be imposed for account, securities account, or other Enter the gross amount received for the

negligence, substantial understatement of persons who participate in or cooperate Form 1120-REIT, file an amended Form rental of real property . Such term includes
Taxpayers are reminded tha with an international boycott may have to 1120-REIT and check the box for Amended financi

:1 account).
t, generally, the tax . and fraud . See sections 6653 and 6661. com I "Y s" is checked for this question, file charges for services customarily furnished or

Rule of 78's is not an acceptable method plete Schedule A or Schedule B and Return in item F at the top of the form . form TO F 90-22 .1 by June 30,1989 . with rendered in connection with the rental of real
for computing interest income or expense . Schedule C of Form 5713 to compute t

E. Other Forms, Returns, their 4. Attachments property and rent attributable to personal
Anyone using the Rule of 78's should see loss of the following items

: the foreign ax the Department of the Treasury at th e

Revenue Procedures 84-27, 84-28, 84-29, Schedules, and Statements credit, the deferral of earnings of a Attach Form 4136, Computation of Credit address shown on the form . Form TO F 90- property leased under or in connection with a
for Federal Tax on Fuels, after page 4, Form 22 .1 is not a tax return, so do not file it with lease of real property (provided the rent

and 84-30 (which are in Cumulative That May Be Required controlled foreign corporation, IC-DISC attributable to such personal property does
Bulletin 1984-1) to change their method. benefits, and FSC benefits. 1120-REIT. Attach schedules in alphabetical Form 1120-REIT.

1 .Forms Fo . 8281 .
Information Return for Publicly order and other forms in numerical order Form TO F 90-22 .1 may be obtained from not exceed 15% of the total rent for the tax

D . Interest and Penalties The real estate investment trust may have Ofir after Form 4136
. IRS Forms Distribution Centers year charged for both the real and personal

fered Original Issue Discount property under such lease) . See sectio n
1 . Interest .-Interest is charged on taxes to tile any of the folloviing : In order to process the return, we ask that Also if "Yes" is checked for this question, 856(dX2) for amounts excluded from the

Instruments, This form is generally required mplete every applicable entry space write tl~ie name of the foreig nnot paid by the due date, even it an Forms W-2 and W-3 . Wage and Tax to be filed by issuers of public offerings of you co country or term 'rents from real property . "
extension of time to file is granted . Interest Statement ; and Transmittal of Income and on Form 1120-REIT. Please do not attach countries . Attach a separate sheet if moredebt instruments within 30 days of the statements and write "See attached" in lieu space is needed. Line4
is also charged on penalties imposed for Tax Statements . issuance of the debt instrument . of completin the entry spaces on Form Other gross rentsfailure to file, negligence, fraud, gross Form W-2P . Statement for Recipients of 9 3. Question 0
valuation overstatements . and substantial Forms 8288 and 8288-A. U .S . Withholding 1120-REIT .Annuities, Pensions, Retired Pay, or IRA Tax Return for Dispositions byForeign Tax-exempt Interest .-Report any tax . Enter the gross amount received for the
understatements of tax from the due date Payments . Persons of U .S. Real Property Interests ; and

If more space is needed on the forms or exempt interest received or accrued in the rental of property not included on line 3. co
(including extensions) to the date of schedules, attach separate sheets space provided . Include any exempt- Line 5Form 966. Corporate Dissolution or Statement of Withholdinton Dispositions indicating at the top of each attachment the interest dividends received as a shareholde rpayment. The interest charge is figured at a Liquidation . by Foreign Persons of U . . Real Property form number or schedule letter of the form Capital pin net income
rate determined under section 662 1 . Forms 1042 and 1042S. Annual Interests . Use these forms to report and in a mutual fund or other regulated Every sale or exchange of a capital asset
2 . Late Filing of Return .-A real estate Withholding Tax Return for U .S . Source transmit withheld tax on the sale of U .&

or schedule being continued . Also show the investment company .
investment trust that fails to file its return Income of Foreign Persons

; and roreign same information called for or. th~ form in must be reportedin detail on Schedule D
real property by a foreign person . However, the same order as on the printed forms . Be Specific Instructions (Form 1 120), Capital Gains and Losses ,

when due (including extensions of time for Person's U .S . Source Income Subject to with respect to distributions described in sure to show the totals on the printed forms . - even though no gain or loss is indicated. 0
filing) may be subject to a penalty of 5% a Withholding . Use these forms to report and Temporary Regulations section 1 . 1445-8T, Please use sheets that are the same size as Employer Identification number .-Enter 1%
month or traction of a month . up to a transmit withheld tax on payments or use Forms 1042 and 1042S . See section the employer identification number (EIN) of Line 6

the forms and schedules . Attach these the real estate investment trust . Net gain (or loss)maximum of 25%, for each month the distributions made to nonresident alien 1445 and the related regulations for separate sheets after all the schedules an d
return is not filed. The penalty is imposed individuals, foreign partnerships, or foreign additional information . A real estate investment trust that doe s
on the net amount due. The minimum corporations to the extent such payments or forms. Also, put the real estate investment Enter the net gain (or loss) from Form 4797,

Form 8300 . Report of Cash Payments Over trust's employer identification number not have an EIN should apply for one on Sales of Business Property, Part 11, line 18.
penalty for failure to tile a tax return within distributions constitute gross income from Form SS-4, Application for Employe r
60 days of the due date for filing (including sources within the U .S. (see sec

$10,000 Received in a Trade or Business . (EIN)on each sheet, be Line 7tions 861 Generally, this form is used to report the Identification Number. This form may
extensions) is the lesser of the through 865) . For more information, see receipt of more than $ 10,000 in cash or F. Additional Information obtained from most IRS and Social Security Other Incom e
underpayment of tax or $ 100. sections 1441 and 1442, and Publication I , Administration offices. Send Form SS-4 to Enter any other taxable income not listed

oreign currency in one transaction (or a Be sure to answer questions G through 0 on the same Internal Revenue Service Center to above, except amounts that must be CL3 . Late Payment of Tax.-Generally, the 515, Withholding of Tax on Nonresident series of related transactions) .
penalty for not paying tax when due is 1/2 of Aliens and Foreign Corporations. page 3, Form 1120-REIT. The instructions

Form 8612 . Return of Excise Tax on that follow are keyed to these questions
. which Form 1 120-REIT is mailed. If the EIN reported in Parts 11 or IV, and explain its

1% of the unpaid amount, up to a maximum Form 1096. Annual Summary and has not been received by the filing time for nature on an attached schedule . Examples
n Returns . Undistributed Income of Real Estate 1 . Question G(2)(c) the real estate investment trust tax return, of other income are amounts received o r

of 25%, for each month or fraction of a Transmittal of U .S . Informatio Investment Trusts . If you are liable for the U .S. person .-The term "U.S. person" write "Applied for" in the space for the EIN . accrued as consideration for entering int omonth the tax remains unpaid . The penalty Form 1098. Mortgage Interest Statement . 4% excise tax on undistributed income (A
is imposed upon the net amount due. This report the receipt from means: For more information concerning an EIN, agreements to make real property loans or

.form is used to imposed under section 4981, you must file toP 0-0
4. Underpayment of Estimated Tax.-A any individual of $600 or more of mortgage 1 . A citizen or resident of the United States ; see Publication 583 . urchase or lease real property ; -1
real estate investment trust that fails to pay interest in the course of the recipient's this return for the calendar year. 2. A domestic partnership ; Date REIT established .-If the real estate recoveries of bad debts deducted in prio r
estimated tax payments when due may be trade or business for any calendar year. 2. Statements 3 . A domestic corporation ; investment trust is a corporation under years under the specific charge-off method,

subject to an underpayment penalty for the Forms 1099-A, B, DIV, INT, MISC, DID, Stock ownership In foreign 4. Any estate or trust (other than a foreign state or local law, enter the date the amount of credit for alcohol used as K~I

period of underpayment . n general, to PATR, R, and S. Information returns for corporations.-Attach the required estate or trust within the meaning of section incorporated. If a trust or association, enter (determined without regard to the limitation

avoid the estimated tax penalty, the real reporting abandonments, acquisitions statement to Form 1 120-REIT if the real 7701(a)(31)). the date organized. based on tax) that was entered on Form

:state investment trust must make through foreclosure, proceeds from broker estate investment trust owned 5% or more 6478, Credit for Alcohol Used as Fuel; and 0

stimated tax payments of at least the and barter exchange transactions, certain "Owner's country," for individuals, is the Total assets
.-Enter the total assets of the

in value of the outstanding stock of a owner's country of residence . For all others, real estate investment trust as of the end of refunds of taxes deducted in prior years to

smaller of : 90% of its alternative minimum dividends and distributions, interest foreign personal holding company and the it is the country where incorporated, the tax year . If there are no assets atthe the extent it reduced income subject to tax
tax minus the credits for Federal tax on payments, medical and dental health care real estate investment trust was required to organized, created, or administered . end of the tax year, enter the total assets as in the year deducted (see section I 11). Do

fuels and overpaid windfall profit tax as payments, miscellaneous income include in its gross income any 2 . Question I of the beginningof the tax year . not offset current year's taxes with tax

shown on the return; or 100% of its prior payments, nonemployee compensation, undistributed foreign personal holding refunds .

year's tax (computed in the same manner). original issue discount, patronage company income . See section 551(c) . Foreign financial accounts.-Check the PartI If 'otherincome' consists of only one

See section 6655 for details and exceptions . dividends, total distributions from profit- A real estate investment trust that "Yes" box if either a or
b, below, applies to In this part, do not include income or item, describe it in parentheses on line 7 .

Form 2220, Underpayment of Estimated sharing plans, retirement plans, and the real estate investment trust ; otherwise, deductions attributable to any prohibite dcontrols a foreign corporation, or that is a check the 'No' box: transaction (as defined in section Deductions
Tax by Corporations . is used to see if the individual retirement arrangements, and 10%-or-more shareholder of a controlle d
real estate investment trust owes a penalty proceeds from real estate transactions . Also foreign corporation, or acquires, disposes a. At any time during the year the real 857(b)(6)) resulting in a gain . In addition, Limitations on deductions-

and to figure the amount of the penalty. use these returns to report amounts that of, or owns 5% or more ownership in the estate investment trust had an interest in or exclude gross income, gains, losses, and
I -

Transactions between related taxpayers .
Generally, the real estate investment trust were received as a nominee on behalf .of signature or other authority over a financial deductions from foreclosure property (as Generally an accrual basis tzixpayer may
does nothavetofil this form because IRS .

another person. Page3 Page 4 defined in section 856(e)) if the aggregate only dedu~t business expenses and interest



owed to a related party in the year the year of change, 35% for the 2nd year after Line 18p
as compen ation and repoftedon Form W-2 Line 21 baliment is included in the incomeofthe the year of change. and 35% in the 3rd year Other deductions for an employee or on Foun 1099-MISC for Part II Irelated party . See section 267 for limitation after the year of change . However, if Rev. Deduction for dividends paid All rea! e~tjlv. investment trusts mus ton deductions for unpaid expenses and Proc . 84-74.1984-2 C .B . 736, Include on this line contributions deductible . an independent contrictot.) Enter file amount fro., line 6, SCh,-,Iulp A . complete lio- la throuf:h 8 of this part . Ifinterest. requires the under section 170 ; contributions to pension Note : 00 not deduct penalties imposed on Line 21c line 8 iszeiv, in,! tax imposed under sectionadjustment to be taken into account over a and profit-sharing plans, employee benefit real estate investroent trusts sucti, as thos e2 . Direct and indirect costs (including period of less than 4 years, the adjustment programs, e1c,; and amortization of included in General Instruction D .

Section 857(b)(2)(E) deduction 857(h)(5) do,-! . lint apply ;jod the rest oftaxes) allocable to real or tangible personal is to be included in income ratably over the organization expenses . I Enter the amount frool Schedule J . line 3C. Part III should not be completed . It line 8 isProperty constructed or improved by the shorter period. See P.L. 100-203section Line 20 Line 24f greater than ;- ic, complete all of Part IIItaxpayer. Such costs must be capital .ized in 10201 for more information . If a contribution deductible under section Taxable income before net operating loss Credit for overpaid windfall profit tax and enter the ctax fron) line 16 on Scheduleaccordance with section 263A . Caution: Ifyou provided taxable fringe 170 is in property other than trioney and the deduction, deduction for dividends paid, A real estate investment trust toid has 3 .:
3. Golden parachute payments . A portion benefits to your employees, s total claimed deduction for all property and section 857(b)(2)(E) deduction .Lich as contributed exceeds $500, real estate overpaid its windfall profit tax may claim a Caution : If fine S ;s gie,itet thal.,, 2ero, theof the Payments made by a corporation to personal use Oita car, do noildeductas "At risk" rules .-Special 'at risk" rules credit on its ocorne tax return . Use Form real estate in,rst mi trust MUST,key personnel that exceeds their usual wages the amount allocated for investment trusts (except those closely under section 465 generally apply to closely 6249

. Computation of Overpaid Windfall (a) attacli a schedule to Form I 120-REITcompensation may not be deductible . This expenses that you held) shall attach a schedule
.describing the held real estate investment trusts engaged Profit Tax, to figore the credit . include the hsbog theo.,fwe arid anto it of each item 0depreciation and other

kind of property contributed and the in any activity as a trade or business or for amount of the credit in the total for fill% line,
Of its gross income deNcribed in section s

occurs vdien the corporation has 4n claimed on lines 16 and 18. method used in determining its fair maa reement (golden parachute) with these 0rkat the production of income . Such taxpayers Write in the margin, next to the entry on this 856(c)(2) and (3) . 1kg Enter on line 10b the amount of jobs value
. Closely held real estate investment may have to adjust the amount oil lint, 20 . line the amount of the c,udd anifidentify it (b) nor have trioduletitly included any 101

ey empi these excessive credit from Form 5884, Jobs Credit . trusts must complete Form 8283. Noncashamounts rporation Line 11 Charitable Contributions, and attach it to
0H wever, the -at risk" rules do not apply to : as 'bW - inrotrect tolorination in tire schedulp 0changes . See siction 280G . PT.

4. Business startup expensesare required Repairs their returns. All other real estate 1) holding real property (other than hlcte~ The windfallprofit tax does not apply mentioned in (a) above; aod
to be capitalized unless an election is made . Enter the cost of incidental repairs such as ainv7sattzecihi: Froursnbi8g2e8n3e rial Ityhemi ruseticompletre mineral property) placed in service by the tPo

ac rr t' I I

ode oil removed after August 22 . 1988 (c) have reasonable cause f6t not meetingtaxpayer before 1987 ; (2) equipment
the requirements of sections 856(c)(2) andto amortize them over a period of 60 labor and supplies, that do not add'to the contributions

of property other than money leasing under sections 465(c)(4), (5).
and art unless the (3). (D

value of the property or appreciably prolong (6); and (3) any qualifying business of a Do NOT complete this p imonths, See section 195 . its life. after June 6, 1988, if the total claimed
Failure to meet these three conditionsdeduction for all property contributed was qualified corporation under section aggregate of the gross income, gains .S . Passive activity limitations.

Limitations Line 12 more than $5,000.
real estate investment trust effective for

465(c)(7). For more information . see losses, and deductions from foreclosure ivill terminate the election to be treated as aon passive activity losses and credits under section 465 and Form
6198, Computation property (as defined in section 856(e) )section 469 apply to real estate investment Bad debts Employers who maintain a pensio", of Deductible Loss From an Activity results in a positive amount

of net income . this tax year and all succeeding tax years. (Dtrusts that are closely held (as defined in Enter the total debts that became worthless profit-sharing, or other funded deferred Described in Section 465(c)
. If an overall net loss results . report the gross Part I V

section 856(h)). Real estate investment in wholeor in partchuringthe taxyear . compensation plan, whether or not qualified income
. gains, losses, and deductions fro mtrusts subject to the passive activity Line 14 underthe Internal Revenue Code and Line 21a Section

857(b)(6) imposes a tax equal tolimitations must complete Form 8810, Taxes whether or not a deduction is claimed for Net operating loss deduction foreclosure prGperly oil the appropriate 100% o f
Corporate Passive Activity Loss and Credit Enter taxes paid or incurred during the tax the current tax year, generally are required The "net operating loss deduction" is the lines in Part 1 . the net income derived from

prohibited transactions. rile 100% tax isLimitations, to compute their allowable year, but do not include the following : to file one of the forms described below. amount of the net operating loss carryovers Property may be treated as foreclosure imposed to prevent a real estate investmentpassive activity loss and credit,
1. Federal income taxes ; There are penalties for failure to file these that can be deducted in the tax year, See property only if the property meets the trust froin retaining any profit from ordinar

yform on time and for overstating the section 172(a),,If this deduction is taken requirements of section 856(e) and the real retailing activities such as sales toLine 9 2. Foreign or U .S . possession income taxes s
estate investment trust elects to so frea tpension plan deduction . See sections explain its computation on an attached r customers of condominium units orCompensation of officers if a tax credit is claimed

; such property in the year the prope y was subdivided lots in a development tract .
6652(e) and 6659A. schedule, acquired

. Such election must be madeby C0
Do not include compensation deductible 3. Taxes, including state or local lestaxes, Form 5500-Complete this form for each If capital gain dividends are paid during he due date tot filing Form

1 120-REIT Line Ielsewhere on the return such as elective that are paid or incurred in connection with plan with
100 or more participants . any tax year, the amount of t including extensions)

by attaching a Gain from the sale or other dispositio n
sa he net capital C0c ntribut ions to a sectio~ 401(k) cash or an acquisition or disposition of property f: o fdeferred arrangement or amounts Form 5500-C or 5500-R.-Complete the gain for such tax year (to th e extent of such statement indicating that the election under propert

y(such taxes must be treated as a part of the applicable form for each plan with fewer capital gain dividends) is excluded in section 856(e) is being made and identifying Include only gains from the sale or other 4111contributed under a salary reduction SEP cost of the acquired property or, in the case determining
: (1) t hi than 100 participants. ( e net operating loss for the property to which the election applies

. disposition of property described in section

agreement . of a dispos tion, as a reduction in the amount Form 5500EZ
.-Complete this form for a thetaxyear,and 2)theamountofthenet The statement must also set forth the

name . 1221(l) that is not foreclosure property (as n
Line 10 realized on the disposition)

; one-participant plan. operating loss of any prior tax year that may address . and EIN of the real estate defined in section 856(e)) and that does no tEnter on line 10a the amount of total 4981 on undistributed real estate Generally, a deduction may not be taken be carried through such tax year to an y
Salaries and wages 4

. Excise taxes imposed under section investment trust, the date the property -as qualify as an exception under section
0for the amount of any item or part thereof succeeding tax year

. acquired, and a brief description of 857(bX6)(C)~ 1%
salaries and wages paid or incurred for the investment trust income

; or allocable to a class of exempt income. Generally, a real estate investment trust howth etax year. Do not include salaries and wages 5 . Taxes not imposed on the real estate may carry a net operating loss over to each property was acquired (including the name Do not net losses from prohibite
dof the person from whom the property was 3

deductible elsewhere on the return, such as investment trust . Generally, a real estate investment trust of the
15 years following the year of loss . acquired and a description of the lease or tvansactions against gains in cletermi;nin gelective contributions to a section 401(k) See section 164(d) for apportionment of can deduct only 80%

of the amount Real estate investment trusts are not he amount to enter on line 1 . Enter ossess otherwise allowable for meals and debt with respect to which default occurred from prohibited transactions on th
e

cash or deferred arrangement or amounts taxes on real property between faller and meals permitted to carry back a netoperating loss or was imminent)
. Once made, t he electio ncontributed under a salary reduction SEP purchaser . entertainment expenses

. In addition, to any year preceding the year of such loss . is irrevocable, See section 856(e) and appropriate line in Part 1 .agreement. must not be lavish or extravagant; a bona Line
2Effective for tax years beginning after Line

15 fide business discussion must occur during, In addition, a net operating loss from a year Regulations section 1 .856.6 for additional.Interest immediately before, or immediately after that is not a REIT year may not be carried information
. Deductions

1987,
the special election that allows Do not include interest on indebtedness the meal ; and your employee must be back to any year that is a REIT year

. Line 2 Only those expenses which have a CLaccrual method taxpayers a deduction for After applying the net operating loss to Gross income derived from foreclosure proximate and primary relationship to th
e

incurred or continued to purchase or carry present at the meal . See section 274(k)(2)
th e irst tax year to which it may be carried ,additions to a reserve for vacation pay has obligations on which the interest is wholly for exceptions . If

a real estate investment property earning of the income shown on line I may
been repealed. Generally, the amount now exempt from tax

. trust claims a deduction for unallowable the portion of the loss the real estate Do
NOT include on line 2 amounts be deducted to arrive at net income fromallowed as a deduction for vacation pay is meal expenses, it may have to pay a investment trust may carry to each of the described in sections 856(c)(3)(A), (B),

(C), prohibited transactions.
limited to the amount of vacation pay Generally, a

cash basis taxpayer cannot remaining tax years is the excess, if any of Do not deductearned during the year to the extent it is deduct prepaid interest allocable to years penalty .
paid during the year or vested at the end of following the current tax year . For example, Additional limitations apply to deduct the loss over the sum of the modified ta;abie 0), (E), or (G). These amounts must be general overhead and administrativeion s
the year and paid within 21/2 months after a cash basis calendar year taxpayer who in for gifts, skybox rentals, luxury water travel income for each of the prior tax years to reported in Part 1. expenses in Part IV.
the end of the year . 1988 prepaid interest allocable to any convention expenses, and entertainment which the real estate investment trust may Line 4

The change from the rese period after 1988 can deduct only the tickets . See section 274 and Publication carry the loss . (See section 172(b).) Deductions Tax on Certain Built-In Gains 0Ne method is amount allocable, to 1988 . See Publication 463, Travel, Entertainment, and Gift See section 172 and Publication 536, Only those expenses which have a proximate s11RStime3nds(td)issu
et rweilgi i

m1a
ptioasnesaitnadxeorn the

treated as a change in method of
Net Operating Losses, for more information . and primary relationship to the earning of

0
"accounting initiated by the taxpayer and 545, Interest Expense . Expenses, for details.

. See section 382 for the limitation on the the income shown on line 3 may be net built-in gain of C corporation assets i n
made with IRS consent. The net amount of Generally, the interest and carrying All

other ordinary and necessary travel amount of taxable income of a loss deducted to arrive at net income from connection with : (1) the qualification of athe adjustment required by the change in charges on straddles cannot be deducted expenses paid or incurred in the trade o r
a unting method equals the excess of the and must be capitalized. See section 263(g). business of the real estate investment trust corporation for any tax year ending after a foreclosure property . Such deductions corporation to be taxed as a real estate (Aamount in the reserve at the end of the year Line 16 are generally fully deductible .cco post- 1986 ownership change that may be include depreciation on foreclosure investment trust, or (2) the transfer of such

However, expenses paid or incurred for a offset by pre-change net operating loss property, interest paid or accrued on debt of assets to a real estate investment trust in aprecedingthe year of change overthe Depreciation carryovers
. Also see Temporary Regulations the real estate investment trust that is carryover basis transaction .amount accrued at the end of the year facility (such as a yacht or hunting lodge )Besides depreciation, include on line 16 the that is used for an activity that is usually section 1 .382-2T(a)(2)(ii) . which requires attributable to the carrying of such property, Generally, the net built-in gain equals thepreceding the year of change and paid part of the cost (up to $10,000) that the considered entertainment amusement, or that a loss corporation file an information real estate taxes . and fees charged by an excess of aggregate gains over aggregate

within 2V.! months after the close of
that real estate investment trust elected to statement with its income tax return for independent contractor to manage such losses that viould have been realized it theyear . The net amount of the adjustment expense for certain recovery property recreation are not deductible . (Note; The

each tax year that it is a loss corporation . property . Do not deduct general overhead corporation had sold all of its assets at their
reduced by the balance in the suspense placed in service during the tax year. See real estate investment trust may be able to

and administrative expenses in Part 11 . respective fair market values on theaccount under section 463(c) must be the instructions for Form 4562, deduct the expense if the amount is treated
relevant date described below and

included in income as follows: 25% for the Dipreciation and Amortization
. immediately liquidated. Unless th e

year of change, 5% in the Ist year after the Page
5 Page 6

corporation makes the election described



the deterred tax amount due under section Line 4d before the net operating loss deduction, net
below. the gain must be recognized by the Real estate investment trust taxable to. Total of imes, 6 through 9 . income from foreclosure property, and net
corporation as of: (a) the last day of the tax income (determined without regard to Enter this amount on ism Its . 129 1(c) in the amount to be entered on line Credit for fuel produced from a income from prohibited transactions, plus
year immediately preceding the year in the deduction for dividends paid) Schedule J, Form 1120-REIT 3e . Schedule J . Write on the dotted line to nonconverational source. A credit is adjustments and tax preference items of
which it qualified as a real estate Real estate investment trust taxabie- Additional 5% tax. Members of a the ett of line 3e, Schedule J, "Sec . 1291 allowed for the sale of qualified fuelsurce . the trust exceeds $40,000 (or the allowable

controlled group are treated as one Ia ., - $(amount) ." Attach Form 8621, produced from a nonconventional so
investment trust, in the case of (1) above ; income (determined without regard to Return by a Shareholder of a Passive lunhhed exemption amount, if less) . See Form 4626
or (b) the day before the date of the the deduction lot dividends paid) + corporation for purposses of fiTring the Foreign Investment CouillanY or Qua lit led Section 29 contains a definition ot t

d to, details .
transfer of assets, in the case o (2) above. (Net income from foreclosure property applicability of the additional %taxthaf Electing Fund, fuels, provisions for figuring the credit, a n

I
m nus the tax on net income from must be paid by corporations with taxaple other special rules. If the real estate Line 9

Election.-The regulations will allow the foreclosure property) income in excess of $100,000. If the . Line 4a investment trust qualifies for this credit, Deterred tax and interest on
real estate investment trust to elect to pay additional tax applies, each member of the attach a separate schedule to the return undistributed earnings of a qualifie d-in gains recognized Schedule J Foreign tax credit See Form 1118. showing the computation of the credit . electing fund under section 1294. Followthe tax on any built controlled group will pay that tax based an -feign Tax Credit-
within a 10-year period on the assets held Tax Computation the part of the amount that is used in each Computation of Fo 11 of when a Include the amount of the credit in the total tire instructions tor Form 8621 to 0by the corporation before it was taxed as a taxable income bracket to reduce that Corporations, for an explanatior for line 4d, Schedule J . Write next to th e
real estate investment trust or before it real estate investment trust car, take credit a 4d the amount of the credit determine the amount of tax owed o r

Lines I and 2 member'stax . (See section 1561(a).) Each 1 0
Members of a controlled group, as defined for payment of income tax to a oreign antry for line deferred to include in or subtract from th e

transferred the assets in a carryover basis, member of the group must enter its share of rid identify it as 'section 29 credit ." total tax on line 9, Schedule J . Write on thetransaction to the real estate investment in section 1563, are entitled to one the additional 5% tax on line 21) and attach country.
trust. The built-in gains of an electing real Line 6 dotted line to the left of line 9, Schedule J ,

estate investment trust and the tax
d $50,000 and one $25,000 taxable income to its tax return a schedule that shows the Line4b Personal holding comp 'Sec . 1294" and the amount of tax to be 0

impose bracket amount (in that order) on line 2a . taxable income of the entire group as well any tax. A real
on such gains will be subject to rules similar General business credit. This credit is added to or subtracted from the total for 1%
to the rules relating to net income from When a controlled group adopts or later as how its share of the additional tax was made up of the sum of the following credits : estate investment trust is taxed as a line 9 . (Show in brackets an amount to be 0)
foreclosure property under section 857 . amends an apportionment plan . each figured.

Investment credit .
The investment credit personal holding company under section subtracted .) Do not include on line 9 the sell-member must attach to its tax return a copy Line 3a 542 if: interest charge due on the deferred tax . e

In the case of a Corporation qualifying to of its consent to this plan . The copy (or an was generally repealed for property placed * At least 60% of its adjusted ordinary instead
.
write 'Sec . 1294 interest' and th (D

be taxed as a real estate investment trust, attached statement) must show the part of A real estate investment trust must in service after 1985 . See Form ~3468,
the regulations will generally apply to tax lent gr ss income, defined in section

543(b)(2). amount owed in the bottom margin of page

years beginning after June 9, 1987 .
the amount in each taxable income bracket compute its tax on its real estate investrr Computation of Investment Credit, for for the tax year, is personal holding 1 . Form 1120-REIT .
apportioned to that member. There are trust taxable income as follows (Members of exceptions. company income as defined in sectio n

However, the regulations will not apply to other requirements as well . See Regulations a controlled group should see the Jobs credit. The jobs credit, if elected, is 543(a), and Schedule M-1 (Dany corporation that was taxed as a real section 1 . 1 561-3(b) for the requirements instructions above for lines Land 2) : allowed for hiring members of targeted e At any time during the last half of the tax Reconciliation of Income per Book sestate investment trust for its tax year that and for the time and manner of making the It its real saithate, In . groups dut ing the tax yeaf . See Form 5884, year more than 50% if) value of its With lncome per Returnincluded June 9, 1987 . In the case of consent

*
vestment trust tax . Jobs Credit, for defiriltions. special rules, outstanding stock is owned, directly orcarryciver basis transactions, the regulations Equal apportionment plan . Ifno able income (line 22, and! limitations

will generally apply to transactions a h Form 1120-REIT) .. indirectly, by not more than 5 individuals . Line 5c
pportionment plan is adopted, I e page I Is: It. far. Do not take an expense deduction for the

occurring after June 9 . 1987 . members of the controlled group must is : or Use Schedule PH (Form 1120). Travel and entertainment . Include on this
For more information, see Notice 88-19, Of the part of the ages or salaries paid n of U .S . Personal Holding line : 20% of meals and entertainment notdivide the amount in each taxable income unt . incurred which is equal to the amount of the Computati o

1988-8 1 .R .B, 14. F 0-- Butnot Company Tax, to figure this tax . allowed under section 274(n) ; expenses for _116bracket equally among themselves or jobs credit (deteirinned without regard t o
Note: Details an how to compute and report example. controlled group AB consists of the limitation based on the tax (section Line 7 the use of an entertainment facility : the (0
this tax on Form 1 120-REIT(if the real corporation A and corporation B. Theydo 0 $50.000 15% 0 part of gifts it excess of $25;
estate investment trust makes the election not elect an apportionment plan . There re, $50 000 75 .000 It 7,500 25% $50,000 38(c))) Recapture taxes or a: inimoual aoocaote to 00

ilable at the 75~000 . . . . . . $13.750 34% 75,000 Alconol r et creat. A -,ll estate investmer :t It i;ropoet~ corwentions on cruise shipsm excess of 00describedabove) were not ava both corporation A and corporation B at 'a is disposed of or ceases to be qualified $2,000 : employee achievement awards intime these instructions were printed but will entitled to $2 5 .000 (one-half of $50.000) Additional tax. If the real estate investment trust may be able to take a credit for alcoho l

be announced by IRS after publication of in the $50,000 taxable income bracket on trust taxable income exceeds $100,000, used as fuel . Use Formi 6478, Credit for property before the end of the life years excess of $400 : the cost of entertainment
the regulations under

.
section 33 7(d) If the line 2a(i) and to $12,500 (one-ha

it of
the total tax imposed under section 857 Alcohol Used as Fuel to figure the credit. used in computing the regular or energy tickets in excess of face value (also subject

real estate investment trust is required to $25,000) in the $25,000 taxable income (see the table above) is increased by the Crecut for increasing research activities. See investment credit, there may be a recapture to 20% disallowance) ; 2A of the cost o f

file Form 1120-REITbefore these details bracket on line 2a(ii) . lesser of: 5% of the excess over 1100,000, Form 6765 . Credit for Increasing Research of the c, Jit . See Form 4255, Recapture of skyboxes in excess of the face value of non-
are announced, the fund should not include Unequal apportionment plan . Members of or $11,750 . Activities . and section 4 1 . Investri lent Credit. luxury box seat tickets ; the part of the cost

the built-in gains tax on Form 11 20-REIT at a controlled group may elect an unequal Line 3e Low-income housing credit. See Form Recapture of low-income housing credit. If of luxury water travel not allowed under 0

the time of original filing. Rather. the tax apportionment plan and divide the taxable Interest on tax attributable to payments 8586 . Low Income Housing Credit . and you must recapture part of the low-income section 274(m); expenses for travel as a "Ill

should be shown on an amended Form income brackets as they wish . There is no received on Installment sales ofcertain section 42 . housing credit because there has been a form of education ; and other travel and

1120-REIT filed after the announcement is need for consistency between taxable timeshares and residential lots. It the real Form 3800, General Business Credit . Enter decrease in the qualified basis of a building entertainment expenses not allowed as a

issued by IRS. income brackets . Any member of the estate investment trust elected to pay the amount of the credit from Form 3800, from the prior year or if you disposed of the deduction . (A

controlled group may be entitled to all, interest on the amount of tax attributable to and check the boxes indicating which forms building or an ownership interest in it, se e

Schedule A some, or none of the taxable income payments received on installment are attached to the return . If the real estate Form 8611, Recapture of Low-income
bracket

.
(But the total amount for all obligations arising from the disposition of investment trust is cla,ming only one of the Housing Credit, and section 420) . It you

Deduction for Dividends Paid members of the controlled group cannot be certain timeshares and residential lots above cred :ts . you do not have to complete attached Form 8693, Low-income Housing

Lines I through 5 more than the total amount in each taxable under section 453(IX3), it must includethe Form 3806 . Instead, check the appropriate Credit Disposition Bond, write on the dotted CL

The rules in section 561 (taking into income bracket.) interest due in the amount to be entered on box and attach the form for which the credit line to the left of line 7 . Schedule J, "For m

account sections 857(b)(8) a rid 858(a)) Each member of a controlled group must line 3e, Schedule J . Write on the dotted line is being taken. However, if the real estate 8693 attached ."
determine the deduction for dividends compute the tax on Its REIT taxable to the left of line 3e, Schedule J, "Sec . investment trust has a carryforward or One 8
paid. Income as follows: 453(IX3) interest - $(amount) ." Attach a carryback of any of these credits (of a

1 . Enter REIT taxable Income schedule showing the computation . carryforivard of an ESOP credit)i, it must use Alternative minimum tax . Attach Form
Line 3 4626 . Alternative Minimum Tax-

(line 22, page 1, Form 1120, Interest on tax deferred under the Form 3800 .
For dividends declared after 1987, REIT) . . . . . . . . . . Corporations, if the total of real estate

dividends declared in October November
. Installment method for certain non-dealer i. .ne 4c investment trust taxable income (or loss)

or. December and payable to skareholders c, 2, , line 1 or the REIT's share installment obligations . If an obligation it for prior year minimum tax . If the 0E" ;,e; S50.000tinable,mome Credu f of arising from the disposition of property to
record on a specified date in It ch a month bracket . hichexer,sless which section 453A applies is outstanding at real es~ate investment trust had an all
:re treated as having been paid bythe real aitumative mun;:oum tax liability in a prio r

eceivedby 3. Subtract line 2 ism line I the close of the year, the real estate taxyear beginning after 1986 but has no 0
state investment trust and r investment trust must include the interes t

each shareholder on December 31 of such 4 . Enter line 3or the REIT'~ share current yea, alternati ve ; ;ummum tax, it
or the $25,000 taxable income due under section 453A(c) in the amount t o

year provided the dividends are actually bracket, hichever is ins be entered online 3e, Schedule J . Write on :1 .1~1 oe 41h! tD take 'le credit for prior year (A
paid in January of the following year . Enter

5. Subtract me 4 from lim 3 the dotted line to the left of line 3e, Schedule -.nn,ium tax . See Form 8801, Credit for
on line 3 all such dividends that are not

...... . .... ..

already included on line I or 2 . 6. Enter 15% of line 2 J, "Sec . 453A(c) interest- $(amount)." F,- Year Minimum Tax, and section 53.

Line 6
Attach a schedule showing the computation .

7. Enter 25% of rin, 4 . . . . . Deferred tax amou Fit under section 1291.
If for any tax year the real estate investment 8. Enter 34% of line 5 . . . . . If the real estate investment trust was a
trust has net income from foreclosure . f ' t ant
property (as defined in section 9. It the taxable income of the shareholder in a passive greign miles in

8517(b)(4XB)), the deduction for dividends controlloedoo
.group exceeds company (PFIC) that received an excess

$100 . tire r t hi s distribution or disposed of its investment in
paid to be entered on line 6 (and on line member's share of the letter the PFIC during the year, it must include
21b, page 1) is determined by multiplying of (a) 5% of the excess oxe r

$100.000 -1 flit $11,750,
the amount on line 5 by the following (See instructions tot aditronal Page 7 R
fraction; 5%tax.below.) . . . . . . .
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Form I 120-RIC U.S . Income Tax Return for No. 1545-1010 1- 1120-RIC(1988)
Page 2Regulated Investment Companies tation of Tax on Undistributed Net Capital Gain Not Desixtriated Under Section 852 b -3)(0 )I . ~b)(Departmemt of the Treastiry For calembir year 19U astax year beffisaing . . . . . . . . . . . . . . . . . .. im sealog . . . . . . . . . . . .. . 9 . . .. 1088 1 Net

s
capital gain from Schedule D (Form 1120).Iine 10 (attach Schedule D (Form 1120)) . . . . .

2
Internal Reverxie service Part!!_compu- 1Is. For Papeneork Reduction Act Notice, a" pop I of the Instructions. 2 Les : Capital gain dividends (do not include any amount reported on Form 2438, line 9b) . . . . . . -A YearRIC,tatuswas Name of fund C El ~ Mentiftelikeri assaider 3 Amount subject to tax-line I less line 2 . . . . . . . . . . . . . . . . . . . . .elected

Plelass Number and street (or P.O. box number if mail is not delivered to street addrm) 0 Total (sel, swdic 4 Ca pita I ga ins tax-Enter 34 % of Ime 3 here a nd on fine 3b, Sched ule J . . . . . . . . ~_~ _4
TYP
. InstruK"IM.)0 Date lundwas I -

sPaid (Do not include capital gain dividends or exempt-interes dividends .)established Print city or toov", state, and ZIP code
I Dividends paid other than dividends paid after the end of the tax year (do not include dividends con- T o

_Chec~ a~plicable boxes : (1) [] Final return (2) 0 Change in address (3) E] Amended return sidered as paid in the preceding tax year under sections 852(b)(7) or 855(a), or deficiency dividends a sdefined in section 860) . . . . . . . . . . : . . . . . . . . . . . . . . . . 0F Chet,l(this box if the fund is a personal holding company or is not in compliance with Regulations section 1 .852-6 for this tax year
2 Dividends paid in 12-month period following the close of your tax year which you elect to be treated asP_ I-Computation of Investment Company Taxable Income

paid during the tax year under section 855(a) . . . . . . . . . . . . . . . . . . . 2I Dividends . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1
0.3 Dividends declared in October, November, or December deemed paid on December 31 under section 12 Interest . . . . . . . . . . . . . . . . . . . . .

. . . . .
2 852(bX7). (See instructions .) . . . . . . . . . . . . . . . . . . .

. . . . . 0
3 Net foreign currencygain (or loss) from section 988 transactions (attach schedule) . . . . . 3 4 Consent dividends (attach Forms 972 and 973) . . . . . . . . . . . . . . . . . . . 4 daell.E 4 Payments with respect to securities loans (see instructions) . . . . . . . . . . . . . 4
as (D0. 5 Excess of net short-term capital gain over net long-term capital loss from Schedule D (Form 5 Deduction for dividends paid-Add lines 1 through 4 . Enter here and on line 25, page 1 . . . . . . 5.S 1120), line 9 (attach Schedule D (Form 1120)) . . . . . . . . . . . . . . . . . _5 1~- ii Information Reoulred With Respect to Income From Tax-Exempt Obligations

W6 Net gain (or loss) from Form 4797, Part 11, line 18 (attach Form 4797) . . . . . . . . . 6 Did the fund quality under section 852(b)(5) to pay exempt-interest dividends for 1988? . . . [3 Yes E] No (D7 Other income (see instructions-attach schedule) . . . . . . . . . . . . . . . . 7 If your answer to the above question is 'Yes," complete lines I through 4 : see.8 Total income-Add lines I through 7 and enter here . . . . . . . . . . . . . . . 8 1 Amount of interest excludible from gross income under section 103(a) . . . . . . . . .

. .
9 Compensation of officers (Schedule E) . . . . . . . . . .

. . . . . . . . . .
9 2 Amounts disallowed as deductions under sections 265 and 17 1(a)(2) . . . . . . . . . . . .nce I-10a Salaries and wages b Less jobs credit Bala 10c 3 Net income from tax-exempt obligations-line-1 less line 2 . . . . . . . . . . . . . . . . 311 Rents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 212 Taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

.
12 4 Amount of line 3 desi2nate as exem t-interest clivide-13 Interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

.
13 Compensation of Officers (See instructions for line 9, page 1 .)14 Depreciation (attach Form 4562) . . . . . . . . . . . . . . . . . . . . . 14 Complete Schedule E Ohl if total recei is are $150,000 more .- 15 Advertising . . . . . . . . . . .. . . . . . . . . . . . . . . . . 15 t(c) .P(e,;cen.1 .f,. Pecen,,..,0 16 Registration fees . . . . . . .. . . . . . . . . . . . . . . . . . . 16 (a) N,ame of officer (b) Social security number m v. (f) Amount of compensation17 Insurance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 7z (d mmon (a) Preferred18 Accounting and legal services . . . . . . . . . . . . . . . . . . . . . . .18 % % %19 Management and investment advisory fees . . . . . . . . . . . . . . . . . 19 % % % ain20 Transfer agency, shareholder servicing, and custodian fees and expenses . . . . . . . . 20 % % % 021 Reports to shareholders . . . . . . . . . . . . . . . . . . . . . . . 21 % % %22 Other deductions (attach schedule) . . . . . . . . . . . . . . . . . . . . 22

23 Total deductions-Add lines 9 through 22 and enter here . . . . . . . . . . . . 23 Total cominsatLonoLooff icers-Enter here and on liat2,ege 1 . . . . . . . . . . Cal24 Taxable income before deduction for dividends paid (line 8 less line 23) . . . . . . . . _L4_
Ta C M

putation (See instructions . )25 Less : Deduction for dividends paid (Schedule A)
. . . . . * . . I

. . . 25 1 Check if you are a member of a controlled group (see sections 1561 and 1563):~2_6 Investment company taxable income (line 24 less li n'e 25) . . . . . 26 2 If line I is checked: . . . . . . . .
Tax and Payments a Enter your share of the $50 000 and $25,000 taxable income bracket amounts (in that order) .

CL27 Total tax (Schedule J) . . . . . . .
. . . . . . .

W 27 (1)Is _J (11) is I _ J28 Perments: a 1987 overpayment credited to 190 1 28aI b Enter your shire of the additional 5% tax (not to exceed $11,750) 1- 1$ _Jlo 1988 estimated tax payments . . . I afib I 1 0/00/0 3a Tax on investment company taxable income (see instructions to figure thec Less 1988 refund applied for on Form 4466 1 28c: I )AAw- 28d tax) . . . . . . . . . . . . . . . . . . . . . . . .a Tax deposited with Form 7004 . . . . . . . . . . . . . . 2&L b Taxfrom line4, Part 11 . . . . . . . . . . . .f Credit from other regulated investment companies (attach Form 2439) . 28f c Total-Add lines 3a and 3b . . . . . . . . . . . . . . . . . . . . . . . . . . . 3c28ha Credit for Federal tax on fuels (attach Form 4136) "S
t
. 4a Foreign tax credit (attach Form 1118) . . . . . .

. .
a29 Enter any penalty for underpayment of estimated tax-check le [3 if Form 2220 is attsched 29 lo General business credit . Enter here and check which forms are iitiac*he~ :30 Tax due-if the total of lines 27 and 29 is larger than line 28h, enter amount owed . . . . . L10I D Form3800 0 Form 3468 1-1

Form 58.
31 Overpayment-if line 28h is larger than the total of lines 27 and 29, enter amount overpaid - . 131 El Form 6478 E3 Form 6765 (] Form 8586 . . . . 4b32 Enter amount of line 31 you want: Credited to 1989 estimated inI- I Refunded 11- 132 c Creditfor prioryear minimum tax(aftach Form 8801) . . . . ... ... ... ...Under penalties of perjury . I declare that I him examined this return including accormisarrying schedules and statements, and to the bed of rM knowledge and d Total-Add lines 4a through 4c . . . . . . . . . . . . . . . . .Please belief, it is true, correct, and complete . Declaration of Weparer (othe;than taxpayer) is based W all Information of which pregame has any knowledli . . . . . . 4sign 5 Line 3c less line 4d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5Here signature of officer Date Title 6 'Personal holding company tax (attach Schedule PH (Form 1120)) . . . . . . .:. . . . . . . 67 Recapture taxes . Check if from: El Form4255 ID Form8611 . . . . . . . . . . . .. . 7Paid Data ftw 8 Alternative minimum tax (see instructions-attach Form 4626) . . . . . . . . . . . . . . .swixture .-1-, o 1"7' . . . . . . . . . . . . 8iPreparer s F,-, rus, I, f-emolyed 9 Total tax-Add lines 5 throuRh 8. Enter here and on line 27, page Iuse0ab yours d xarf~mroikyad) E .I. No .accoress

ZIPceda
Form 1120-RIC (igM

__J



F- 1120 RIC (1988) PW 4
F- 1120-RIC(1988) IF

-Balance Sheets of tax ym Endd I. y.,
Additional Information (See instruction F.)
G (1) Did the fund at the end of the tax year own. directly or indirectly, 50% or more of the voting stock of a domestic Anets

(b) 10 (d)

corporation? (For rules of attribution, see section 267(c) .) . . . . . . . . . . . . . . . . . . . . . I Cash . . . . . . . . . . . . .

If "Yes," attach a schedule showing: (a) name, address, and identifying number; (b) percentage owned ; and (c) taxable 2 Trade notes and accounts receivable . . .

income (or loss) before NOL and special deductions (e.g., if a Form 1120 : from Form 1120, line 28, page 15 of such a Less allowance forbad debts . . . . .

corporation for the tax year ending with or within your tax year .
3 Federal and state government obligations .

4 Other current assets (attach schedull ) .

(2) Did any individual, pqrtnership, corporation . estate, or trust at the end of the tax year own, directly or indirectly . 50% or 5 Loans to stockholders . . . . . . . .

more of the fund's voting stock? (For rules of attribution, see section 267(c) .) If "Yes,* complete (a) through (c) 6 Mortgage and real estate loans . . . . . 0

(a) Attach a schedule showing name, address, and identifying number .
7 Other investments (attach schedule) . . .

(b) Enter percentage owned 01 . . . . . . . . . . . . .. 8
Buildings and other fixed depreciable asset s

(c) Was the owner of such voting stock a person other than a U .S . person? (See instructions .) Note: If 'Yes, ' the fund a Less accumulated depreciation . . V

may have to file Form 54 72 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9 Land (net of any amortization) . . . . . 0

If 'Yes .' enter owner's country I. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . .. 10 Intangible assets (amortizable only) . . . .

a Less accumulated amortization . . . .

H Was the fund a U .S . shareholder of any controlled foreign corporation? (See sections 951 and 957.) . . . . . . . 11 Other assets (attach schedule) . . . . . W

If 'Yes,' attach Form 5471 for each such corporation .
12 Total assets . . . . . . . . . . .

Liabilities and Stockholders' Equit y

I At any time during the tax year, did the fund have an interest in or a signature or other authority over a financial account in a 13 Accounts payable . . . . . . . . .

foreign country (such as a bank account, securities account, or other financial account)? . . . . . . . . . . . . . 14 Mortgages, notes, bonds payable in less than I year
a-111-

(See instruction F and filing requirements for form TO F 90-22. 1) 15 Other current liabilities (attach schedule) . . C

If 'Yes .* enter name of foreign country 0. . . . .
. 16 Loans from stockholders . . . . . . .

17 Mortgages, notes, bonds payable in 1 year or more

J Was the fund the grantor of, or transferor to, a foreign trust which existed during the current tax year, whether or not the fund IS Other liabilities (attach schedule) . . . .
(A

has any beneficial interest in it? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19 Capital stock . . . . . . . . . .
. _&

If *Yes," the fund may have to file Forms 3520, 3520-A, or 926. 20 Paid-in or capital surplus . . . . . . . c c

21 Retained earnings-Appropriated (attach schedule) Go

K During this tax year . did the fund pay dividends (other than stock dividends and distributions in exchange for stock) in excess 22 Retained earnings-Unappropriated . . . CID

of the fund's current and accumulated earnings and profits? (See sections 301 and 316.) . . . . . . . . . . . . 23 Less cost of treasury stock .
* . ,

If 'Yes," file Form 5452
. 24 Total liabilities andstockholders' equity . . 0

LIIN-1-11MM Reconciliation of Income per Books With Income per Retur n

L During this tax year did the fund maintain any part of its accounting/tax records on a computerized system? . . . . . . (You are not required to complete his schedule if the total assets online 12, column (it), of Schedule L are less than $25,000 .)

1 Net income on books . . . . . . . . 7 Income recorded on books this year not 0

M Check method of accounting: 2 Federal income tax . . . . . . . . . included in this return (itemize) :

(1) El Cash 3 Excess of capital losses over capital gains . a Tax-exempt interest $ --------------

(2) El Accrual 4 Income subject to tax not recorded on books U11

(3) El Other (specify) I. . . . . . . . . . . . . . . . . . .. . . . . . . . . . .. . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . ... . . . . . . . . . .. . . . . . . . .. . . . . this year (itemize) : ----------------------- 8 Deductions in this tax return not charged

------- -- ------------------------------ against book income this year (itemize) :

N Check this box if the fund issued publicly offered debt instruments with original issue discount . . . . . . . . . ------------------------------------ a Depreciation . $ . . . . . . . . . . . . . . . . .

If so . the fund may have to file Form 8281. --- ------------------------------------ b Dividends paid deduction (line 25, OL

5 Expenses recorded on books this year not page 1) . . . $ . . . . . . . . . . . . . . . . .

0 Enter the amount of tax-exempt interest received or accrued during the tax year I . . . .. . . . . .. . . . .. . . . . . . . . . . .. . . . . .. . . . . . . . . . . . . deducted in this return (itemize) :

a Depreciation $
----------------------------------

P If this return is being filed for a series fund (as defined in section 851(hX2)), please complete (1) and (2) : h Expen~es allocaoic to tax-exempt interest 9 Net capital gain from Schedule D (Form V-0.

(1) Name of regulated investment company in which the fund is a series I . . . . . . . . . . . . . . . . ... . . . . . . . . .. . . . . . . . . .. . . . . Mcole . . $ ------------_--- 1120), line 10 . . . . . . .
. 11

(2) Date such regulated investment company was incorporated or organized I . . . . . . . . . . .. . . . . . . . . . . . . . . . ... . . . . . . . . . .. . . . . . . . . . c Sec~,- .19Q tax . . S__ . . . . . . .. 10 Designated undistributed capital gains
C

tf Travel ard P~tertainment$ 0-------------- from Form 2438, line 11 . . . . . *.a.

Q Section 853 election-Check this box it the fund meets the requirements of section 853(a) and elects to pass through the ------- --------------- -------------- 12 Total of lines 7 through 10 . . . . . -

deduction or credit for foreign taxps it paid to its shareholders . See Regulations section 1 .853 .4(a) for additional
- - --- ---------------------- ------

12 Investment company taxable income 0

requirements . . . . . . . . . . . . . . . . . . . . . . . . . . rota, ot lines I I
' . . .

A
(line 26, page l)-line 6 less line 1 1

Unappropriated Retained Ear nings per Books (line 22, Schedule L)A I.R - -

(You are not required to complete,this schedule if the total assets online 12, column (d), of Schedule L less than $25,000 .)

1 Balance a' beginning of year . . . . . . . 5 Distributions: a Cash . . . . .
2 Net income per books . . . . I I . . i b Stock . . . . .

3 Other increases (itemize) : ------------------ I c Property . . . ..

-------------- I -------------------------- 6 Other decreases (itemize) : ----------

---------------------------------------- ---------------------------

----------------------------------------- 7 i;i;l-~ilines 5 and 6 . . . . . .

4 Total of lines 1, 2, and 3 . . . . . . . 8 Balance at end of year (line 4 less line 7)

u a Giao:1 osa-&205.227



Note : As used in these instructions and CA .1.1 for Change in Accounting Period . (SeeDeeartrrien't of the Treasury Form I 120-RIC, the term 'fund"refers to Hal-f-u CA "888 Regliclaiii6onns5sec8tion 1 .442-1 an dor S L
e above definition and to any reg-lec,invesn nal Revenue ervice the

Indent company that does not have Illinom, Iowa, Mumesida
. Kan- City . MO 64999n,,Q 88

more than one such portfolio of assets .
M-uh. Wnconsa, 2

. Rounding Off to Whole-Dollar Amounts
3 When To File Tiabann

. Adi. ..,
The fund may show money items on theLouisiana. NI North M-phm, IN 37501
return and accompanying schedules asGenerally, the fund must file its income tax Carol,.., Temr,-
whole-dollar amounts. To do so, drop any

Instructions for
return by the 15th day of the 3rd month Dela-e . Dnthd of amount less than 50 cents and increase anyafter the end of the tax year . A new fund Columbia . Maryland . Phdadelphia, PA 19255 amount from 50 cents through 99 cents tofiling a short-period return must generally Pennsyl,ihu,

Virginia the next higher dollar.Form 1120-RIC
file by the 15th day of the 3rd month after 5. Signature

3. Depositary Method of Tax Paymentthe hort period ends . A
fund that has The return must be signed and dated by the

vU.S . Income Tax Return for s
pre ident, vice president, treasurer

dissolved must generally file by
the 15th The fund must pay the tax due in full % hen 0

Regulated Investment Companies day of the 3rd month after the date it ass
sistant treasurer, chief accounting officer the return is filed but no later than 21vit 0dissolved

. or any other officer (such as tax officer) months after the end of the tax year. 1 1(Section references are to Or Internal Revenue Code unless otherwise noted .) Extenston .-File! Form 7004, Application :uthorized to sign. A receiver, trustee, or Deposit fund income tax payments (and V
for Automatic Extension of Time To File ssignee must sign and date any return estimated tax payments) with Form 8109 .Paperwork Reduction Act Notice 534, Depreciation; Publication 535. (2) options, futures, or forward Corporation Income Tax Return, to request required to be filed on behalf of the fund. Federal Tax Deposit Coupon . Be sure to 0

We ask for this information to carry out it* Business Expenses; and Publication 54Z contracts (other than options . futures, or an automatic 6-ehonth extension of time to -1
ted States, Tax Information on Corporations. forward contraction foreign currencies); file. Note: If this return is being filed for a series darken the "1 120" box on the coupon .Internal Revenue laws of the Uni

fund (as defined in sectio 851(hX2)),the Make these deposits with either a financia lWe need it to ensure that taxpayers are A. Purpose of Form and Period covered.-File the 1988 return for return may be signed by ani, officer institution qualified as a depositary for See.
COMPI ing with these laws and to allow us to (3) for tax years beginning after - calendar year 1988 and fiscalrars, that

authorized to sign for the regulated Federal taxes or the Federal Reserve Bank (D
figure an Form

I I 20-RIC is used to report the November 10, 1988, foreign currencies (or begin in

s

y collect the right amount of tax . 1988 and end in 1 98 Forta fiscal inve intent company in which the fund is a or Branch servicing the geographic area
You are required to give us this information . income, pins, losses, deductions, and options, futures, or forward contracts on year . fill in the tax year space at the op of series. where the fund Is located. Do not submitcredits of regulated investment companies foreign currencies) but only if such the form

. deposits directly to an IRS office; otherwise.The time needed to complete and file this as defined in section 85 1 . currencies (or options, futures, or forward If a corporate officer filled in the fund' sto ill very depending on individual Note: The 1988 Form I 120-RIC may also
tax return, the Paid Preparer's space under the fund may be subject to a failure to

.
ma w contracts) are not directly related to the be used if. (1) the fund has a taxyear of less deposit penalty . Records of deposits will be a-*Fircurristances . The estimated average time B. Filing Form 11

20-RIC 'Signature of officer" should remain blank.is: company's principal business of investing in than 12 months that begins and ends in If someone prepares the tax return and does asec
nctotuontiRSSeteorhcereidnisttirnugcttiootnhsectounntda'isned in -1

1 . Who Must Fit* stock or securities (or options and futures 1989: and (2) the 1989 rorm 1 120 RIC is
not charge the fund, that Person should no ton stocks or securities) ; . not available. by the time the fund sign the return . Certain others who prepare the coupon book (Form 8109) for more

Recordliteeping . . . . 51 hrs., 25 min- A dorrestic corporation that elects to be

is the tax return should not sign. For exampl e
Learning about the treated as a regulated investment company (d) that meets the diversification of required to file its return . However, the fund information .
low or the form . . . . 19 hirs. . 47 min. for the tax year (or has made such election investment requirements of sections must show its 1989 tax year on the 1988 a regular. full-time employee of the fund To help ensure proper crediting to your
Preparing the form . 46 hire., 37 min

. for a .prior tax year) and that meets the 851(bX4) and (c) ; Form 11 20 RIC and incorporate any tax la
,

such as a clerk, secretary, etc., does not account . write your employer identificationrequirements listed below must file Form (a) that was treated as a regulated changes that are effective for tax years have to sign . number, "Form 11 20-RIC." and the taxCopyln& assembling I 120-RIC . The election is made by investment company for all tax ye Ire endil beginning after December 31
,
1988. Generally, anyone who is paid to prepare Period to which the deposit applies on your

a 3 1and sending the form computing taxable income as a regulated after November 7, 1983, or as of the end Final return .-If the fund ceases to exist, the tax return must sign it and fill in the check or money order . Coto IRS . . . . . . . 7 hirs., 14 min. investment company on Form 1 120-RIC
. the tax year, the corporation had no check the box for Final Return in item E at blanks in the Paid Preparer's Use Only area To get more deposit coupons, use theIf you have comments concerning the An electing regulated investment accumulated earnings and profits from any the top of the form. of the return. reorder form (Form 8109A) provided in the

Co
accuracy of these time estimates or company must be a domestic corporation- non-RIC year; and 4

. Where To File The preparer required to sign the return coupon book.suggestions for making this form more (a) that is : (1) registered with the (f)
for which the deduction for dividends must complete the required preparer For more information concernin gsimple, we would be happy to hear from Securities and Exchange Commission paid (excluding capital gain dividends) File Your return .it the applicable IRS information and : deposits, see Publication

583,
Information -nyou . You can write to the Internal Revenue throughout the tax year as a management equals or exceeds the sum of : address listed below

. for Business Taxpayers.Service, Washington . DC 20224, Attention : company or unit investment trust under the - & Sign it, by hand . in the space provided(1) 90% of its investment company It the fumd', plim,lpill Ure the following for the preparer's signature. (SignatureIRS Reports Clearance Officer . TR:FP ; or Investment Company Act of 1940, or has in taxable income (determined without regard bvillmut., office. ~ alle-v internal Revenihiservice 4 . Backup Withholding 0
the Office of Mantagement and Budget, effect an election under such Act to be to

1,
located In Can- add. .. . stamps or labels are not acceptable )

Paperwork Reduction Project . Washington, treated as a business development the deduction for dividends paid)
; and

V V a Give a copy of the tax return I ' the
If a person receives certain payments and

(2) 90% of its net income from tax-
0 does not give the payer the correc tDC 20503. company . or (2) a common trust fund or --------- fund in addition to the copy filed with IRS .exempt obligations . Nv.J~,,-N-Y,,k(N- Tax return preparers should be familiar employer identification number, the payersimilar fund excluded by section 3(cX3) of See sections

851 and 852 for details and 114 00 .1rid'o li'lid will withhold taxes from those payments .Important Tax Law Changes such Act from the definition of 'investment exceptions
. H

.It-un, NY 00501 with their responsibilities
. See Publication This type of withholding is called "backu pcompany'and is not included in the 1045, Information for Tax Practitionets, for withholding

." It the fund has had anyThe Technical and Miscellaneous Revenue inder If a regulated investment-company has more details .Act of 1988 made several changes definitionof common trust fund* u backup withholding withheld from
section 584(a); more than one fund (as defined below), New York (all h.- ~,).

affecting.Form I120-RIC and these each fund is treated as a separate
u

C
C
.-O'Lut, Mai-, Figuring and Paying the Tax payments, it shoul show this amount In the

instructions. Among the changes enacted (b) that derives at least 90% of its gross M.1=17111, 141. And- MA 05501 blank space in the right-hand column CL, income (including tax-exe corporation for purposes of the Internal R14o,iii,laml, 1 .
Accounting between lines 27 and 28h, page 1, Formwere: changes in the types of income that mpt interest Revenue Code (except with respect to the

are included for purposes of the 90% and income) from dividendsisinterest, payments definitional requirement of paragraph (a) Accounting methods .-Taxable income 1120-RIC, and label the amount as "backup
30% of gross income tests; a provision with respect to securitie loans (as defined ( G-gi, %-11, All. must be computed using the method of "withholding." The fund should then include
allowing a corporation that elects to be in section 512(&X5)~, and gains from the above)

. cluohna ut. . GA 39901
accounting regularly used in keeping the the amount in the total for line 28h .treated as a business development sale or other disposition of stock or However, any fund will not be disqualified

company under the Investment Company securities (as defined in section 2 36) of for failure to meet the requirement of
Inmam, K-t_l,Y M.'mg- fund's books and records. In all cases, the
Ou ..., w-t vuiu- Cin,umali, OH 41999 miathod adopted must clearly reflect taxable 5 . Estimated Tax

Act of 1940 to elect to be a regulated the Investment Company Act of 10) or paragraph (c) above for any tax year by income . See section 446. Generally . a fund must make estimated tax
investment company; a special rule foreign currencies, or other income reason of sales resulting from abnormal

Kan,- New M ..-

allowing a fund that fails the 30% test by (including gains from options, futures, or redemptions on any day and occurring
Ol,

'urma
T-, ~Atnhn, TX 73301 Generally, funds with average annual payments if it can expect As estimated tax

gross receipts of more than $5,000.000 to be $500 or more. For estimated tax
reason of abnormal redemptions to remain forward contracts) derived with respect to before the close of the 5th business day fil-ka . kumna, Cal,fomia rposes the estimated tax of the fund Is. its business of investing in such stock, after such day if: (1) the sum of abnormal (2-1- .1 Alp e . Am.d ., must use the accrual method of accounting . pu
qualified as a regulated investment securities, or currencies (Note

: In redemptions on that day and on prior days Butte, Cala-a% . Colusa . See section 448 for definitions and defined as its alternative minimum tax 0come Contra Conde . Del Nortc Fl exceptions. minus the credits for Federal tax on fuel scompany; a change in the date deemed
from a partnership qualifies under the 90% during the tax year exceeds 30%of net Dwado. Glen,,

fi-,boldl, Unless the law specifically permits and overpaid windfall profit tax. Use thepaid for dividends declared in October asset value and (2) all funds in the series to take. L . .. a. Mali n
November, or December and actually ~skl test to the extent the company's distributive

9share ofioartrivership, income is attributable which the fund belongs would meet the M-,doic-n .. ~Olod. .'N.6,. otherwise, the fund may change the Payment Coupons (Forms 8109) in makin
during January ; and exemption from the N-d 4 a.r . Mum- method of accounting used to report taxable deposits of estimated tax .

to items described above as realized by the !equi ment if treated as a single regulated Wa, Sur, kaq ., Ogden, UT 84201 income in earlier years (for income as a If the fund overpaid estimated tax, it
environmental tax for regulated investment investment company

.companies . Details on many of the partnership .).-
Sol- smu,~~, Sidi" whole or for any material item) only by first may be able to get a 'quick refund" by filingchanges can be found in these (c) that derives less than 30% of its 2. Definition of Fund fohama. Td ty . Yolo . &kit foeritting consent on Form 3115, Application Form 4466, Corporation Application for

instructions . gross income (including tax-exempt interest A fund is a separate portfolio of assets. the Yuba). ClImIdo . Idaho . Change in Accounting Method. Also see Quick Refund of Overpayment of Estimated
income) from the sale or other disposition beneficial interests in which mdan . . N.b-k. . N.ad.,

Publication 538. Accounting Periods and Tax. The overpayment must be both : (1) atare owned by North Dakota, Ougn . Sout h
of any of the following that was held for less the holders of a class or series of stock that Dakota, Utah, We, ngton. Methods. least 10% of expected income tax liability .General Instructions than 3 months: is preferred over all other classes or series Wyom .uig Change In accounting period .-Generally, and (2) at least $500 . To apply . file Form

Note: try addition to those publications (1) stock or securities (as defined in with respect to that portfolio of assets. before changing its accounting period, the 4466 within 2117 monthsafter the end of the
listed throughout these instructions, section 2(aX36) of the Investment fund must obtain the Commissioner's - tax year and before the fluid h1pi, Its tux
taxpayers may wish to get: Publication Company Act of 1940): approval by filing Form 1 128, Application return .

Page 2



6 . Timing Change In Deducting required installment based on the prior Form 2438 . Regulated Investment A fund that is engaged in a trade or 1. Question G(2)(c) Total assells-Enter the total assets of the
Accrued Expenses year's tax. If you attach Form 2220, be sure Company Undistributed Capital Gains Tax business in the United States and is U.S. person .-The term 'U .S. person' fund as of the end of the tax year . If there
Generally, an accrual basis taxpayer can to check the box on line 29, page 1, Form Return . If you designate undistributed controlled foreign person may have to means: are no assets at the end of the tax year .
deduct accrued expenses in the tax year I 120-RIC, and enter the amount of any capital gains under section 852(bX3XD), file Form 51-782, Information Return of a

1 . A cillizen or resident ofthe United States; ant r the total assets as of the beginning of
that all events have occurred that penalty on this line . you must file this return and pay tax on the Foreign Owned Corporation. theetax year.
determine the liability, and the amount of S. Overstated Tax Deposits.-If deposits gains so designated within 30 days after the Transfers to a corporation controlled by 2 . A domestic partnership ;

the liability can be figured with reasonable are overstated, the fund may be subject to a end of your tax year . In addition, a copy of the transferror .-If the fund receives stock 3 . A dolnestic corporation; Part I
accuracy. However, all the events that penalty of 25% of the overstated deposit Form 2438 (with Copy A of all Forms 2439) or securities of a corporation in exchange 4 . Any estate or trust (other than a foreig n
establish liability for the amount generally claim . See section 6656(b). must be attached to the Form 1120-RIC for property, and no pin or loss is estate or trust within the meaning of section income
are treated as occurring only when 6. Other Penalties.-There are at you file . recognized under section 351 . the fund 7701(aX31)). Una I
economic performance takes place . There penalties that can be imposed for so Form 2439. Notice to Shareholder of (transferor) must attach to Form 1 120-RIC "Owner's country," for individuals, is the Dividends
are exceptions for recurring items . See negligence, substantial understatement of Undistributed Long-Term Capital Gains If the information required by Regulations owner's country of residence . For all others, Enter the total amount of dividends
section 461(h) . tax, and fraud. See sections 6653 and you file Form 2438, you must complete section 1 .351-3. it is the country where incorporated ,

6661 . Form 2439 for each shareholder for whom Election under Tr organized . created. or administered
. received during the tax year . 0

7 . Rule of 78's Not an Acceptable Method jg)w
you paid tax on undistributed capital gains _M11tegulation

s

ofFiguring Interest section 1.67.2TU)( nerally, 2 . Question IE. Other Forms, Returns, designated under section 852(bX3Xu) and Una 2
0

Taxpayers are reminded that, generally, the shareholders in a nonpubl" offered fund Interest
Schedules, and Statements That furnish a copy to each such shareholder that are individuals or pass-through entities Foreign financial accounts .-Check the

Rule of78's is not an acceptable method within 60 days after the end of your tax :re treated as having received a dividend in "Yes* box if either a or Ill, below, applies to Enter taxable interest on U.S. obligations
May Be Required the fund; otherwise. check the 'No* box : arid on loans . notes, mortgages, bonds, bank 0

for computing interest income or expense. year. n amount equal to the shareholder's deposits corporate bonds. tax refunds, etc . -1
Anyone using the Rule of 78's s

x
hould see 1 . Forms Form 5452. Corporate Report of allocable share of affected RIC a penses for 0. At any time during the year the fund had Do not offset interest expense against imRevenue Procedures 84-27, 84-28, 84-29, The fund may have to file any of the Nontaxable Dividends . the calendar year and as having paid or an interest in or sigrurture or other interest income

. 0-0.
and 84-30 (which are in Cumulative following: Form 5498. Individual Retirement incurred an expense described in section authority over a financial account ina (DBulletin 19114- 1) to change their method . Forms W-2 and W-3. Wage and Tax Arrangement Information . Use this form to 212 (and subject to the 2% limitation on foreign country (such as a bank account, Une 3

D. Interest and Penalties Statement ; and Transmittal of Income and report contributions (including rollover miscellaneous itemized deductions) in the securities account . or other financial Not foreign currency pin (or less) fro m
Tax Statements. contributions) to an individual retirement same amount for the calendar year . A account); section 988 transactions M

1 . Interest.-Interest is charged on taxes Form W-2P. Statement for Recipients of arrangement (IRA) and the value of an IRA nonpublicly offered fund may elect to treat A KID Enter the net foreign currency gain (or loss) (Dnot paid by the due date, even if an Annuities . Pensions, Retired Pay . or IRA or simplified employee pension account . its affected RIC expenses for a calendar a The combined value of the accounts from section 988 transactions that is 0-0.
extension of time to file is granted . Interest Payments. Form 5713 . International Boycott Report, year as equal to 40% of the amount was more than $10,000 at any time treated as ordinary income or loss under Cis also charged on penalties imposed for Form 966. Corporate Dissolution or for persons having operations in or related determined under Temporary Regulations during the year; AND section 988(aXlXA). Attach a schedule 0%failure to file, negligence, fraud, gross Liquidation . to 'boycotting' countries . In addition, section 1 .67-2TOXIXi) for that calendar 9 The account was NOT with a U .S. detailing each separate transaction .valuation overstatements, and substantial Forms 1042 and 10423 . Annual persons who participate in or cooperate year . To make this election, attach to Form military banking facility operated by aunderstatements of tax from the due date Withholding Tax Return for U .S. Source with an international boycott may have to 1 120-RIC for the tax year that includes the U .S . financial institution. Una 4
(including extensions) to the date of Income of Foreign Persons ; and Foreign -complete Schedule A or Schedule 8 and last day of the calendar year for which the
payment . The interest charge is figured at a s Payments with respect to securities loans
rate determined under section 6621 . Person' U .S . Source Income Subject to Schedule C of Form 5713 to compute their fund makes the election a statement that it III, The fund owns more than 50% of the

Withholding . Use these forms to report and loss of the following items
: the foreign tax is making an election under paragraph 9fi2) stock in any corporation that would Enter the amount received or accrued from

2 . Late Filing of Raturn .-A fund that fails credit, the deferral of earnings of a of Temporary Regulations i answer "Yes" to item a above. a broker as compensation for securitie s
transmit withheld tax on payments or loaned by the fund to the broker for use In coto file its return when due (including distributions made to nonresident alien controlled foreign corporation, IC-DISC Once made . the election remains in effect Get form To F 90-22. 1, Report of

extensions of time for filing) may be subject individuals, foreign partnerships, or foreign benefits, and FSC benefits . for all subsequent calendar years and may Foreign Bank and Financial Accounts, to completing market transactions . Suc h
to a penalty of 5% a month or fraction of a payments must meet the requirements of

corporations to the extent such payments or Form 8281 . Information Return for Publicly not be revoked without IRS consent . See see it the fund is considered to have an sectmonth, up to a maximum of 25%, for each distributions constitute gmss income from Offered Original Issue Discount Temporary Regulations section 1 .67.2T for interest in or signature or other authority ion 512(aX5) .

month the return is not filed . The penalty is sources within the U .S . (see sections 861 Instruments . This form is generally required definitions and other details . over a financial account in a foreign country Una 5
imposed on the net amount due . The through 865) . For more information see to be filed by issuers of public offerings of 3 . Amended Return (such as a bank account, securities Excess 9f not shod-term capital gain am
m inimurn penalty for fail ure to file a tax sections 1441 and 1442, and Publl~itlon debt instruments within 30 days of the account, or other financial account) .
return within 60 days of the due date for 515 Withholding of Tax on Nonresident issuance of the debt instrument To correct any error in a p iousty filed If 'Yes* is checked for this question, file not long-term capital loss

filing (including extensions) is the lesser of Form I I20-RIC, file an amended Form Enter on this line only the pin shown on 0
Aliens and Foreign Corporations . Form 8300 . Report of Cash Payments Over form TO F 90-22.1 by June 30, 1989, with 1%

the underpayment of tax or $ 100. 1 120-RIC and check the box for Amended the Department of the Treasury at the line 9. Schedule D (Form 1 120). Capita l

3 . Ute Payment of Tax.-Generally, the Form
1096. Annual Summary and $10 .000 Received in a Trade or Business . Return in item E at the top of the form. address shown on the form . Form TO F 90- Gains and Losses. To report the net capital

penalty for not paying tax when due is 1h
of Transmittal of U .S . Information Returns. Generally, this form is used to report the gain on line 10. Schedule D (Form 1120),

Form 1098. Mortgage Interest Statement. receipt of more than $10,000 in cash or 4. Attachments 22. 1 is not a tax return, so do not file it wit h
1% of the unpaid amount, up to a maximum This form is used to report the receipt from foreign currency in one transaction (or a Attach Form 4136, Computation of Credit Form 1120-RIC . see the instructions for Part IL (A

of 25%. for each month or fraction of a any individual of $600 or more of series of related transactions) . for Federal Tax on Fuels . after page 4, For Form TO F 90-22. 1 may be obtained from Note: Every sale or excha ofa capbt

month the tax remains unpaid . The penalty rtgage
in

interest in the course of the recipiemnot's Form 8613 . Return of Excise Tax on IRS Forms Distribution Centers . sset must be reported in"flail on

is imposed on the net amount due. trade or business for any calendar year . Undistributed Income of Regulated I 120-RIC
. Attach schedules in alphabetical Also, if 'Yes" is checked for this question, VhUle D (Form 1 1 20), even though no

4 . Underpayment of Estimated Tax
.-A order and other forms in numerical order gain or loss is indicated

Forms 1099-A, 0, DIV, INT, MISC. DID. Investment Companies . If you are liable for after Form 4136. write the name of the foreign country or
fund that fails to pay estimated tax PATR, R . and S . information returns for the 4% excise tax on undistributed income In order to process the return, we ask that countries . Attach a separate sheet if more Unt 6,

CL

payments when due may be subject to an reporting abandonments, acquisitions imposed under section 4982, you must file pace is needed .
underpayment penalty for the period of you complete every applicable entry space s Not pin (or Ion)

through foreclosure, proceeds from broker this return for the calendar year . on Form I I20-RIC. Please do not attach Specific Instructio-rifsthis, return Enter the net pin (or loss) from For munderpayment. In general, to avoid the and barter exchange transactions, certain 2 . Statements sotfactemmpeinettsinagntdhewreitnetr'ySsepeeatetsachneFdo"rimn lieu Date fund was
established. 4797 Sales of Business Property, Part 11, (Aestimated tax penalty . the fund must make dividends and distributions, interest Stock ownership In foreign line I

estimated tax payments of at least the payments, medical and dental health care corporstlons .-Attach the required 1120-RIC
. filed for a series fund (as defined in

smaller of : 90% of its alternative minimum payments, miscellaneous income =85 (h)(2)), enter the date the fund Una 7
inus the credits for Federal tax on payments, nonemployee compen t, statement to Form I 120-RIC if the fund If more space is needed on the forms o r

tax M
sa ion. schedules. attach separate sheets was created. Otherwise, enter the date the Other Incorne

fuels and overpaid windfall profit tax as original issue discount, patronage owned 5% or more in value of the regulated investment company was
shown on the return; or 100% of its prior dividends. total distributions from profit- outstanding stock of a foreign personal indicating at the top of each attachment the . , Enter any other taxable Income not listed 0 .4 .
year's tax (computed in the same manner) . sharing plans, retirement plans, and holding company and the fund was required form number or schedule letter of the form Inco porated or organized . above, except net capital gain that must be -

or schedule being continued. Also, show the Employer Identification number. -Enter reported in Part 11, and explain its nature on 0See section 6655 for details and individual retirement arrangements and to include in its gross income any I
formation called for on the form in the employer identification numbe

exceptions . proceeds from real estate transacti ;ns. Also undistributed foreign personal holding some n fundthatdoesnoths r(EIN)of an attached schedule . Examples of other

Form 2220. Underpayment of use these returns to report amounts that company income . See section 551(c). the same order as on the printed forms . the fund . A ve an EIN income are gross rents; recoveries of fees or (APlease use sheets that are the sa size as should apply for one on Form SS-4, expenses in settlement or litigation; the
Estimated Tax by Corporations, is used to were received as a nominee on behalf of A fund that controls a foreign the forms and schedules . Attach Ft"hese Application for Employer Identification amount of credit for alcohol used as fuel
see if the fund owes a penalty and to figure another person . corporation, or that is a 10%-or-more separate sheets after all the schedules and Number. This form rnay be obtained from (determined without regard to the limitation
the amount of the penalty. Generally, the For more information, see Publication shareholder of a controlled foreign forms . Also, put the fund's employer most IRS and Social Security Administration based on tax) that was entered on Form
fund does not have to file this form because 916 . information Returns . corporation, or acquires, disposes of, or identification number (EIN) on each sheet. offices . Send Form SS-4 to the sam e
IRS can figure the amount of any penalty 6478, Credit for Alcohol Used as Fuel

; and
Note : Every fund must file information owns 5% or more of the outstanding stock Internal Revenue Service Center to which refunds of taxes deducted in prior years to

and bill the fund for it . However, you must of a foreign corporation may have to file F . Additional Informatio nreturns if, in the course of its trade or
Form 5471, Information Return with Fbaer nm,lelce2iOveRdICbyisthmeafilileirdt .g if itheetEoIrIlthheas not the extent it reduced income subject to tax

complete and attach Form 2220 even if the business, it makes payments of rents Be sure to answer questions G through Q o n
fund does not owe the penalty it : (a) the '~;inable in the year deducted (see section 111) . Do

commissions, or other fixed or deter Respect to a Foreign Corporation
. space for the EIN . refunds .annualized income or adjusted seasonal income (see section 604 1) totaling $600 or tphaagtef31,loFworamrelkle2yOe-dRtIoC .thTehseei

nqsutersutcI otinosns fund's tax return, write 'Applied for* in the not offset current year's taxes with tax

installment method is used, or (b) the fund more to any one person during the calendar For more information concerning an EIN, If "other income* consists of only oneis a 'large corporation" computing its first year.
Page 3

Page 4 see Publication 583. item, describe it in parentheses on line 7 .



Deductions Effective for tax years beginning after a cash basis calendar year taxpayer who in Additional limitations apply to deductions accordance with section 852(bX3XC). but Form 1120,RIC before these details am
Limitations on deductions- 1987, the special election that allows 1988 prepaid interest allocable, to any for skybox rentals . luxury water travel, do not include any amount reported for the announced. the fund should not include theaccrual method taxpayers a deduction for period after 1988 can deduct only the convention expenses, and entertainment tax year on Form 2438, line 9b. The rules in buiti gains tax on Form I 120-RIC at the1 . Transactions between related taxpayers . additions to a reserve for vacation pay has amount allocable to 1988 . See Publication tickets, See section 274 and Publication section 561 (taking into account sections time of original filing. Rather, the tax shouldGenerally, an accrual basis taxpayer may been repealed . Generally, the amount now 545, Interest Expense. 463. Travel . Entertainment, and Gift 852(bX7) and 855(a)) determine the be shown on an amended Form 11201RIConly deduct business expenses and interest allowed as a deduction for vacation pay i .

s Generally, the interest and carrying Expenses . for details. amount that is deductible for the tax year . filed after the announcement is issued byowed to a related party in the year the limited to the amount of vacation pay charges on straddles cannot be deducted All other ordinary and necessary travel To compute the deduction for capital gain IRS .payment is included in the income of the earned during the year to the extent it is and must be capitalized . See section expenses paid or incurred in the trade or dividends, it may be useful to prepare arelated party . See section 267 for limitation paid during the year or vested at the end of 263(g). worksheet similar to Schedule A. page 2 .on deductions for unpaid expenses and he year and paid within 2% months after business of the fund are generally fully Schedule
AI deductible. However, expenses paid or Form 1120-RIC .interest . the end of the year

. Une 14 incurred for a facility (such as a yacht or Deduction for Dividends Paid2. Direct and indirect costs (inchicting taxes)
The change from the reserve method is Depreciation hunting lodge) that is used for an activity Tax on Certain Built-in Gains Lines I through 5allocable to real or tangible personal

treated as a change in method of accounting Besides depreciation, include on line 14 the that is usually considered entertainment, IRS intends to issue regulations under The rules in section
561 (taking i nproperty constructed or improved by the initiated bythe taxpayer and made with IRS to 0

taxpayer. Such costs must be capitalized in consent. The net amount .1 the adjustment part
Of the cost (up to $10 .000) that the arriusement, or recreation are not section 337(d) that will impose a tax on the account sections 852(bX7) and 855(a)) 0ac rdence with section 263A. required by

the change in accounting fund elected to expense for certain recovery deductible . (Note: The fund may be able to net built-in gain of C
corporation assets in determine the deduction for dividends paid. -9

co
property placed in service during the tax deduct the expense if the amount is treated connection with : (1) the qualification of a In computing the amounts to be entered on

V
3. Golden parachute payments . A portion of method equals the excess of the amount in year See the instructions for Form 4562 . as compensation and reported on Form W-2 corporation to be taxed as a regulated lines I through 4 . do not take into accountthe payments made by a corporation to key the reserve at the end of the year preceding Dej~eciation and Amortization

. for an employee or on Form 1099-MISC for investment company, or (2) the transfer of 0personnel that exceeds their usual the year of change over the amount accrued
an independent contractor .) such assets to a regulated investment capital in dividends (as defined in section

19compensation may not be deductible. This at the end of the year preceding the year of Line 22 852(bTTXQ or axe interest dividendsNote: Do not deduct penalties imposed on company in a carryover basis transaction. 1_2(bX5)).occurs when the corporation has an change and paid within 2% me (as defined i 5 03nths after the Other deductions the fund such as those included in General
Generally, the net built-in pin equals the Pro.agreement (golden parachute) with therse close of that year. The net amount of the ex Une

3key simple ses to pa7, them these excessive adjustment reduced by the balance in the Include on this line contributions deductible Instruction 0.
6ess of aggregate gains over aW Q

il
. . egate

smountsi controlo thecorporation suspense account under section 463(c) under section 170; contributions to pension Line 24 losses that would have been realized if the For dividends declared after 1987,
changes. See section 280G. must be included in income as follows : 25% and profit-sharing plans, employee benefit corporation had sold all of its assets at their dividends declared In October, November,
4. Business startup expenses are required for the year of change, 5% in the 1st year programs, etc .; and amortization of Tfixable Income before deduction for respective fair market val the or December and payable to shareholdersdividends paid

onto be capitalized unless an election is made after the year of change . 35% for the 2nd organization expenses. relevant date described b I and of record on a specified date In such a
to amortize them over a period Of 60 year after the year of change, and 35% in If a contribution deductible under section "At risk" rules .-Special 'at risk" rules immediately liquidated. Linless the month are treated as having been paid byI
months. See section 195. the 3rd year after the year of change . 170 is in property other than money and the under section 465 generally apply to closely corporation makes the election described the fund and received by each shareholder

5. Section 265(aX3) limitation . If the fund However, if Rev . Fired . 84-74, 1984-2 C.B . total claimed deduction for all property held funds engaged in any activity as a trade below, the gain must be recogMzed by the on December 31 of such year provided the

paid exempt-interest dividends during the 736 . requires the adjustment to be taken contributed exceeds $500,,the fund (except or business or for the production of income . corporation as of: (a) the last day of the tax dividends are actually paid in January of
tax year (including those dividends deemed into account over a period of less than 4 if closely held) shall attach a schedule Such taxpayers may have to adjust the year immediately preceding the year in the following year . Enter on line 3 all such

paid under section 855), no deduction is years, the adjustment is to be included in describing the kind of property contributed amount on line 24 . However . the at risk which it qualified as a regulated Investment dividends that are not already Included on

allowed lot that portion ofothe i income ratably over the shorter period . See and the method used in determining its fair rules do not apply to : (1) holding real company, in the case of (1) above; or (b) , line I or 2 .

deductible expenses which them'se nt of P.L . 100-203 section 10201 for more market value. Closely held funds must property (other than mineral property) the day before the date of the transfer of Schedule
Btax-ex.empt interest income bears to total information . complete Form 8283, Noncash Charitable placed in service by the taxpayer before assets, in the case of (2) above

. Income From Tax-Exempt Obligations

amou
(including tax-exempt income caution : Ifyou provided taxable fringe Contributions, and attach it to their returns . 1987 ; (2) equipment leasing under sections Election

.-The regulations will allow the '
V11e3x`i;n1co1T14 capital gain net income). benefits toyour employees, suchas All other funds generally must complete and 465(c)(4). (5), and (6) : and (3)

any regulated investment company to electto It, at the cl ' I e ch quarter of the tax coattach Form 8283 to their returns for qualifying business of a qualified pay the tax on any built-in gains recognized year
. at leaOsst"500%ac the value of the fund'sThe not operating loss deduction is not personal use ofe car, do notcleduct as

contributions of property other than money corporation under section 465(cX7) . Forallowed. wages the amount allocated for I
within a 10-year period on the assets held assets consisted of tax-exempt obligation s

7 . Passive activity limitations. Limitations depreciation and other expenses thatyou after June 6 1988, if the total claimrsd more information see section 465 and
0

on passive activity losses and credits under claimed on lines 14 and 22. deduction f~r all property contributed was Form 6198, Computation of Deductible by the corporation before it was taxed as a under section 103(a), the fund qualifies

section 469 apply to funds that are closely Enter on line 10b the amount of jobs more than
$5,000 . Loss From an Activity Described in Section regulated investment company or before it under section 852(bX5) to pay exempt .

Employers who maintain a pension, 465(c) . ransferred the assets in a carryover basis interest dividends for the tax year and mus t
held (as defined in section 46%Xl)). credit from Form 5884, Jobs Credit. profit-sharing, or other funded deferred transaction to the regulated investment check the "Yes* box and complete lines

1 0Fundisubjeo to the passive activity Line 25 company. The built-in gains of an electing through 4 in Schedule B . See section

limitations must complete Form 88 10, Line 12 compensation plan, whether or not qualified Deduction for dividends paid regulated investment company and the tax 852(bX5) for the definition of exempt- 19

Corporate passive Activity Loss and Credit Taxes under the Internal Revenue Code and t
a

imposed on such gains will be subject to interest dividends and other details.

Limitations. to compute their allowable Enter taxes paid or incurred during the tax whether or not a deduction is claimed for Enter he mount from line 5, Schedule A . rules similar to the rules relating to ne t*
the current tax year, generally are required income from foreclosure property of real Schedule Jpassive activity loss and credit. year, but do not include the following

: to file one of the forms described below. Line 28f
estate investment trusts under section Tax,ComputatlonUng 9 1. Federal income taxes ; There are penalties for failure to file these Credit for overpaid windfall profit tax
857 .

Compensation of officers 2
. Foreign or U.S. possession income taxes forms on time and for overstating the

A fund that has overpaid its windfall profit In the case of a corporation qualifying to Lines
I and 2

if a tax credit is claimed or the fund made pension plan deduction
. See sections tax may claim a credit on its income tax be taxed as a regulated investment Members of a controlled group, as definedBesides entering the total officers' an election under section

853 ; 6652(e) and 6659A .
compensation on line 9,Form 1120-RIC return. Use Form 6249, Computation of company . the regulations generally will in section 1563, are entitled to one
filers must complete Schedule E on page 2

3.
Taxes, including state or local sales Form 5500-Complete this form for each Overpaid Windfall Profit Tax, to figure the apply to tax years beginning after Ju $50,000 and on(ei $25,000 taxable incometaxes, that are paid or incurred in ne 9

if their total receipts (fine 8 . Part 1, plus net plan with 100 or more participants. credit. Include the amount of the credit in 1987 . However, the regulations wi not bracket amount n that order) on line 2a .
capital gain from line 1, Part 11,

and line 9a, connection with an acquisition or Form 5500-C or 5500-R.-Complete the the total for this line . Write in the margin, apply to any corporation that was taxed as a When a controlled group adopts or later
disposition of property (such taxes must be applicable form for each plan with fewer next to the entry on this line, the amount of regulated investment compa nForm 2438) are $150,000 or more. Do not I for its tax amends an apportionment plan, each

include compensation deductible elsewhere treated as a part
of the cost of the acquired than 100 participants. the credit and identify it as "OWPT.' year that included June 9, 19 7. In member st attach to its tax return a copy 0-0.

on the return, such as elective contributions . property or, in the case of a disposition, as a Form 5500EZ
.-Complete this form for a Note: The windfall profit tax does not apply addition, a previously qualifying regulated of its corimseunt to this plan. The copy (or an -9reduction in the amount realized on the

to a section 401(k) cash or deferred disposition) ; one-participant plan. to crude oil removed after August 22, 1988. investment company that fails to meet the attached statement) must show the part of
arrangement or amounts contributed under ftion 4982 Generally, a deduction may not be taken qualifications to be taxed as a regulated the amount in each taxable nconte bracket
a salary reduction SEP agreement. 4. Excise taxes imposed under sec for the amount

of any item or part thereof Part 11
investment company for a single tax year apportioned to that member . There areon undistributed regulated investment allocable to a class of exempt income

. generally will not be required to recognize other requirements as well. See RegulationsComplete Schedule E, columns (a) company income; or Line Ithrough (f), for all officers. The regulated Generally, the fund c:n deduct only 80% net built-in gain under the regulations upon section 1 . 1561 .3(b) for the requirements 0
es who is an

5 . Taxes not imposed on the fund
. of the amount othemis allowablefor Not capital gain requalification as a regulated Investment and for the time and manner of making the

2
investmenil company determin See section 164(d) for app

;ortionment of meals and entertainment expenses. In company. For carryover basis transactions, consent .officer under the laws of the state whereit E oter on this line only the gain shown on
(1)is incorporated . taxes on real property between seller and addition, meals must not be lavish or line 10 . Schedule D (Form 1120) . To report the regulations will generally apply to Equal apportionment plan. It no

Line 10

purchaser
. extravagant; a bons fide business the e,,re I net short-term capital gain transactions occurring after June 9 . 1987. apportionment plan is adopted, the

Une 13 discussion must occur during, immediately over net Slang term capital loss, see the For more information, see Notice 88-19, members of the controlled group must
Salaries and wages before, or immediately after the meal ; and instructions for line 5 . Part 1 . 1988-8 I.R .B . 14, and Notice 88-96, 1988 . divide the amount in each taxable incom e

Interest your employee must be present at the meal. 35 1 . R .B. 25 . bracket equally among themselves. ForEnter on line 10a the amount of total .
Do not include interest on indebtedness See section 274(kX2) for exceptions. If the Line 2 example, controlled group AB consists ofsalaries and wages paid or incurred for the Note: Details an how to compute and repor t

tax year. Do not include salaries and wages incurred or continued to purchase or carry fund claims a deduction for unallowable Capital gain dividends
this tax on Form I 12OLRI

corporation A and corporation B . They do
deductible elsewhere on the return, such as obligations on which the interest is wholly meal,expenses, it may have to pay a C (if the fund

ii lective contributions to a section 40 1 (k)
exempt from tax. prime ty

. Enter the deduction for dividends paid makes the election described above) were not elect an apportionment plan .

cash or deferred arrangement or amounts Generally, a cash basis taxpayer cannot determined with reference to capital gain
notavailable at the time these instructions Therefore, both corporation A and

dividends only, as designated by the fund in were Printed but Will be announced by IRS corporation B are entitled to $25 .000 (one-
contributed under a salary reduction SEP

deduct prepaid interest allocable to years
after publication of the regulationslunder half of $50 .000) in the $50.000 taxable

'Weem,rd following the current tax year. For example,

Page 5 Page 6 section 337(d). If the fund is required to file income. bracl,m on Iiiie 2a(i) a nd I n



$12 500 (one-half of $25 .000) in the 0 Its Invirsawnt jobs credit (determined without regard to Recapture of low-income housing credit . 11 tax preference items of the fund exceeds Schedule M- 1$25:000 taxable income bracket on line the limitation based on the tax (section you must recapture part of the low-income $40,000 (or the allowable exemption lils Reconciliation of Inc per Books
2a(ii). 38(c))). housing credit because there has been a amount, if less) . See Form 4626 for deta ..

om eWith Income per ReturnUnequal apportionment plan . Member,of Pg. I W th tax is: decrease in the qualified basis of a building Line 9Alcohol fuel credit The fund may be able to from the prior year or if you disposed of the Line 5da controlled group may elect an unequal Of th. ta ke a cred it for a lcohol used as fuel. Use Deferred tax and Interest onapportionment plan and divide 'he taxable out not _rit Form 6478, Credit for Alcohol Used as building or an ownership ipterest in it, see undistributed earnings of a qualified Travel and entertainment . Include on thisincome brackets as they wish . There is no o__ ov- Form 8611, Recapture of Low-income electing fund under section 1294. Follow line: 20% of meals and entertainment notFuel to figure the credit . Housing Credit, and section 420) . If you the instructions for Form 8621 to allowed under section 274(n) ; expenses forneed for consistency between taxable 0 $50.000 . . . . . . . 1 15% 0
C;~it for increasing research activities . See attached Form 8693, Low-income Housing determine the amount of tax owed or the use of an entertainment facil%thincome brackets . Any member of the $50.000 75.000 $7,500 .25% $50.000

controlled group may be entitled to all, 75.000 . .. . . . . . 13.750+34% 75.000 Form 6765, Credit for Increasing Research Credit Disposition Bond, write on the dotted deferred to include in or subtract from the part of business gifts in exces f 5;
some. or none of the taxable income Additional tax. If the investment company Activities . and section 41 . line to the left of line 7 . Schedule J, "Form total tax on line 9. Schedule J. Write on the expenses of an individual all s Oble to
brackets. (But the total amount for all taxable income of the fund exceeds Low-income housing credit. See Form 8693 attached ." dotted line to the left of line 9, Schedule J . conventions on cruise ships ?incexcess of
members of the controlled group cannot be $100,0DO, the total tax imposed under 8586, Low.Income Housing Credit, and Line 8 'Sec . 1294" and the amount of tax to be $2,000; employee achievement awards in
more than the total amount in each taxable section 852 (see the table above) is section 42

. Alternative minimum tax . Attach Form added to or subtracted from the total for excess of $400 ; the cost of entertainment
income bracket.) increased by the lesser of : 5% of the excess Form 3800, General Business Credit. Enter 4626, Alternative Minimum Tax- line 9 . (Show in brackets an amount to be tickets in excess of face value (also subject 0
Each member of a controlled group must over $100,000. or $11,750. the amount of the credit from Form 3800, Corporations, if the total of investment subtracted .) Do not include on line 9 the to 20% disallowance); % of the cost of -1
compute the tax on Its Investment (2) Funds that fure personal holding and check the boxes indicatirti which forms, company taxable income (or loss) and interest charge due on the deferred tax . skyboxes in excess of the face value of non-
company taxable Income as follows companies or that are not In compliance are attached to the return . If t a fund is retained capital gains not designated under Instead, write 'Sec . 1294 interest" and the luxury box seat tickets ; the part of the cost
(except funds that are personal holding with Regulations section 1 .852-6: claiming only one of the above credits, you 0section 852(b)(3XD) plusadjustments and amount owed in the bottom margin of page of luxury water travel not allowed unde r
companies or that are not In compliance A fund that is a personal holding company do not have to complete Form 3800. 1 Form 1120-RIC . section 274(m); expenses for travel as a
with Regulations section 1 .852-6) : or that is not in compliance with Instead, check the appropriate box and form of education ; and other travel and

Regulations section 1 .852-6 is taxed at a attach the form for which the credit is being entertainment expenses not allowed as a
I - Enter

Investment compa flat rate of 34% on its investment company taken. However. if the fund has a deduction. (Dtaxable income (fine 27. taxable income. carryforward or carryback of any of these . . . . .. ... ... . .... ....Page I .Fo,.1120.RIC) . credits (or a carryforward of an ESCIP
2 . Enter line I or the fund's Line 3c credit), it Must use Form 3800 .

share of the $50,000 Interest on tax deferred under thetaxable income bracket. Line 4c
whichever is less . . . .- Installment method for certain non-dealer V-0.

3 . Subtract line 2 from line I Installment obligations. If an obligation Credit for prior year minimum tax . Ifthe r_

4 . Enter line 3 or the fund' arising from the disposition of property, to fund had an alternative minimum ta x
which section 453A applies is outstanding liability in a prior tax year beginning aftershare of the $25,000taxable income bracket, at the close of the year, the fund must 1986 but has no current year alternativ e

.hiche~erisless . . . .- include the interest due under section minimum tax, it may be able to take the (A

5 . Subtract line4l from line 3 453A(c) in the amount to be entered on line credit for prior year minimum tax . See Form
6 . Enter 15%of line 2 3c, Schedule J . Write on the dotted line to NO 1, Credit for Prior Year Minimum Tax,

7 . Enter 25% of line 4 the left of line 3c, Schedule J, *Sec . and section 53.
453A(c) interest - $(amount).* Attach a Line 4d coS . Enter 34% of line 5 schedule showing the computation.9 . If the taxable income of the Credit for fuel produced trama 400

controlled group exceeds Deferred tax amount under section 1291, nonconventional source . A credit i s
$100 .000 . enter this It the fund was a shareholder in amember's share of the foreign investment company (P,,= allowed for the sale of qualified fuels
lesser of . (a) 5% of the received an excess distribution or dispose, produced from a nonconventional source

.
xcess over $100000 . or of its investment in the PrIC during the u Section 29 contains a definition of qualified
e fuels, provisions for figuring the credit, and -n(b) $ 1 1 .7 5 0 (See year, it mutt include the deferred taxinstructions for additional other special rules. If the fund qualifies fo r
5% tax . below .) amount due under section 1291(c) in the 0

10 . 7 tal of lines 6 through 9 amount to be entered on line 3c, Schedule this credit '
attach a separate schedule to 1%

Eotet this amount on line J . Write on the dotted line to the left of line the return showing the computation of th e
credit . Include the amount of the credit in

303a, Schedule J . Form 3c, Schedule J, 'Sec. 1291 tax the total for line 4d, Schedule J . Write next
1120RIC . -$(amount)." Attach Form 862 1, Return by to the entry for line 4d the amount of th e

a Shareholder of a Passive Foreign credit and identify it as "section 29 credit ."Additional 5% tax . Members of a controlled Investment Company or Qualified Electing 0)
grou . p are treated as one corporation for Fund. Line 6
purposes of figuring the applicability of the Line 4a Personal holding company tax . The fund isadditional 5% tax that must be paid by
corporations with taxable income in excess Foreign tax credit . See Form I 118, taxed as a personal holding company under

of $ 100,000 . If the additiona Computation of Foreign Tax Credit- section 542 if :
I tax applies, C

each member of the controlled group will orporations, for an explanation of when the . At least 60% of its adjusted ordinary gross
pay that tax based on the part of the amount fund can take credit for payment of income income, defined in section 543(bX2), for
that is used in each taxable income bracket tax to a foreign country . The fund may not the tax year, is personal holding company
to reduce that member's tax. (See section claim this credit if an election under section income as defined in section 543(a), and 0-0.

1561 (a) .) Each member of the group must 853 was made for the tax year . a At any time during the last half of the ta x
enter its share of the additional 5% tax on Line 4b year more than 50% in value of its
line 2b and attach to its tax return a outstanding stock is owned, directly or
schedule that shows the taxable income of General business credit . This credit is indirectly, by not more than 5 individuals.
the entire group as well as how its share of made up of the sum of the following credits : Use Schedule PH (Form 1 120), 0the additional tax was figured . Investment credit . The investment credit Computation of U .S . Personal Holdin g
Line 3s was generally repealed for property placed Company Tax, to figure this tax,

in service after 1985. See form 3468 .
The fund must compute its tax on its Computation of Investment Credit . for Line 7
;nvestment company taxable income as exceptions, Recapture taxe s
ollows: Jobs czit. The jobs credit, if elected, is Recapture of investment credit . If property

(1) Funds that are not personal holding allowed for hiring members of targeted is disposed of or ceases to be qualified
companies and that are In compliance yroups during the tax year . See Form 5894, property before the end of the life-years
with Regulations section 1 .852-6 obs Credit. for definitions, special rules, used in computing the regular or energy
regarding disclosure of the fund's actual and limitations. investment credit, there may be a recapture
stock ownership (Members of a Do not take an expense deduction for the of the credit . See Form 4255, Recapture of
controlled group should see the part of the wages or salaries paid or Investment Credit .

_16 Instructions above for lines I and 2) : incurred which is equal to the amount of the

C) Page 7 Par.~ 8to
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U.S . Income Tax Return for an S Corporation OWN. 1545-0130 Fom,1120S(1988) page 2

""m
T120S For the calendtax, year 19M or ties year tereirelfig . ~ .

. . . . .

. 'A . )Depart main of the T,eas.,V . . . . . . . . . . . . . 19M, rinding . . . . . . . . . . . .
Cost of Goods Sold and/or Operations (See instructions for Schedule

Inte-IllexenueSem- 0- For leaperavork Reduction Act Notice, see page I of the Instructions. 19,88
A 0.1. . ~Ihmirifm Name
s-, 'Inhin use I Inventory at beginning of year . . . . . . . . . . . . . . . . . . . . . . . I

I Its
label . umber and street (P 0, Box numbInd mad,s not del-ed to street address) 2

. Purchases . . . . . . . . . . . . . . . . . . . . . . . 2

Other
. N D Datemco,porated 3 Cost of labor 3

sm- -de no (see Willf ,_~u 4a Additional sectio n 2 63A costs (attach schedule) (see instructions) . . . . . . . . . . . . 4a
it= Oty w toxm. state, and ZIP code.3t E Total assets (see SWific InstluchorriI It Other costs (attach schedule) . . . . . . . . . . . . . . . . . . . . . . . . 4b
IM. Dolla,s Cents 5 Total-Add lines I through 4b . . . . . . . . . . . . . . . . . . .

F Chr,k Pol-till boxes (1) El inow,erum (2) E] Final return (3) El Changem add- (4) [] Amendednet,rh $ 6 Inventory at end of year 6 0. . . . .
.

. . . . . . .
* C-k this bo . d this ~, 11 S -po,ati. . s.a-t to the consohdated audit pmced-of wbons 6241 th,migh 6245 (see, instrimbon') . . . . . . . . . . 7 Cost of goods sold and/or operations-Subtract line 6* from line 5* Enter here and on line 2, page I . . 7 0

* EnI ., numor, .1 shaneholdinsm the cooinahon at end of the tax yea . . . . . . . .. .. .. . . . . . . . . -1

Caution: I nclude only trade or bust Tress i ncorne a nd expenses on Ii nes I a th rough 2 1 . See the i nstructions for more information .
Be Check all methods used for valuing closing inventory : M

0) 0 Cost 0
Is Gross receipts or sales b Less returns and allowancest c Bal 1, Ic 00 El Lower of cost or market as described in Regulations section 1.47 1-4 14

or 2 Cost of goods sold and/or operations (Schedule A, line 7) . . . . . . . . . . . . . . 2 (fit) El Writedown of "subnormal" goods as described in Regulations section 1 .471 .2(c) to

E 3 Gross profit (subtract line 2 from line 1c) . . . . . I . . . . . . . . . . . 3 (iv)E] Other (Specify method used and attach explanation) 1i . . . . . . . . _ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
0.E 4 Net gain (or loss) from Form 4797, line 18 (see instructions) . . . . . . . . . . . . 4 b Check this box if the LIFO inventory method was adopted this tax year for any goods (if checked . affach Form 970) . . . .

5 Other income (see instructions-attach schedule) . . . . . . . . . . . . . . .
. 5 c If the LIFO inventory method was used for this tax year, enter percentage (or amounts) of closin g

6 Total income (loss)-Combine lines 3, 4, and 5 and enter here . . . . . . . . . . 1- 6 inventory computed under LIFO . . . . . . . . . . . . . . . . . . . . . . . 1 8C

vi 7 Compensation of officers . . . . . . . .
.

. . . . . . 7 If Do the rules of section 263A (with respect to property produced or acquired for resale) apply to the corporation? . . . El Yes 0 No
C

So Salaries and wages I b Less jobs credit I I c Ball. Bc a Was there any change in determining quantities, cost, or valuations between opening and closing inventory? (It "Yes ."

ad 9 Repairs . . . . . . . . . . . . . . . . . . . . . . . . . . attach explanation .) . . . . . . . . . . . . . El Yes El No9

E 10 Bad debts (see instructions) . . . . . . . . . . . . . . . . . .. . . 10 Additional Information Required
11 Rents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 1

12 Taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12 Yes No

(see instructions)c 13 Deductible interest expense not claimed or reported elsewhere on return 13 1 Did you at the end of the tax year own . directly or indirectly, 50% or more of the voting stock of a domestic corporation?
14a Depreciation from Form 4562 (attach Form 4562) . . . . . . 14al (For rules of attribution, see section 267(c).) If "Yes," attach a schedule showing : (1) .name. address, and employer 00

b Depreciation reported on Schedule A and elsewhere on return l4b identification number; and (2) percentage owned . Go
c Subtract line 14b from line 14a, . . . . . . . . . . . . . . . . . . . . . . I c J Refer to the listing of business activity codes at the end of the Instructions for Form 1 120Sand state your principal

..

15 Depletion (Do not deduct oil and gas depletion . See instr6ctions .) . . . . . . . . . Fla1 (1) Business activity I . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ; (2) Product or serviceli . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
(A 16 Advertising . . . . .. . . . . . . I . . . . . . . . . . . . . . . . ... I K Were you a member of a controlled group subject to the provisions of section 1561? . . . . . . . . . . . .
vs 17 Pension, profit-sharing, etc . plans . . . . . . . . . . . . . . . . . . .... L At any time during the tax year, did you have an interest in or a signature or other authority over a financial account in aC
.2 18 Employee benefit programs . . . . . . . . . . . . . . . ... I foreign country (such as a bank account, securities account, or other financial account)? (See instructions for exceptions 0

19 Other deductions (attach schedule) . . . . . . . . . . . . . . . . . . and filing requirements forform TO F 90-22 .1 .) . . . . . . . . . . . . . . . . . . . . . . . .

V 20 Total deductions-Add lines 7 through 19 and enter here . . . . . . . . . If "Yes," enter the name of the foreign country P, . . . . . . . . . . . . . . . . .. wo0 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
0 21 Ordinary income (loss) from trade or business activity(ies)-Subtract line 20 from line 6 . . . M Were you the grantor of, or transferor to, a foreign trust which existed during the current tax year. whether or not you

22 Tax: have any beneficial interest in it? If "Yes, " you may have to file Forms 3520, 3526-A, or 926 . . . . . . . . . .

4 a Excess net passive income tax (attach schedule) . . . . . . N During this tax year did you maintain any part of your accounting/tax records on a computerized system? . . . . .
0 -1 Cash (2)oAccrual (3) E] Other (specify) 0 . . . . . . . . . . . . . . . . . . . . . . . . . . . .C Is Tax from Schedule 0 (Form 11 20S) . . . . . . . . 0 Check method of accounting : (1) F
E c Add lines 22a a.nd 22b . . . . . . . . . . . . . . . . P Check this box if the S corporation has filed or is required to file Form 8264, Application for Registration of a Tax CL

as Shelter . , a . El0, 23 Payments: . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . a
`0 a Tax deposited with Form 7004 . . . . . . . .

.
. . . Q Check this box if the corporation issued publicly offered debt instruments with original issue discount . . . . . a- E 3

rm ty Credit for Federal tax on fuels (attach Form 4136) . . . . . . . ?211: 3
If so . the corporation may have to file Form 8282, Information Return for Publicly Offered Original Issue Discoun t

a c Add lines 23a and 23b . . . . . . . . . . . . . . . . . . . . . . .
.
23c Instruments.

24 Tax due (subtract line 23c from line 22c) . See instructions for Paying the Tax . . . . . . R If the corporation : (1) filed its election to be an S corporation after December 31 . 1986, (2) was a C cor ration prior to
pon I P"("25 Ov rpayment (subtract line 22c from line 23c) making the election, and (3) at the beginning of the tax year has net unrealized buift-in gain as defined in section

Unde, venalties of oerrwy . I declany that I have eUmmed tho,atum, includmilaccompanymig whedules and statements. and to the best of my knoeledgebrid 1374(dXl), enter the net unrealized built-in gain (see instructions) Ile,
"hef .n,s I e.c-ext .andcomplete 13~1a,atx,n of p,epa- (olh,, than ta .,,aya,),s based on allmfonnahon of ~hx:h prepener has any knoixiedips.

Please Designation of Tax Matters Person (See instructions . )
Sign 0

Ifere The following shareholder is hereby designated as the tax matters person CrMP) for the tax year for which this tax return is filed : 3

__ ~ S.-hu-,"..,
Date Title Name of Identifying

Piece-'
Dryte xrr', socal secimly rouritivo designatedTMP numberofTMP

Paid signattifes
PreU rnm to,
se Only yours if self employed) Address of

and add,., ZIP-he a., designated TNIP
'ror. 1120S (igais)



I" 1120s(190 pop 3
For. 112OS(1988) pap 4

V Skaries of Income, Credits, Deductions, Etc. (See Instructions. Sheets Res.ririg of is. year End of tax year

(a) Dkbbutkeshesur (attiTowameasid Assets (b) W

Income (Loss) and Deductions I Cash . . . . . . . . . . . . .

I Ordinary income (loss) from trade or business activity(kes) (pap I .Iine2l) . . . . . . .
. .

2 Trade notes and accounts receivable . . .

2a Gross income from rental real estate act6"ies). . . . . . . a Less allowance forbad debts . . . . .

b Minus expenses (attach schedule) . . . . . . . . . . . ~2+1 3 Inventories . . . . . . . . . . .

c Balance: net i ncome (loss) from rental real estate activity(ies) . . . . . . . . . . . . 2c 4 Federal and state government obligations

3& Gross inconne from other rental activity(ies) . . . . . . .
La

i 5 Other current assets (attach schedule) .

b Minus expenses (attach schedule) . . . . . . . . . . 3b 6 Loans to shareholders . . . . . . . .
7 Mortgage and real estate loans . . . . . 0* Balance : net income (loss) from other retrial activity(ies) . . . . . . . . . . . . . . 3c 0

4 Portfolio income (loss) : 8 Other investments (attach schedule) . . . 1 %
* Interest income . . . . . . . . . . . . . . . . . . . . . . . . . . . 4a 9 Buildings and other depreciable assets . . SIMMONS= V
b Dividend income . . . . . . . . . . . . . . . . . . . . . . . . . . . 4b a Less accumulated depreciation . . . . 0
c Royalty income . . . . . . . . . . . . . . . . . . . . . . . . . . . 4c 10 Depletable assets . . . . . . . .

of Net short-term capital pin (loss) (Schedule D (Form 1120S)) . . . . . . . . . . . . . aid
a Less accumulated depletion . . . . .

a Net long-term capital pin (loss) (Schedule D (Form 1120S)) . . . . . . . . . . . . . 4e I I Land (net of any amortization) . . . . .

If Other portfolio income (loss) (attach schedule) . . . . . . . . . . . . . . . . . allf 12 Intangible assets (amortizable only) . . . .

S Net pin (loss) under section 1231 (other than due to casualty or theft) (see instructions) . . . 5 a Less accumulated amortizatio n

6 Other income (loss) (attach schedule) . . . . . . . . . . . . . . . . . . . . .1 13 Other assets (attach schedule) . . . . .6
7 Charitable contributions (attach list) . . . . . . . . . . . . . . . . . . . . . 7

8 Section 179 expense deduction (attach schedule) . . . . . . . I . . . . . . . . a 14 Total assets . . . . . . . .

9 Expenses related to portfolio income (loss) (attach schedule) (see instructions) . . . . . . . - F9 Liabilities and Shareholders' Equity

10 Other deductions (attach schedule) . . . . . . . . . . . . . . . . . . . . . 0 15 Accounts payable
. . . . . . . .

. -4

Credits 16 Mortgages, notes, bonds payable in less than I year

Ila Jobs credit . . . . . . . . . . . . .
. . . . . . . -

Ila 17 Other current liabilities (attach schedule) .

ta Low-income housing credit: (1) Partnership to which section 42OX5) applies . . . . . . Ilb(l) 18 Loans from shareholders . . . . . . . .

(2) Other. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ilb(2) 19 Mortgages, notes, bonds payable in 1 year or more

c Qualified rehabilitation expenditures related to rental real estate activity(ies) (attach schedule) . . Ile 20 Other liabilities (attach schedule) . . . . co

d Credits related to rental real estate activiWies) other than on lines I lb and I Ic (attach schedule) Had 21 Capital stock . . . . . . . . . .

e Credit(s) related to other rental activity(ies) (see instructions) (attach schedule) . . . . . . . Ile 22 Paid-in or capital surplus . . . . . . .
12 Other credits (attach schedule) . . . . . . . . . . . . . . . . . . . . . . 12 23 Accumulated adjustments account . . . ..

-nInvestment Interest 24 Other adjustments account . . . . . ..

13a Interest expense on investment debts . . . . . . . . . . . . . . . . . . . . 1 1311 25 Shareholders' undistributed taxable income
b (1) Investment income includedon fines 4a through 4f . Schedule K . . . . . . . . . . V31:00A previously taxed . . . . . . . . . ..

(2) Investment expenses included on line 9, Schedule K . . . . . . . . . . . . . . 26 Other retained earnings (see instructions) .
Tax Preference and Adjustment items Check this box if the corporation has sub- ... . ...... .... ........ ...... .

. U)

14& Accelerated depreciation of real property placed in service before 1987 . . . . . . . . . He chapter C earnings and profits at the close of

b Accelerated depreciation of leased personal property placed in service before 1987 . . . . . His thetaxyearle- [I (see instructions)

c Depreciation adjustment on property placed in service after 1986 . . . . . . . . . . . He 27 Total Warned astritinip per books-Comblos amounts on
limit 23 through 26, colunifts (a) and (c)(m indruction) CL

d Depletion (other than oil and gas) . . . . . . . . . . . . . . . . . . . . . . laid
a (1) Gross income from oil . gas, or geothermal properties . . . . . . . . . . . . . . 14*01 28 Less cost of treasury stock . . . . . . .

(2) Gross deductions allocable to oil . gas, or geothermal properties . . . . . . . . . . . 149(2
f Other items (attach schedule) . 1411 29 Total liabilities and shareholders' equity

Foreign Taxes ~~ Analysis of Accumulated Adjustments Account, Other Adjustments Account, and Shareholders '
15a Type of income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

.
. . . . . . . . . . . . . . . . . . Undistributed Taxable Income Previously Taxed (if Schedule L. column (c), amounts for lines 23, 24, or 25 C

b Name of foreign country or U .S . possession . . . . . . . . . . . . . . . . . . . . . . . .
. -----

are not the same as corresponding amounts on line 9 of Schedule M, attach a scheaule explaining an y. . . . . . . . . . . . . . . . differences . See instructions.)
c Total gross income from sources outside the U.S. (attach schedule) . . . . . . . . . . . I Klc
d Total applicable cleductions and losses (attach schedule) . . . . . . . . . . . . . . 1W Ac umulated Other adjusoments Shareholden' undistributed

0adi.t-t, account -oum ta.We i- p-ioutty U . .da Total foreign taxes (check one) : Ile E] Paid 0 Accrued . . . . . . . . . . . . . IS&
f Reduction in taxes available for credit (attach schedule) . . . . . . . . . . . . . . 15f I Balance at beginning of year . . . . . .
9 Other (attach schedule) . . . . . . . . . . . . . . . . . . . . . . . . . 2 Ordinary income from page 1, line 21 . . .

Other Items 3 Other additions . . . . . . . . . .

16 Total property distributions (including cash) other than dividends reported on line 18. Schedule K 16 4 Total of lines 1, 2, and 3 . . . . . . .

17 Other items and amounts not included in lines I through 16, Schedule K, that are required to be 5 Distributions other than dividend distributions
reported separately to shareholders (attach schedule). 6 Loss from page 1 . line 21 . . . . . . .

IS Total dividend distributions paid from accumulated earnings and profits contained in other 7 Other reductions . . . . . . . . . .
retained earnings (line 26 of Schedule L) . . . . . . . . . . . . . . . .

.
. . is 8 Add lines 5. 6 . and 7 . . . . . . . .

9 Balance at end of tax year-Subtract line 8
from line 4 . . .
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a Capitalization of past service pension Filing Form I I 20S Note : The 1986 Form I 120S may also be

De rtment of the Treasury costs -Contributions to a pension or used if., (1) the corporation has a tax year
nal Revenue Service annui'ty plan representing past service costs Who Must Fil e

You must file Form I I 20S if : (a) you elected ends in 1989; and (2) the 1989 FormIIIP_8,88 Intpear are now subject to the uniform
by filing Form 2553 to be taxed as an S

of less than 12 months that begins and

capitalization rules of section 263A or the 1120S is not available by the time the
long-term contract rules of section 460 . corporation, (b) IRS accepted your election, corporation is required to file its return .
Th us . an allocable share of all otherwise and (c) the election remains in effect. However, the corporation must show it s

I nstrUctions for Form 11 20S .,I.
.able pension costs, whether they Form I 120S and related schedules can be 1989 tax year on the 1988 Form I 120S

relate to current or past services, must be filed via electronic transmission or on and incorporate any tax law changes that
U.S . Income Tax Return for an S Corporation included in the basis of property produced magnetic media. If the corporation files its are effective for taxlears beginning afterIor held for resale. including property the return via electronic transmission or on December3l,198
(Section references are to the Internal Revenue Code, unless otherwise noted.) taxpayer produces under a long-term magnetic media, it must file Form 8453-S, S .

contract . This change in law is effective for Corporation Declaration for Magnetic Initial or Final Return
included in income as follows : 25% for the costs incurred after 1987 for property Media/Electronic Filing. Form 8453-S, If this is the S corporation's initial return orPaperwork Reduction Act Notice

0
year of change 5% in the I st year after the (other than inventory) produced by the together with the magnetic media/electronic final return, check the applicable box in item 0

We ask for this information to carry out the Internal Revenue laws of the United States . We year of change: 35% for the 2nd year after taxpayer, including costs allocable to long . transmission, comprise the S corporation's F at the top of the form . -1
need it to ensure that taxpayers are complying with these laws and to allow us to figure and the year of change, and 35% in the 3r term contracts under section 460 . For tax return for the tax year. See Form 8453-S Change In Addresscollect the right amount of tax, You are required to give us this information.

d year a
after the year of change. However, if Rev . inventory costs, the change is effective for for more information .

The time needed to complete and file the following forms will vary depending on tax years beginning after 1987, and is If there has been a change in address from 0
individual circumstances . The estimated average times are : Copying, Proc

. 84-74, 1984-2 C.B. 736.
requires the treated as a change in method of End of Election the previous year, check the box for Changeadjustment to be taken into account over a

assembling. period of less than 4 years . the adjustment accounting initiated by the taxpayer and Once the election is made, it stays in effect in Address in item F at the top of For m
and sending is to be included in income ratably over the made with IRS consent. Any adjustment for all years until it is terminated. During the 1120S. Pill.

Learning about the Preparing the form to shorter period . See 1987 Act section 10201 required under section 481(a) must be 5 years after the tax year the election ha s

Form Recordkeeping law or the to m the form IRS for more information . included in income over a period not to been terminated, the corporation can make Amended Retur n
,r exceed 4 years. another election on Form 2553 only if the To correct an error in a Form I 120S already

1120S 59 firs ., 33 min . 21hrs .,45min. 36hrs .,42min . 3 hrs ., 45 min. a installment method for deale r
Sch . D (I 120S) 8 hrs .. 37 min . 4 Irrs., 13 min . 9 Iffirs ., 13 min. I hr ., 20 min. dispotaltiorms at property.-The installment 0 Payments for certain fringe benefits no Commissioner consents . See section filed, file an amended Form 1 120S and

Sch . K- 1 (1 120S) 17 hrs ., 42 min . 10 hrs., 31 min. 14 firs . 59 min. 1 hr .. 4 min. method has been repealed for dispositions longer deductible by an S corporation
.-

1362(g), and related regulations. check the box for Amended Return in item F

of property by dealers after 1987 . In Payments for fringe benefits for a "2% The election ends automatically in any of at the top of the form . If the amended P.*

If you have comments concerning the accuracy of these time estimates or suggestions for addition, the proportionate disallowance shareholder" are no longer deductible by the following cases: return results in a change to income, or a

making these forms more simple, we would be happy to hear from you . You can write to the rules of section 453C have been repealed the S corporation. See the specific a . The corporation is no longer a sm change in the distribution of any income or
n453 instructions for line 18 of Form 1 120S. business corporation as defined in all other information provided to shareholders .

Internal Revenue Service, Washington, DC 20224, Attention : IRS Reports Clearance for dispositions after 1987 .See sectio sectio
nOfficer, TR :FP; or the Office of Management and Budget, Paperwork Reduction Project, for details and exceptions . Reminders 136 1(b). The ending of an election in this an amended Schedule K- I (Form 11 20S)

Washington, DC 20503. 9 Installment sales: Nondealer manner is effective as of the day on which must also be filed with the amended For m
as Preaddressed label.-Use the 1 120S and given to each shareholder. Write

dispositions.-The proportionate the corporation ceases to be a small "AMENDED" across the top of thepreaddressed label and envelope that business corporation . See sections
Voluntary Contributions To Year Other Than a Required Tax Year . A disallowance rule related to the sale of comes with the tax package to help speed corrected Schedule K- 1 you give each

permitted tax year is a tax year ending nonfarm real property used in a business or up the processing of your return .
1362(dX2) and 1362(e) for more shareholder .

Reduce the Public Debt December 31, or any other tax year for rental activity if the sale price exceeds ! S corporations in several states will be information . Designation of Tax Matters Perso n
Quite often, inquiries are received about which the S corporation establishes a $150,000 has been repealed . However, to

fiting their returns at a different service
b . If. for each of three consecutive tax (TMP) 0:11

how to make voluntary contributions to business purpose . the extent that the amount of deferred pe years, the corporation has both sutichapte r

reduce the public debt. A corporation may payments from all dispositions of such real center this year . Use the envelo that C earnings and profits, and gross receipts If the S corporation is subject to sections 9
contribute by enclosing with the tax return a

I An S corporation may not make or property duringan t be ' i gafter came with your return or see the more than 25% of which are derived from 6241 through 6245 (consolidated audi tr g, ax year ;mn m
check made payable to 'Bureau of the continue an election under section 444 if it Decembe 3 5 million, an instructions for Where to File . passive investment income as defined in procedures), it may designate an individua l
Public Debt ." is a member of a tiered structure. other interest charge is imposed on the deferred is Corporations subject to the consolidated section 1362(dX3XD), the election shall shareholder as the TMP for the tax year for 11

than a tiered structure that consists entirely tax. In addition . if any indebtedness is audit procedures of sections 6241 through terminate on the first day of the first tax which the return is filed by completing th e
of partnerships or S corporations (or both) 0

Changes You Should Note all of which have the same tax year . For the secured directly by an installment obligation 6245 may designate a Tax Matters Person year beginning after the third consecutive Designation of Tax Matters Person section at I
that arises out of the disposition of such (TMP) on page 2 of Form 1120S. tax year . The corporation must pay a tax for the bottom of page,2 of Form 11 20S.

Changes to Schedule K .I S corporation to have a section 444 election property, the net proceeds of the secured 9 Registration of tax shefter-if an S each year it has excess net passive income. Temporary Regulations section 301 .624 1. 3
in effect it must make the payments obligation will be treated as a payment an corporation is a tax shelter, is involved in a See specific instructions for line 22a for 1T provides an exception to the consolidate da Shareholder participation In corporate required'by section 7519 . See the (A

activities-Under the provisions of the installment obligation . This rule applies tax shelter, is considered to be the organizer details on how to figure the tax . provisions for small S corporations with 5 or
temporary regulations section 1 .469-5T, 'Computation Schedule for Required to any nondealer real property installment of a tax shelter, or the corporation is a pass- Revocations.-The election may be fewer shareholders each of whom is a
determinations as to the level of a Payments Under Section 7519 and related obligation that is pledged after December through entity of tax shelter benefits, there revoked if shareholders who collectively natural person or an estate . See sections
shareholder's participation in a corporate instructions* on page 20 of these 17 1987 in tax years ending after that are reporting requirements under section own a majority of the stock in the 6241 through 6245 and Temporary
activity must be made by the shareholder instructions for information on required daia . See's~ction 453A for details . 6111 for both the corporation and its corporation consent to a revocation . If the Regulations 301 .624 1 - I T for other details.
rather than the corporation . payments. a Long-term contracts.-Effective for shareholders. specified date is on or after the date of CL

Accordingly. the section 469 material and olfacation pay.-The special election that long-term contracts entered into after See Form 8264, Application for consent to the revocation . the revocation is Where To Fil e
active participation questions ( allows accrual method taxpayers a October 13, 1987 . and before June 21, Registration of a Tax Shelter, and Form effective as of the specified date. If no dateD and E on deduction for additions to a reserve for Of the corpowation's U. the foil-nit
the 1987 Schedule K- 1) were deleted from vacation pay has been repealed . Generally, 1988, that are accounted for under the 827 1. Investor Reporting of Tax Shelter is specified, the revocation is effective as Of principal busiriess, office . Intemal Revenue,
Schedule K- 1 . The 1998 Shurreholdees percentage of completion-capitalized cost Registration Number, and their related the beginning of a tax year if it is made on or o, agericy is located,n S.,vile Ce.t ., adcl,es,. the amount now allowed as a deduction for into V
Instructions for Schedule K-1 (Form method, the percentage of items taken instructions for information the corporation before the 15th day of the 3rd month of V
I I 20S) provide details on how participation vacation pay is limited to the amount of account under the percentage of must provide to IRS and to the shareholders such tax year. If no date is specified and theVacation pay earned during the year to the NmJersey, New York (New
is determined . extent it is paid during the year or vested at completion method has been increased to to enable them to comply with tax shelter revocation is made after the 15th day of the York City and counties of Holtsville. NY
Important Tax Law Changes the end of the year and paid within 21h

70%. reporting requirements. 3rd month, it is not effective until the Nassau . Rockland, Suffolk, 00501 0 .

The Revernue Act of 1987 (1987 Act) and months after the end of the year. For long-term contracts (except certain The corporation must enter its tax shelter beginning of the following tax year . See and Westchester) 0 .6
section 1362(dX 1) for more information. -

the Technical Corrections and The change from the reserve method is residential construction contracts) entered registration number in item Cof Schedule New York (all other counties), 0
Miscellaneous Revenue Act of 1988 (1988 treated as a change in method of into after June 20, 1988, that are K- I if applicable . Als6 . complete item P on When To File Connecticut, Maine. Andovet. MA
Act) made many changes that affect S accounting initiated by the taxpayer and accounted for under the percentage of page 2 of Form I 120S. In general, file Form 1 120S by

the 15th day Massachusetts . 05501 3completion-capitalized cost method, this New Hampshire, Rhode Island,
corporations and shareholders of the S made with IRS consent. The net amount of percentage has been increased to 90% . General Instruction's of the 3rd month after the end of the tax year. Vermont

Use Form 7004, Application for Florida, G rg Atlanta, GAcorporation . Some of the major changes are the adjustment required by the change in Generally, builders of single-family Purpose of Form Automatic Extension of Time To File
Sout It Careoolinala . 39901summarized below. accounting method equals the excess of the residences and dwelling units in buildings

a Election of a Tax Yew OtIW Then a amount in the reserve at the end of the year containing 4 or fewer dwelling units are not Form 1 120~ is used if a domestic Corporation Income Tax Return, to request Indiana, Kentucky, Michigan . Cincinnati. OH
Calendar Year .-Under the provisions of preceding the year of change over the required to use either the percentage of corporation has filed Form 2553, Election an automatic 6-month extension of time to Ohio, West Virginia 45999
section 444 . an S corporation may elect to amount accrued at the end of the year completion method or the percentage of - by a Small Business Corporation, to be an S file Form 1120S . Kansas. New Mexico, Austin . TX
have a tax year other than a permitted tax precedin the year of change and completion-capitalized cost method for corporation and its election is in effect . Do Period To Be Covered by 1988 Return Oklahoma, Testis 73301
year required under section 1378 . but only within 24 months after the close oplatdat contracts entered into after June 20, 1988. not file your first Form 11 20S until you have File the 1988 return for caleridar year 1988if the deferral period of the tax year is not year . The net amount of the adjustment See section 460 for details . been notified by the IRS that your election's and fiscal years beginning in 1988 andlonger than 3 months . This election is made reduced by the b-.;ance in the suspense accepted and the tax year it will take effect, endi if th

by filing Form 8716. Election To Have a Tax account under section 463(c) must be .7, in 1989 . If I a return is for a fiscal
Page 2 year 11 in the tax year spaces on the form .



Alaska . Arizona . California deposits will be sent to IRS for crediting to owns 5% or more ownership in the A receiver, trustee. or assignee must sign distributions from accumulated earnings(_tndies at Alpine . Amador. the corporation's account. Seethe outstanding stock of a foreign corporation. and date any return he or she is requ Passive Activity LimitationsButte . Calaveras . Colusa. Contra ired to and profits are classified as dividends. Do In general section 469 limits the amount ofinstructions contained in the coupon book may have to file Form 547 1 . Information file on behalf of a corporation . not issue Form 1099-DIV for dividendsCosta . Del Norte, El Dorado. (Form 8109) for more information . Return With Respect to a Foreign losses, deductions, and credits that
Glenn . Humboldt, Lake

. Lassen, To get more deposit forms, use the Corporation . If your corporate officer fills in Form received by the corporation that are shareholders may claim from "passiveMar .n. Mendocino . Modoc . Napa. I 120S, the Paid Preparer's space under allocated to shareholders on line 4b of activities ." Generally. passive activitiesNevada, Placer . Pfurrias . Ogd;e . UT reorder form (Form 8109A) provided in the General Information "Signature of Officer" should remain blank . Schedule K . 1 . include : (a) activities that involve theSacramento . San Joaquin, Shasta, 201 coupon book . If someone prepares Form 1 120S and does Note: Every corporation must file conduct of a trade or business in which theSierra, Siskiyou . Solana. Som.a . For additional information concerning In addition to the publications listed not charge the corporation . that person information returns if it makes payments of shareholder does not materially participate ;
Sutter

. Teharna, Trinity. Yalo, and deposits. see Publication 583, Information throughout these instructions.1,.ou may should not sign the return. Certain others rents. commissions, or other fixed or and (b) any rental activity (see definitionYuba). Colorado, Idaho, Montana . for Business Taxpayers . wish to get: Publication M, ax who prepare Form I 120S should not sign. determinable income (sees tion6041) below), even if the shareholder materiallyNet~aska, Nevada . North Dakota. Information on S Corporations ; Publication For example, a regular, full-tirbe employee totaling $600 or more to anyeone person in participates. The level of eachOregon. South Dakota, Utah, Interest and Penalties 334 . Tax Guide for Small Business ; of the corporation such as a clerk . the course of its trade or business during shareholder's participation in an activityWashington. Wyoming
Interest.-Interest is charged on taxes not Publication 535, Business Expenses ; secretary, etc., does not have to sign. the calendaryear. must be determined by the shareholder.Califor ta (all other counties) . --Frnno. CA paid by the due date, even if an extension of Publication 550.

Investment Income and Ing= anyone paid to prepare Form Form 5713. International Boycott Report. The passive activity rules provide 1 0Ha.a .i 93888 time to file is granted . Interest is also Expenses; and Publication 556, 112 S Is hat
111inois . lona, Minnesota, ign the return and fill in the Every corporation that had operations in, or losses and credits from passive activities 0Kansas City. MO charged on penalties imposed for failure to Examination of Returns, Appeal Rights . and other blanks in the Paid Preparer's Use related to . a boycotting country. company, can generally be applied only against IMissiiuri. Wisconsin - 64999 file, negligence, fraud, gross valuation Claims for Refund . Only area of the return. or national of a country must file Form income and tax from passive activities . VAlatiarria, Arkansas, Louisiana . overstatements, and substantia lMississippi. North Carolina, Memphis. TN Net Operating Loss and Other The preparer required to sign the return 5713. In addition, persons who participate Thus, passive losses and credits cannot be C)Tennessee 37501 understatements of tax from the due date Deductions MUST: in or cooperate with an international applied against income from salaries, 1%(including extensions) to the date of

e Complete the required preparer boycott may have to complete Schedule A wages . professional fees. or a business in 0)Colu SuIla.are, District-of payme The interest charge is fi redata An Scorporation may not take the deduction or Schedule 8 and Schedule C of Form which the shareholder materiall ybia Maryland, Philadelphia . PA rate del rmined under section 66 1 . for net operating losses provided by section information .
in 19255 5713 to compute their loss of the following participates ; against 'portfolio incomeP=sylvanta, Virginia Late Filing of Return.-Form I 120S is 1 72 and the special deductions in sections a Sign, by hand, in the space provided for items: the foreign tax credit, the deferral of (see definition below) ; or against the tax (D

required 241 through 250 (except section 248) . the preparer's signature . (Signature stamps earnings of a controlled foreign corporation . related to any of these types of income .Accounting Methods
.

to be filed by
sections 6037(a) and or labels are not acceptable .) IC-DISC benefits, and FSC benefits. Special provisions apply to certai n

6012. A corporation that does not file its tax Subject to limitations, the corporation's
MFigure ordinary income using the method of return by the due date, including any net operating loss is allowed as a deduction Give a copy of Form 1 120S to the taxpayer Form 8281 . Information Return for Publicly activities . First, special transitional rulesaccounting regularly used in keeping the extensions . may have to pay a penalty of from the shareholders'gross income . (See in addition to the copy filed with IRS . Offered Original Issue Discount Instruments . apply to losses with respect to corporatecorporation's books and records . Such 5% a rnonth, or fraction of a month, up to a section 1366. )

method may include the cash receipts and maximum of 25%, for each month the Tax return preparers should be familiar This form is used by issuers of publicly interests acquired and activities
36 .disbursements method, accrual method or return is not filed . (The penalty is imposed Attachments with their responsibilities. See Publication offered debt instruments having OID to commenced before October 23, 19 1

any other method permitted bythe Internal 1045. Information for Tax Practitioners. for provide the information required by section Second, special rules apply with respect toon the net amount due, See section Attach Form 4136, Computation of Credit more details . 1275(c). losses incurred by investors in qualifiedRevenue Code . In all cases, the method 6651(aXl).) The minimum penalty for not for Federal Tax on Fuels, after page 4, Form low-income housing projects. Third, specialadopted must clearly reflect income . (See filing a tax return within 60 days of the due 1 120S . Attach schedules in alphabetical Transfers to Corporation Form 8300 . Report of Cash Payments Ove r
$ 10,000 Received in a Trade or Business. rules require that net income from certainsection 446.) date for filing (including extensions) is the order and other forms in numerical order Controlled by Transferor This form is used to report the receipt of activities that would otherwise be treated asUnless the law specifically states lesser of the underpayment of tax or $100. after Form 4136 .

If a person acquires stock or securities of a more than $ 10,000 in cash or foreign passive income must be recharacterized a sotherwise, a corporation may change the Late Payment of Tax
.-A corporation that To assist us in processing the return, we corporation in exchange for property, and no currency in one transaction (or a series of nonpassive income for purposes of the

00method of accounting used to report does not pay the tax when due generally askthaty complete evel applicable gain or loss is recognized under section 351, related transactions). passive activity limitations .
00

income in earlier years (for income as a may have to pay a penalty of 'A of 1% a entry space'on Form 1120 and Schedule the translator and transferee must attach Windfall Profit Tax. Generally, the S The passive activity limitations do notwhole or for any material item) only by first month or fraction of a month . up to a K- 1 . Please do not attach statements and the information required by regulations corporation will notify each shareholder of apply to the corporation, Instead, they applygetting consent on Form 3115, Application maximum of 25%, for each month the tax is write 'See attached* in lieu of completing section 1 .351-3 . any income tax deduction for windfall profit to each shareholder's share of any income 0for Change in Accounting Method . not paid. (The penalty is imposed on the net the entry spaces on Form I 120S and or loss and credit attributable to a passiveRounding Off to amount due. See section 6651(aX2) .) Schedule K-1 . Information Returns That May tax on Farm 6248 . Annual Informatio n
Return of Windfall Profit Tax . Include on activity conducted through the '111

Whole-Dollar Amounts Failure To Furnish Information Thinely.- If you need more space on the forms or Be Required line 20of Schedule K-1, or onthe S corporation . Because the treatment Of
You may show the money items on the Section 6037(b) requires the S corporation schedules, attach separate sheets and show form 966 Corporate Dissolution or statement attached for line 20 of Schedule each shareholder's share of the 0to furnish to each shareholder a copy of the same information in the same order as Liquidation . K-1, the shareholder's share of windfall corporation's income or loss and credit 11return and accompanying schedules as such information shown on Schedule K- I on the printed forms . But show your totals profit tax. The individual shareholder depends upon the nature of the activity thatwhole-dollar amounts . To do so, .drop any (Form 1 120S) that is attached to Form on the printed forms. Please use sheets Form 1096. Annual Summary and it tax generated it, the corporation must report 3amount less than 50 cents, and increase I 120S The Schedule K- 1 must be that are the same size as the forms and Transmittal of U .S . Information Returns figures his or her overpaid windfall pro, income or loss and credits separately fo rany amount from 50 cents through 99 cents furnish ;e~ to each shareholder on or before schedules . Attach these separate sheets Use this form to summarize and send on Form 6249, Computation of Overpaidto the next higher dollar. the day on which the Form I 120S was filed . after all the schedules and forms . Be sure to information returns to the Internal Revenue Windfall Profit Tax . Note: The windfall each of the following : trade or business

Service Center. profit tax does not apply to crude oil activities, rental real estate activities, rentalChange In Accounting Period Generally, Form I I 20S must be filed by the put the taxpayer's name and employer removedafter August 22,1988. activities other than rental real estate, and
To change an accounting period . see 15th day of the 3rd month after the end of identification number (EIN) on each sheet . Form 1098. Mortgage Interest Statement . Cat tion : Some Scorporatio portfolio income . For definitions of each
Regulations section 1 .442 . 1 and Form the S corporation's tax year . This form is used to report the receipt from type of activity or income, see 'Types of

rtgage be utr1eated as authorized to ancst omnayeL'heaciftoof Activities and Income. * For details on theI 129. Application for Change in Accounting There is a $50 penalty for each failure to Unresolved Tax Problems any individual of $600 or more of MP
the shareholders. If the corporation makes special reporting requirements for passivePeriod . Also see Publication 538, furnish Schedule K-1 by the prescribed interest in the course of the corporation' s

Accounting Periods and Methods .The S date . In addition . if a Schedule K-1 does not IRS has a Problem Resolution Program for trade or business . this election, the preceding paragraph will activities, see "Passive Activity Reporting
corporation may also elect under section include all of the information required to be taxpayers who have been unable to resolve Forms 10" .A. B, DIV, INT, MISC, OID, not apply. See the instructions for line 23a, Requirements ."
4 44 to have a tax year other the n a calenda r shown or includes incorrect information

'
an their problems with IRS . If the corporation PATR, S, and R. You may have to file these

Form I 120S, for details on how the
Types of Activities and Income 0

additional penalty may be imposed . See has a tax problem A has been unable to information returns to report corporation claims the overpaid windfall a.*.year . See Election of a Tax Year Other profit taxon Form 1120S. 1 . Trade or business actIvitles.-A -1Than a Calendar Year under Changes You sections 6722, 6723. and 6724 for more resolve through normal channels, write to abandonments and acquisitions through trade or business activity involves th
eShould Note on page I of these information. the corporation's local IRS district director foreclosure, proceeds from broker and Form 8697. Interest Computation Under r_

instructions . These penalties will not be im or call the corporation's local IRS office and barter exchange transactions, certain the Look-Back Method of Completed Long conduct of a trade or business within the 0Paying the Tax corporati posedifthe ask for Problem Resolution Assistance . This dividends, interest payments, medical and Term Contracts . Certain S corporations that meaning of section 162, 0. &. on can show that not filing, not office will take responsibility for your dental health care Payments, miscel are not closely-held may have to file F If the shareholder does not materially -paying. or not furnishing information timely taneous onnThe corporation must pay the tax due (line was due to reasonable cause and not willful problem and ensure that it receives proper income, original issue discount, tr 8697 . Form 8697 is sed to figure the participate in the activity, a trade or 024 . page 1) in full within 2% months after neglect. attention. Although the Problem Resolution dividends, total distributions frcupaprofn~t-ge interest due or to be refunded under the business activity of the corporation is a 3the end of the tax year . Office cannot change the tax law or make sharing plans, retirement plans, and look-back method of section 460(b)(3) on passive activity for the shareholder . Note ,
Stock Ownership In Foreign technical decisions . it can frequently cleat individual retirement arrangerne Is and certain long-ter The section 469(cX3) exception for a ChDeposit corporation income tax payments n I m contracts entered int o

with a Federal Tax Deposit Coupon (Form Corporations up misunderstandings that may have proceeds from real estate transac ions . Also after February 28, 1 986, that are workinginterest in oilandgas properties is
8 109) . Be sure to darken the "1120" box resulted from previous contacts . use certain of these returns to report accounted for under either the percentage not applicable in the case of an SIf the corporation owned at least 5% in amounts that were received as a nominee of completion-capitalized cost method or corporation because state lawgienerallyon the coupon . Make these tax deposits value of the outstanding stock of a foreign Signature on behalf of another person . the percentage of completion method . limits the liability ofcorporate shareholders,with either a financial institution qualified personal holding company, attach the The return must be signed and dated by the For more information . see Publication Closely-held corporations should see the including shareholders of an S corporation.as a depositary for Federal taxes or the statement required by section 551(c). president . vice president. treasurer, assistant 916. Information Returns . instructions for line 20, item n, of Schedule Accordingly, an activity of holding aFederal Reserve bank or branch servicing

A corporation that controls a foreign treasurer . chief accounting officer, or any Use Form 1099-DIV to report actual K- I for details on the Form 8697 ruing interest in oil or gas properties is ahe corporation
wo

the geographic area where t corporation
; or that is 10%-or-more other corporate officer (such as tax officer) dividends paid by the corporation . Only information they must pass through to their trade or business activity and the materialis located. Do not submit deposits directly

to an IRS office ; otherwise, the corporation shareholder of a controlled foreign authorized to sign. shareholders. participation rules apply to determine if the
activity is a passive activity. See temporarymay be subject to a penalty . Records of corporation; or acquires, disposes of. or
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c.&

The determination as to wfiWifien, or not a value of the services in relation to the Shareholders who activelir participate in a property ; (f) amounts included in the gross recharacterize as nonpassive income may Passive Activity Reporting

shareholder materially participated in nit amount charged for the use of the Property . rental real estate activity may be able to income of a patron of a cooperative by be limited under temporary regulations Requirements
activity mu.st be made by each shareholder . The following services are excluded from deduct part or all of their rental real estate reason of any Payment or allocation to the section J .469-2T(t)(8). Since the To allow shareholders to correctly apply the
As a result . while the corporation's overall consideration in determining whether losses (and the deduction equivalent of patron based on patronage occurring with corporation will not have information
trade or business income (loss) personal services are significanJI : (a) rental real estate credits) against income respect to a trade or business of the patron ; regardingall ofa shareholder's activities, it passive activity loss and credit limitation

is reported rules, any corporation that carries on more
on page 1 of Form 1120S.the pecific services necessary to permit the lawful use (or tax) from nonpassive activities . and (g) other income identified by the IRS must identify all corporate activitie s

s Generally. the combined amount of rental - than one activity for which income or loss is
income and deductions from h separate of the rental property ; (b)services as income derived by the taxpayer in the meeting the definitions in items I through 3 fled on line 1 . 2, or 3 of Schedule K- 1 .
trade or business activity mustace reported performed in connection with real estate losses and the deduction ordinary course of a trade or business . as activities that may be subject to repo

on attachments to Form 1120S. Similarly, improvements or repairs to the rental equivalent of rental real estate credits from See temporary regulations section recharactenzation . must :
while each shareholder's allocable share of property that extend the useful life of the all sources (including rental real estate 1 .469-2T(cX3) for more information on 4 . Rental activities Incklontol toa 1. Provide an attachment for eac h
the corporation's overall trade or business property substantially beyond the average activities not held through the corporation) portfolio income . development: DdIvIty .-Net rental activity activity canducted through the corporation
income (loss) is reported on line 1 of rental period; and (c) services provided in that may be claimed is limited to $25,000 . that identifies the type of activity conducted

Schedule K- 1, each shareholder's allocable connection with the use of any improved Special transitional rules apply to Portfolio income is reported on line 4 of income is nonpassive income for a (trade or business . rental real estate, rental
share of the income and deductions from real property that are similar to those investors in qualified low-income housing Schedules K and K-

1, rather than on page I shareholder if all of the following apply : (a) activity other than rental real estate, or 0
each trade or business activity must be commonly provided in connection with at Form I I 20S . the corporation recognizes pin from the investment) . 0projects. See section 502of the'1986 Act le. exchange, or other disposition of th e
reported on attachments to each Schedule long-term rentals of high-grade commercial and Publication 925 . Passive Activity and Expenses related to portfolio income are srea he 2. On the attachment for each activity. 1:9
K 1 . See Passivo Activity Reportind or residential property (e .g ., cleaning and reported on line 9 of Schedules K and K- 1 . rital property during the tax year ; (b) It

At-Risk Rules, for more information . use of the item of property in the rental provide a schedule, using the same line V
Requirements. on page 6 for more maintenance of common areas, routine Rental real estate activity income (loss) is Recharacterization of Passive activity started less than 24 months before numbers as shown on Schedule K- 1 .
information. repairs. trash collection, elevator service, reported on line 2 of Schedules K and K- I Income the date of disposition (the use of an item of detailing the net income (loss), credi 0

2 . Rentel Activitlec .-In reporting the and security at entrances) . rather than on page I of Form I 120S. rental property b all items required to be separately is, and 1231

corporation's income or losses and credits Extroardinary pomortal serviccra
.- Under the provisions of temporary . elpns when substantially all stated

from rental activities . the corporation must Services provided in connection with making Credits related to rental real estate irecgulmateiofrnosmseccetritoaninl .p4a6ss9i
.v2eTa(fc)t,ivniteitespamssuisvte of the property is first held out for rent and under section 1366(aX 1) from each trade

separately report (a) rental real estate rental property available for customer use activities are reported on lines I Ic and I ld is in a state of readiness for rental) ; and (c) or business activity, from each rental real
the shareholder materially participated or estate activity, from each rental activity

are extraordinary personal services only if of Schedules K and K- 1 . Low-income be treated as nonpassive income . Net significantly participated for any tax year in other than a renta real estate activity, andactivities and (b) rental activities other than viduals housing credits are reported on line 1 1b of income from the following activities is t an activity that involved the performance of from investments.rental real estate activities . the services are performed by indi Schedules K and K- I - subject to recharacterization : (1) significan services for the purpose of enhancing the 3. With respect to each separatelyDefinition of rental activitloo .- and the customers' use of the rental 2(b). Rontol activities othor than rental participation activities, (2) activities of value of the property (or any other item of identified activity, identify any activity that Q
Generally . except as noted below, if the property is incidental to their receipt of the renting substantially nonclepreciable v-0.

services. For example, a patient's u f a real astato odivitlea .-Generally, this party, if the basis of the property is a pre-enactment activity conducte d
gross income from an activity consists of sea consists of activities involving the renting or property, (3) equity.financed lending dpirsoposed of is determined in whole or in part through the corporation . See the Camounts paid principally for the use of real hospital room generally is incidental to the leasing of tangible property other than real activities, (4) rental activities incidental to a by reference to the basis of that item of instructions for items D and E of Schedule -il .
or personal tangible property held by the care that the patient receives from the estate . - development activity, (5) activities of property) . 'Net rental activity income* K- 1, and the instructions for Form 8582 forhospital's medical staff . Similarly, a fentin property to a nonpassive activity M1corporation, the activity is a rental activity. -enactment intereststudent's use of a dormitory room in a Income (loss) from rental activities other and( )activities related to an interest in a means the excess of passive activi rules applicable to pre
There are several exceptions to this general boarding school is incidental to the personal than rental real estate are reported on line d - 7 gross In carrule . Under these exceptions . an activity passthrough entity that licenses intangible income from renting or isposingo t porate activities .
involving the use of real or Personal tangible services provided by the school's teaching 3 of Schedules K and K- 1, and credits
property is not a rental activity if : (a) the staff. related to rental activities other than rental property

. Property over passive activity deductions 4. Identify the net income (loss) and the. . (current year deductions and prior year shareholder's share of corporation interest
average period of customer use (see Rental proporty hicklontal to a nonrontal real estate are reported on line I le of Any net passive income from an activity unallowed losses) that are reasonably expense from each activity of renting a
definition below) for such property is 7 days activity.-An activity is not a rental activity Schedules K and K-1 . of renting substantially nondepreciable allocable to the rented property . dwelling unit that the shareholder also uses Cal
or less: (b) the average period of customer if the rental of the property is incidental toa 3. Portfolio Incorrio-w-Generally, property from an equity-financed lendin g

use for suc If property is 30 days or less and nonrental activity, such as the activity of Portfolio income includes all gross income, activity
. or train an activity related to an Because the corporation cannot for personal purposes during the year for C0

significant personal services (see definition holding property for investment, a trade or other than income derived in the ordinary interest in a pagjsbsitehrporLotgpheretynttihtyatt
hisat determine a shareholder's level of more than the greater

I

of 14 days or 10 0

below) are provided by or on behalf of the business activity, or the activity of dealing in cou of a trade or business. that is licenses into Pnartiiccilortnion, the corporation must identify percent of the numbe ofdaysthatth e
recharacterized as nonpassive in from property described in residence is rented at fair rental value .

corporation ; (c) extraordinary personal property. attributable to: interest; dividends ; treated as investment income forcaumrep'cilms items (a) and (b) of paragraph 4 as income 5 Identify the net income (loss) and the
services (see definition below) are provided Rental property is incidental to an activity royalties ; income from a real estate that may be subject to recharacterization .
by or on behalf of the corporation ; (d) the of holding property for investment if the investment trust, a regulated investment

of computing investment interest expense shareholder's share of interest expens e

rental of such property is treated as company . a real estate mortgage limitations . "Net passive income' means S. Actfirklas lnvolvfna property ronted from each activity of trading personal 0
main purpose for holding the property is to a the excess of passive activity gross income to a nonpmlvo actIvIty.-If a taxpayer property conducted through th e

incidental to a nomental activity of the realize a pin from the appreciation of the investment conduit, a common trust fund from the activity over passive activity rents property to a trade or business activity corporation .
corporation under temporary regulations property and the gross rental income is less controlled foreign corporation, a qualifie d
section l .469-JT(eX3Xvi) ; or (e) the than the smaller of 2 percent of the electing fund. or a cooperative; income deductions (current year deductions and in which the taxpayer materially 6. With respect to any gain (loss) from

corporation customarily makes the property unadjusted basis of the property of 2
from the disposition of property that prior year unallowed losses) from the participates, the taxpayer's net rental the disposition of an interest in an activity

available during defined business hours for percent of the fair market value of the produces income of a type defined as activity
. activity income from the property is or of an interest in prop" used in an

nonexclusive use by various customers . In property. portfolio income; and income from th 1. Slanificant participation nonpassive income . "Net rental activity activity (including dispositions before 1987

addition . if a corporation owns an interest in Rental property is incidental to a trade of disposition of property held for invest.eent. octIvItles.-A significant participation income* means the excess of passive from which gain is being recognized after
a partnership that conducts a nonrental activity is any trade or business activity in activity gross income from renting o r

activity . and the corporation provides business activity if
: (a) the corporation owns For purposes of the above definitions, 1986) :

an interest in the trade or business at all gross income derived in the ordinary course which the shareholder both participates for disposing of property over passive activit y

property for use in that activity in the more than 100 hours during the tax year deductions (current year deductions and (a) identify the activity in which the

times during the year ; (b)the rental of a trade or business includes (and property was used at the time of
corporation's capacity as an owner of an and does not materially participate

. prior year unallowed losses) that are disposition ;
sion a include) only the following types of income

: Because each shareholder must determine reasonably allocable to the rented property .
interest in the partnership, the prow. . I property was mainly used in the trade or portfolio income . therefore, does not

the twopetty is not a rental activity . Wheoe business activity during the tax year or his or her level of participation, the 6. Activities related to an Interest In a (b) if the property was used in more than
the corporation provides property used in during at least two of the five precedin ta (a) interest income on loans an d

years
; arid (c) the gross rental mc investments made in the ordinary course of corporation will not be able to identify panathrough ontlty that liceneas one activity during the 12 months U)

an activity of a partnership in the in ' significant participation activities. Ifirtartiliblo proporty.-Generally. net preceding the disposition . identity the v-0.
corporation's capacity as an owner of an the property is less than the smaI11111111 f 2 a trade or business of lending money; (b)ble arising rom and the adjusted basis allocated to each Cinterest in the partnership is based on all percent of the unadjusted basis of the interest on accounts receive 2

. Certain nondeprectable rental royalty income from intangible property is activities in which the property was used 19

property or 2 percent of the fair market the performance of services or the le of property DdIvitles .-Net passive income nonpassive income if the taxpayer acquired

the facts and circumstances. value of the property
. property in the ordinary course of astarade or from a rental activity is nonpassive income an interest in the passthrough entity after activity

; and

A,oroge period of customer uso.-The business of perform if less than 30 percent of the unadi the passthrough entity created the M with respect to gain only, if th e
The sale or exchange of property that is ing such services or usted

0-0.

average period ofcustomer use of property selling such property. but only if credit is basis of the property used or held far use by intangible prop" or performed substantial property was substantially appreciated at -
L

is computed by dividing the total unumber of also rented during the tax year (where the customarily offered to customers of the customers in the activity is subject to services or incurred substantial costs in the time of the disposition and the 0

daye in all rental periods by
the n mber of gain or loss is recognized) is treazed as developinq or marketing the intangible applicable holding period specified i n

i (incidental to the activity of dealing in business- (c) income from investments depreciation under section 167.

rentals during the tax year . property if, at the time of the sale or made in ihe ordinary course of a trade or 3 . Equity-financed lending Property . Net royalty income* means the temporary re uiations section 1 .469-

Significant personal servicon.-Personal business of furnishing insurance or annuity activitles.-If the corporation has net excess of passive activity gross income from 2T(cX2)(i iXf) was not satisfied . identify
) Iexchange . the property was held primarily I .

services include only services performed by for sale to customers in the ordinary course contracts or reinsuring risks underwritten income from an equity-financed lending icensinj or transfering any right in the amount of the nonpassive pin and
individual-, In determining whether by insurance companies ; (d) income or gain activity, the lesser of the net intangib e property over passive activity indicate whether or not the gain is

of the corporation's trade or business . passive income deductions (current year deductions and investment income under the provisions I
personal services are significant personal derived in the ordinary course of an activity or equity financed interest income from the prior year unallowed losses) that are of temporary regulations section 1 .469 .~ See temporary regulations section of trading or dealing in any property if such activity is nonpassive income ,services . all of the relevant facts and 1 469- IT(eX3) for more information on the activity constitutes a trade or business reasonably allocable to the intangible 2T(cX2XiiiXE)

.
circumstances are taken into consideration . definition of rental activities for purposes of Note: The amount of income from the property . 7 . Specify the amount of gross portfolio
Relevant facts and circumstances include (unless the dealer held the property for activities in items 1~ through 3, above, that See temporary regulations section inc6me, the interest expense propert y
the frequency that the services are the passive activity limitations . investment at any time before such income any Shareholder will be required to
or vided . the type and amount of labor 0

Rental razil eatato octlvftloo .- or gain is recognized); (e) royalties derived .1 .469-2T(fX7Xiii) for exceptions to this allocable to Portfolio income, and expenses
Gener~ ly . a rental real estate activi by the taxpayer in the ordinary course of a rule .

required to perform the services . and the
I

involves the renting or leasing of real
property

. trade or business of licensing intangible Page 6
Page s



other than interest expense that are chitarty Item Q Employer ldondftatlm Number. The rules for long-term contracts have Une 4 directly on Schedule K . See instructions for notice . The Form 3115 and section 263Aand directly allocable to portfolio income . , If the employer identification number (EIN) been changed by the 1987 arid 1988 Acts. Net Gain (Loss) lines 2. 3. and 4 of Schedule K for details . checklist must be attached to Form 1 120S8. Identify the ratable portion of any on the label is wrong or if you did not See section 460 for more information . Caution: Include only ordinatypins or Limitations on deductions for the year of the change . However . if the
section 481 adjustment (whether a net receive a label, write the correct number at Changes have also been made to the losses from the sale, exchange, or a. Section 263A Uniform Capitalizartion first return to which section 263A appliespositive or a net negative adjustment) the top of the return . installment method. Effective for involuntary conversion of assets used in a Rules- The uniform capitalization rules was filed before October 21, 1988 . andallocable to each corporate activity. A corporation that does not have an EIN dispostions after 1987, the installment trade or business activity. Ordinarypins or of section 263A require corporations to Form 3115 and the section 263A checklist

9. Identify any gross income from sources should apply for one on Form SS-4, method is no longer available for dealer losses from the sale, exchange. or capitalize or include in inventory certain were not filed with that return (or Formthat are specifically excluded from passive Application for Employer Identification dispositions of property . In addition, the involuntary conversions of assets of rental costs incurred in connection with the 3115 was filed without the section 263Aactivity gross income . including: income Number . Obtain this form at most IRS or proportionate disallowance rules of section activities must be reported separately on production of real and personal tangible checklist), Form 3115 (or a copy of the
from intangible property if the shareholder Social Security Administration offices . Send 453C have been repealed for dispositions Schedule K as part of the net income (loss) property held in inventory or held for Sal previously filed Form 3 115) a nd the section
is an individual and the sharehokler's Form SS-4 to the same Internal Revenue after 1987. However, a dealer disposition trom the rental activity in which the e m
personal efforts significantly contributed to Service Center to which Form 1120S is does not include : (1) the disposition of the ordinary course of business. Tangible 263A checklist must be attached to the first

property was used. personal property produced by a taxpayer return filed after October 20, 1988 Identifythe creation of the property; income from a mailed . If the EIN has not been received by property used or produced in tire trade or In addition to the ordinary gains or losses includes a film, sound recording, video, the change at the top of page I of For m
qualified low-income housing project (as the filing time for Form 1120S, write business of farming, or (2) certain 0
defined in section 502 of the 1986 Act) 'Applied for" in the space for the EIN . See dispositions of timeshares and residential from the corporation's attached Form tape, book, or similar property . The rules 3115 by printing or typing Automati c

conducted through the corporation : income Publication 583 for additional information . lots if the taxpayer elects to pay interest 4797. Sales of Business Property, that are also apply to personal property (tangible Change in Accounting Method Under 0

from state . local. or foreign income tax reported on line 4, a corporation that is a and intangible) acquired for resale Section 263A .' See Notice 88-92 for -1Item E. Total 111,11111111ML-Enter the total under section 453(IX3) . See the Partner in a partnership must include its Taxpayers subject to the rules are mquired details . 'arefunds; and income from a covenant not to assets, as determined by the accounting instructions for line 20, item I .
of Schedule partnership share of ordinary gains (losses) The requirement to file Form 3115 or thecompete (in the case of a shareholder who method regularly used in maintaining the K- 1 for information regarding this interest to capitalize not only direct costs but an 0

is an individual and who contributed the corporation's books and records . at the end of that must be passed through to each from sales, exchanges, or involuntary or allocable portion of most indirect costs section 263A checklist does not apply to In
covenant to the corporation) . the corporation*s tax year. It there are no shareholder . See section 453(l) for more compulsory conversions (other than (including taxes) that benefit the assets any corporation required to change it s

casualties or thefts) of file partnership's 03
10. Identify any deductions that are not assets at the end of the tax year, enter the information . produced or acquired for resale. Interest accounting method under section 263A

trade or business assets . expense paid or incurred in the course of with respect to property produced by thePassive activity deductions. total assets as of the beginning of the tax year. Effective for tax years beginning after Do not include any recapture of expense production must be capitalized and is corporation to be used in the corporation's
11 . If the corporation makes a full or Item G. ConsWidated Audit ProcedureL- 1987. the installment method has also deduction for recovery property (section governed by special rules . For more trade or business (but only if th e

partial disposition of its interest in another With certain exceptions, the tax treatment of been repealed for installment obligations 179) See the instructions for Schedule K-1 . information, see Notice 88-99, 1988-36 corporation's average annual gross receipts
entity. identify the gain (loss) allocable to S corporation items is determined at the S arising from dealer dispositions of property line 20, and the instructions for Form

4797 I .R.B . 29 . The uniform capitalization rules for the 3 tax years preceding the year ofeach activity conducted through the entity, corporation level in a consolidated audit after February 28, 1986 . and before fo, more information . also apply to the production of property change do not exceed $10 million).and the pin allocable to a passive activity proceeding, rather than in separate January 1 . 1988 . If the corporation was
that would have been recharacterized as proceedings with individual shareholders . reporting these obligations on the Line 5 constructed or improved by a taxpayer for Exception-Section 263A(d) provides an
nonpassive gain had the corporation Check the box for item G if any of the installment method, the pin that remains Other Income use in its trade or business or in an activity exception to the section 263A rules for
disposed of its interest in property used in following apply: to be recognized as of the first day of the engaged in for profit . certainS corporations engaged in farming .Enter any other taxable trade or business Section 263A does not apply to personal Shareholders of S corporations which arethe activity (because the property was 1 . The S corporation had more than 5 corporation's first tax year beginning after income not listed above and explain its es property acquired for resale if the not required to use the accrual method of
substantially appreciated at the time of the shareholders at any time during the tax year 1987 must be included in income as a nature on an attached schedule

. Exampl taxpayer's annual average gross receipts accounting may elect to deduct currentlydisposition, and the pin represented more (for this purpose a husband and wife, and section 48 I(a) adjustment over a period not of other income are: (1) interest income are $10.000,000 or less . It does not apply the preproduction costs of certain plantsthan 10 percent of the shareholder*s total their estates . are treated as one to exceed 4 tax years . The rules of Revenue derived in the ordinary course of the
pin from the disposition). shareholder) ; or Procedure 84-74 are used to figure the corporation's trade or business such as to timber or to property produced under a and animals that were deductible under

12. Identify the following iterns with 2. Any sharehokher was other then a amount includible each year, except that interest charged on receivable balances long-term contract . See exception below for prior law . Because the election to deduct
respect to activities which may be subject to natural person or the section 481(a) adjustment must be (For details on other interest income, certain corporations engaged in farming . these expenses is made by the shareholder,
the recharacterization rules under estate; or included in income at a rate no slower than Patronage dividends, etc . that is gross The rules do not apply to property which is the farming corporation should not Co3. The small S corporation (5 or Less of contraction

of
produced for use by the taxpayer if capitalize such preproductive expenses bu ttemporary regulations section 1 .469-2T(f): shareholders) has elected as provided in the rate the corporation's income derived in the ordinary course of a

(a) net income from an activity of renting Temporary Regulations sect ;on 301 .624 1- dealer installment obligations. Do not trade or business. see temporary substantial construction occurred before should. instead, separately report these
substantially nondeprecia include in the section 481(a) adjustment regulations section I .469-2T(cX3XiiXA) March 1, 1986, expenses on line 17 of Schedule K. and

ble prcf~erty ; IT(cX2Xv) to be subject to the rules for any gain that is taken into account under through (GA (2) recoveries of bad debts In the case of inventory. some of the each shareholder's share on line 20 o f
(b) the lesser of equity-financed interest consolidated Proceedings . indirect costs that must now be capitalized, Schedule K- 1 . See Temporary Regulations "n
income or net passive in from an For more information on the consolidated section 81 I(cX6) of the 1986

Act deducted in earlier years under the specific are administration expenses, taxes, section 1 .263A- IT(c) for definitions and
0equity-financed lending caorniveity- (transition rule for sales of real property by charge-off method ; (3) the amount of credit . otherdetails.audit procedures for S corporations. see dealers). Similarly, the section 481(a) for alcohol used as a fuel that was figured insurance costs, compensation paid to

(c) net rental activity income fmm sections 6241 through 6245, Temporary adjustment is not affected by section on Form 6478. Credit for Alcohol Used as officers attributable to services . rework b. Meals and Entertainment Expense-
property that was developed (by the Regulations section 301 .624 1-IT, and 81 I(cX7) of the 1986 Act. which permits Fuel~ (4) the amount of the credit for labor, and contributions to pension, stock For 1988, the amount deductible for 3shareholder or the corporation), rented. Publication SSC Examination of Returns, the delayed payment of certain tax for sales Federal tax on gasoline and special fuels to bonus, and certain profit-sharing, annuity, business meals and entertainment expens eand sold within 24 months after the Appeal Rights, and Claims for Refund, of personal property by dealers . Both of the extent that it reduced your income tax or deferred compensation plans . Current is generally limited to 80% of the amount

Ilment deductions may be claimed for research otherwise allowable . For information on therental of the property commenced; Gross Income these rules continue to apply to insta (see Form 4 136 for details) ; (5)
refunds of and experimental costs under section 174 . 80% limitation and other limitations and(d) net rental activity income from the Caution : Report only trade or business obligations ansing out of dealer dispositions taxes deducted in earlier years ; ari d

rental of Property by the corporation to a activity income or loss on lines Is through 6. occurnng after February 28, 1986, and (6) section 481 income adjustments (show Intangible drilling costs for oil arvd gas arid special rules, see the instructions for line 19
trade or business act" in which the Do not report rental activity income or before January 1 . 1988. Include the the computation of the 481 income on an geothermal property . and mining and of page 1 . Form 1120S . and line 10, item e,
shareholder had an interest (either 0

exploration and development costs are still of Schedule K. CL
directly of indirectly) ; and portfolio income or loss on these fines . amount reportable as income in 1988 on attached schedule) . Do not include th se

Rental actwity income and expenses and line Is, page 1. and attach a computation. items requiring separate computations by separately reported to shareholders for c . Section 291 Uniltations.-If the S
(a) net royalty income from intangible portfolio income and expenses am reported The change of accounting method is treated shareholders that must be reported on purposes of determinations under sections corporation was a C corporation for any of
property if the shareholder acquired the separately on Schedule K. See instructions asmitiated by the taxpayer and made with Schedule K . (See the instructions for 59(e) and 613A(cX 13) . Temporary the 3 immediately preceding years, the
shareholder's interest in the corporation for lines 2, 3, and4 ofSchedule K fordetails. IRS consent . Schedules K and K- 1 .) Do not offset current Regulations section 1 . 263A-1T specifies corporation may be required to adjus t
after the corporation created the For dealer dispositions of property before year's taxes with tax refunds . other indirect costs that may be currently deductions allowed to the corporation for 0-41,Note : Do not include any income that is tax Iintangible property or perfo ed exempt in lines I through 5, or any March 1, 1986, dispositions of property I I 'othe r income* consists of on ly one deducted and those that must be depletion of iron ore and coal. intangibl esubstantial services or incu ffrmed capitalized with respect to production or drilling and exploration costs. and the C
substantial costs in develo . nondeductible expenses in lines 7 through used or produced in the trade or business of item, identify it by showing the account , resale activities. For more information, see amortizable basis of pollution control 0pingor 19. However, these income and expense farming, and certain dispositions of caption in parentheses on line 5. A separate Temporary Regulations section 1 .263A- IT . facilities . See section 291 for figuring the 0-6.marketing the intangible property . items are used in Iguring the amount for timeshares, and residential lots reported schedule need not be attached to the return Generally, corporations required to amount of the adjustment

. It an item of
-13 . With respect to credits, identify fine 23 or 24 ofSchedule L . Also. see under the installment method, enter on line in this case.

separately the credits from the corporation instructions for line 17 of Schedule K and 13 the gross profit on collections from change their method of accounting under expense is passed through separately and 0
that are associated with each activity Do not net any expense item (such as

line 20 of Schedule K-1 . installment sales and carry the same interest) with a similar income item . Report section 263A must complete section A figured at the shareholder level . the section :3
conducted by or through the corporation . A corporation that receives any exempt amount to line 3. Attach a schedule all trade or business expenses on lines 7 (items la, 3a, 3b. 4a, 11, and 12) and 291 limitations do not apply.

14. With respect to credits being taken income other than interest, or holds any showing the following for the current year through 19 . section D of Form 3115 (Rev . 11-87 or d . Business Startup Expenses-
on a qualified progress expenditure basis, property or eng .3es in an activity that and the 3 preceding years: (a) gross sales, later) and the section 263A checklist Section 195 provides that an election may
identify the activity in which the property produces exempt income, must itta h to its (b) cost of goods sold, (c) gross profits, (d) Deductions contained in Notice 88-92, 1988-34 I .R.B . be made to amortize business start-up
will be placed in service upon completion of return an itemized statement showing the percentage of gross profits to gross sales, Caution : Report only trade or business 23 (reprinted as Publication 1426, expenses over a period of at least 6 0
the expenditures. amount of each type of exempt income and (e) amount collected . and (f) gross profit on activity related expenses on lines 7 through Automatic Chanle in Method To Comply months.

the expenses allocated to each type . amount collecteb. 19. Do not report rental activity expenses or With Section 26 A), for each trade or
0. Transactions Between RelatedSpecific Instructions Line

1
Line 2 expenses related to portfolio income on business to which section 263A applies

. Taxpayers.-See section 267 for rules on
Item B . Business CodeNo.- these lines, Expenses related to rental You may choose your own format for

See"COdes Gross receipts Cost of goods sold andlor operations activities and portfolio income are reported re roducing the questions and answers for treatment of losses, expenses, and interest
for Principal Business Activity" on page 19 Enter gross receipts or sales from all trade or See the instructions for Schedule A . thee section 263A checklist referred to in the on transactions between related taxpayers .

business operations except those you repor t-4, of these instructio
on lines 4 and 5. Page 7 Page 8

Cn



-4
all Line 7 lega%,Zuccession, and gift taxes; or taxes Line 14 Enter amounts paid for fringe ben fits on section 162, which permits a deduction for taxable income (see ta

.
xable incom e

eTCompensation of officers report elsewhere, such as in Schedule A . Depreciation behalf of em ployees and shareholders ordinary and necessary expenses, and after instruction below), it must pay the tax .

Enter on line 7 the total compensation of all Do not deduct section 901 foreign taxes. Enter depreciation expense from Fo owning 2% or less of the corporation's other provisions of section 274 . which Complete a separate schedule using the

officers, rm stock. These amounts are deductible by the disallows a deduction for certain format of lines I through I I of theThese taxes are reported separately on line 4562 . Include amortization expense from corporation, but amounts paid on behalf of entertainment expenses . Expenditures for worksheet below to figure the tax . Enter the
Line
8 15 of Schedule K . Form 4562 on line 19. more than 2% shareholders are not meals or beverages are disallowed to the tax on line 22a . page 1 . Form I I 20S. and

See section 263A(a) for informatlongn Do not include any expense deduction for deductible by the corporation and are extent they are lavish or extravagant . See attach the computation schedule to FormSalaries and wages capitalization of allocable costs (inc uding recovery property (section 179) on this line. reported separately on line 10 of Schedules sections 274(k), (m), and (n) for exceptions . 1120S .
Enter on line 8a the amount of total salaries taxes) for any property . This amount is not deductible by the K and K. 1 . See section 1372 for additional Because of the phase-in provisions of Reduce each item of passive income
and wages (other than salaries and wages Note : Taxes, includingstate and local sales corporation . Instead, it is passed through to information . section 274(IX2), skybox rental expenses passed through to shareholders by its
deducted elsewhere on your return) paid or taxes, paid or accrued in connection with the shareholders on line 8 of Schedule K- I (or
incurred for the tax year . the acquisition or disposition of business on a statement attached to Schedule K- 1). Line 19 will generally have to be separately reported portion of tax on line 22a . See section

Enter on line 8b the applicable jobs credit property must be added to the cost of the Other deductions on line 10 of Schedule K. See the 1366(fX3) .

from Form 5884 . Jobs Credit . See property, or, in the case ofa disposition, Line 15 instructions for item a, line 10 of Schedule Taxable Income (line 9 of the worksheat)
0

Instructions for Form 5884 for more subtracted from the amount realized. See
Depletion Enter any other authorized deductions K for more details on skybox expenses . Line9 income is defined in section 1374(d) .

information. section 164 .
Do not report depletion deductions for oil related to any trade or business activity for . Generally, no deduction is allowed under You figure this income by completing lines 1 0which there is no line on page I of the . section 212 for fees, travel, and meals and through 28 of Form 1 120 . U .S, Corporation -4

If a shareholder or a member ofthe Line 13 and gas properties on this line . Each return . Do not include those items requiring lodging expenses incurred in connection Income Tax Return . Include the Form 1120 M
family of one or more shareholders of the Interest shareholder figures depletion on these separate computations which must be with investment seminars or similar computation with the workshee t
corporation lenders services or furnishes properties under section 613A(cX 13) . See reported separately on Schedules K and K . 1 . mee 0
capital to the! corporation for which Include on line 13 only interest incurred in the instructions for line 17 of Schedule K and tings. computation you attach to Form 1120S. -1Do not include qualified expenditures to Note : The corporation cannot deduct an You do not have to attach the schedules, 0)reasonable compensation is not Paid, the the trade or business activity(ies) of the line 20 of Schedule K- I for information on oil which an election under section 59(e) applies- expense paid or incurred for a facility (such etc ., called for on Form 11 20 . However, you 0-6.RS may malie adjustments in the iterns corporation that is not claimed elsewhere and gas depletion that must be supplied to See instructions for line 20 of Schedule K- 1 as a yacht or hunting lodge) that is used for may want to complete certain Form 1 12 0
taken into account by such individuals and on the return . the shareholders by the corporation . for details on treatment of these items . an activity that is usually considered schedules, such as Schedule D (Form M
the value ofsuch services or capital. See Caution: Line 17 Include on line 19 the deduction taken entertainment, amusement, or recreation . 1 120), if you have capital gains or losses .
section 136fi(e). a Do not include interest expense on Pension, profit-sharing, etc

., plans for amortization . See instructions for Form (The corporation may be able to deduct the Line 22b.-If the corporation made its
Line 9 debt used to purchase rental property or

Enter the deductible contributions not 4562 for more information
. expenses if the amount is treated as election to be an S corporation befo e

Repair
debt used in rental activities for which claimed elsewhere on the return made by

In most cases, you may not take a compensation and reported on Form W-2 January 1, 1987, and its net capital gain .
income or loss is reported on lines 2 and 3 deduction for any part of any item allocable for an employee or on Form 1099-MISC for line 10, Schedule D (Form 1120S), is

S the corporation for its employees under a to a class of exempt income . (See section an independent contractor.) See $25.000 or less, the corporation is not liableEnter . cost of incidental repairs related of Schedule K. qualified pension, profit-sharing, annuity, or 265 for exceptions .) Items directly Publication 463. Travel, Entertainment, for capital gains tax . If the net capitali farn isto any trade or business activity, such as b. Do not include interest expense which Simplified Employee Pension plan (SEP). attributable to wholly exempt income must and Gift Expenses, for more details . more than $25,ODO, seel ristructions 0 Partlabor and supplies, that do not add to the is clearly and directly allocable togross and under any other deferred compensation be allocated to that income . Items directly Do not deduct penitIties imposed on the lVof Schedule D (Form 120S) to determinevalue of the property or appreciably prolong income that is portfolio or investment plan .' attributable to any class of taxable incom eits life . New buildings. machinery. or income which is reported separately on line corporation such as those included in the if the corporation is liable for the Part IV Tax
Permanent ii nprovements that increase the 13a of Schedule K. if the corporation contributes to an must be allocated to that taxable income . General Instruction on Interest and Imposed on Certain Capital Gains . -
value of the property are not deductible . Individual Retirement Arrangement (IRA) If an item is indirectly attributable both to penalties . If the corporation made its election to be
They ate chargeable to capital accounts and Do not include interest expenses on debt for employees, include the contribution in ta ble income and to exempt income, an S corporation after December 3 1 .1986 ,required to be allocated to the production of salaries and wages on page 1, line Be or a 1xa a in Line 21 C0may be depreciated or amortized. cate reasonable proportion of the ite see the instructions for Part V of Schedule Dqualified property. Interest that is allocable Schedule A, line 3, and not on line 17 . to each, based on all the facts in each case. Ordinary Income (loss)Do not include section 179 expense to certain property produced by an S to determine if the corporation is liable for 00
items . See instructions for line 8 of corporation for its own use or for lemust Employers who maintain a pension, profit Attach a statement showing (1) the This is nonseparately computed income or the Part V Tax Imposed on Certain Built-i n
Schedules K and K- 1 for details on reporting spaceration sharing, or other funded deferred amount of each class of exempt income and loss as defined in section 1366(aX2) Gains . 0be capitalized

. In addition, the cor compensation plan, whether or not qualified (2) the amount of expense items allocated attributable to trade or business activities Of Note: For purposes offirre I I of Part lVan dthese items to shareholders
. must also capitalize any interest on debt under the Internal Revenue Code and to each such class . Show the amount the corporation . This income or loss is line 19 of Part V of Schedule D, taxablethat is allocable to an asset used I produce nLine 10

the above property . A shareholder(may have whether or not a deduction is claimed for allocated by apportionment separately . entered on line 1 of Schedule K. income is determined in section
Bad debts reholder heicurrent tax year, generally are required Section 464(f) limits the deduction for Line 21 income is not used in figuring line J375(bXJX9) and is generally figured in 0to capitalize interest that the she tto I le one of the forms listed below : e e nd,1 e'

of S

corporation' 22a or
22b tax . See instructions for line 22a the same manner as taxable income for line -1Generally, S corporations must use the incurs during the tax year with respect to en

a' x
a tof u I
g

specific charge-off method of accounting the production expenditures of the S Form 5500, Annual Rertum/Report of rt

~ d rl og that use

the cash method for figuring taxable income for purposes of 9 of the worksheet for line 22a of Form
3g g I -for bad debts, and deduct business bad

cot 10 1

. se
.

",z of
Ot r

mu rgorati n . Similarly. interest incurred by Employee Benefit Plan (with 100or more for ac n and who pre,
'd

ex rnsas
line 22a or 22b tax. 1120S.

debts when they become wholly Or partially an corporation may have to be capitalized participants) . eed fert e,7an he fa
worthless . by a shareholder with respect to the Form 5SOO-C, Return/Report of Employee supplies, and the cost of poultry are more Line 22 Line 22c .-Include in the total for line 22c

the following :
If the corporation was required blithe shareholder's own production expenditures . Benefit Plan (with fewer than 100 than 50% of other deductible farming Line 22a .-If the corporation has always Section 47 Recapture Tax

.-Section
1986 Act to change from the reserve The information required by the participants). expenses. Generally, any excess (amount been an S corporation, the excess net

method of computing bad debts. the shareholder to property capitalize interest Form 5500-R, Registration Statement of over 50%) may be deducted only in the tax passive income tax does not apply to the 137 I(d) provides that an S corporation is

balance in any reserve for bad debts is for this purpose must be provided bythe year the items are actually used or corporation . If the corporation has liable for investment credit recapture
Employee Benefit Plan . Complete the consumed . See section 464(f) for more sutichapter C earnings and profits (defined attributable to credits allowed for tax 'its CLgenerally required to be included in incomat corporation in an attachment for line 20, applicable form for each plan with fewer information . for which the corporation was not anratably over a 4-year period . See item k, of Schedule K-1 . See section in section 1362(dX3XB)) at the close of itsthan 100 participants. Note for travel, meal, and entertainment tax year . has passive investment income corporation .

Publication 548 for more information . 263A(f) and Notice 88-89,1988-36 I .R .B
. Form 55OOEZ. Annual Return of One. expenses. Generally, the amount the that is in excess of 25% of gross receipts . Include the corporation's section 47

Line 12
29, for additional information

. Participant (Owners and Their Spouses) corporation is allowed as a deduction for and has taxable income at year end, the recapture tax in the total amount to beTemporary Regulations section 1 - 163-8T Pension Benefit Plan . Complete this form meal and entertainment expenses is limited corporation must pay a tax on the excess entered on line 22c . Write to the left of theTax" gives rules for allocating interest expense for a one-Participant plan . , to 80% of the amount that would otherwise net passive income . Complete lines 1 line 22c total the amount of recapture taxEnter taxes paid or incurred on business among activities so that the passive activity nalties for failure to file be allowable . The 80% limitation of section through 3 and line 9 of the worksheet below and the words 'section 47 tax,* and attachproperty for carrying on a trade or business, limitation, investment interest limitation, There are pe C
if not reflected in cost of goods sold. Federal and the personal interest limitation can be these forms on time and for overstating the 2 74(n) is applied after determi ning the to make this determination . It line 2 is Form 4255, Recapture of Investment

0
import duties and Federal excise and stamp properly figured . Generally, interest pension plan deduction. otherwise allowable deduction under greater than line 3 and the corporation has Credit, to Form I 120S.

taxes are deductible only if paid or incurred expense is allocated in the same manner as Line IS Worksheet for Line 22 a
in carrying on the trade or business of the debt is al"ted . Debt is allocatedby I . Enter gross receipts for the tax 4 . Excess passive investment in. 0

corporation . Taxes incurred in the tracing disbursements of the debt proceeds Employee benefit programs year (see section 1362(dX3XC) come-Subtract line 3 from line 2 8 . Excess net passive income-
production or collection of income, or for the to specific expenditures . These regulations Do not deduct on this line any payments for: for gross receipts from the sale of Multiply line6 by line 7

management, conservation, or maintenance give rules for tracingdebt proceeds to (1) Fringe benefits for any 2% shareholder. capital assets)~ . . . . . 5. Enter expenses directly con .
riftled with the production of in . 9 . Enter, taxable income (see in .

of property held for the production of expenditures . A *2% shareholder" means any person who come on line 2 (see section structons for taxable income

income, may be considered to be deductible 2
. Enter passive investment income

1375(bX2)). . . . . . . above) . . . . . . . . .See temporary re ulations section owns on any day during the tax year more as defined in section .
only under section 212 . These are not 1 .163-8T for specialrules on allocation of than 2% of the outstanding stock of the S 1362(d)(3)(D)' . , , , , 10. Entersmallerof line 8 or9
deductible on line 12 ; they are reported interest expense, transitional rules, and corporation or stock possessing more than 6 . Net passive income-Subtract

line 5 from line 2 . . . . . 11. Excess net passive incomeseparately on Schedules K and K- 1 . line 10. other details . 2% of the total combined voting powerof 3 . Enter 25% of line 1 (if line 2 is tax-Enter34% of line 10 .
Do not deduct taxes assessed against Generally . prepaid interest can only be any stock of the corporation . less than line 3, stop here. You 7 . Divide amount on line 4 by Enter here and on line 22a. page

local benefits that increase the value of the deducted over the period to which the (2) Any payments deducted on line 17 for are not liable for this tax.) amount on line 2 . . . . . % 1 . Form 1120S . . . . .

property assessed (such as for Paving . etc.); prepayment applies . See section 461(g) for fringe benefit programsor retirementprograms .

Federal income taxes ; estate . inheritance, -Inc e and expenses on lines 1 . 2, and 5 are from total operations for the tax year. This includes applicable income and expenses from page 1, Formdetails
. 1120OSm as well as those that are reported separately on Schedule K . See sec:tions 1362(d)(3)(D) and 1375(b)(4) for exceptions regarding lines 2 and 5 .

Page 9 Page 10



LIFO Recapture Tax.-The corporation In line Be, check the method(s) used for of section 263A costs paid or incurred The corporation's net unrealized built-in Revenue Service, Attention : Substitute If there was a change in stock ownershipmay be liable for section 136Nf) recapture valuing inventories . Under "lower of cost or during the tax year not included on lines 2 pin is figured as of the lst day of the Ist Forms Program Coordinator, TR :R :R. 1111 during the tax year . each shareholder' sof LIFO benefits . If the corporation made its market," market generally applies to and 3 . See Temporary Regulations section year it is an S corporation. See the Constitution Avenue, NW, Washington, DC percentage of ownership is weighted for theelection to be an S corporation after normal market conditions when there is a 1 .263A- 1T for more information . instructions for Part V of Schedule D (Form 20224. number of days in the tax year that stockDecember 17, 1987, and used the LIFO current bid price prevailing at the date the Une 4b .-Enter any other inventoriable 11 20S) for details on figuring the gain . You may be subject to a penalty if you file was owned . For example, A and 8 each heldinventory pricing method for its last tax year inventory is valued. When no regular open costs paid ir incurred during the tax year Enter in Rem R the corporation's net a substitute Schedule K- I that does not 50% for half the tax year arid A. 8, and Cbefore its S election became effective, the market exists or when quotations are not ente'r% on lines 2 through 4a . unrealized built-in gain at the beginning of conform to the specifications of Rev . Proc . held 40% .40%, arid 2D% . respectively, forcorporation may be liable for LIFO nominal because of inactive market Line 6.-See Temporary Regulations the tax year. This is the net unrealized 88-7, 1 .R . B. 1988-3, dated January 19, the remaining half of the tax year . Therecapture. conditions, use fair market prices from the section 1 .263A- IT for details on figuring built-ingain reduced by prior year's net 1988 . percentage of ownership for the year for A.The LIFO recapture tax is figured for the most reliable sales or purchase transactions the amount of additional section 263A costs recognized built-in gain
. See section Shareholder's Distributive Share Items B . and C is figured as follows and is thenlast tax year the corporation was a C that occurred near the date the inventory is to be capitalized and added to ending l374(cX2)and(dX1) . entered in item A.corporation . See the instructions for Form valued. For additional requirements, see inventory, Items of income, loss, deductions, etc ., ar eI I 20/1120A for details . The LIFO tax is Regulations section 1 .471-4 . c

Schedule K and Schedule K- I % %allocated to a shareholder on a daily basis, b.paid in 4 equal installments . The first inventory may be valued below ost when Additional Information according to the number of shares of stock of total % t. .
1, 0installment is due with the corporation's the merchandise is unsalable at normal Be sure to answer the questions and provide Shareholder's Share of Income, held by the shareholder on each day during - stK1 a, held ft

Form 1 120 (1120A) for the corporation's prices or unusable in the normal way other information in items I through R. the tax year of the corporation. See itemA 0cCredits, Deductions, Etc. JP50% 50% :2
last tax year as a C corporation, and the 3 because the goodsare "subnormal" (that is Question L in the Une-by-Une Instructions. 40 r~V .1.

so 20 41%

YJ~50rfections, shop A transferee shareholder (rather than the 8 so soremaining deferral installments are paid because of damage, impe Foreign financial accounts transferor) is considered to be the owner of _ 40 50
. 2with the corporation's Form 1 120S for the wear, etc.) within the meaning of Purpose 20

03 succeeding tax years . Include each year's Regulations section 1 .471-2(c) . Such goods Check the Yes box if either item I o,r 2 below stock on the day it is transferred . c 20 50

.0 1.

-1installment in the total amount to be may be valued at a current bona fide selling applies to you . Otherwise, check the No box. Schedule K is a summary schedule of all
0)the shareholders' share of the Special rule--If a shareholder terminates -Total . . . . . . . too%entered in line 22c, page 1 . Form 1120S . price less direct cost of disposition (but not 1 . At any time during the year, the his or her interest in a corporation during th eWrite to the left of the total on line 22c the less than scrap value) when five taxpayer corporation had an interest in signature corporation's income. deductions, credits, tax year, the corporation, with the If there was a change in stock ownershipcial accountinstallment amount and the words 'LIFO can establish such a price . See Regulations or other authority over a finam 9!r etc, Schedule K- I shows each concurrence of all shareholders (including during the tax year, each shareholder'stax'. section 1.471 .2(c) for additional in a foreign country (such as a bank shareholder's separate share. A

copy of the one whose interest is terminated) . may distributive share items (lines 1-20 ofrequirements . account, securities account, or other each shareholder's K- I is attached to the elect to allocate income and expenses, etc . Sc hedule K- 1) ca n also be figured on a dailyLine
23 If this is the first year the 'last-in-first- financial account) . Exception : Check No if Form 1120S filed with the IRS. A

copy is as if the corporation's tax year consisted of 2 basis, based on the percentage of stockLine 23a .-Enter total tax deposited with out' (LIFO) inventory method was either either of the following applies to you, kept as a part of the corporation's records, tax years, the first of which ends on the date held by the shareholder on each day. SeeForm 70D4. adopted or extended to inventory goods not 9 The combined value of the accounts was and the corporation gives each of the shareholder's termination . To make sections 1377(aXI) and (2) for details . CIf the corporation elects to claim the previously valued under the LIFO method, $ 10,000 or less during the whole year, shareholder a separate copy
. the election, the corporation must file a Item 0 (Schedule K-1 only).-Enter theoverpaid windfall profit tax (overpayment) as provided in section 472 . attach Form a The accounts were with a U .S . military Be sure to give each shareholder a copy statement of election with the return for the Internal Revenue Service Center addressfor its shareholders, it will complete Form 970, Application To Use LIFO Inventory . banking facility operated by a U .S . financial of the Shareholder's Instructions for tax year of election and attach a statement6249 and include the overpayment from Method, or a statement shaiving the institution . Schedule K- I (Form 1120S) .These where the tax return, to which a copy of this

Part IV of Form 6249 as a part ofthe total instructions are available, separately from of consent signed by all shareholders . If the K- I was attached, was or will be filed .information required by Form 970, with 2. The corporation owns mom than 50% election is made, write "Section 1377(aX2) Item C (Schedule K-1 only).-Enter theentered on line 233. Also, write to the left of Form 1 1206 and check the LIFO box in line of the stock in any corporation that would Schedule K- 1 . at most IRS offices
. Election Made" at the top of each Schedule tax shelter registration number assigned tothe line 23a total the amount of the 8b . In line 8c, enter the amount or percent answer the question 'Yes" based on Item 1 Note : Instructions pertinent only to line K- 1 . See section 1377(aX2) and Temporary the corporation by IRS or provided to theoverpayment and 'OWPT .* Note: The (estimates may be used) of total closing above. items reported on Schedule K-1 may be Regulations section 18 .1377-1 for details . corporation by other pass through entities .windfall profit tax does not a" to crude oil inventories covered under section 472 . Get form TO F 90-22. 1 . Report of Foreign Prepared andgiven to each shareholder in

S ecific Instructions Special reporting requirements forremoved a IferAugust 22, 19M. If you have changed or extended your Bank and Financial Accounts, to see if the lieu of the instructions printed by IRS. PLI no 23c.-I f the S corporation 'is a inventory method to LIFO and have had to corporation is considered to have an interest General Instructions (Schedule K only) corporations with multiple actitiftles .-If
items of income, loss, deduction, or creditbeneficiary of a trust and the trust makes a 'write up- your opening inventory to cost in in or signature or other authority over a Enter the total distributive amount for each from more than one activity (determined forsection 643(g) election to credit its the year of election, report the effect of this financial account in a foreign country (such The corporation is liable for taxes on lines applicable line item on Schedule K . purpose of the passive activity loss andestimated tax overpayments to its writeup as income (line 5, page 1) as a bank account, securities account, or 22a . b, and c . page 1, Form 11 20S

(Schedule K- I only) credit limitations) are reported online 1, 2,beneficiaries. include the corporation's Shareholders are liable for income iax onproportionately over a 3-year period that other financial account)
. heir share of the corporation's income On each Schedule K- 1 : complete the date or 3 of Schedule K- 1, the corporation mustshare of the overpayment (reported to the begins in the tax year you made this

Ifquestion L is checked Yes, file form M I provide information for each activity to its 0corporation on Schedule K-1 (Form 1041)) elextion . (See section 472(d).) (reduced by any taxes paid by the spaces at the top; enter the names . -1in the total amount entered i F 90-22 .1 byJune 30,1989, with the corporation on income) and must include addresses, and identifying numbers of the shareholders . See Passive Activityin line 23c . Also Section 263A Unffwm Capitalization Department of the Treasury at the address their share of the income on their tax return shareholder and RoWin6 Requirements under Passiv ego_ corporation ; complete .3
write to the left of the line 23c total the Rules .-The uniform capitalization rules of shown on the form. Form TO F 22 .1 is whether or not it is distributed to them. items A through E ; and enter the Activity mltationsattheendofthe!Mount of the overpayment and the words section 263A are discussed in general in not a tax return, so do not file it with Form Unlike partnership income, S corporation shareholder's distributive share of each General Instructions for details on the (Asection 643(g) election" . the instructions for Limitations on 1120S . income reported to shareholders on item . Schedule K- I must be prepared and reporting requirements .deductlarniat the beginnin ofthespecific Form TD F 90-22 .1 can be obtained from Schedule K- 1 is not self-employment income given to each shareholder on or before the Special reporting requirements for at .rfskSchedule A instructions for lines 7-1 9

.%.
those IRS Forms Distribution Centers. and is not subject to self-employment tax . day on which Form 1120S is filed. activities .-If the corporation is involved ininstructions before completing Schedule A .

Also, if question L is checked Yes, write The total distributive share items (column Note: Space has been provided on line 20 one or more at-risk activities for which aCost of Goods Sold and/or Also see Notice 88-86, 1988-34 IRS 10, the name of the foreign country or (b)) of all Schedules K- I should equal the (Supplemental Schedules) of Schedule K-1 loss is reported on Schedule K. 1, the CLOperations and Notice 88-99. 1988-36, IRS 29, for countries . Attach a separate sheet if you amount reported on the same lineof foryou to provide information to corporation must report informatio nmore information on section 263A uniform need more space . Schedule K. Lines 1 through 16 of Schedule shareholders . This space, it'sufficient, separately for each at-risk activity . Seecapitalization rules
. Item R-Complete, item R if the K correspond to lines 1 through 16 of should be used in place ofany applicable section 4 65(c) for a defi n ition of at . ris kCost ofOperations Line 4a.-An entry is required on this line corporation : (1) filed its election to be an S Schedule K- 1 . Other lines do not correspond, schedules required forany lines on activities. The information is reported in the 0)if the entry on line 2, page 1, Form I 120S . only for corporations electing a simplified corporation after December 31, 1986; (2) but instructions will explain the differences. Schedule K-1, or other amounts not shown Supplemental Schedules space for line 20 0-0.is for the cost of operations, complete method of accounting . For corporations was a C corporation before it elected to be in lines ],through 19 ofSchedule K.1 . of Schedule K- 1 . or on an attachment ta -1Schedule A, even if inventories are not electing the simplified production method . an S corporation ; and (3) has net unrealized Substitute Forms Please be sure to identify the applicable line Schedule K-1 if more space is needed . Cused. additional section 263A costs are generally built-in gain (defined in section 1374(dX 1)) You do not need IRS approval to use a number next to the information entered The following information must be shown : 0Inventory valuation methods those costs, other than interest, that were at the beginning of its tax year. substitute Schedule K- I if it is an exact below line 20. 1. A statement that the information is a P-WYour inventories can be valued at : (&)Cost, not capitalized or included in inventory The corporation is liable for section 1374 facsimile of the IRS schedule, or if it breakdown of at-risk activity loss amount(s) . -

(b) cost or market value (whichever is costs under the corporation's method of tax if (1), (2), arid (3) above apply and it has contains only those lines the taxpayer is Line-by-Line Instructions 2 The identity of the at-risk activity, the 0lower), or (c) any other method approved by accounting immediately prior to the n required to use
. and the lines have the same loss'amount for the activity, other income .effective date in Temporary Regulations let recognized built-in gains (section Item A (Schedule K. I onty) .-If there was Zthe Commissioner if that method conforms 374(dX2)) for its tax year

. numbers and titles and are in the same order no change in shareholders or in the relative deductions, and other information that
cato the provisions of the applicable section 1 263A- IT that are now required to as on the com pa rable I RS Schedu le K- 1 . 1n relates to the activity .be capitaitzed under section 263A, For Section 633(dX8) of the Tax Reform Act interest in stock the shareholders ownedregulations cited below. of 1986 provides transition relief from the either case, your substitute schedule mustTaxpayers using erroneous valustion corporations electing the si lified resale du rin~g, .the taxnyeeda r. enter the percentage of 3 . Information relating to qualifiedin include the OMB number, and either (1) the tote kow

method, additional section 219A costs are built-in pins tax for certain assets. by each shareholder nonrecourse financing for an activity ofmethods must change to a method However, the relief rule does no! apply to Shareholder's Instructions for Schedule K-1 during the tax year For example, if holding real property . For losses after 1986 .permitted for Federal income tax purposes. generally those costs incurred with respect assets whose disposition result in ordinary (Form 1 120S) or (2) instructions pertinent shareholders X and Y each owned 50% for the at-risk rules were extended to cove rTo make this change, file For to the following categories: off-site storage income and to capital assets :1d 6 months only to the items reported on Schedule K-1 the entire tax year, enter 50% in item A for losses incurred in the holding of realmore rn
3115.

For or warehousing : purchasing; handling, or less
. See the instructions for Part Vof (Form 1120S) .

each shareholder. Each shareholder's property. Section 465(bX6) provides thatprocesst aging; and
information, see Regulations section 'ng, assembly and repack Schedule

D (Form 1120S) and Revenue Other substitute Schedules K-1 require distributive share items (lines 1-20 of qualified nonrecourse financing is treated1 .446- I(eX3) and Rev . Proc . 84-74, general and administrative costs (mixed approval
. You may apply for approval of a as amounts at-risk in the case of activities

1984-2 C .B . 738. service costs) . Enter on line 4a the balance Ruling 86-141 . 1986-2 C.B . 151, for more s Schedule K- 1) are figured by multiplying theinformation. ubstitute form by writing to : Internal Schedule K amount on the corresponding of holding real property . See Publication
Page I I Page 12 line of Schedule K by the percentage in A. 925 and section 465 for more information-4 on qualified nonrecourse financing .4



00
Items D and E (Schedule K-1 only) item L--Check the box in item E if any line Date Space (lines 2 and 3).- If item E is (Form 1066)) ; excess inclusion (line 2c of through to its shareholders. Show the total b. Any penalty on early withdrawal of

Items D and E.-Section 469(l) provides 1 . 2, or 3 activity was not a pre-enactment checked and a rental activity was started or Schedule Q (Form 1066)) ; and section 212 section 179 expense on line 8 of Schedule K savings (other than reported on line 9)

for a phase-in of the disallowance of losses activity (as defined above). Also, if item E is acquired after October 22, 1986, enter the expenses (line 3b of Schedule Q (Form and attach Form 4562 to Form I 120S. The because the corporation withdrew funds

and credits for passive activities . However, checked, enter the date or startup or date (month, day . year) specified in item E 1066)). Because Schedule Q (Form 1066) limitations of Section A. Part 1, of Form from its time savings deposit before its

the phase-in provisions only apply to losses acquisition in the date space on line 1. 2, or Una 3, Income and Expenses of Other is a quarterly statement, the corporation 4562 apply separately to the S corporation maturity.
c. Soil and water conservation

and credits attributable to pre-enactment 3 (or on an attached schedule it income or Rental Activithm-Enter on lines 3a and must follow the Schedule Q (Form 1066) and to its shareholders.

interests . Generally. a pfe-enactment loss from more than one activity is reported 3b of Schedule K (line 3 of Schedule K-1) Instructions for Residual Holder to figure Report each individual shareholder's pro expenditures (section 175) .

interest is a qualified interest in a pre- on line 1, 2, or 3) . Unless an activity is a the income and expenses of rental activities th amounts to report to shareholders for rata share of the total expense online 8 of d. Expenditures paid or incurred for the

enactment activity. A "qualified interest' pre-enactment activity . the benefits of the other than the income and expenses th : corporation's tax year . Schedule K- 1 . Do not complete line 8 of removal of architectural and transportation
means stocV, in the corporation held on phase-in provisions are not allowed reported an lines 2a and 2b (or line 6as Una 5.-Enter gain (loss) under section Schedule K- I for shareholders that are barriers to the elderly and handicapped

October 22 . 1986. arid at all firms regardless of when the shareholder acquires explained in the line 2 instructions above). 123 1 . Do not include net gains or losses estates or trusts . In addition . show in the which the corporation has elected to treat

thereafter. However. stock acquired after his or her stock . See regulations section If the corporation has more than one rental from involuntary conversions due to Supplemental Schedules space for line 20 as a current expense . Do not deduct these

October 22, 1986, pursuant to a binding 1 .469-1 1T for other details . activity reported on line 3, see Passive casualties or thefts on this line . Instead, of Schedule K-1 (or on an attached expenditures on page I of Form I 120S . See 0
written contract in effect on October 22 . Lines I through 16 (Schedules K and K-1 Activity Reporting Requirements in the report them on line 6. statement it more space is needed) the section 190 .

1986, is considered acquired on that date . unless otherMse noted) General Instructions for details on the Line G .-Enter any other item of income or following information: seat
0

Except as stated above. ownership Una 1, Ordinary Income (Loss) From information to be reported for each activity . loss not included on lines 1-5, such as:
a. Skybox or other private luxury box 19

The information for each activity may be
1. Each shareholder's share of each item of rental expenses subject to limitations under

V
interest attributable to stock acquired after Trade or Business Activilly(les) .-Enter a. Wagering gains and losses (section information on lines 1 through 5 of Section section 274(IX2) . If the corporation leases a

October 22. 1986, is not pre-enactment amount from line 2 1 . page 1 . Enter the r aported in the line 20 Supplemental 165(d)). A, Part 1 . of the Form 4562 the corporation skybox or other private luxury box for more 0

inte . est. Accordingly. passive activity losses income or loss without reference to (1) Schedules space, or on an attachment . If an
b. Recovery of tax

.
benefit items (section completed . Shareholders use this than one event, the rental expenses ar e

and credits attributable to ownership shareholders' basis in the corporation at-risk activity loss is reported on line
3, see

111) .
information, with information from other limited under section 274(IX2XA) to the

interest acquired after October 22 . 1986 . (section 1366(d)), (2) shareholders'section the Spechil reporting requirements for sources, to complete their Form 4562 . face value of nonluxury seat tickets
at-risk activities . Also see Rental c. Any gain or loss where the corporatio n

do not quality for the phase-in provisions . 465 at-risk limitations, or (3)shareholders' 2. If the shareholder's section 179 expense generally held for sale to the public, 0
section 4169 passive activity limitations

. activities other than rental real estate was a trader or dealer in section 1256 is attributable to more than one activity, multiplied by the number of seats in suc h
A 'pre-enactment activity* is generally an activities under Passive Activity contracts or property related to such identify the activity(ies) and any section box . The amount disallowed under section

activity that was conducted by the corpora- These limitations. if applicable. are Limitations in the General Instructions for contracts . See section 1256(f). 179 property associated with.the 274(IX2XA) is phased in over a 3-year
tion on October 22 . 1986 . However. a pre- determined at the shareholder level. a definition and other details on other rental d . Net gain (loss) from involuntary activity(ies). pe iod as provided by section 274(IX2XB) .
enactment activity also includes an activity If the corporation is involved in more than activities . conversions due to casualty or theft. 110

that was acquired or constructed pursuant one trade or business activity . see Passive The section 179 expense is limited to The 80% limitation of section 274(n) then 0-0.
Unes 4o through 4f, Portfolio Income a . Loss(es) from qualified low-income $ 10,000. Certain other limitations also applies to the amount allowed after the

to a written binding contract in effect on Activity Reporting Require... in the (Loss).-Enter portfolio income (loss) on housing projects for shareholders that are apply. See the instructions for Form 4562 limitations of section 274(IX2XA), and also
August 16 .1986. General Instructions for details on th e

information to be reported for each activity . lines 4a through 4f . See Portfolio Income qualified investors . for more information. If recapture of the to the phase-in amount allowed under
Item D .-'Enter in item D the shareholder's The information for each activity may be under Passive Activity Limitations in the Una 7 .-Enter the amount of charitable section 179 expense is required, report the section 274(IX2XB) .
weighted percentage increase in stock General Instructions and Publication 925 Because the phase-in rule is controlle d
a nership lor the 1988 tax year . Generally, reported in the line 20 Supplemental contributions paid by the corporation during necessary information on line 17 of by

awshareholder has a percen geincreasein Schedules space, or on an attachment . If an for a definition of portfolio income. Do not its tax year. Attach an itemized list that . Schedule K and line 20of Schedule K .I . the shareholder's tax year, rather than the

ownership if his or her stocktaoiNnershipat at-risk activity loss is reported on line I see reduce portfolio income by expenses Separately shows the corporation's Each shareholder makes the section 179 corporation's tax year, the section 274(IX2)

any time during the corporation's 1988 tax the Special reportina requirements ii~r allocated to it. Such expenses (other than charitable contributions subject to the 50%, recapture on his or her individual tax return expenses are separately reported to

at-risk activities in the Specific Instructions interest expense) are reported on line
9 of (000

year was greater than the percentage of Schedules K and K- 1 . Interest expense
30% . and 20% limitations. if the section 179 expense was claimed in a shareholders . Unless the corporation knows

00ownership held by the shareholder on for Schedules K and K-1 . allocable to portfolio income is generally If the corporation contributes property prior year. the beginning date of a shareholder's tax

October 22, 1986. and all times Date Space (line 1, Schedule K-1). .71f investment interest expense and is reported other than cash and the aggregate amount Depreciation, amortization, or investment year, the attachment for line 10 must show

thereafter. If a shareholder disposes of item E is checked, and a trade of business on line 13 of Schedules K and K-1 . of the claimed value exceeds $500, Form credit may not be taken on any amount for each shareholder's share of the deductible

stock after October 22 . 1986. and the activity was started after October 22 . 1986. Unes 4a and 4b.-Enter only taxable 3283,Noncash Charitable Contributions, which a deduction is allowed under section amount under tax law provisions effective 0

percentage of ownership immediately after enter the date (month, day, year) specified interest and dividends that are portfolio must be completed and attached to Form 179. for tax years beginningin 1988 arid for tax

the disposition is less than that ownedon in item E . income. Interest income derived in the
I 120S . The corporation must give a copy Of Una 9. Deduction's Related to Portfolio years beginning in 1989. If a shareholder's

October 22 . 1986. this lesser Percentage is tine 2, Income and Expenses of Rental ordinary course of the corporation's trade its Form
8283 to every shareholder if the

aIn[ 1coaramble
.-to Epnotiefrool in Iiinnceo9mteheotehxepiretnhsaens tax year is known

. it is only necessary t o

considered to be the percentage owned on Real Estate Activitles .-Enter on lines 2a value of an item or group of similar items of rsehpaorerthtohe deductible amount for the 0

October 22, 1986 . For example, in the case and 2b
of Schedule K (line 2 of Schedule or business, such as interest charged on contributed property exceeds $5,ODOeven lder't specific tax year. _q

receivable balances, is reported on line 5. interest expense. Generally. these expenses
of a calendar year corporation; if K-1) the income and expenses of rental though the amount allocated to each are section 2 12 expenses a nd a re subject to U If there was a gain (loss) from a

page I Form 1120S . See regulations shareholder is $5,000 or less . For property section 212 limitations at the shareholder casualty or theft to property not used in a
shareholder Z had 40% ownership on real estate activities of the corporation . sectio~ 1 .469 .2T(cX3). (A
October 22, 1986, and later disposed of that does not meet the $5,000 filing level . Generally, interest expense related to trade or business or for income producing

stock on December 1 . 1986 . which resulted If the corporation has income or loss from Unes 4d ohd 49 .-Enter on line 4d the net requirement. the corporation does not have portfolio income is investment interest purposes . provide each shareholder with
in a 20% ownership immediately more than one rental real estate activity short-term capital gain or loss (reduced by to furnish the shareholders with its Form expense and is reported on line 13a of the needed information to complete Form

afterwards . then any additional ownership reported on line 3, see Passive Activity any applicable taxes) from Ii ne 4 of 8283. However, the corporation must Schedules K and K-1 . 4684, Casualties and Thefts.

in 1988 that is above 20% would result in a Reporting Requirements in the General Schedule D (Form I 120S) that is portfolio provide shareholders with their share of fai r
Instructions for details on the information to income. Enter on line 4e the net Ion term Note: Section 274(hX7) Provides that no Fringe benefit expenditures for mc~re

percentage increase for Z for 1988 . capital gain or loss (reduced by any
9- market valu ; for property valued between deduction is allowed under section 212 for than 2% shareholders . See the instructions

Any Percentage increase is weighted for be reported for each activity
. The $500 and $ .000 in order for individual expenses allocable to a convention, for line 18, page 1, of Form I 120S for

information for each activity may be applicable taxes) from line 7 of Schedule 0 shareholders to complete their own Form seminar, or similar meeting. Because these details on section 1372 frix benefit
t he n umbe r of days in 1988 the increased reported in the line 20 Supplemental (Form I I 20S) that is portfolio income .It 8283. See the Instructions for Form 8283

Schedules space, or on an attachment . If an any income or loss from lines 4 and 7 of expenses are not deductible by expenditures to be separate y reported .
percentage is held . In the case of Z above. if for more information. e

,

the 20% oNned after December 1 . 1986, at-risk activity loss is reported on line 2 . see Schedule D is not portfolio income (i .e . shareholders, the corporation does not Credits
was increased to 50% for the last 6 months the Spodal roportintl roquirements for transactions on Schedule D result in income If the corporation made a qualified report these expenses on line 9orline i a
of the corporation's 1988 tax year, the 3D% conservation contribution under section The expenses am nondeductible and are Note: If the corporation has credits from -9

increase (50% less 20% - 3096)
is weighted at-risk mthiftles in the Specific Instructions or loss that is attributable to the 170(h), also include the fair market value of reported as such on a schedule for line 17 more than one trade or business activity on

by 50% (6 months of tax year - 50%).
The for Schedules K and K- 1 . corporation's normal trade or business), do the underlying property before and after the of Schedule K and on line 20 of Schedule line I I a or 12, and more than one rental C)

weighted percentage increase for item D Do not report on lines 2a and 2b (for not report this income or loss on lines 4 d

shareholders that are qualified investors) and 4e . Instead, report it on line 1 -1 donation. as well as the type of legal . K-1 for each shareholder. activity on line I 1b, I 1c, I Id, or I le, it

would be 1. 5% (30% x 50% - 15%). Schedu and K-1 . If the mco~;~, loss interest contributed, and describe the Una 10, Other Deductlons-Enter any must report separately in the line 20
the income and expenses of certain bles K

Note : A shareholder does not have to isattri utable to more than one activity, conservation purpose furthered by the
qualified low-income housing projects for donation. Give a copy of this information to ther deduc ions not included on lines 7, 8. Supplemental Schedules space of Schedule 0

acquire stock in the corporation's 1988 tax report the income or loss amount separately :nd 9, such tais : K- 1, or on an attachment if more space is
which losses are incurred. These losses are each shareholder . needed, the amount of each credit and

year to have a percentage increase for exempt from the passive activity limitations for each activity in the line 20 Supplementa l
1988. For example, itstock acquired by under section 502 of the Tax Reform Act of Schedules space of Schedule K- I and Una B.-An S corporation may elect under 0 . Amounts (other than investment provide any other applicable activity

shareholder Z in 1987, causes Zs- 1986. Report such loss(es) on line 6 of identify the activity to which the income or section 179 to expense part of the cost of interest required to be reported on line 13a information listed in Passive Activity

percentage ofownership after the Schedule K- I and attach a statement loss relates
. recovery property that is section 38 of Schedules K and K . 1) paid by the Rieporting Requirements under the

acquisition to be greater then on October identifying the loss. See section 502 for Una 4f.-Enter any other portfolio income property (defined in section 48(a)) that the corporation that would be itemized General Instructions for Passive Activity

22.1986, and Zs 1987 increased corporation purchased this year for use in deductions on any of the shareholder's UniltationlL

ownership is held during any part of 1 988,
definitions arid other information on not reported on lines 4a through 4e . its trade or business or rental activities. income tax returns if they were paid directly Una I In.-Enter on line I In of Schedule K

ase for
qualified low-income housing projects . If the corporation holds a residual interest Complete Section A of Part I of Form 4562 by a shareholder for the same purpose .

then Z will ham a percentage inicre Nato : Ifa qualified * ha in a REMIC. report on an attachment for the jobs credit computed by the corporation

1988. and item D ofSchedule K-1 should report the income sprdoleelpterissesa Jorrn& line 4f (or in the Supplemental Schedules to figure the corporation's sectioni 179 These amounts include, but are not limited that is attributable to a trade or busines s

be completed. The percentage increase is gain on line 2. Also, report income and space for line 20 of Schedule K- 1) each expense . The corporation does not deduct to, expenses under section 212 for the

weohted rt a umberofdaysin]988
the expense itself but passes the expense production of income other than from the activity . Enter on line 1 ld or 1 le the *ohs

expenses for shareholders that are shareholder's share of taxable income (net corporation's trade or business . credit attributable to rental activiiies. ge

the stock is eld. nonqualified investors on line 2. . loss) from the REMIC (line lb of Schedule Q jobs credit is figured on Form 5884 and the

Page 13
Page 14 form(s) is attached to Form I I 20S.



Enter each shareholder's share of the more than one credit is involved . all other in the line 20 Supplemental Schedules space Tax Preference and If there are any items of income or exceeds $150.000 . See section 56(aX6)jobs credit on lines I Ia . 1 Id . or I le of credits (other than credits on lines I Iti or of Schedule K-1, or on an attachment if deductions for oil . gas, and geothermal and the instructions for Form 6251 forSchedule K-1 . 11c) related torental real estate activities. more space is needed . Adjustment Items properties included in the amounts Mt are more information .
Line I I b.- Section 42 provides for a low- Show on line I ld of Schedule K-1, or list b. Creditswhich are figured bythe Unes 14a through 14f,-Enter items of required to be passed through separately to e Charitable contributions of appreciated
income housing credit that may be claimed separately in the Supplemental Schedules shareholder rather than the S corporation income and deductions that are tax the shareholders on Schedule K- 1, give property.-Provide shareholders with theirby owners of low-income residential .rental space for line 20 of Schedule K-1 if more include : preference or adjustment items. See Form each shareholder a schedule for the line on distributive share of the amount of th e6251, Alternative Minimum which the income or deduction is included difference between the fair market value ofbuildings . The credit is generally for than one credit is involved. the Regular and energy investment tax Tax-Individuals, and Publication 909 . and which shows the amount of income or capital gain property donated by thebuildings placed in service after 1986 . If shareholder's distributive share of all other credit

.- Complete the applicable parts of Alternative Minimum Tax, to determine the deductions included in the total amount for corporation to a charitable organization .shareholders are eligible to claim the low- credits (other than credits on lines 11 b or Form 3468 for property that continues to amounts to enter and for other information . that line . Do not include any of these direct and the corporation's adjusted basis in theincome housing credit, complete the I Ic) related to rental real estate activities
. quality for the regular investment credit and Do not include as a tax preference item pass through amounts on lines 14e(l) or donated property . See section 57(a)(6) .

applicable parts of Form 8586, Low-income These credits may include any type of Credit th investment credit . Attach Form ualified expenditures to which an 14e(2) . The shareholder is told in the Losses from passive farming activities-Housing Credit, and attach it to Form listed in the line 12 instruction . 276WIerform 1 120S. See Form 3468 and :ny q
lection under section 59(e) may apply . Shareholder's Instructions for Schedule K- I No loss from any tax shelter farm activity is

0

11 20S . Enter the credit figured by the Une I I@.-Enter any credit related to other related instructions for information on Because these expenditures are subject to (Form
1 120S) to adjust the amounts on allowed for minimum tax purposes . Se e

corporation on Form 8586, and any low- rental activities for which income or loss is eligible property . Do not include that part of an election by each shareholder, the lines 14e(l) and 14e(2) for any other section 58(a) and the instructions for Form
0

income housing credit received from other reported on line 3 of Schedules K and K- 1 . the cost of property the corporation has corporation cannot compute the amount of income or deductions from oil, gas, or 6251 for information on this adjustmen t
entities in which the corporation is allowed Une 12

.-Show on line 12 of Schedule K, or elected to expense under section 179 . any tax preference related to them . Instead, geothermal properties included on lines 2 item .
to invest, on 11 b(l) or I I b(2)

as explained list separately if more than one credit is Also, the corporation must reduce the the corporation must pass through to each through 10 and 20 of Schedule K . I in order * Passive activity IDss .-Provide
below. The corporation must also complete involved

. all other credits (other than credits basis of regular and energy credit property by shareholder the information needed to to determine the total income or deductions shareholders with any needed information (in 0and attach Form 8609 .
Low-income or expenditures shown or listed for lines I Ia any credit allowable for the property . See compute the deduction . Each shareholder from oil, gas, and geothermal properties for addition to the information given in items D I

Housing Credit Allocation Certification
. to through 1 Ia of Schedule K attached to Form section 48(q) and Publication 572, General computes both the deduction he or she will the corporation. and E and on lines I through 3 of Schedule 03Form 1120S . See the Instructions for Form 1120S) . Show on line 12 of Schedule K-1, or Business Credit, regarding adjustments to be claim and the resulting tax preference item, Figure the amount for lines 14e(l) and K- 1~to figure this adjustment item

. See 0.0.8586 and Form 8609
for information on in the Supplemental Schedules space for line made to the basis of investment credit, if any

. 14e(2) separately for oil and gas properties section 58(b) for more information. (D
completing these forms . Note

: No credit 20 if more than one credit is reported, each property as well as to the shareholders Unes 148 and 14b
.-Figure the which are not geothermal deposits and for e Any other information needed t ocan be claimed with respect to any building shareholder's distributive share of all other adjusted basis in stock of the corporation, preference items for lines 14a and 14b all properties which are geothermal complete Form

6251 not listed above or onin a qualified low-income housing project for credits (other than credits or expenditures Show in the line 20 Supplemental based only on property placed in service deposits
. lines 14a through 14e .

which any person was allowed to claim a shown or listed for lines
I Ia through I le of Schedules space of Schedule K-1, or on an before 1987 . Give the shareholders a schedule tha tloss from the project by reason of not bei~f Schedule K- 1). See the listing below for types attached schedule if more space is needed, Una 14c

.-Figure the adjustment item for shows the separate amounts that are Foreign Taxessubject to the passive activity limitation s
section 469 (see section 502 of the Tax of credits or other information that could be each shareholder's share of the line 14c based only on property placed in included in the computation of the amounts Lines 15& through 15g.-In addition t oReform Act of 1986 for details) . reported. corporation's investment in regular service after December 31 . 1986 (and on lines 14e(l) and 14e(2) . the instructions below, see Form I 116, -1Line I I b(I).-If the corporation invested a . The following credits are also figured at investment credit or energy credit property. property placed in service after 7 .3 1-86 and Una 14*(1) . -Enter the aggregrate Computation of Foreign Tax Credit- .in a partnership to which the provisions of the corporate level and then apportioned to Indicate the lines of Form 3468 on which before 1- 1-87 for which the corporation amount of gross income (within the Individual, Fiduciary, or Nonresident Aliensection 420X5) apply, report on line 1 Ib(I) persons who are shareholders of the the shareholder should report each elected to use depreciation methods meaning of section 613(a)) from all oil, gas, Individual, and the related instructions .the low-income housing credit the section corporation in accordance with stock property . Also, identify the activity and the applicable to property placed in service after and geothermal properties received or Line I 5& .-Enter the type of income from420X5) partnership reported to the ownership : income or loss reported on Schedule K-I for 1986) . accrued during the tax year that was outside the U .S . as follows:corporation on line 12b(l) of the 1988 * Credit for alcohol used as fuel. Complete the activity. Refigure depreciation as follows : For included on page 1, Form 1 120S. e Passive incomeSchedule K-I (Form 1065). and attach Form 6478. Credit for Alcohol Investment Interest property other than real property and Line 14e(2) . -Enter the amount of any * High withholding tax interest income ODLine I lb(2).-Report on line I Ib(2) any Used as Fuel, to Form 1120S. Unes 13a and 13b property on which the straight line method deductions allocable to oil . gas, and * Financial services income COlow-income housing credit not reported on e Credit for increasing research activities . Lines 13a and 13b must be completed was used, use the 150 percent declining geothermal properties reduced by the 9 Shipping incom eline I lb(I) . This would include credits Complete and attach Form 6765, Credit for whether or not a shareholder is subject to balance method, switching to straight line excess intangible drilling costs that wer eforthelstta year when that method gives included on page 1, Form 11 20S, on * Dividends from an IC-DISC or former DISC 0related to any building in a project the Increasing Research Activities (or for the investment interest rules

. a better result. Use the class life (instead of properties for which the corporation made * Distributions from Foreign Sale scorporation itself owned . or credits received claiming the orphan drug credit), to Form Pan".-
Corporation (FSC) or former FSC

Une 13a . Investment Interest Ex the recovery period) and the same an election to expense intangible drilling 'T1from a partnership that was reported to the 1120S .
Include on this line the interest property conventions as you used on Form 4562 . For costs in tax years beginning before January * General limitation income (all other incomecorporation on line 12b(2) of the 1988 * Nonconventional source fuel credit . allocable to debt on property ;ield for

0Schedule K- I (Form 1065). e Unused regular investment credit from investment purposes. Property held for personal property having no class life, use 1 . 1983 . Do not include nonproductive well from sources outside U .S . . including income
Une I 1c.-Enter total qualified cooperatirm . investment includes property that prod 12 years . For residential rental and costs included on page 1 . . from sources within U .S . possessions)I uces nonresidential real property. use the Figure excess intangible drilling costs as If, for the country or U.S. possessionrehabilitation expenditures related to rental * Unused energy investment credit from investmen income (interest . dividends, straight line method over 40 years . follows: From the allowable intangible shown an line 15b, the corporation had morereal-estate activities of the corporation, and cooperatives . annuities, royalties, etc.)

. Determine the depreciation adjustment by drilling and development costs (except for than one type of income, enter "More thanfor line 1 1c of Schedule K . complete the
9 C edit for backup withholding on Investment interest does not include subtracting the recomputed depreciation costs in drilling a nonproductive well), one type" and attach a schedule for eachapplicable lines of Form 3468 that apply to .

r interest expense allocable to a passive from the depreciation claimed on Form subtract the amount that would have been type of income for lines 15b through 15g .qualified rehabilitation expenditures for dividends, interest, or patronage dividends . activity . A passive activity is a trade or 4562. If the recomputed depreciation allowable if the corporation had capitalized Une 15b .-Enter the name of the foreignproperty related to rental real estate The nonconventional source fuel credit is business activity in which the shareholder exceeds the depreciation claimed on Form these costs and either amortized them over country or
U .S . possession . If, for the typeactivities of the corporation for which figured by the corporation on a separate does not materially participate or a rental 4562, enter the differene as a n

.7ative the 120 months that started when of income shown on line 15a . theincome or loss is reported on line 2c of schedule prepared by the corporation . This activity. amount. See the instructions for orm 6251 production began, or treated them corporation had income from . or paid taxesSchedule K . See Form 3468 for details on computation schedule must also be Report investment interest expense only and Form 4562 for more information
. according to any election the corporation to, more than one foreign country or U .S .qualified rehabilitation expenditures . Attach attached to Form I 120S. See section 29 for on line 13a of Schedules K and K- 1 . Do not Une 14d .-Do not include any depletion made under section 57(bX2). possession, enter " More than one foreignForm 3468 to Form 1120S . computation provisions and other special report it on any other line of Schad lesK on oil and gas wells

. The shareholders must See section 57(aX2) for more information . country or U.S. possession" and attach a- I report the rules for figuringthis credit
. u (AFor line I 1c of Schedule K and K- 1 or on page I of Form 1 120S compute their depletion deduction Une 14f .-Show in the line 20 schedule for each country for lines 15a and V.S .expenditures and show in the Supplemental If the corporation is a member of a The amount on line 13a will be deducted separately under section 613A. Supplemental Schedules space of Schedule 15c through 15g. 14Schedules space for line 20 of Schedule K. cooperative that passes an unused regular by individual shareholders on For 1040 In the case of mines, wells, and other K- 1, or on an attached statement if more Line 15c .-Enter in U.S. dollars the total C1 . or on an attached statement if more investment credit or unused energy after applying the investment inte'rest natural deposits, other than oil and gas space is needed

.each shareholder's share income fro sources outside the U.S. 0
space is needed. a listing of the investment credit through to its members, expense limitations of section 163(d). The wells, enter the amount by which the of: Iffacsh a schedulemthat shows each type ofshareholder's pro rata share of the these credits are in turn passed through to section 163(d) limitations are figured on deduction for depletion under section 611 9 Amortization of certified pollution control income as

follows

:
corporation's qualified rehabilitation the corporation's shareholders . Form 4952. Investment Interest Expense (including percentage depletion for facilities .-Enter the amount by which the * Passive i'nconie 0expenditures for property related to rental If the corporation has only one of the Deduction

. geothermal deposits) is more than the amortization deduction the corporation took 9 High withholding tax interest incom e
real estate activities for which income or above 6 credits, enter the amount of the Enter the total investment income adjusted basis of such Property at the end of for 1988 is more than the depreciation * Financial services income
loss is reported on line 2 of Schedule K-1 . credit in the amount column of line 12 and reported on lines 4a through 4f of Schedule the tax year

. Figure the adjusted basis deduction otherwise allowable . e Shipping incomeNote: Qualified rehabilitation expenditures identify the type of credit and the activity to K on line 13b(I). Enter on line 13b(2) the without regard to the depletion deduction 9 Completed contract method of 9 Dividends from an IC-DISC or former DISC
for property that is not related to rental real which it relates in the space to the left of the total expenses related to investment income and figure the excess separately for each accounting for long-term contracts

.-Useestate activities must be listed separately amount. If the corporation has More than included on line 9 of Schedule K. property. * Distributions from Foreign Salesfor line I le of for line 12 of Schedule K-1 . one credit . enter the total credits on line 12 Sharehoklers use their share of the lines Unes 14e(l) and 14e(2)
.-Generally, the r0equired for minimum tax purposes' See

I the percentage of completion method is corporation (FSC) or former FS CLine I Id.-Show an line I Id of Schedule K and list the amounts of the credits on an at- 13b(l)
and (2) amounts to complete certain amounts to be entered on these lines are section 56(aX3) and the instructions for General limitation income (all other incomeor list separately on an attache4 statement if' tachment for line 12 of Schedule K . List lines an Form 4952. See the instructions for not the total corporation income or Form 6251 for more information from sources outside U.S. . including incomeproperties . =Ijeach shareholder*s share of each credit Form 4952 for more information . deductions as, and geothermal

e Installment method of accounting- Line sod-Enter in
U.S. dollars the total

from urces within U.S. possessions ),ly,

they are only the Applies to sales of inventory or stock i nincome and deductions included on page 1 . trade after 3/1/86 and sales of business or pplicable deductions and losse sForm I 120S . that are used to figure the :ftributable to income on line 15c . Attach aamount on line 2 1, page 1 . Form 1 1 20S . rental property where the sales pric e
Page 15 Page 16to .



00
schedule that shows each type of deduction property . or if there is a decrease in ther 1 . Any information or statements the your own separate reconcifiation ofboak account except to reduce the account for sections 1362(dX3XB) and 312 for other
or loss as follows : business percentage before the end of the corporation is required to furnish to . Income Of (loss) to tax return income or distributions made under section 1375(d) details. If the corporation has sutichapter C

e Expenses directly allocatfle to each type "life-years category" or "recovery period" shareholders to allow them to comply with (loss) Make sure that all items of income, (as in effect before the enactment of the E&P, it may be liable for tax imposed o n

of income listed above ass ed . For more information, see Form requirements under section 6111 loss, and deductions reported on page 1, Sutichapter S Revision Act of 1982) . See excess net passive income. See instructions
Publication 572, and section 48(q) . (registrate Pro rata share of all other deductions not 42

; ion of tax shelters) or 6661 Form I 120S, and on Schedule K of Form Distributions instruction below for the for Ii ne 22a, page 1, of Form 11 20S for

directly allocable to specific items of income The corporation itself is liable for (substantial understatement of tax) . 112OSare used in fi uning lines 2,3, 5, 6, order of distributions from the account . details on this tax .

a Pro rate share of losses from other investment credit recapture in ci rtain cases . 1. If the corporation is involved in farming and 7 of Sch Each shareholder's right to nontaxable Una 27 .-Combine lines 23 through 26 .

separate limitation categories
. See instructions for line 22c, page 1, Form or fishing activities, report the gross income Line 23-The "accumulated adjustments, distributions from PTI is personal and column (a) and column (c), and enter the

Una 15e-Enter in U .S . dolia is the total I 120S, for details. from these activities to shareholders . account" (AAA) is to be maintained by all S cannot be transferred to another person . totals in line 27, column (b) and column (d) .

foreign taxes (described in section901) If. Any information needed by a corporations. The corporation is required to keep records In most cases . the totals should equal the

that were accrued by the corporation or Other Items shareholder to complete the interest due At the end of the tax year, if the of each shareholder's net share of PTI . beginning and ending balances of the

paid to foreign countries or U .S . Line 17 (Schedule K) .-Attach a under section 453A(c) . If an obligation corporation does not have accumulated tained earninfs other corporation's retained earnings shown in its
possessions . Attach a schedule that shows statement to Schedule K to report the arising from the disposition of real property earnings and profits (E&P), the AAA is tLheen t2hat -reEpnotreterdrion lines 23, 2 and 25. general ledger. If line 27, column (d), does
the clate(s) the taxes were paid or accrued, corporation's total income, expenditures, or too which section 453A applies is determined by taking into account all items Other retained earnings include th

.

a not agree with the corporation's books,
00and the amount in both foreign currency other information for items a through 0 of utstanding at the close of the year, each of income, loss, and deductions for the tax appropriated and unappropriated retained attach a schedule explaining th e

and in U .S . dollars, as follows : the line 20 (Schedule K-1) instruction below . shareholder's tax liability must be increased year (including nontaxable income and earnings accumulated in prior years when differences . Note: The schedule asked for

• Taxes withheld at source on dividends Una 20 (Schedule K-1).-Enter in the line by the tax due under section 453(c) on the nondeductible losses and expenses). See the S corporation was a C corporation at the top ofSchedule M, Form 1120S, will 1011

• Taxes withheld at source on rents and 20 Supplemental Schedules space of shareholder's allocable share of the tax section 1368 for other details . After the (section 1361(aX2)) or a small business usually exf1ain any net differences. Ifso, an
0

royalties Schedule K- 1 . or on an attached schedule if deferred under the installment method . year-end income and expense adjustments corporation'prior to 1983 (section 137 1 of additiona schedule is not reQuired. -1
iccrued more space is needed, each shareholder's 1. Any information needed by a are made, the account is reduced by prior law). Generally, the Scor rationhas Distributions 0)if po9 Other foreign taxes paid or a share of any information asked for on lines shareholder to compute the interest due distributions made during the tax year . See a balanceon line 26only ithadending

Line 15f.--Enter in U .S. dollars the total I through 19 that is required to be reported under section 453(IX3) . If the corporation the Distributions instruction below for balances in appropriated or unappropriated Generally, property distributions (including
reduction in taxes available for credit. Attach elected to report the dispositions of certain
• schedule that shows separately the'. in detail

,
and items a through a below. distribution rules. retained earnings prior to 1987 (lines 23 cash) are applied to reduce balance sheet

Please identify the applicable line number timeshares and residential lots on ft At the end of the tax year, if the
- and 24 of Schedule L of the 1986 Form equity accounts in the following order:

• Reduction for foreign mineral income next to the information entered in the installment method, each shareholder's tax corporation has accumulated E&P . the 1120SorFor 1120)andhasnot a. Reduce AAA.lf distributions during the
• Reduction for failure to furnish returns Supplemental Schedules space . Show liability must be increased by the m
required under section 6038 shareholder's allocable share of the interest AAA is determined by taking into account distributed this retained earnings . tax year exceed the AAA at the close of the

income or gains as a positive number . Show the taxable income, deductible losses and If the corporation maintained separate tax year, he AAA is allocated pro rate to
e Reduction for taxes attributable to losses with the number in parentheses . on tax attributable to the installment I
boycott operations (section 908) payments received during the taxable year

. expenses, and nondeductible losses and accounts for appropriated and each distribution made during the tax year.
s. Tax-exempt interest income. Include expenses for the tax year . Adjustments for unappropriated retained earnings . it may See section 1368(c).

9 Reduction for foreign oil and gas exempt-interest dividends the corporation m. Any information needed by a nontaxable income are made to the other want to continue such accounting for b. Reduce shareholders' PTI account for
extraction income (section 907(a)) realized as a shareholder in a mutual fund shareholder to properly capitalize interest adjustments account as explained in five purposes of preparing its financial balance any section 1375(d) (as in effect before
a Reduction for any other items (specify) or other regulated investment company . as required by section 263A(f). See item a line 24 instruction below . See section 1368. sheet . Also, if the corporation converts to C January 1, 1983) distributions . A distribution

Una 15g.-Enter in U .S . dollars any items b . Nondeductible expenses incurred by under Limitations on deductions on page 8 After the year-end income and expense corporation status in a subsequent year, it from the PTI account is tax free to the extent
not covered in lines 15c. I So, 15e, and 15f. the corporation . for additional information . adjustments are made, the account is will be required to report its retained of a shareholder's basis in the account .

Una 16 (Schedule K-1).-Enter total c. Taxes paid on undistributed capital n . If the corporation is a closely-held S reduced by distributions made during the earnings on separate lines of Schedule L of c . Reduce retained earni.Taccoun o
distributions made to each shareholder gains byra regulated investment company . corporation (defined in section 260(b)) and tax year. See the Distributions instruction Form 1120.

of accumulated E P is t

other than dividends reported on line 18of As a she e it entered into any long the extent
holder of a regulated investment -term contracts after below for distribution rules . If line 26 has a beginning balance for d. Reduce the other adjustments

Schedule K. Noncash distributions of company, the corporation will receive notice 2-28-86 that are accounted for under either Note : The AAA may have a negative 1988, and the account contains C0

appreciated property are valued at fair on Form 2439, Notice to Shareholder of the percentage of completion-capitalized balance at year end. See section 1368(e). account.

market value. See Schedules L and M Undistributed Long-Term Capital Gains cost method or the percentage of accumulated earnings and profits (E&P)
,

instructions for ordering rules on that the company paid tax on unclistrib~ted completion method . it must attach a Line 24.~The "other adjustments* the only adjustments made to accumulated a. Reduce any remaining shareholders'

distributions. capital gains. schedule to Form I I 20S showing the account is maintained only by corporations E&P are
: equity accounts .

that have ac umulated E&P at year end. ions, distributions are made from the retained TillUna 18 (Schedule K).-Enter total d. Gross income and other inf information required in items (a), (b), and 1 . reductions for dividend clistributi If a section 1368(eX3) election is made ,

ormation (c) of the line 2 instructions for Form 8697 The accountc adjusted for tax-exempt 2 . adjustments for redemptions . ' earnings account before the AAA . If the
dividends paid to shareholders from relating to oil and gas well properties that income (and'rselated expenses) of the liquidations . reorganizations. etc ., and co poration has PTI and wants to makeaccumulated earnings and profits contained are reported to shareholders to allow them Interest Computation Under the Look-Back r

0

Method for Completed Long-Term corporation . See section 1368 . Afte r
in retained earnings (line 26 of Schedule Q . to figure the depletion deduction for oil and adjusting for tax-exempt income, the 3 . reductions for section 47 recapture tax istributions from retained earnings bieffiotre

Report these dividends to shareholders on gas well properties . See section Contracts . It must also report the line 2 for which the corporation is liable . making distributions from PTI, it may
amounts to its shareholders as specified in account is reduced for any distribution s

Form 1099-DIV . Do not report them on 613A(cXl3) for details . the line 2 instructions for Form 8697. See made during the year . See the See Distributions instruction below elects to do so with the consent of all its
Schedule K-1 . The corporation cannot deduct depletion Distributions instruction below . regarding distributions from retained shareholders. The statement of election

Recapture of Tax Credits on oil and gas wells
. Each the instructions for Form 8697 for more earnings and section 137 1(c) for other must be attached to ajimely filed For m

shareholder must information .' Line 25-The *shareholders' I 120S for which the distributions are made.
(Schedule K- I only) etermine the allowable amount to report her information the shareholders undistributed taxable income previously details . The election must be made separately for

on his or her return . See Publication 535 for a. Any of taxed" account, also called *previously Check the box below line 26 if the
Lines Igo and 18b.-If recapture of part or more information . need to prepare their tax returns. taxed income" (PTI), is only maintained if corporation was a C corporation in a prior each tax year. CL
all of the low-income housing credit is the corporation had a balance in this year(s) and has sutichapter C earnings and In the case of either election . after al le. Recapture of section 179 expense Schedules L and M accumu
required because (1) prior year qualified deduction . For property placed in service The balance sheets should agree with your account at the start of its 1988 tax year. If profits (E&P) at the close of its 1988 tax fated earnings and profits in the
basis of a building decreases or (2) the after 1986, the section 179 deduction is books and records . Include certificates of there is a beginning balance for the 1988 year. For this purpose, 'subchapter C E&P* retained earnings are distributed, the above
corporation disposed of a building or part Of recaptured at any time the business use of tax year, no adjustments are made to the means E&P of any corporation for any, tax general order of distributions applies excep t
its interest in a building, see Form 8611, property drops to 50% or less . Enter the deposit as cash on line I of Schedule L. The year when it was not an S corporation. See that item c is eliminated . Ulf
Recapture of Low-Income Housing Credit . following rules apply in determining the 0-0

The instructions for Form 8611
indicate amount that was originally passed through balances of lines 23 through 27 of Schedule -1

and the corporation's tax year in which it L and amounts used in figuring lines 1 Cwhen Form 8611 is completed by the was passed through. Tell the shareholder if
corporation and what information is the recapture amount was caused by the through 9 of Schedule M .
provided to shareholders when recapture is disposition of the recovery property . See It Schedule L, column (c), amounts for
required. Note: Ifa shareholder's ownership section 179(dX1O) for more information . lines23. 24, or 25 are not the same as
interest in a building decreases because ofa corresponding amounts on line 9 of
transaction at the shareholder level, the

Do not include this amount on line 4 or 5 .
page 1, Form I 120S . Schedule M, attach a schedule explainin g

corporation must provide the necessary f. Total qualified expenditures (and the any differences . For example, the balance (A
information to the shareholder to enable the
shareholder to compute the recaptur period paid or incurred during the tax year) of the accumulated adjustments account

re. to which an election under section 59(e) (line 23) may differ if Schedule L reflects
If the corporation posted a bond to avoid applies . Do not report these expenditures as straight-line depreciation and some othe r

recapture of the credit . it must attach Form tax preference items on line 14 of method is used for purposes of line 2 of
8693, Low-Income Housing Credit Schedules K and K- 1 . Schedule M . You may show your
Disposition Bond, to Form 1120S . and write explanation below Schedule M if there is
"Form 8693 attached* to the left of the

g. Intangible drilling costs under section sufficient space .
entry space for line I lb(2) of Schedule K

. 263(c). See Publication 535 to determine the
amount to pass through to each shareholder . Note: Schedule M does not provide for a

Una 19-Complete fine 19 when regular h . Deduction and recapture of certain
reconct.h.ation ofbook income to tax return

of energy investment credit property is mining exploration expenditures paid or
i
.
ncome . However, you may want to make

disposed of o
I r

ceases to be qualified incurred (section 617). Page 17. Page Is



Codes for Principal Business Activity Computation Schedule for Required Payment Under Section 7519 (Attach this Schedule to Form 720 .)
These codes for the Principal Business Activity receipts* is derived . 'Total receipts* means the business activity is 'Grain mill products,* the Name ofCorporation Identification number
are designed to classify enterprises by the type of total of : gross receipts on line Is, page 1 ; all principal product Orr service may be 'Cereal
activity in which they are engaged to facilitate the other income on lines 4 and S. page 1; and preparations.' I
administration of the Internal Revenue Code . income (receipts only) On fines 2 . 3. and 4a It . as its principal business activity. the I Net income for base year (section 7519(d)) (not less than zero) . . . . . . . . . . . . .

IThough similar in format and structure to the through 4f of Schedule K . corporation (1) purchases raw materials. (2) 2 Applicable payments (section 7519(d)) made during base year . . . . . . . . . . . . . 2Standard Industrial Classification Codes SQ . On page 2. under J, state the principal subcontracts out for labor to make a finished
they should not be used as SIC codes . business activity and principal product or product from the raw materials . and (3) retains 3 Base year deferral ratio (number of months in deferral period over number of months in tax year)
the a b f:.U~~ tZ:1ter enter on page 1, under B . service that account for the largest percentage title to the goods, the corporation is considered expressed as a percentage . . . . . . . . . . . . . . . . . . . . . . . . . 3t6 specific industry group of total receipts. For example, it the principal to be a manufacturer and must enter we of th e
from which the targest percentage of 'total codes(20 3998) under " Manufacturing

4 Line 1 deferred amount-Line I times percentage on line 3 . . . . . . . . . . . . . . 4Agriculture, Forestry, and Code Transportation and Finance, Insainance . and
Rshing Cb-Ab~~M~ Public Utilities RealEstate 0
Coils 2815 ItOlustrIal ch-als. Plaiti, Code 5 Line 2 deferred amount-Une 2 times percentage on line 3 . . . . . . . . . . . . . . 5 0Code

DON-I"s;OIW T-INOPOINO41WO, 6M Muhii;IuN-WbiNON 1110112810 SW. daveN. aNdl tki @OXIN 400D RNIONIII t-P-11I GNOow, Ib"N.Y .h"NS. 2
6 Applicable payments made during the deferral period of the base year . . . . . . . . . . . 6...s. a" ft-~P~- 4100 1-0' 0`01 W90 5s,,le .-W -.WW--er ION"N 02M

'Ne-M prxi~. 42M T~,%,O,il-ONOONOIV
Mining aado witiot-pixiarcO

. 7 Net line 2 deferred amount-Une 5 less line 6 (but not less than zero) . . . . . . . . . . 7MAW IF NiLabd 4WD TIOWN`tit~ww 6120
1010 46W

V=C- 61401070 47
2910 6150 8-WdIiNbWr-= 61" OVw0rvd0qpNxNN- 8 Net base year income-Add lines 4 and 7 . . . . . . . . . . . . . . . . . . . . 8

1150 C~l 2M 41125 a--". -k- 9 Enter the adjusted highest section I tax rate percentage (Generally, for applicable election year s6210 1 1 1 aOM ~~2- beginning in 1988, the percentageis 29%(28%plus I%).) . . . . . . . .
.

1330 c`NJO POI0,04NOM . `NKOSI PS. 3050 RvbWmdwh PIOi1N:,i 62" Cwmaddy~bni!NOO 10 Applicable percentage (for applicable election years beginning in 1988, the percentage is50%) 0 %.F. "_:-NMVOiii1 J_1390 0.1- gar 3070 Ah.,"t- Pothr. I I Section 75 19(bX 1) percentage-Line 9 times percentage on line 10 . . . . . . . . . . .
4910 Eiectri, -i- 12 Current year required payment-Line 8 times the percentage on line 11 . (If this amount is more than1430 DI--NNO,J8W 4920 Gp~Oxid..b~, 635S Wit IIN-it $500, enter it here and on Form 720, IRS No. 11 . If the amount is $500 or less, enter it here and31.0 FxtOew.~on*wNOINN 4930 Cix,6ON,1Nv, dV- 6356 Iih,hur - - .0 '11-1498 Or- -M. -N. 3 98 OIN,"huOiid 499D WORWOUPOY M.Wi,".."ory- enter zero on Form 720, IRS No. 11 . Attach this schedule to Form 720. See instructions for line 12

12
..W INIts, below for obtaining a refund of prior year payments .) . . . . . . . . . . . . . . . .SNOOOO. Cur. WA ompw~ 63 O".0__lOO`OO"

construction 3225 Gt- ixodb. $411 h- W.Mrs,
3240 CeNiiit hONOlk, General Instructions for does not have a base year), the required close of the first required tax year(calendar -L
327o c,,,-Ot; Wholesale Trachi NOW payment for such applicable election year is year) ending within the elected tax year .M. 6511 Section 7519 Computation zero . See instructions for line 12 below for CDUna 10. Applicable percentage-1510 G-N hk.% DOO.W..

NN-oN,Oi*np Schedule reporting payments of less than $500. Generally, for applicable election years 001531 O~~ lull- Was M.O." -W~1~
.. ..

L-I ..H" C"ArOm" 3370 FO-O -UPPIN, Required Payment.-If the corporation GoLine I net income is the aggregate of the beginning in 1988 the applicable5010 Mat.~~_ 6518 =7=
~M percentage is 50%.$p.m NO" ~Oni- 3380 N*uVN,,,I N.,O,f-hw_ am " ~,W W.Wty filed Form 8716, to elect under section 444 corporation's items of income and expensessozo F-W Cor4----ft- , . to have a fiscal tax year, and its election is (but not less than zero) described in section Line 12 . Current year required1711 503D tu- -NOO-,O NONiNs

6550 suba"Okin, - 0-NNINOO still in effect, the corporation must make a 1366(a) (other than credits and tax-exempt payment .-If the line 12 amount is morecI M Or. Mn %=1731 E=r=%-. 1.1114. 1 ""N" 5040 sp,,ring. 6M
required payment of tax as provided by income) . For purposes of figuring line 1, any than $500, report this amount an FormPMWWK &Noh0Wpxft1

HWdlO@OOa ."_ section 7 5 19. Any tax yea r the election is in limitation on the amount of any item 720, IRS No . 11, attach the worksheet tososo I4rNfts,O5-IO .-W .W NINO,
- -

- described in section 1366(a) which may be Form 720. and complete the form based on-W NINO` effect is hereinafter referred to as theManufacturing 6744 S.Nllb-~_ Isolid ==1 6749 00- NAO% OixI iNONNN,,x applicable election year . Willful failure of taken into account for purposes of figuring the instructions for Form 720.FOOOi 3440 5070 ~. . 0 ." 001 NiObig the corporation to make the required the taxable income of theshareholder shall If the line 12 is $500 or less, enter zero2010 ARM V~11 34W 14"1., ~Oisrgxw ii~ .W .PpNn~
payment may result in the cancellation of be disregarded . an Form 720, IRS No. 11 . attach th e2020 D~p- 3470 'M

!-'q ""' "I"
SM O~d,OObIOgxxh- If

the S corporation was a C corporatio n2000 P~ f',Oft Whibirs . 348D 8= - .;~ the section 444 election. computation schedule to Form 720, an d2M &.in - Pui- 3.90 Nssawi U)
2050 BAO,,,, 5 If the election is in effect for its applicable for its base year, the C corporation's tasilo I xable complete the form based on the
2060 S~ 29 Drup . dne VOWNINNn. election year beginnirig in 1988. use the income is treated as the net income o the S instructions for Form 720.2081 dnNIN' s-i- raw

5130 A;oONI-.@,Nh.OOlInOb-. above computation schedule to figure the corporation for the base year . See regula- When required payments are due (or zero2ow ~ W-Min . -W -N 15M 5140 G-Wf4WNJVOd" 72M required payment . See the instructions for tionssection 1 .7519- 1T(k)(5) for other amounts irepoirted) .-For applicableNO- ~ ,un. 3 30 -_-1 S 50 Fwm"W ~ ~ft N,n-
200 BoNkid soft & .ft ..4 35-0 5160 C~ks OnCIIIINNI Mouth. line 12 of the worksheet for details on when details . election years beginning in 1988. thefl---P

3 50 5 70 Foloio,."PON~, 11,3 1809 =716_ 0., ".ft2096 0-~-~ 3560 G-W,,xIMxW -hOOO,, and how to report and pay the required Una 2. Applicable payments made during required payment must be made (or zero2100 3570 01- -W119. N.-OWN payment. base year.-In general, applicable amount reported) on or before May 15,TOOteO OIN P~: 3598 OnO, 51W M-.~bIOsNNJN-
If the corporation made a required payments means any amount deductible in 1989. Note : Regulations section 1 . 444-2228 ;500

A-poi-M-OO, payment for its 1987 tax year, see the the base year that is includible at any time, 3T(bX4XW) provides a special rule that22W K,On,N,NOO
Retaill Trade

500 M. NIxO-
instruction below for Obtaining refund or directly or indirectly. in the gross income Of extends the due date for requiredpayments (A2298 0- AsOONONONit arai -anion credit of prior year payment. any shareholder that was a shareholder that relate to certain back-up section 444 O.S .ap'" vid ~ hOoki wOdOm,; 3M HmmhW aigk- ausioOla .Wim. OOrv`N-

during the base year. Examples of elections. -12 5 M65 R~.Ni-"
7812 ~ i-- Line-by-line Instructions231 , . -.N."U~. fttr'w-~- applic 4 h le payments are officer *s The payment may be remitted, by check234 OINOr 000101 70 E~ 5220 Buft%~46ION~I 78M h6l,t- P.- INOWON~ Not a : If the S corporation has a base year of . compensation, wages, and rental costs paid or money order . with Form 720, or 0G.~ sw0NN ami ..iI_ .ONWNO,fiOOP~

2390 age 5251 ~IJON,Oi - 7W
less than 12 months (short base year), the to any shareholder. deposited with FTD deposit coupons. If you 0.6.3710 am -km
corporation must figure its net base year If the Scorporation was pay by check or money order, write the -OUNO.~: a C corporation

2'
15 L~.-ft. PIN-ft milh SDIS OH-IOhyviN,,O ..nckxO% income (lines I through 8 of the worksheet)

for its base year, the poration shall be corporation's identification number and 0
`O_

5490 80212430 M-eON*. PIJ~W .ON 1~ 5410 GwM%WNN. --Wh under the special rule of temporary treated as an S corporation for the base 'IRS NO . I I PAYMENT* on the check or
2498 3725 Aims". -A.~P"-

OoNF
fxd - off- regulations section 1 . 7519-1 T(bX5Xv) . See year for purposes of applicable payments. money order .bOk!"W " ~* N-, 3730 SNPSr=WZi0%NxJN1NOii% Adomitla dOOkr,, IOW WWII 8050 N-1 ON P~ fK*1,N, this regulation for additional details. Thus, amounts deductible by the C Obtaining refund or credit of prior year2soo r~.. - ftui,IN. 3798 am

Line 1 . Net Income for base year.-The corporation in the base year that are payment .-To obtain a refund or credit of
C.. 5515 luot. ~k d.NN, 9071 MIN,1-1

F.P. P~. 55.1 GimO OD99 Oft,,r --I base year is the tax year preceding the includible at any time in the gross income
Of a required payment made for the precedingd -N 5 $111

L= a
,

2525 598 Ot", E plicable election year . For example. if you a taxpayer that is a shareholder during the26" 01- W= 82100 tax year, enter the prior year payment ansaw =,:Ll= "oo S-, .-. . a re complet ing the worksheet for your tax base year are treated as it from an S line 4 . Part 11 . of Form 720, and complete
3815 5700 0500INOruft ONx PMONiNg, ft"NAINIM d_ 8911 V-.w year beginning 4-1-88 and ending 3-31-89, corporation, and therefore within th e2710 N- 3P5 Islas INIting - O&INkil" III- the form based on the instructions for Form2,
3M . P.Mrpt.-I-it 8930 your base year is your tax year beginning 4- meaning of the term 'applicable

720 . Note: A claim forrefundofa prior35 "as oiI _NO1 .h.1N1 W~
"20 P-

I.ION ~ 1-87 and ending 3-31-88 payments ." years reQuired payment cannot be filed
27" ~-I. 5921 I.RWSWOO, c o

04- 5912 am MI.AI-- If an applicable election year is the S Line 3. Base year deferral ratio .-The before April 15 of the tax year following the
'poration's first year of existence (i .e. it is deferral period is the months between the tax year for which the payment was madea newly formed corporation and therefore beginning of the elected tax year and the (see regulations section 1 . 7519 2T(aX6))._16
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SCHEDULE D Capital Gains and Losses and Built-in Gains OMBNO.15450130

(Form 1120S)
I

a- Attach to your tax return .

Internal R-tre Sem,ce 11- Ses, separate Instructions .
Na-

Short-Term Capital Gains and Losses-Assets .Held One Year or Less (Six Months or_Less If Acquired Before
1/1/88)

(a) K-.d ol property and de-pbon (b)Dat acq-ed (c) Date sol d
(Lomple. 100share~oj'z'co)

('o
e

(it) Gms wles price (s) CW o, other bas, (f)Gar. ( . I-)
day . yr) (mo . day, yr .) of.,e,pense of sale ((it) less (e))

0

0

2 Short-term capital gain from installment sales from Form 6252, line 22 or 30 . . . . . . . . . . . 2

3 Unused capital loss carryover (attach computation) . . . . . . . . . . . . . . . 3

4 Net short-term capital gain (or loss) (combine lines 1, 2 . and 3) . Enter here and online 4d or 6 of Sc~edule'
K of Form I 120S . . .

.- .
. . . . . . . . . . . . .

Long-Term Capital Gains and Losses--Assets Held More Than One Year (More Than Six Months If Acquired
Before 1/1/88) (D

6 Long-term capital gain from installment sales from Form 6252 . line 22 or 30 . . . . . . . . . . 6

7 Net long-term capital gain (or loss) (combine amounts in lines 5 and 6 and enter here) . (Reduce this
amount by any applicable tax on lines 17 and 25 below and enter this amount on line 4e or 6 of Schedule K Co
of Form 11 20S .) ~ . .

. . . . . . . . . . . . .8 Enter section 1231 gain from line 7 or 9, Form 4797 . (See instructions regarding casualties and thefts and
the amount from this line to be entered on Schedule K of Form 1 120S.) . . . . . . . . . . . .

9 Net long-term capital gain (or loss) (combine lines 7 and 8) . . . . . . . . . . . . . . . . -n

Summary of Schedule D Gains for Tax Computation Purposes 0
4

Note: If the corporation is liable for the excess net passive income tax (line 22a. page 1, Form J 120S), see line1 0 instruction before completing line 1 0.

10 Net capital gain-Enter excess of net long-term capital gain (line 9) over net short-term capital loss (line 4) .
If line 10 is more than $25,000. see instructions for Part IV . If fine 10 is $25,000or less, do not complete Part IV. 10

Tax imposed on Certain Capital Gains
CL

I I Taxable income (see instructions and attach computation schedule) . . . . . . . . . . I I

12 Enter tax on line I I amount (see instructions for computation of tax) . . . . . . . . . . . . 12

13 Net capital gain from line 10 . . . . . . . . . . . . . . . .. 1 3

14 $25,00 014 Statutory minimum . . . . . . . . . . . . . . . . . . . . . . . . . . . I . a .*.
15 Subtract line 14 from line 13 . . . . . . . . . . . . . . . . . . . . . . . . 15 -1

16 Tax- Enter 34% of line15 16 C
17 Enter smaller of line 12 or line 16 here and on line 221~, pag,'I, Fomn 1 1 2'0S . . . . . . . . . . . 17

0

Tax imposed on Certain Built-in Gains
0

18 Taxable income (section 1374(d)(2XAXi)) (see instructions and attach computation schedule) . . . . . 18

19 Taxable income (Section 1374 (dX2XA)(ii)) (see instructions and attach computation schedule) . . . . 19
(A

20 Net recognized built-in gain-Enter smaller of line 18 or 19 (see instructions) . . . . . . . . . . 20

21 Section 1374(bX2) deduction . . . . . . . . . . . . . . . . . . . . . . . . . 21

22 Subtract line 21 from line 20. (if zero or less . enter zero here and on line 25) . . . . . . . . . . _2L

23 Enter 34% of line 22 . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23

24 Business credit carryforwards under section 1374(bX3) from years the corporation was a C corporation . 24
25 Tax-Subtract line 24 from line 23. Enter here and on line 22b. page 1, Form 1120S . . . . . . . 1 2 5

For Paperwork Reduction Act Notice, a" page I of Instruction for Form 1120S. Schedule 0 (For. 1120S) 1988



rp De artment of the Treasury than face value, state that fact in the margin instructions for Part IV to determine if the (reduced by any excess net passive income 2 . Such gain exceeds the excess (if any) of
r and enter the face amount of percentage of corporation is liable for income tax on its net attributable to this gain) by 34% . See the the fair market value of the asset on the Ist

n?e nal Revenue Service valuation. capital gain. instruction for line 10 . If this amount is less day over the adjusted basis of the asset an
"I n,,-Q,88 For additional information, get Pub . 537, Line IO.-If the corporation is liable for the than the tax figured on line 12 . Part IV, such 1 st day.

Installment Sales . tax on excess net passive income (line 22a . enter this amount on line 17, Part IV . and 3. Also, if item 4 below applies to the.
Gains and Losses on Section 1256 pa 1, Form 11 20S), and capital gain write to the right of the amount, corporation and the disposition transactionInstructions for .

ge as included in the computation of "Substituted basis ." Attach theContracts and Straddles.-Use Form income w that produced the gain is covered by the
6781, Gains and Losses From Section 1256 the tax. the amount to be entered on line 10 computation of the substituted basis relief provisions, the gain is not recognized

Schedule D (Form 1 120S) Contracts and Straddles, to report section is figured as follows : amount to Schedule D . (See section built-in gain . (However, section 1374 as it
1256 gains and losses. See the instructions 1 . Reduce the capital gain income 1374(cX3) as in effect before the existed before the enactment of the Tax
for Form 6781 for more information . reported on lines 1-2 and 5-8 of Schedule enactment of the Tax Reform Act of 1986 Reform Act of 1986 may apply to gain

Capital Gains and Losses and Built-In Gains 9 Gain or Loss on an Option To Buy or D by the portion of the excess net passive Line I I .-Line 11 taxable income is covered by these relief provisions. See

(Section references are to the Internal Revenue Code unless otherwise noted.)
So I Property.-See section 1234 for the income attributable to such gain . figured in the same manner as the taxable Part IV above .)
rulles that apply to a purchaser or grantor of 2 . Refigure lines 4 and 9 of Schedule D income used in the computation of tax for Section 1374(d)(4) defines recognized 0
an option . based on the revised amounts from step I line 22a, page 1 . Form 1120S. See the built-in losses as any toss recognized during 0

Important Tax Law Changes Corporations that elected to be S above . instruction for line 9 of the worksheet in the the recognition period (stated above) on the -1
The Technical and Miscellaneous Revenue corporations before 1987, report gain . but 9 Gain or Loss From a Short Sale of

Property.-Report the gain or loss to the 3 . Enter on line 10 the net capital gain (if instructions for line 22a, page 1, Form disposition of any asset to the extent the
Act of 1988 made the following changes not loss, on a distribution . In Part 1, report 1 120S . for details, Attach Form 1 120 or corporation establishes that :
that affect Schedule D :

the sale, exchange, or distribution of capital extent that the property used to close the any) based on revised lines 4 and 9 .
other worksheets used in figuring taxable 0

assets held I year or less (6 months or less if short sale is considered a capital asset in Part IV-Capital Gains Tax income to Schedule D. Do not enter the
1 . Such asset was held by the corporation -1

the hands of the taxpayer. A loss from a as of the beginning of the Ist tax year the1) New Code section 1374(d)(2)(0) was acquired before 1/1/88). In Part 11,report amount from line 2 1, page 1, Form 1120S . corporation was an S corporation. or 0)added It provides that any recognized wash sale of stock or securities or from Computation 0-0.the sale. exchange, or distribution (if certain transactions between related If the corporation made its election to be an Line 12-Figure a regular corporate 2 . Such loss does not exceed the excess o f
built-in gain that is not subject to the built-in applicable) of capital assets held more than income tax (section I I tax) based on the (111gains tax due to the taxable income persons is not deductible. (See sections S corporation before 1987, section 1374 the adjusted basis of such asset as of the

I year (more than 6 months if acquired taxable income on line I I of Schedule 1) as beginning of such Ist tax year, over the fairlimitation shall be treated as recognized 1091 and 267 .) (as in effect before the enactme if the S corporation were a C corporation market value of such asset as of such time .before 1/1/88) .Use the trade dates for the i ntofth e
built-in gain for the following tax year . See date of' cquisition and sale of stocks and 9 Loss From Securities That Are Capital Tax Reform Act of 1986) cont nues to and enter the tax on line 12 . Use the 3 . If item 4 below applies to the corporationthe instructions for line 20 for the effective bonds onan exchange or over-the-counter Assets That Become Worthless During the impose a tax on certain capital gains of the instructions for Schedule J of Form 1120in and to the disposition transaction tha tdate and other details. market. Year.-Except for securities held by a bank, S corporation. the 1988 Instructions for Form 1 120 and produced the loss, the loss is not a rec

-
2) Other clarifying revisions were made to For more information, see Pub . 544 treat the loss as a capital loss as of the last By answering the following questions, you 1 120A to make your computation . Attach nized built-in loss or purposes 0 ine 17. C:section 1374 that provides for the built-in Sales and Other Dispositions of Assets .'and day of the tax year . (See section 582 for the can determine if the corporation is liable for your computation of tax to Schedule D . 4. The S corporation is a qualifie dgains tax computation . See Part V of Pub . 589, Tax Information on S rules on the treatment of securities held by the tax. If net capital gain is more tha n
Schedule D and the instructions for Part V Corporations. a bank.) $25,000, and the corporation is not liable Part V-Built-In Gains Tax corporation that qualifies for transitional
for more information . Exchange of Like-Kind Property.-Report How To Determine the Cost or for the tax . you should answer questions A Computation relief (discussed above) from the section

3) Code sections 1363(d) and (e) were the exchange of like-kind property on Other Basis of the Property through D below and attach the Part IV 1374 tax and such gain or toss was fro m

repealed for corporations that made their Schedule D or on Form 4 instructions to Schedule 0 as your Section 1374 provides for a lax on built in the disposition of an asset covered by the _111 .
797,whiche or In determining gain or loss, the basis of vision . Note : Gain orelection to be an S corporation after 1986 . applies. Report it even though no gar.n or property will generally be its cost (section explanation of why it is not liable for the tax . gains that applies to certain S corporations transitional relief pro (0

These sections provide for recognition of loss is recognized when you exchange 1012) . The exceptions to the general rule If answers to questions A, B . and C or A for tax years beginning after December 3 1 . loss from the disposition of certain assets,
00

gain on distribution of appreciated property business or investment property for are provided in sections contained in 0, and D are "Yes," the tax applies and yo~ 1986 . The tax applies only if the first tax such as capital assets held 6 months or les s
C must complete Part IV of Schedule D . year for which the corporation is an S and assets which result in ordinary income coto shareholders, property of like-kind . For exceptions, see sutichapters, C, K, 0, and P of the ode . For Otherwise, the corporation is not liable for corporation is pursuant to an S election (loss) when disposed of do not qualify fo r

Purpose of Schedule D
Pub . 544 . example, if the corporation acquired the the tax. made or filed after December 31, 1986 . the relief even though the corporation is a

a. Schedule D is used by all S corporations If you use Schedule D, identify the property by dividend, liquidation of another Note : Taxable income referred to in Also, the S corporation must have been a C qualified corporation . Accordingly. the
property you disposed of in column (a) . corporation, transfer from a shareholder, questions A and B below is NO T the income corporation at the time it made the election . disposition of these types of assets wil l

to,eport and summarize capital gain Enter the date you acquired it in column (b), reorganization, contribution or gift, bequest figured on line 21, page 1, of Form 1120S Transitional Relief From Built-in Gains always be included in the computation of -ntransactions attributable to : (1) sale or and the date you exchanged it in column bankruptcy, tax-free exchange, involuntary
exchange of capital assets, and (2) if the (c) Write "like-kind exchange* in column conversion, certain asset acquisitio See the instruction for line 9 of the Tax.-Section 633(d)(8) of the Tax Reform the amount to enter on line 18 . See Rev.
corporation made its election to be an ns or 0

S corporation before 1987, gains on (d) . Enter the cost or other basis in column wash sale of stock, see sections 301 ` work5heet in the instructions for line 22a, Act of 1986 (1986 Act) provides special Rul . 86- 141 . 1986-2 C .B. 15 1, for more 1%
(e) . Enter "-0-" in column (f). ~o page 1, Form 1120S, for details .

distributions to shareholders of appreciated 1059), 334, 362 (or 358), 1015, 1014. transitional relief from the built in gains tax information .

assets that are capital assets (hereinafter Special Rules for the Treatment 372 (or 374),1031 . 1033, 1060, and A .
Is taxable income more than for qualified corporations . A qualified A qualified corporation must show on an

referred to as distributions) . 1091, respectively . Attach an explanation if $25 .0D07 . . .
.

. . . El Yes El No Corporation is any corporation that : (1) on attachment to Schedule D its total ne t

b. If
the corporation filed its election to be of Certain Gains and Losses you use a basis other than actual cash cost B. Is net capital gain (line 10 August 1, 1986. and all times thereafter, is recognized built-in gain and also lis t

9 Gain on Distributions of Appreciated Schedule D (Form 11 20S)) moro, more than 50% owned by 10 or fewer separately the gain or loss that is : (1) gain or
an S corporation before 1987 (or filed its Property.-Generally, for corporations that of

the property. than $25.000, and more than qualified persons, and (2) has an applicable loss from capital assets held 6 months or
election after 1986 and qualifies for the made their election to be S corporations If the corporation is allowed a charitable 50% of taxable income? . . . El Yes E) No value of $10,000,000or less . A qualified less, and (2)gain or loss from assets for
transitional relief from the built-in gain tax before 1987, gain is recognized on a contribution deduction because itsold C. Has the corporation been person is an individual. an estate, or a trust which the disposition results in ordinary
described in Part V below). and had net distribution of appreciated property to property to a charitable organization, figure other than an S corporation at that is described in section 136 1 (cX2XA)(ii) income or loss- A nonqualified corporation
capital gain (line 10) of more than $25,000, shareholders in the same manner as if the the adjusted basis for determining gain from any time during the 3 tax years or (iii) . must show on an attachment its total net
it may be liable for a capital gains tax on the the sale by dividing the amount realized by just before this year or since ex. The 1986 Act section 633(dXB) relief recognized built-in gain and list separately

property had been sold to the shareholder the fair market value and multiplying that istence . if less than 4 years' . . E] Yes El NO rule applies to qualified corporations that any capital gain or loss and ordinary gain orgain in excess of $25,000 . The tax is figured at its fair market value . Like other capital
in Part IV of Schedule D . gains, it is subject to the capital gains tax result by the adjusted basis. D. If the answer to question C is elect to be S corporations before January I , loss .

c. Generally, if the corporation (1)filed Line B.-If the corporation has a gain from "No'doesan long-ter . capital 1989. However, the relief rule does not Line 19-Enter taxable income as defined V.S.its and is passed through to shareholders. (line 9, lo!Inedule D (Form
election to be an S corporation after 1986, See section 1363(e) for exceptions

. line 7 or 9 of Form 4797, enter it on line B . gai~ apply to the sale or distribution of certain in section 1374(dX2)(A)(ii) . Generally, line
If the line 8 gain is from line 7 or 9 of 1120S)) represent gain from

(2) was a C corporation at the time it made property described in each of assets. See the instructions for line 18 for 19 taxable income is figured in the same
-cognized a Gain From Installment Sales.-Ifan S Form 4797, and it contains gain from line El YesE 0the election . and (3)has net on corporation has a gain this year fir items

1, 2. and 3 that follow? . -1 No details . manner as taxable income for line 12 of
built-in gain as defined in section om the 21, Section 8, of Form 4684 and gain or Line 18 -Enter the amount which would Part IV . See the line 12 instructions above .
1374(dX2). It Is liable for the built-in gain sale of real property or a casual sale of loss under section 123 1, enter the gain 1 . Property was acquired during the tax be the taxable income of the corporation for Do not enter the amount from line 2 1 . page
tax . The tax is figured in PartV of personal property other than inventory and from Form 4684 on a schedule for line 6 of year or within 36 months before the

Schedule D .
beginninog of the tax year ; the tax year if (except for the provisions of 1 . Form 11 20S. 0

is to receive any payment in a later year, it Schedule K and report the portion that is section 1374(bX2)) only recognized built-in Line 20 .-If . for any tax year, the taxabl e
Note: Sales, exchanges, and distributions must use the installment method (unless it gain or loss under section 1231 (reduced by 2. Property was acquired . directly or 3

of elects not to) and file Form 6252,
gains and recognized built-in losses were income on line 18 exceeds the taxabl e

property other than capital assets, including Installment Sale Income
. to report the sale any capital gains tax applicable to the gain) indirectly, from a corporation that was not taken into account . income on line 19, such excess shall be th

property used on a trade or business . on line 5 of Schedule K . in existence as an S corporation during the Section 1374(d)(3) defines recognized treated as a recognized built-in gain in the
involuntary conversions (other than

and gain as payments are received. tax year or within 36 months before the tax built-in gain as any gain recognized during succeeding tax year . This carryover
casualftes or thefts). and gain from the If the corporation wants to elect out of Part III-Summary of year up to the time of the acquisition ; and ition period (the 10-year period provision applies only in the case of an

the installment method, it must do the Schedule D Gains 3. Property has a substituted basis to the recog n
disposition ofan interest in oil, gas, or beginning on the Ist day of the 1st tax year S corporation that made its election to be an
geothermal property should be reported on following on a timely filed return (including If the net long-term capital gain is more you . (A substituted basis is one determined for which the corporation is an S corporation on or after March 31, 1988 .
Form 4797, Sales of Business P-perty . extensions): than the net short-term capital loss, there is by reference to its basis in the hands of the S corporation) on the sale or distribution Line 21-Enter the section 1374(b)(2)

(1) Report the full amount of the sale on a net capital gain . If this gain exceeds transferor corporation .) (disposition) of any asset except to the deduction . Generally. this is any net
Parts I and 11 Schedule D (Form 1120S) . $25,ODO, and the corporation elected to be If the answer to question D is "Yes" and extent the corporation establishes that : operating loss (NOL) carryforward or capital
Generally, you should report sales and (2) If the corporation received a note or an S corporation before 1987 . the the tax is applicable, multiply the net capital

I ,
Such asset was not held on the Ist day of loss carryforward arising in tax yea's for

exchanges (including like-kind exchanges) other obligation and is reporting it at less corporation may be liable for income tax on gain from property described in question D the Ist tax year the corporation was an which the corporation was a C corporation .

C0
even though there is no gain or loss. the gain . Answer the questions in the Page 2 S corporation, or See section 1374(b)(2) for details .
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Co mputation of Investment Credit omaNo 1545-0155F-3468 Fa,m 3468 (1988) pap 2

W Attach to yaw tax return. WO 81 8 Schedule B .-Busi.ness Energy Investment Credi t
Deptednowni of the Tnuitoury Iii, schedule B (Buidnewe Erwrity Inveirtmerill Credit) W beck. AttKh~t
lott-1 Revenow service (.) Sequenixe No. 52 1 Enter on lines 1( through I(a) you r qualified investm I in business energy property.

Narre(s) es Oxfwn on return identifying neenliew Tim of Pfopery Une
(1) (2) (3 )

Cie. of property Cod. Belt, nt
or Life Yee. P_tage 4)

Elections (Check the box(es) below that apply to you (See Instruction D) .) Recover), 3-year 60ierv
A I elect to increase my qualified investment by all qualified progress expenditures (QPE) made this and all later tax years . . . . . 0 (b) Other 100

Enter total qualified progress expenditures included in column (4), Part 11 0 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
.
. . . . . . . .

.
W 3 or more but less than5 33%

8 'Credi'02 certain ships under section 46(gX3) (See Instruction 0 for details) . Nonrecoi ry (d) 5 or more but less than 7 66% 0
6WLQui~ilfliilnvestment (CertainTra Mion Property, QPE P perftty, and Qualified Tim r Property) (a) 7 or more 100uL 0

(1) (2) (4~ 2-Total qualified investment-Add lines 1(a) through 1(e), column (5) . . . . . . . . . 2 It
I Rectwery Property Une CL_ .f Cost ofother Befit APO-W =.welinent 3 Multiply th e

.
portion of the line 2 amount attributable to the following types of property by the V

Property P.-tage, xcolmn3) applicable percentages: 0
Now (0) 3-year 60 a Solar energy property (10%) . . . . . . . . . . . . . . . . . . . . . . . . . .

Rapier prop" (b) Cither 100 It Geothermal property (10%) . . . . . . . . . . . . . . . . . . . . . . . . . . 3b 0-0
Percentage Used W 3-year 60 c Ocean thermal property (15%) . . . . . . . . . . . . . . . . . . . . . . . 3c

Pro" (d) Other 100 4 Certain other property (See instructions below for special limits) :
2 Nortrecovery property-Eryter total qualified investment (See instructions for line 2) . . . . . . 2 a Certain long-term section 46(bX2XC) projects under way by 12-31-82 (10%) . . . . . . . . a
3 Total qualified Investment In 10% prcfpayrty~Acld lines Ila) through 1(d), column (4), and line 2 It Hydroelectric generating property placed in service by 12-31-88 (if docketed with the Federa l

(See instructions for special limits) . . . . . . . . . . . . . . . . . . . . . . . . 3 Energy Regulatory Commission by 12-31-85) (11 %) . . . . . . . . . .
. . . .

. . . . _4b a.*.
C4 ReLgutar credd--(See instructions for line 4 for amourrit to enter) . . . . . . . . . . . . . 5 Cooperative credit-Enter business energy investment credit from cooperatives . . . . . . .

5 Qualified rehabilitation expenditures (enter qualified investment and multiply by percentage shown)
:

6 . Tentative business energy investment credit-Add lines 3a through 5 . Enter here and on line 7 o f
a Transition Property and CwWn Projects : ge 1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 (A

(i) 3D-year-old buildings . . . . . . . . . . . . . . . . x 10% S&IN Instructions for Schedule 8 Line I-Type of Property- For allowed for only part of the qualified(if) 40-year-old buildings . . . . . . . . . . . . . . . . x 13% 506M (Form 3468) 'definition of recovery and nonrecovery investment . See section 48(IX 13XC).
(W) Certified historic structures (attach NPS certificate) . . . . . x 25% roperty see the separate Instructions for On the dotted line for line 4b, enter the

It Rehabilitation Property (not shown abover Items You Should Note Form 348 . megawatt capacity of the generator as
(i) Pre-1936 buildings . . . . . . . . . . . . . . . . . x 10% 5 b(i) The business energy investment credit for Un I-Column (2).-Use the code shown on the nameplate of the generator . C0

solar energy property . geot left:rs from the followinhermal property i,.%Iist to indicate the You must reduce the energy credit(s) on(d) Certified historic structures (attach NPS certificate) x 20% and ocean thermal property scheduled to kind of property for whic youareclaiming lines 4a and 4b by 35%. Enter the reduced
6 Credit from cooperatives-Enter regular investment credit from cooperatives . . . . . . . . A- expire on December 31, 1988, has been a credit. It you enter more than one kind of credit on these lines .
7 Business energy investment credit-From line 6 of Schedule 8 (see back of this form) . . . . . 7 extended until December 31, 1989. See property on a line, enter the code letter for If you use all of the reduced credit in the
8 Current year investment credit-Add lines 4 through line 7 . . . . . . . . . . . . . . . 8 section 46(bX2XA) for details. each kind of property in column (2) and tire current year . then none of the reductio ncode letter and dollar amount of each kind 0Note: If haws 19811jobscreOffibmiSM), credit (of likohol used as fuel (Form 6478), researchcredit(Fami critowincivr ;ehouseWcredit(Famn En rgy property must meet the some may be carried to any other year .

218"N in addition to your 1988 irwashnient credit . or ifyou harm a canyback m carrylonvard of anyeerferal business credit, stop hem andgo to Form XM requir:ments as regular investment credit of property in the right hand margin .
If you are able to use only a portion of -1

General fluseness Credit, to clean your 1988 affestrnent cnadtt . Nyw how mly a 1988 investment credit (which =y include busUfm erwity invest~ property . except that the provisions of The code letters are: the reduced credit in the current year -3credstAjor mayconfiniffer With fines, 9 through 1610 cilaimyourcreciff . sections 48(aX 1) and 48(aX3) do not apply . a Hydroelectric generating property because you are limited by the tax liability
Tax Uability Unrittartions See the separate Instructions for Form It. Solar equipment (but not passive limitations . then you may carry forward to3468 for definitions and rules regarding solar equipment) your next year the unused portion of the

9a Indivicluals-From, Form 1040. enter amount from fine 40 . . . . . . . . . . . . . . regular investment credit property. c. Ocean thermal equipment reduced credit and a corresponding portio n
It Cox porations-From Form 11 20, Schedule J, enter tax from line 3 (or Form I 120-A . Part 1 . line 1) Energy property must be acquired new. d. Geothermal equipment of the 35% reduction . If, for example, you
c Other filers-Enter income tax before credits from return . . . . . . . . . . . . . . . 9 See sections 46(bX2) and 48(IXI) through are able to use half of the reduced credit i n

(17) for details . See sections 48(IX4) and 48(IX3XAXviii) 1988. then you may carry forward the other CL
110* Inifividuab-From Form 1040, enter credits from lines 41, 42, and 43, plus any orphan drug See section 48(IX 17) for special rules on and (ix) for definitions and special rules that half of the reduced credit and half of the

credit, mortgage interest credit, and nonconventional source fuel credit included on line 46 public utility property, and section 48(IX 1 1) apply to these kinds of property . reduction.
b Cof for special rules on property financed by Line 4-You must reduce the basis for If you are not able to use any of the .3rations-From Form 1120, Schedule J, enter credits from lines 4a through 4d (Form Industrial Development Bonds . depreciation by the full amount of the credit reduced credit because of the tax liabilityI IVA filers. enter zero) . . . . . . . . . . . . . . . . . . . . . . . .. 0)

10 Specific Instructions claimed. limitations. then you may carry forward to 041.
c Other filers-See instructions for line 10c . . . . . . . . . . . . . . . . . . . . I If thP installed capacity of hydroelectric your thert year the entire credit (both the -1

I I Income tax liability as adjusted (subtract line 10 from line 9) . . . . . . . . . . . . . . . One Credit Only .-If property qualifies as generating property is more than 25 reduced credit and live reduction) .
12 Tentative minimum tax- more than one kind of energy property'you megawatts, the I I% energy credit is

a Inifividuals-From Form 625 1, enter amount from line 17 . .. . . . . . . . . . . . .
may ta

I
ke only one credit for the propewy .

It Corporatiorts-From Form 4626, enter amount from line 13 . . . . . . . . . .. 0
ic Estates and Trusts-Fforn Form 8656. enter amount from Part III, line 10 . . . . . . . . 12 3

13 Net income tax- (0)
a Indivicluals-Enter the sum of line 11, above, and line 19 of Form 6251 . . . . . . . . . P(r., P".
If Corporations-Enter the sum of line 11, above. and line 16 of Form 4626 . . . . . . . .
c Other filers-See instructiorris for line l3c . . . . . . . . . . . . . . . . . . . .

14 If line I I is more than $25,000-Enter 25% of the excess (see Instructions) . . . . . . . I . 14
15 Enter-Line 13 less whichever is greater, line 12 or line 14. (if the result is less than zero, enter zero.) 15
16 Total allowed credit- Enter the smaller of line 8 or line 15 (corporations. see instructions)- This is

your General Business Credit for 1988 . Enter here and on Form 1040, line 44 ; Form 1120,
Schedule .l . line4e ; Form 1120-A, Patti. line 2a ; or the proper line of other returns . . . . . . 16

Few Paperwork ieductim Act Notice, few "pierfela lmtfucfffawa~ Fonn 3468 (igeal



E. At-Risk Limitation for Individuals and regular credit maly be Lines I(@) and 1(b) of form ; lines 2(a)l,
JO De Closely Held Cor"rations .-The wd ortpartment of the Treasury K!Zorn %Q--=ng as it is reasonable 2ft and 2(c) at worksheet. Qualified

n ernal Revenue Service basis of property for investment credit to expect that the property will be transition Progress Expenditures .-Enter on the
Purposes may be limited if you borrowed property when placed in service before the proper line the amount of qualified progres s0088 against the property and are protected date shown in the table above . For any year expenditures made in the tax "at .
against loss. or if you borrowed money from that the reasonable expectirtions change, or Do not take any qualified progres s
a person who is related or who has other If the property is not placed in service expenditures for the year the property I sInstructions for Form 3468 than a creditor interest in the business before the date shown . all post- 1985 QPEs placed in service or for the year for which
activity . The cost or basis must be reduced must be recaptured . recapture is required for the property . The

Computation of Investment Credit by the amount of this 'nonqualified The election to take a reduced credit credit allowed for the year the property i s
nonrecourse financing' related to the instead of adjusting the basis of QPE placed in service is based an the entire

(Section references are to the Internal Revenue Code unless otherwise noted.)
property as of the close of the tax year in property is no lontiler available . Although you qualified investment reduced by thewhich it is placed in service. See Publication do not have to amend prior years, for progress expenditures included as qualifie d
572 and sections 46(cX8) and 465 for periods after 1985 you must reduce the investment in earlier years . See section 0

Paperwork Reduction Act Notice .-We Caution: You may have to refigure the C . Investment Credit Properly .-You may details. If there is an increase during a later depreciable basis of QPE property by the 46(d) for more information . ' 1 0
ask for this information to carry out the credit and recapture all or a portion of it if., take investment credit for property placed year of this nonqualified nonrecourse full amount of the credit c[aimed, even if Lines 1(c) and I(d) of form ; lines2(d), -1
Internal Revenue laws of the United States . a you dispose of the property before the in service only if it qualifies as one of the financing, you may have to refigure the you made a section 48(qX4) election in a 2(s), and 2(f) of worksheirt. Used M
We need it to ensure that taxpayers are end of the property class life or life years ; items listed above under 'Items You Should credit on Form 4255 . prim year. Property Dollar Undlartion .-In general. 0complying with these laws and to allow us to e you change the use of the Property; Note.' Specific Instructions Qualified Timber Property.-The regular you may not take into account more than
figure and collect the right amount of tax . a the business use of the prope The property must be used in a trade or credit may be claim din 1988 for the $150,000 of the cost of used property i n
You are required to give us this information. fly 1Wdecreases so that it no longer qualifies (in business and be either recovery property or Part II-Quallfled Investment portion of the adjusted basis of qualified any one year . This does not include the Ple.

The time needed to complete and file this whole or in part) as investment credit other depreciable property with a life of 3 Lines 1(a)-X(d). Recovery Property .- timber property that is treated as section 38 basis of any property traded in unless the
form will vary depending on individual property ; years or more. Enter only the business part The regular investment tax credit is not property under section 48(aXIXF) . For trade-in caused the recapture of all or part (D
Fircumstances . The estimated average time . you reduce your proportionate interest in if property is for both business and allowed for property placed in service after timber property you must reduce the of an investment credit allowed earlier or a
Is: a partnership or other "pass-through" entity personal use . December 31, 1985 . The only properties for amortizable basis by one-half of the credit reduction in an investment credit carryback
Recordluseping . . . 20 hrs ., 34 min. that had claimed a credit ; or Eirciiptions.-Investment credit generally which you can claim a regular credit are (1) taken. or carryforward. Determine the $150,000 (D
Learning about e you returned leased property (on which does not apply to property that is : transition property. (2) qualified progress . Enter the basis of recovery property in amount before applying the percentage s

the law or the form . . . 8 hrs. . 19 min. you had taken a credit) to the lessor before (1) Used mainly outside the U .S. expenditure (QPE) property, and (3) qualified column (2) . This is generally the cost of the based on the class of property or useful life .
timber property . property reduced by any personal-use factor Enter the cost (subject to the dollar

Preparing the form . . . 12 firs ., 45 min. the end of the recapture period or useful life. (2) Used bya tax-exempt organization and by anFor more information, see Form 4255, (other than a section 521 farmers' Transition Property.-There are several y portion that was expensed under limitation) of used property placed in
Copying assembling, Recapture of Investment Credit. cooperative) unless the property is used types of transition property that may be section 179. It includes all items properly service during the year . Property inherited,
and sending the form placed in service site included in the depreciable basis . such as received as a gift . or acquired from certain (Ato IRS . . . . . . . . I hr., 4 min. A partnership or S corporation should mainly in an unrelated trade or business

. r
1985 and still be

If
you have comments concerning the complete only the following lines, to figure eligible for the regular credit in that year : installation and freight costs . Recovery related persons does not qualify for th e

the cos
(3) Used by governmental units and a Binding contract on 12-31-85

:
Property

properly is tangible personal property used investment credit. _Li~t or basis of property to pass through foreign persons and entities. in a trade or business or held for theaccuracy of these time estimates or tothe dividual partners or shareholders: that is constructed, reconstru ted, or If a husband and wife file separate
suggestions for making this form more (4) Used for lodging or for furnishing the acquired under a written conic production of income, and depreciated returns . each may claim up to $75,000 . Ife the Part I elections. lodging (see section 48(aX3) for exceptions, act that was under the Accelerated Cost Recoverysimple, we would be happy I hear from

* columns (2) of line I and the line 2 binding on December 31 . 1985 . one of them has no qualifyi,&useWdroperty,
you .You can write to either IRS or the i.e., hotel or motel furnishings). System (ACRS). See sections 46(c)(7) . 168 theoftrmayclaimupto$l , . 00
Office of Management and Budget at the worksheet, 9 Construction in progress on 12-31-85: (as in effect before the Tax Reform Act of The $150,000 limitation applies to a(5) Amortized or depreciated under Property that is constructed o

1986), and 28or.addresses listed in the instructions of the a the qualified investment on line 5 . and section 167(k), 184, or 188 . reconstructed if at least 5% ofthe cost, or partnership, S corporation, estate, or trust . 0tax return with which this form is filed . a columns (2) and (3) for line 1, Schedule B (6) Acquired or constructed with $1 million, had been incurred or committed Unit 2 -
Norrecovery Property.-Compute The $150,000 must be divided among th eItems You Should Note (you should also tell the partner, etc.

. how "excluded cost-sharing payments" from by December 31, 1985. your qualified investment using the estate or trust and its beneficiaries based o nmuch of the column (3) basis to enter on
's cility in worksheet format at the bottom of this Page. ta a oca a 71

You cannot claim any investment credit for lines 3 or 4) . ra t under any program listed in section Equipped building or plant is the income of the es te or trust 11 bi to
property placed in service after December Attach the completed form to the 12Q or by grants under the Energy progress on 12-3 1-85 : If construction had

Nonnilcovety property includes: each. A $150.000 limitation also applies to 0
31, 1985 . unless the property is: Security Act. begun pursuant to a written specific plan a property you elect to depreciate using a each partner, shareholder, or beneficiary . 14partnership or S corporation return to show

D. Elections- and more than one-half the cost had been method not expressed in terms of years ; Controlled corporate groups must divide th e
Transition property, as defined in the the total cost or basis that is passed limitatio6 among all component members . 3

Specific Instructions for lines Ila)- 1(d); through . (1) Qualified Progress Expenditures . -You incurred or committed by December 3 1. e property you elect to amortize (e.g. ,

If you are a partner, beneficiary may elect under section 46(d) to increase 1985 . leasehold improvements); See section 48(c) and related regulations.
e Qualified progress expenditure property, shareholder in an

S corporation, o; lessee your qualified investment for the year by Specific projects listed in the Tax Reform
0

property transferred of acquited merely Line 4- Multiply line 3 by 10% ( . 10) .
as defined in General Instructions D(1) to bring the property under ACRS ; However, you must reduce the regular 10%
under 'Elections," and the Specific use Form 3468 to figure the credit based 6n qualified progress expenditures. This Act of 1986 .
Instructions for lines l(a)-l(d) ; your share of the investment by the permits you to claim investment credit on a Transition property must be placed in property acquired in certain credit for transition and QPE property (bu t

partnership, estate . trust, S corporation, or long-term construction project before it is se"ice before the date shown in the nonrecognition transactions : not for qualified timber property) by 35% .
CL• Qualified timber property; lessor. completed and placed in service. Check box following table . Otherwise, no credit will be 9 certain property used outside the U.S. ; thus making the credit for this type of

• Certain rehabilitation property; or For more details on investment credit, A in Part 1 . The election applies to all allowed. a public utility property if you do not use the property 6 5% (10% minus 35% of 10%).
progress expenditure property for the tax Include & reduced credit on line 4 .• Business energy property . see Publication 572, General B iness, t. Must be placed normalization method of accounting.

If you use all of the transition or QPEFor most taxpayers, this mearr. you may no Credit, and regulations under sections 46 year I is made and all later tax years . Property clan life (years) In service before See section 168(e) for further details.us
credit in the current year, then none of the 0longer claim any investment credit for and 48 . In general. "progress expenditure 3 or more but Ins than 5 . . . . . . July 1 . 1986

Enter the amortizable basis in reduction may be carded to any other year . 0-*property such as automobiles . delivery 8. How to Figure the Credft.-For property" means property which is being 5 or more but Ins than 7 . . . . January 1 . 1987 forestation and reforestation expenditure s
recovery property, the class of property If you are able to use only a portion of 14trucks, office equipment, farm equipment. constructed by or for you and(1) 7 or more but Ins than 20 . . . January 1, 1989 on line 2(c) of the worksheet. See sec ion

etc. construction began before 1986 (or you had Idetermines the percentage qualifying for 20 or more . . . . . . . . . . . January 1 . 1991 48(aXlXF). See section 46(cX5) for rules the reduced credit in the current year
General Business Credit .-The general investment credit . For nonrecove binding contract on 12-31-85 to begin because you are limited by the tax liabilityfor certain pollution control facilities . limitations, then you may carry forward tobusirim credit consists of the investment property . the useful life of the property for c You must reduce the basis for deprecia-ry aonstruction), (2) the property has a normal tion by the full amount of the credit claimed .credit (Form 3468), jobs credit (Form investment credit must be the same as the construction period of two years or more, your next year the unused portion of th e

5884). credit for alcohol used as fuel (Form useful life for depreciation or amortization . and (3) it is reasonable to believe that itwill reduced credit and a corresponding portion 0
. be new section 38 property when it is placed L .ne 2 Nonrecovery (3) (4) 1 the 35% reduction .6478), research credit (Form 6765). and See section 48 for special rules on movie Property Worksheet L~m We Yeam Bob or Cost Applicable lified 0

low-income housing credit (Form 8586) . If and television films, sound recordings . and in service. P_ I =1 If, for example, you are able to use half of
you have more than one of these credits for sale-leasebacks . (2) Election for Leased Properly .-if you 3 or more/less than5 33% the reduced credit in 1988. then you may
1988, or a carryback or carryforward of any See section 46(e) for limitations on the lease property to someone else, you may Nm (b) 5 or more/less then 7 66% carry forward the other half of the reduced
of these credits, you must summarize them investment credit for mutual savings elect to treat all or part of your 7 or more 100

credit and half of the reduction .
on Form 3800, General Business Credit . If institutions, regulated investment investment in new property as if it were LO If you are not able to use a" of the
you have only a 1988 investment credit. companies. and real estate investment made by the person who is leasing it from (d) 3 or mffe,1!H than 5 reduced credit because of the tax liability
you do not have to file Form 3800 this year . trusts. you. Lessors and lessees should see Used 66%

section 48(d) and related regulations for 1e)
5 or T7=than 7 limitations. then you may carry forward to

General Instructions Generally, you may only take half of the l(f) 100 your next year the entire credit (both the
regular ciredit for certain vessels. See rules on making this election. For reduced credit and the reduction).

A. Purpose of Form.-Use Form 3468 to limitations see sections 46(eX3) and Total-Add lines (a) throui0h (f) and enter on line 2 of Form 3468 . . . . . 1 2sections 46(gX 1) through (6). If you claim 48(dX6).claim a regular, rehabilitation, or business the fu9 credit, check box 8 in Part I of Form
energy investment credit or to make certain 3468 .
elections. Page 2
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545-OM
F-3800
DefortmeM of no Trwu"

General Business Credit
h"..&I R_ S-. Attach to your tax retuim.

088
1 - 2,6.24

Name(S) ast~w mtm

M Tentative Credit

I Investment credit (Form 3468 . line 8) . . . . . . . . . . . . . . . . . . . . . 0 0

2 Jobs credit (Form 58", line 6) . . . . . . . . . . . . . . . . . . . . . . . . "

2

0
3 Credit for alcohol used as fuel (Form 6478 . line 11) . . . . . . . . . . . . . . . . 3 1%

to
A4 Credit for increasing research activities (Form 6765, line 25) . . . . . . . . . . . . . .A--

5 Low-income housing credit (Form 8586, line 6) . . . . . . . . . . . . . . . . . . 5

6 Current year general busIne" credit-Add lines I through 5 . . . . . . . . . . . . . 6
C

7 Carryiorward of general business credit (invesbywrit (see instructions), WIN, jobs . alcohol fuel ,
research, ESOP, of low-income housing credits) . . . . . . . . . . . . . . . . . . 7

Carryback of general business credit to 1988 . . . . . . . . . . . . . . . . . .
CID

Tentative general business credit-Add lines 6,7, and 8 . . . . . . . . . . . . . . .

Tax Liability Limitations

10s Individuals-From Form 1040, enter amount from line 40 . . . .
. . . .b Corporations-From Form 1120, Schedule J, enter tax from line 3 (or Form 1120A Part 1.

line 1) . . . . . .
. * . . . . . . . . . * . . . .

.
. . . . . .

c Other filers-Enter income ta'x before credits from return . . . . . . . . . . . . . 1 10 0 %
Ile Individuals-From Form 1040, enter credits from lines 41, 42, and 43, plus any orphan dru g

credit. mortgage interest credit . and nonconventional source fuel credit included on line 46 .. 3
b Corporations-From Form 1120, Schedule J, enter credits from lines 4a through 4d (Form ch

1120-A filers. enterzero) . . . . . . . . . . . . . . . . . . . . . . . .
c Other filers-See instructions for line I Ic . . . . . . . . . . . . . . . . . . 1 1

12 Income tax liability as adjusted-Subtract line I I from line 10 . . . . . . . . . . . . . 12 CL
13 Tentative minimum tax-

Individu Is-From Form 6251, enter amount from line 17 . . . . . . . . . . . . .
Corporaations-From Form 4626 . enter amount from line 13 . . . . . . . . .

c Estates and Trusts-From Form 8656. enter amount from Part III, line 10 . . . . . . . . 13 o'*
14 Net income tax-

Individuals-Enter the sum of line 12, above, and line 19 of Form 6251 . . . . . . . . . 0
Corporations-Enter the sum of line 12. above . and line 16 of Form 4626 . . . . . . . .

c Other filers-See instructions for line 14c . . . . . . . . . . . . . . . . . . 14

15 If line 12 is more than $25,000-Enter 25% of the excess . . . . . . . . . . . . 15

16 Enter-Line 14 less whichever is greater . line 13 or line 15 (if less than zero, enter zero) . . . . 16
17 General business credit-Enter the smallerof line 9, or line 16 (corporations, see instructions) her e

and on Form 1040, line 44; Form 1120 . Schedule J, line 4e; Form 1120-A, Part 1, line 2a ; or the
proper line on other returns . . . . . . . . . . . . . . . . . . . . . . . . 17

For paperwork Reduction Act Notice, sea page I of the separate Instructions to this form. F.. 3800 o988)

00



ent of the Treasury N, and ESOP cfedft
business (siOnculsutdri rrigiff ; eanbdookai4mo fewreamdjuxlemme

s

Revenue Service
===.."dbecome SW*ocrt

ikosnM3dg((CAXp2p)IkUambtteattol*Cn (c) The taxable irK=m (or kon) before
nt) &is not operating loss deduction when

credit carryforward to 1988 . totals more than $40,000 (of if the corporations only) combined with your adjustments and taxnr-Q-J/88 Q= You must reduce the portion of the taxpayer is a member of a controlled group, Tentatively complete Form 3468 or Form preference items (including the book
business credit canyforward attributable to more than the exemption allowed by

section 3800, as applicable, and Form 4626 . in income adjustment) totals more than
the section 46(aX far investment tax 156 1) .then you may be entitled to a larger $40.ODO (or. if the taxpayer is 9 member of
credit (other than lified timber general business credit. Tentatively figure accordance with the.instructions for the a controlled group, more then theInstructions for Form 3800 fO)= form . If : .
property) by 35%. Use the following the credit through line 17 and then use the exemption allowed by section 1561),

the allowable portion worksheet below to see if you are entitled to (a) The full amount of the credit shown then complete this worksheet to determine
General Business Credit and include the reduced credit (65%)on a.larger credit . (Under certain on line 9, Form 3800, or on line 8 . Form the total allowable general business credit,
(Section references are to the Internal Reven

I

ue Code unless otherwise noted.)
line 7 . circumstances part or all of the additional 3468, cannot be used during the current including the additional amunt of
I Carryforward of section credit will be used on Form 4626 instead of tax year due to tax liability limitations : AND investment credit attributable to the regula r

40(aX,I)l regular ITC from on Form 3800.) (b)Arty portion of the credit is percentage under section 46 that the
0For more information on the jobs credit, prior yea S) . . . . . $ attributable to the regular investment credit corporation is entitled to offset agains tGeneral Instructions 4

under section 46 ; AND either the regular tax or the alternative 0see Form 5181111,01, Jobs Credit, or Publication 2 Enter 65% . . . . . .6Paperwork Reduction Act Notice.- 572 . minimum tax, as applicable. 14
We ask for this information to carry out the For more information on the alcohol fuel 3 Multiply line I by line 2- VInternal Revenue laws of the United States

. credit, see Form 6478, Credit for Alcohol this is the amount of the
We need it to ensure that taxpayers are Used as Fuel . regular ITC carryforward I Enter the portion of the credit shown on line 9, Form 3800 (or line 8, Form 3468, if you are filing only Form 0

c 'Y'
laws and to allow us to you may use . Enter here 3468)that is attributable to the regular investmentcredit undersection,16 . . . . . . . . . . .omp For more information on the researchfigure nT =_1e right amount of tax. and include with any other 2You are required to give us this information . credit, see Form 6765, Credit for carryforwards on line 7 of 2 Enter the amount from line 13, Form 4626 . . . . . . . . . . . . .

The tithe needed to complete and file this Increasing Research Activities (or for Form 3800 . - - - - - S 3 Multiply the amount on line 2 by 25% ( .25) . . . . . . . . . . . . . . . . . . . . . . (D
form will vary depending on individual claiming the orphan drug credit), or If you cannot use all of the credit an line 3 4 Enter the amount from line 16, Form 3800 (or line 15 . Form 3468. if appropriate) 4
c rcumstances . The estimated average time Publication 572.

above because you are limited by the tax 5 Enter the portion of the credit shown on line 9, Form 3800 (or line 8, For. 3468,is: For more information on the low-income liability limitations, then you may carry if appropriate) that is
NOT attributable to the regular investment credit underhousing credit . see Farm 8586, Low- forward to your next tax year the unusedFtecordliteeping . . . . 10 his ., 2 min. Income HousingCredit .or Publi tion572. i PO 5oc'Unused port on ofthe credit and a corres nding section 46

. . . . . . .Learning about the Carryback and Carryforward portion of the 35% reduction . If. for 6 Subtract line 5 from line 4 (if less than zero, enter zero) . . . . . . . . . . . . . . . . . 6low or the form . . . . 7 hrs., 24 min. Crodit.-If you cannot use part orall of the example you are able to use only hall of the
Prepartnil the form .25 firs., 34 min . credit on line 6 because of the tax liability line 3 ci;iiit in 1988, then you may carry 7 Subtract line 6 from line 1 (if less than zero . enter zero) . . . . . . . . . . . . . . . . . :3
Copying assembling, limitations, you may carry any excess back forward the other half of the credit and hall 8 Recompute the amount on line 11, Form 4626 . by using zero on line 7, Form
and sending the form to each of the 3 preceding tax years, of the 35% reduction. 4626, and enter the result here . . . . . . . . . . . . . . . . . . 6
to IRS . . . . . . . 5 firs ., 5 min. beginning with the earliest . If you have an Une S .-Leave blank in 1988 . Use only in 9 Multiply the amount on line 8 by 10% (, 10) . . . . . . . . . . . . .unused credit after carryback, it may be . . . . . . . .

If you have comments concerning the carried forward to each of the 15 years after subsequent years to carry back unused
accuracy of these time estimates or credits arising in those later years . 10 Enter the amount from line 12, Form 3800 (or line 11, Form 3468. it appropriate) 1 10 1

suggestions for making this form more the year of the credit
. Credits unused after Una

I lic-0ther filem .-Before you can I I Recompute the amount on line 16, Form 4626, by using zero on line 14, Form15 years may be deducted in the 16th year I I I - cosimple. we would be happy to hear from (or earlier if the taxpayer dies or goes out of claim. the general business credit against 4626, and enter the result here . . . . . . . . . . .
. .

. . I
you . You can write to either IRS or the business). Unused ESOP credits are your income tax liability, you must reduce 12 Add lines 10 and 11 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 2
Office of Management and Budget at the deductible in the 15th year if unused by this tax fiabil~y by the following credits :

13 Enter the amount from line 17, Form 3800 (or line 16, Form 3468 . if appropriate) 1 13 1 0addresses listed in the instructions of the that time. Note: Generally only haff the a Personal credits (child and dependent
tax return with which this form is filed. unused investment credit is deductible. If care credit, credit for elderly or disabled, 14 Enter the amount from line 21, Form 8801 . . . . . . . . . . . . . . 1 14
Items You Should Note .-If you have a you had originally mode a section 48(q)(4) and the credit for interest on certain home 15 Add lines, 13 and 14 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 5
carryforward of section 46(aX 1) regular election to take a reduced credit instead of mortgages) 0
Investment credit to 1988. you must adjusting the basis of the property, then a Foreign tax credit

16 Subtract line 15 from,line 12 . . . . . . . . . . . . . . . . . . . . . . . . . . 1 6

reduce this credit by 35% before entering it none is deductible. 9 Possessions corporation tax credit
17 Subtract line 9 from line 16 . . . . . . . . . . . . . . . . . . . . . . . . . . . . L7_

on line 7 . Note : Recently enacted legislation prohibits is Orphan drug credit
18 Enter the smallest of line 3 . line 7. or line 17 . . . . . . . . . . . . . . . . . . . . . is

If you have credits from passive activities. carryback of the low-income hous' "ed't 19 Subtract line 18 from line 2 . . . . . . . . . . . . . . . . . . . . . . . . . . _L9_see Form 88 10, Corporate Passive Activity to years ending before Jartunty 1, IMP ' 9 Nonconventional source fuel credit
Loss and Credit Limitations (for Although the investment, jobs, alcohol Una 14c-Othor filem-Enter the sum 20 Enter the greater of : (a) line 19, above, or (b) line 15, Form 3800 (line 14, Fqrnn 3468, if appropriate) 20
corporations only), or Form 8582-CR, fuel, research, and low-income housing of line 12 and your alternative minimum 21 Subtract line 20 from line 14, Form 38M (line 13. Form 3468 . if appropriate) . DO NOT enter more than
Passive Activity Credit Limitations (for credits are aggregated as the general tax . if any, from whichever alternative the amount on line 9, Form 3800 (or line 8, Form 3468, if appropriate) . . . . . . . . . . . . . 21

CLindividuals, trusts, and estates), before business credit, you should keep separate minimum tax form you file
. 22 Enter the lesser of: (a) line 21 . above, or (b) line 12, Form 38W (or line 11, Form 3468) here and on linecompleting Form 3800. records of these credits to ensure that no Une 15 .-If a husband and wife file

Purpose of Form.-The general business credits or deductions are lost . separate returns. each must use $12,500 17, Form 3800 (or line 16, Form 3468jinstead of the amount previously computed on that line . Write
credit consists of the investment credit The order in which the general business instead of $25,000. But if one of them has "Sec . 38(cX2)" in the margin next to your entry . . . . . . . . . . . . . . . . . . . 22
(Form 3468) . jobs credit (Form 5884). credits are used is generally the following no credit, then the other may use the entir e
alcohol fuel credit (Form 6478), research order as of the close of the tax year in which $25,000, 23 If line 21 is greater than line 22, enter the excess here and on line 14. Form 4626 . . . . . . . . . . 23
credit (Form 6765). and low-income the credit is used: Controlled corporate groups must divide
housing credit (Form 8586) . If you have a Regular investment credit the $25 .000among all component C
more than one of these credits. or a members. Site section 38(cX3XB).
carryback or carryforward of any of these e Business energy investment credit Estates and trusts must first determine
credits, you must attach the appropriate e Employee plan invL-Iment credit what percentage of the total income i s
credit forrns and summarize them here on carrifforward allocable to the estate or trust itself, then 0
Form 3800. Ifyou have only one of these 9 Rehabilitation investment credit apply that same percentage to the $25 .000
credits for 1988, you do not have to file e Jobs credit amount on line 15s .Form 3800 Instead, use Only that
particular form to claim the credit . For e Alcohol fuel credit See section 38(cX3XC) for limitations on
example, ifyou have only a 19MIlobs; e Research credit , the credit for mutual savings institutions.

credit, you may use Form 5884 to claim a Low-income housing credit regulated investment companies, and real
your credit. You do not have to file Form estate investment trusts .

3800 in this case.
e WIN credit carryforward Una 17-If you are a C corporation with
a ESOP credit carryforward far investment credit included in line 1You do not have to take thejobs of 7, and if (a) all of the credit cannotalcohol fuel credits if you do root Wish to.

For more information on investment Specific Instructions be used in the current year because of tax

credit. see Form 3468, Computation of Una 7. * All carryforwards of unused liability limitations, and (b) your taxable
income or loss (before the net operating loss

investment Credit. or Publication 572. investment, jobs, alcohol fuel, research, deduction) when combined with you rGeneral Business Credit. Page 2
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D-or.d .-t .1 the T,e. .ry
Set Separate Instructions. 0088 A tomoblies. Certain Other Vehicles, Computers, and Property Used for Entertainment, Recreation, o r

ille Attach this for. to your return.
H-1,1111 67

insequence No Amusement (Listed Property) .
Ifyint nuryber, If you are using the standard mileage rate or deducting vehicle lease expense, complete columns (a) through (d) of Section A, all of

Section 8, ard Section C if applicable.

n, ~h~d, 1. h,,h In,, lcrrnn,,W~ Section A.-Depreciation (it a ornobiles, and other listed property placed in service after June 18, 1984 . are used 50% or
in trade or business, the section 179 deduction is not allowed and depreciation must beless

Depreciation (use Part II/ for automobiles, certain other vehicles, computers, and property used for entertainment,
taken using the straight line method over 5 years. For other limitations, see instructions .)

recreation, or amusement . ) Do you have evidence to support the business use claimed? 17yes U No If 'Yes ." is the evidence written? U Yes 0 No

Section A.-Election To -!r clable Assets (Section179) (b) Date
W Business (it) Cost or w Basis fordepinciation llnoeg~ 111"ecati .. %section 0(b) D .Tt !2t

(0) Type of property basis (Business use only-see 0
(a) 0-pho, of property (c) Cost (crUp-dreftchor, placed in

irial and
(100 1

(list whacles; first) Service percentage (see instructions for invirch..) _ry pencid deduction eup-
I .. d property) In

V

2 Listed property-Enter total from Part III, Section A . column (h) . . . . . . . . . . . . . . 0

3 Total (add lines I and 2 . but do not enter more than $10,000) . . . . . . . . . . . . . .
4 Enter the amount . if any, by which the cost of all section 179 property placed in service during this tax year is

more than $200.000 . . . . . . . . . . . . . . . . . . . . . . . . . . (D
5 Subtract line 4 from line 3 . If less than zero. enter zero. (See instructions for other limitations.) . . . . . I

Section 8-Depreclat on

(b) Date 11) Basis for d.pleclahon
(a) Method

(a) Class of property pLacedn, 18_ -
.1 (d)Reanely fjoing (t) Deduct- PrO.

se'r.c. -truchons'F""
period Un

I I
clep-t-

6 Modified Accelerated Cost Recovery System (MACRS) (see instructions) : For assets placed in
Total (Enter here and an line 2. page 1 .) . . . . . . . . . . . . . . . .

. . . .

.service ONLY during tax year beginning in 1988

a 3-year property Total (Enter here and on line 8, page 1 .) . . . . . . . . . . . . . . . .

Is 5year property Section B.-Information Regarding Use of Vehicles W

Complete this section as follows, ifyou deduct expenses for vehicles : co

c 7-year property a Always complete this section for vehicles used bya sole proprietor, partner, orothermore than 596 owner orrelatedperson.
9 Ifyou provided vehicles to employees, first answer the questions in Section C to see ifyou meet an exception to completing this section

for those items.
d 10-year prop"

'AN Vehicle 1 Vehicle 2 Vehicle 3 Velocle4 Vehicle 5 Vehicle 6

0 15-year property 0
I Total miles driven during the year . . . - I

f 20-year prop" 2 Total business miles driven during it* year
3

3 Total commuting miles driven during th e
g Residential rental property year . . . . . . . . . . . . .
h Nonresidential real property 4 Total other personal (noncommuting)

_Alte ._,t,,e oe-prec_iationSystem (ADS)
miles driven . . . . . . . . . .

Yes No Yes No Yes No Yes No Yes No Yes No

Listed property-Enter total from Part III, Section A, column (g) . . . . . . . . . . . . . 5 Was the vehicle available for persona l
9 . . . cluring off-duty hours? . . . . . . .MACRS deduction for assets placed in service prior to 1988 (see instructions )

Section C.-ACRS and/or Other Depreciation 6 Was the vehicle used primarily by a more

10 Property subject to section 168(f)(1) election (see instructions) . . . . . . . . . . than 5% owner or related person ?

I I ACRS and/or other depreciation (see instructions) . . . . . 7 Is another vehicle available for personal C
Section D.-Summary use?. . . . . . . . . . . .. 0

12 Total (add deductions on lines 5 through 11). Enter here and on the Depreciation line of your return (Partner- Section C-Questions for Employers Who Provide Vehicles for Use by Employees .
ships and S corporations-Do NOT include any amounts entered on line 5.) . . . . . . . .

.
. (Answer these questions to determine if you meet an exception to completing Section B . Note: Section 8 must always be 0

13 For assets above placed in service during the current year, enter the portion of the basis completed for vehicles used by sole proprietors, partners, orother more than 5% owners or related persons .) 3
attributable to section 263A costs . (see instructions) . . . . . . . .

.
. . I Yes No Ch

Amortization 8 Do you maintain a written policy statement that prohibits all personal use of vehicles, including commuting, by your

(b)Dlitoacquincd .('th)1C%ts"
(it) Code 0) Annortiza (f)A .W ..hon employees? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

(a) De-phon of property section hon p,, .d o, for tlins yea rpercentage 9 Do you maintain a written policy statement that prohibits personal use of vehicles, except commuting, by your FM/1 ME
Amortization for propertyplaced in Tnice only during tax year beginning in 1988 employees?(See instructions forvehicles used by corporate officers, directors, or 1%or more owners .) . . . . . .

10 Do you treat all use of vehicles by employees as personal use? . . . . . . . . . . . . . . . .
I I Do you provide more than five vehicles to your employees and retain the information received from your employees Uff//, UNA

2 Amortization for property placed in service prior to 1988 . . . . . . . . . . . . . . . . concerning the use of the vehicles? . . . . . . . . . . . . . . . . . . . . . . .
._16 3 Total . Enter here and on Other Deductions or Other Expenses line of Your return . . . . . . . 12 Do you meet the requirements concerning qualified automobile demonstration use (see instructions) ?

C0 See Paperwork Reduction Act Notice, on page I of the Separate Instructions. F.- 4562 nglips) - Note: If your answer to 8 . 9, 10. 1 1 . or 12 is 'Yes, you need not complete Section B for the covered vehicles .
to L_ -



(D
=ent of the Treasury make.,~,eniion and a briefifescription of

the if carry r of unused cost 7,Yow PrOPertY.-This is Property with a Complete tables for both Pre-'87 and LING 7-Aftemartive Depreciation System":-)88 Revenue Service from 1~i7, enter * 109ve? carryover' and class life of 10 years or more, but less than post-'86 r les for all classes Of Property are (ADS).- Instead of the methods discussed
r.9 skip Columns (b) and (c). 16 years . It includes office furniture and in Pub . 53U4 .0

Column (b) .-Enter the month and year above
. You may make an irrevocable electionequipment ; railroad track ; a single purpose 3-Yew Property, 5-y"r property, 7-year to use the straight-line method to figureagricultural or horticultural structure ; and property. andyou placed the Property in service . any Property not having a class life and not 10-year Property . Ag~X depreciation for one or more classes of

~nstrucfions for ForM A562 the half-year convention, and useTh Property. If elected, this method must beColumn W . -Enter the property's cost. otherwise classified
.-This is property with a sd1ec

Iignhi r
gi i na I

mancehoMdeft0hr01dh,eSfWi risttchingr tion t he used for all property in the same class thattOmit any undepreciated basis on assets;ou 10-year Property. placed in service only during 1988
. is

Depreciation and AniortiZation raded in . For information on basis, see ub. class life of 16 years or more, but less than which that method would result in a higher To figure depreciation under this55 1 . Basis of Assets. 20 years. It includes vessels . barges, tugs, deduction. You may use optional Table (a) on method . divide the basis for depreciation by(Section references are to the Internal Revenue Code, unless other .wise noted.) Column (it). -Enter the part of the cost and similar water transportation equipment . page 4 to figure your depreciation . Apply the the class life. and use the same conventionsI you choose to expense. You can choose to 15-Year Property.-This is property with a percentage shown in the table to the original as explained above . If personal property
Paperwork Reduction Act recovery property, and leased listed expense part of the cost of an asset and class life of 20 years or more, but less than basis each year . The table reflects the switch does not have a class life, use 12 years . For
Notice property, see Pub . 534 and Put). 917 . For depreciate Ite, rest at it . 25 years. It includes depreciable land to the straight-line method . Also, see 'Mid- certain exceptions, see section 0

more information on amortization Line 2.-If you choose to claim a section improvements ; municipal wastewater Quarter Convention' below for a special rule . 168(g)(3XB). For nonresidential real 0We ask for this information to carry out the (including depreciation/ amortization of 179 expense deduction for automobiles and treatment plant ; and any telephone 15-year property and 20-year property and residential rental property, _%Internal Revenue laws of the United States . leasehold expenses), see Pub . 535, other listed property, complete Section A, distribution plant and comparable property .-Apaly the half-year convention, divide the basis for depreciation by 40. andWe need it to ensure that taxpayers are IS
use the mid-month convention . The election VBusiness Expenses. Part III . See "Limitations for Automobiles* equipment used for 2-way exchange of voice and use the 15 declining balanc ecomplying with these laws and to allow us to under Section A, Part Ill . and data communications . method. switching to strai ht-line method for nonresidential real property and (0figure and collect the right amount of tax . Line-by-Line Instructions Line 4 .-If you purchased more than 20-Year Property.-This is property with a for the first year in which A ."t method residential rental property may be made 11%You are required to give us this information . Part I .-Depreciation $210,000of "section38 property"during class life of 25 or more years . It includes results in a higher deduction. You may use separately for each property. 0The time needed to complete and file this Depreciation is an amount deducted each the year . you may not expense any property municipal sewers . optional Table (a) on page 4 to figure your ADS must be used for the following: 0:0.form will vary depending on individual year for assets . except land, acquired for under section 179. Residential Rental Property.-This is a depreciation. Apply the percentage shown o any tangible property used mostly outside 0circumstances . The estimated average time business use or held to produce income . Line 5 .-ifyou are married filing building in which 80 percent or more of the in the table to the original basis each year . the United States:is: (Land is never depreciable.) Depreciation separately, each spouse is limited to half total rent is from dwelling units

.
The table reflects the switch to the straight- o any tax-exempt use property ;Recofillteeping - 29 his. and 39 min . starts when you first use the,property in your the allowable amount unless you elect to Nonresidential Real Property .-This is line method . Also, see 'Mid-Quarter o any tax-exempt bond financed property ; M

Learning about the business. It ends when you take the property allocate the section 179 expense in a real property, other than resideontial rental Convention' below for a special rule . and (11law or the form 3 hrs. and 16 min . out of service. deduct all your depreciable different manner. property, which has a class life
f
at least Nonresidential Real Property and a any imported property covered by an 0-0.

cost, or no longer use the property in your The amount on line 5 is further limited to 27 .5 years . Residential Rental Propetly.- Use the Executive Order of the President of the CPreparing and sending . business. the total taxable income (before deducting See Pub . 534 for more information on straight-line method and apply the mid- United States . c%the form to IRS 3 firs. and 54 min . Complete Section A of Part Ill on page 2 . the section 179 expense) from all active class lives . month convention. You may use optional Line 9.-MACRS deduction for cosobIf you have comments concerning the instead of Part 1 . for depreciation of all trades or businesses you are engaged in . Column (b). -For lines 6g and 6h, inter Tables (b) or (c) on page 4 to figure your placed In service prior to 1988-For
accuracy of these time estimates or 'listed property .' regardless of when such (For individuals the taxable income is the the month and year the property was placed depreciation . Apply the percentage shown assets placed in service after 1986. orsuggestions for making this form more property was placed in service aggregate net income from any trade or in service, or converted to use in a trade or in the table to the original basis each year . depreciated under post-'86 rules, enter th ebusiness; for other entities it is the taxable business, or for the production of income . Mid-Quarter Convention.-H more than MACRS deduction for the current year .s mple .we would be happy to hear from If any 'listed property' placed in service . 40% of the total basis of all property placedyou . You can write to either IRS or the after June 18, 1984, was used more than income .) Any amount disallowed under this Column (c) .-To find the basis for The basis and amounts claimed fo rOffice of Management and Budget at the 50% in a trade or business in the year it was rule is treated as a carryover of unused cost depreciation . multiply the cost or other in service during the tax year was placed in depreciation in prior years should be part of CDddresses listed in the instructions of the placed in service . and used 50% or less in a for next year. basis of the property by the percent of service during the last 3 months of that your permanent books and records. No ODItlax return with which this form is filed . later year. part of the depreciation, section Section B .-Deprodation .- business use. From that result, subtract any year, you must use the 'mid-quarter attachment is necessary .
Items You Should Note 179 deduction. and investment credit may NOTE: Lines 6a through 6h should be section 179 expense deduction convention" for all property placed in Section C .-ACRS and/or Otherservice during the year (lines 6a-6f) . This Depreciation -Use Section C for 0a Individual taxpayers making an election have to be recaptured in the later year . completed for assets, other than Column (d). -Enter the recovery period - rule does not apply to nonresidential rea lFigure the depreciation and section 179 automobiles and other listed property, Th is is usuaI ly the num bar of yea rs that property, oth~r than automobiles and otheru rider section 17 1 to amortize bond property and residential rental property listed property, you do not amortize ordeduction to be recaptured on Form 4797, placed in service only during the tax year corresponds to the class of property in (lines 6g a nd 6h) . The mid-quarterpremium do not have to complete Part 11 to Sales of Business Property . Figure the beginning in 1988 and depreciated under column (a). For example, for 3-year property expense. This includes :make such election . Instead. attach a convention treats property which is placed 0statement to your return showing the investment credit to be recaptured on Form the Modified Accelerated Cost Recovery the recovery period is 3 years ; for 5-year in service or disposed of during a quarter as a ACRS property (pre-'87 rules);4255, Recapture of Investment Credit . System (MACRS) rules contained in section property the recovery period is 5 years, etc . 0 property placed in service before 1981 ;computation of the deduction . Sedion A.-Election To Expense 168 (as amended by the Tax Reform Act of For residential rental property, the recovery being placed in service or disposed of during
o Taxpayers claiming any type of deduction the middle of the quarter . o certain public utility property. which does
for listed property (such as Depreciable Assets .-You may choose to 1986). The term 'Modified Accelerated period is 271/2 years and for nonresidential In making the determination whether the not meet certain normalization requirements :automobiles, expense part of the cost of depreciable Cost Recovery System'(MACRS) is used to real property, it is 3 1 1h years .computers. and property used for purposes I mid-quarter convention applies, property 0 certain property acquired from related
of entertainment. recreation and personal property used in your trade or distinguish the deductions computed under If you use the alternative depreciation subject to pre- 1987 rules is taken into persons ;
amusement) must complete Part Ill on page business and certain other property past-'86 rules from deductions prescribed system (line 7) . enter the recovery period or account . However, the mid-quarter o property acquired in certai n
2, regardless of when such property was described in Pub . 534. To do so, you must under pre-87 rules of the Accelerated Cost class life . (See section 168(g).) convention applies only to property subject nonrecognition transactions ; andhave purchased (as defined in section Recovery System (ACRS). Column (e). -Enter the method of to the post- 1987 rules . o certain sound recordings, movies, andplaced in service . 179(dX2)) and placed the property in Depreciation may be considered an figuring depreciation and convention by To use the mid.quarter convention . figure videotapes.o As an alternative to depreciating a service during the 1988tax year, orhavea adjustment for alternative minimum tax writing "DDB." '150% D8," or 'SL," for depreciation foreach asset using Table (a) Line 10-Property subject tosedlonvehicle . self-employed individuals mayelect carryover of unused cost from 1987 . If you (AMT) purposes. See the appropriate AMT depreciation method . and or on page 4 . Multiply that result by 2 (because 168(f)(1) election.-Report property thatto use the standard mileage allowance if take this deduction, the amount on which form that you are required to file : Form "V4," for half-year, mi dtwo or more vehicles are n6t used at the -month, or mid. Table (a) is based on the half-year you elect, under section 168(fX 1), toyou figure your depreciation or amortization 625 1 - individuals, Form 4626- corpora- quarter conventions, respectively . convention), and then multiply by the depreciate by the units-of-productionsame time. For more information, see Pub. deduction must be reduced by the section tions, or Form 8656-estates and trusts . Column (f) .-Figure your depreciation number of full quarters that the property method or any other method not based on a917, Business Use of a Car. 179 expense. Column (a) . - deduction according to the instructions was in service, plus one-half ( .5) for the term of years (other than the retirement-o All details of depreciation should be Note: The following do not qualify as Types of Property.-Property is classified Oven below. quarter in which the property was placed in replacement-betterment method) .retained as part of your permanent books section 179 property. (1) property used as follows: service. Then divide that result by 4. On a separate sheet. attach : (1)a 0and records . See Pub. 534, Depreciation, 5096 or less in your trade or business ; and 3-Year Property .-This is property with a How To Figure Depreciation Subsequent year's depreciation can also description of the property and wha tfor examples of how to keep depreciation (2) property held for the production of class life of 4 years or less. It includes a race The following instructions apply to figuring be figured from the percentages shown in depreciation method you elect that exclude srecords. income (section 212 property) . horse over 2 years old at the time it is depreciation for line 6, column (f) . Also, the tables contained in Pub. 534. the property from ACRS or MACRS ; and (2) 0
Purpose of Form An estate or trust may not elect to placed in service, and any other horse read the instructions below under 'Mid- Election .-You may also elect to use the the depreciable basis (cost or other basi sUse Form 4562 to claim your deduction for expense property. A partnership or S (other than a race horse) over 12 years old Quarter Convention" for information on reduced, if applicable, by salvage value,depreciation and amortization; to make the corporation may elect to expense a straight-line method over the recover yat the time it is placed in service . when that convention must be used . Period (instead of the class life), using the investment credit, and the section 179election to expense recovery property ; and maximum of $10,000 and pass through the 5-Year Pfoperty.-This is property with a Revenue Procedure 87-57, 1987 .2 C .B. same conventions discussed above. If expense) .to provide information on the business use allocable portion to its partners or class life of more than 4 . but less than 687 describes the applicable depreciation elected, this method must also be used for Enter the depreciation deduction inof automobiles and other listed property . shareholders . Each partner's or 10 years . It includes automobiles or general methods, recovery periods, and conventions all property in the same class that is placed column (f) .In using this form, a taxpayer should shareholder's total section 179 expense purpose trucks; qualified technological that must be used in computing inservi a duringthetax year. Line I I.-ACRS and/orotherprepare and submit a separate Form 4562 deduction from all sources is limited to equipment which includes computers and depreciation deductions for the general C%ut.1 on,:,%d,,ng legiula liogn -uldal Dv . depredation- Enter the tota lfor each business or activity on the return' If $10.000 . See Pub .534 for more peripheral equ ipment; property used in depreciation system (referred to as MACRS) , " le

"1200ro a depreciation attributable to assets, othermore space is needed, attach additional information . connection with research and and the alternative depreciation system straight line depreciation over the class life than automobiles and other listed property,sheets . - Line J .- experimentation ; and certain energy under section 168 ., of the property for property other than acquired before 1981 (pre-ACRS), propertyFor more Information on depreciation, Column (a). -Enter the class of property property specified in section residential rental or nonresidential real subject to ACRS, or property that cannotthe election to expense newly acquired (that is, 37year, 5-year, etc .) for which you 168(e)(3)(13)(vi). Page 2 property otherwise be depreciated under ACRS. For
ACRS property, unless you use an afternate

a



percentage. multiply your basis for Line I-Complete line I only for property In column (a). list the make and model
depreciation by the applicable percentage placed in service during your tax year of automobiles, and give a general percentages given in the instructions for (column (c)) is less than 100%. For There are two types of wriften policy

as follows: beginning in 1988 . description of listed property . Section B. Part 1, line 11 for property placed example, ifan automobile placed in service statements that will satisfy the employer's

3-year property- Ist year (25%),2nd year Column (a).-Describe the property you If you have more than five vehicles used in service before 1987 or from Table (a) on in 1988 is used 60 percent for business, substantiation requirements under section

(38%) . 3rd year (37%); are amortizing . Amortizable property IOD% in your trade or business
. you may page 4 for property placed in service after then the firstyear depreciation plu5 section 274(d). The first type which prohibits

- 1st year (15%). 2nd year includes- group them by tax yea I . Otherwise, Iist a11 1986. Treat automobiles as 5-yea~r property 179 expense deduction is limited to 60 personal use, including commuting, must
5-year property (3-year property if placed in service before percent of $2,560. which is $1,536. meet the following conditions;

(22%) . 3rd through 5th year (21%); e Pollution control facilities (section 169 . vehicles separately . 1987) and computers as 5-year property . For leased automobiles, see Pub . 917 and lo The vehicle is owned or leased by the

10-yearproperty-Ist year (8%),2nd year limited by sectiorr291 for corporations). Column (b) .-Enter the date the

(14%). 3rd year (12%).4th th 9 Certain bond premiums (section 17 1) . property was placed in service . This is the If column (c) shows 50% or less use in a Temporary Regulations 1 .28OF-5T, for employer and is provided to one or more
rough 6th trade or business, and the property was amounts to include in gross income . employees for use in the employer's trade

year (10%). 7th through 10th year (9%); 111 Research and experimental expenditures date you first used the property for an y

(section 174) . purpose, whether personal or business . placed in service after 1986, figure column See Temporary Regulations section or business :

15-yearpublic utility property- Ist year (g) by dividing column (a) by column (f) and 1 .28OF-7T for lease terms beginning after e When the vehicle is not used in the

(5%) .2nd year (10%). 3rd year (9%) 4th 0 Business start-up expenditures (section . Column (c). -Enter the percentage of

year (8%) . 5th and 6th year (7%),7t; 195) . business use. For automobiles and other using the same half-year or mid-quarter 1986 . employer's trade or br;iness, it is kept on

through 15th year (6%); e Qualified forestation and reforestation 'vehicles," this is determined
by dividing convention as discussed on page 2 of the Column (h).-Enter the amount you the employer's business premises, unless i t

15-year, 18-year. and 19-year real property costs (section 194)
. the number of miles the vehicle is driven for instructions. If placed in service before choose to expense for property used more is temporarity located elsewhere, for 0

and low-income housing-LiSe the tables e Organizational expenditures for a purposes of a trade or business during the 1987 and after June 18 . 1984, multiply than 50% in a qualified business use example, for maintenance or because of a 0

in Pub . 534 . corporation (section 248) or partnership year by the total number of miles the column (e) by 20% for automobiles and 9% (subject to limitations noted above) . mechanical failure; -1

vehicle is driven for any purpose . Treat for computers . , using the vehicle lives at 101
(section 709).

Section B.-Information Regarding Use 9 No employe e

IfYou elected an alternate percentage to, vehicles used by employees (who are not For property used 50% or less in a of Vehicles the employer's business premises ;

any Property listed above . use the straight-
e Optional write off of certain tax

line method over the recovery period preferences over the period specified in more than
5% owners) as being used 100% qualified trade or business, no section 179 The information requested in Questions I No employee may use the vehicle for 0

you section 59(e)
. in your trade or business if the value of expense deduction is allowed. through 7 must be completed for each personal purposes, other than de minimis 14

chose in the prior year . See Pub . 534 for personal use is included in the employees' For property placed in service before vehicle identified in Section A. personal uqe (such as a stop for lunch 0)

more information. Column (b). -Enter the date you gross income or the employees reimburse 1987 that was disposed of duri ng the yea r, I employers
Pub.

acquired or completed the property or spent Employees must provide thei between two business deliveries) ; an d

Note: Taxpayefsplacingproperty in service the employer for the personal use. enter zero. with the information requested in Questions e The employer reasonably believes that, (D

after 1986 who are covered by
the amount you are amortizing . Employers who report the amount of Limitations for Automobiles.-When I through 7 for each automobile or vehicle other than de minimis use, no employee

transitional Column (0-Enter the total SmOu"t YOU personal use of the vehicle in the calculating your depreciation plus section provided for their use . uses the vehicle for any personal purpose. Wrules should figure their depreciation using
the rules for assets placed in service before

are amortizing . See the applicable Code employee's gross income, and withhold the 179 expense deduction for automobiles for Employers providing more than five The second type prohibits personal use,
1987. See sections 203 and 204 of the Tax section for limits on the amortizable amount . appropriate taxes, enter ' 100%" for the the first tax year in the recovery period . your vehicles to their employees, who are not except for commuting . This is NOT available

Reform Act of 1986, and Pub. 534 for more u Column (d).-Errter the Code section percentage of business use. For more deduction is limited to $2,560. more than 5% owners or related persons. if the employee using the vehicle for rue

information . rider which you amortize the property . information, see Pub. 917 . For listed For succeeding tax years in the recovery are not required to complete Questions I commuting is an officer, director, or 1% or

This amount should be calculated from Attach any other information the Code Property (such as computers or video period the deduction is limited to $6,000 if through 7 for such vehicles . Instead . they more owner . This type of written policy

your permanent books and records. No and regulations may require to make a valid equipment), allocate the use based on the, placed in service after June 18, 1984, but must obtain this information from their statement must meet the following

attachment Is necessary. For a sample election
. For additional information, see most appropriate unit of time the prope before January 1, 1985; $6,200 if placed in employees . check 'Yes" to Question 11, conditions :

worksheet, see Pub. 534. Pub. 535 . actually used . See Temp . Regs. 1 .28OFT-TIS service after December 31, 1984, and and retain the information received as part o The vehicle is owned or leased by the
co

Include any amounts aftributable to the Line 2-Enter the amount of amortization
It you have property that is used solely for before April 3, 1985; $4,800 if placed in of their permanent records . employer and is provided to one or mor e

Class Life Asset Depreciation Range attributable to property placed in service personal use that is converted to business service after April 2, 1985, and before Section C-Questions For EmployersWho employees for use in the employer's trad e

before 1988 . use during the tax year, figure the or business and is used in the employer's (000
(CLADR) system . If you previously elected percentage of business use only for the January

1, 1987 ; $4 . 100 for the second tax Provide Vehicles For Use By
Employees trade or business ;

the CLADR system, you must continue to Part Ill.-Automobiles and year in the recovery period if placed in For employers providing vehicles to thei r
number of months the property is used in service after December 31 . 1986; and employees, a written policy statement 9 For bona fide noncompensatory business 100

use it to depreciate assets left in your Other Listed Property your business . Multiply that percentage by $2,450 for the third tax year in the recovery regarding the use of such vehicles, if reasons, the employer requires th e
vintage accounts . You must continue to the
meet recordkeeping requirements. All taxpayers claiming any type of deduction number of months the property is used period if placed in service after 1986. initiated and kept by the employer, employee to commute to and/or from work 40

for automobiles and other listed property, in your business, and divide the result by 12. will in the vehicle;
If you elect CLADR for assets that do not regardless of the tax year such property was Column (d).-Enter the property's actual Note : These limitations are further reduced relieve the employee of keeping separate

qualify for ACRS, attach a statement that placed in service, must provide the cost . For leased property, enter the lease
when the percentage of business use records for substantiation. e The employer establishes a written policy 'n

under which the employee may not use th e
specifies the items that still apply to those information requested in Part 111 . Listed payment for the year. Property Placed In Service After 12-31-86 vehicle for personal purposes . other than 0
listed in Regulations section 1 .167(a~ property includes, but is not limited to : Column fe).- Multiply column (d) bythe commuting or de minimis personal use
I 1(fX2). le Passenger automobiles weighing 6.000 percentage in column (c) . From that result, T.1ifit(ii)-3-year. 5-year, 7 10,inun, 15-y . .. .. d 20-ye., prop.,ty

I== convention) (such as a stop for a personal errand
Line 13-5duction 263A Unfform pounds or less. subtract any section 179 expense and half of - between a business delivery and the 3

CapitallMilin Rulas.-If you are subject e Any other property used for any investment credit taken before 1986 Depreciation rate for Mwery period employee's home): (A
to the uniform capitalization rules of section transportation if the nature of the property (unless took the reduced credit) . For your 3

.,- 5-y.E] 7-imin lo .y.. is-imar 2o.yor * The employer reasonably believes that ,
263A. enter the increase in basis from costs tends itself to personal use, such as autorno9 pli eus and other listed property placed - except for de minimis use, the employee
that are required to be capitalized . For a motorcycles, pick-up trucks, etc. in service after 1985 (i.e., "transition 1 31.13% 20,= 1 14- 1 10,- 1 5 .00% 3 .750% does not use the vehicle for any personal
detailed discussion of who is subject to

0

Any property of a type generally used for property"), reduce the depreciable basis by 2
5% 3z z.~

49% 1 8 .00% 9 .50% 7219% purpose other than commuting; and
these rules . which costs must be Purposes of entertainment . recreation, or the entire investment credit . 3 1 4996 14A0% 855% 6.677 %
capitalized. and allocation of costs among amusement (such as photographic, Column (0-Enter the method of figuring

* The employer accounts for the CL

activities, see Temporary Regulations T.W (b) .-R.Wilentlid R ." ler"unty, (27.5-yesn) (Mid. commuting use by including an appropriate

section 1 .263A- IT.
phonographic, communication, and video your depreciation deduction . Write 'ODB," amount in the employee's gross income.
recording equipment). ' 150% DB,* or 'SL,* for the depreciation For both written policy statements there

Part 11-Amortization
di Computers or peripheral equipment . method., and "A," *1/12," or '%," for half- your U

. the Col.- I- the month .1 Welib you, plcd 1 . -k. must be evidence that would enable the IR S
Listed property does not include year, mid-month, or mid-quarter 1 6 7 8 9 10 t determine whether use of the vehicle

Each year you may elect to deduct part at photographic, phonographic, conventions,, respectively . For prope
placed in service before 1987,write An automobile is considered to have Ccertain capital experrAs over a fixed Period. communication, or video equipment used IRE" if 36 3 636 3 636%

meets the conditions stated above. -1

you used the prescribed percentages under z qualified demonstration use it the employe rIf you amortize property, the part you exclusively in a taxpayer's trade or business 0
he election to or regular business establis 36 636 3636 36A 3636 3536 3636 3 6

amortize does not quality for I hment . Nor does ACRS. If you elect an alternate percentage, a written policy statement that:
expense recovery property or depreciation. it include any computer or peripheral or if the business percentage is 50% or less, Tbk (.) .-Nonnoudenthil Reel fteporty(31.5-intiv) prohibits its use by individuals other than

For taxpayers (other than corporations) equipment used exclusively at lar enter
"S/L." (111Wmamth convention) full-time automobile salesmen ;

claiming a deduction for amortization of business establishment and c=or Also, enter your recovery period . See the

bond premium for bonds acquired after leased by the person operating the Instructions to Part 1, Section 8, Column(d) Use ft column for the month of taxable year In service prohibits its use for personal vacation

October 22, 1986 . the deduction is treated establishment. for property used more than 50%in your trips;

as interest expense and is subject to the Listed property does not include an trade or business
. For listed property placed if * prohibits storage of personal possessions

investment interest limitations . Use Form In service after 1986, and used 50% or less 1 2,51 in !,he automobile; and
ambulance, hearse, or vehicle used for in your trade or business, you must use the 2 3 1 11 I=

311 5 3. 175 3117
,

Deduction, to compute the allowable alternative depreciation system . Enter
5 1 s . 1.: 1111 11 1 . 1 3 .'1: 1 1 is 3.' Is 1ill lo mits the total mileage outside the

4952. Investment Interest Expense transporting persons or property for hire . 3 3.175 3,115 3,175 3 .175 3-11 3175 UM 3175 11. salesmen's normal working hours .

deduction. Section A.-Depreclation years for automobiles and computers . If

For reporting amortization of bond Column la).-Ust on a property-by- placed in service before 1987, enter 5 years
premium for bonds acquired before October propertybasi all of your listed property In for automobiles and 12 years for computers .

23, 1986. do not report the deduction here . the following=: Column (g). - If column (c) shows more

See the instructions for Schedule A (Form (1) Automobiles and other vehicles ; and than 50% use in a trade or business ,

1040). (2) Other listed property (computers and multiply column (e) by the applicable
peripheral equipment, etc.); Page 3 Page 4



Alternative Minimum Tax-Corporations OM13% .154501754626 (including environmental tax )
D"artwnt of "ve Treau 10- Sea separate Instructions.10t-1 R-e se-, 11- Attach to your tax return. [TO) 88
N.- AsIh-~ W W- 11, Idenalkkntlenn b .,

I Taxable income of (loss) t;efore net operating loss deduction . . . . . . . . . . . . . . . . .
2 Adjustments:
a Depreciation of tangible property placed in service after 1986 . . . . . . . . . 2a
b Amortization of certified pollution control facilities placed in service after 1986 . . . 21)
c Amortization of mining exploration and development costs paid or incurred after 1986 _2&_ 0d Amortization of circulation expenditures paid of incurred after 1986 (pqrsodal holdinif companies only) 24 0

1a Basis adjustments in determining pin or loss from sale or exchange of property . . . 29
VI Long-term contracts entered into after 2/28/86 . . . . . . . . . . . . . . 211
0g Installment sales of certain property . . . . . . . . . . . . . . . . . . 2g
11IN Merchant marine capital construction funds . . . . . . . . . . . . . . 2h
0)I Section 833(b) deduction (Blue Cross . Blue Shield, and similar type organizations only) 21 0.0.I Tax shelter farm activity loss (personal service corporations only) . . . . . . . -?L (DIt Passive act" loss (closely held corporations and personal service corporations only) 2 k

I Income with respect to the possessions tax credit and the alcohol fuel credit . . . . 21
m Certain loss limitations . . . . . . . . . . . . . . . . . . . . . 2m
* Beneficiaries of estates and trusts . . . . . . . . . . . . . . . . . 2 n
* Combine lines 2a through 2n . . . . . . . . . . . . . . . . . . . . . .

3 Tax preference Items :
* Depletion . . . . . . . . . . . . . . . . . . .

. . .b Tax-exempt interest from private activity bonds issued after August 7, 1986 . . . .
c Appreciated property charitable deduction . . . . . . . . . . . . . . .
d Add lines 3a through 3c . . . . . . . . . . . . . . . . . . . . . . . . . . . .
* Intangible drilling costs . . . . . . . ; . . . . . . . . . . .. 3e CO
f Reserves for losses on bad debts of financial institutions . . . . . . . . . . 311
g Accelerated depreciation of real property placed in service before 1987 . . . . . . 39
h Accelerated depreciation of leased personal property placed in service before 198 7

(personal holding companies only) . . . . . . . . . . . . . . . . . . 3h
-n1 Amortization of certified pollution control facilities placed in service before 1987 . . . 31
0i Add lines 3e through 3i . . . . . . . . . . . . . . . . . . . . . . . . . . . .

4 C;ombine lines 1, 2o, 3d. and 3i . . . . . . . . . . . . . . . . . . . . . . . . . .
5 Encess, book Income salluistmarrt :

(Aa Entei your adjusted net book income . . . . . . . . . . . . . . . . .
b Sul*ad fine 4 from in Sa (man d our or both d then fillem is a nuiptin awtur). ([Me ran it the renh is M. I-)
c Multiply line 5b by 50% - . . . . . . . . . . . . . . . . . . . . . . . . .6 Combine lines 4 and 5c . If zero or less . stop here (you are not subject to the alternative minimum tax) . . .

CL7 Alternative tax net operating loss deduction . (Do not enter more than 90% of line
' 6

.) . . . . . . .

.

6 Alternative minimum taxable income (subtract line 7 from line 6) . . . . . . . . . . . . . . .
9 Ememption phase-out computation :
a Tentative exemption amount. Enter $40.OW (members; of a controlled group . an in

0-0Is Enter $ 150,000 (members of a controlled group, see instructions) . . . Lb9.st7'7 %1 14c Subtract line 9b from line 8 . If zero or less, enter zero . . . . . .
.

.
.

. .
d Multiply line 9c by 25% . . . . . . . . . . . . . . . .

.

. . . 9d 0
a Exemption . Subtract line 9d from line 9a. If zero or less. enter zero . . . . . . . . . . . . . .

10 Subtract line 9e from fine 8 . If zero or less, enter zero . . . . . . . . . . . . . . .. . .. 10 0
I I Multiply line 10 by 20% . . . . . . . . . . . . . . . . . . . . . . . . . . . . I I
12 Alternative minimum tax foreign tax credit . . . . . . . . . . . . . . . . . . . . . . 12 W13 Tentative minimum tax (subtract line 12 from line 11) . . . . . . . . . . . . . . . . t . -L*L
14 General business credit allowed against alternative minimum tax (see instructions) . . . . . . . . . 14
15 Regular tax liability before all credits except the foreign tax credit and possessions tax credit . . . . . . _L5_
16 Alt~We minimum tax (subtract the sum of lines 14 and 15 from line 13) . Enter on line 9a, Schedule J .

Form 1 120, or on the comparable line of other income tax returns
. . . . * * . . . . . . .17 Errvironanental tax (subtract $2 .000.000 from line 6 (computed without regard to your environmental tax

deduction) . and multiply the result, if an~, by 0 . 12% (.0012)) . Enter on line 9b, Schedule J, Form 1 120, or
on the comparable line of other income tax returns (members of a controlled group, see instructions) . . .

for Insporwork Reduction Act Notice. ses, separate Instructions. F- 4626 (igaa)



property for which you are making (or haft (2) Nondeater dispositions : For nondealer adjustments and tax preference items .
rtment.of the Treajs~ury previously made) any of the adjustments dispositions occurring after 3/1/86 but before Important: To avoW duplication, ayAUT
nal Revenue Service described in lines 2a through 2d above, you must the first day of your tax year that began in 1987, wilw;tmient or tax preference dem, taken into

recompute the property's adjusted basis for AMT you will have adjustments with respect to those account on line 2k should not be included within
0%88- Q11Dne?ear purposes You must then recompute the dispositions if you used the installment method the arriciunts to be entered on any other line of

property's gain or loss . for regular tax purposes but were required for this fix ..
For AMT purposes, the property's adjusted AMT purposes to report the entire gain in the year Determine your Passive activity gain a Im forbasis is its cost less

all applicable depreciation or of dis=ion . In such cam . enter the intcgne AMT purposes wing the same rules you used for
annorti tion deductions allowed during the you r ad for regular tax pu=s for ition, an regular to, purposes with the followingInstructions for Form 4626 currerittax year and previous tax years far AMT current year with respect to th

spos
modifications: (1) Do not use the phase-in of

purpose, This recomputed basis is subtracted line 2g as a negative amount . disallowance rules of section 469(m) : and (2) If
from the sales price to arrive at gain or loss for For nondealer dispositions occurring on or the corporation is insolvent, see section 58(cX 1).

Alternative Minimum Tax-Corporations AMT purposes. after the first day of your tax year that began in Disallowed losses of a personal service
987, generall no adjustments are necessary corporation are suspended until such time it has(Section references are to the Internal Revenue Code unless otherwise noted.) Ent r the difference between the gain or Im

I lowed to use the installment income from that
(or any "Ormport:~ on your tax return for regular tax since you are sly other) passive act 0

purposes and your recomputed pin or loss for method of accounting for
both regular tax until such time the passive ad" is disposed of.

0General Instructions and residential rental), use the straight line Far AMT purposes . you must use the ADS AMT purposes. If the pin recomputed for AMT purposes and AMT purposes
. (in other words. its 7 cannot~method over 40 years using the same mid-month described in section 168W . As such. use P(d

e
the purposes is less than the pin computed for Unix 2h-Morchant marine capital "netactiveincorne - f

=t.
IN

Paperwork Reduction Act Notice.-We ask for convention you used for regular tax purposes; straight line method over the facility's class life regular tax purposes OR if the loss recomputed comt ction funds.-Amounts deposited in 10this information to carry out the Internal Revenue (which may be found in Rev. Pin . 87-56 0 ro 469(eX2XB)) or 'portfolio income .') Offal

laws of the United States. We need it to ensure app'Ife; to for AMT purposes is more than the loss computed these funds (established under section 607 of losses of a closely held corporation that is not a(2) For any tangible Property (other than the Publication 534)
. Note : Section 168W the Merchant Marine Act of 1936) after 1986 are 0

that taxpayers are complying with these [am and tangible real property described in
(1) above) with

100% of the asset's amortizable basis . Do not for regular tax purposes OR if you recomputed a not deductible for AMT purposes . Furthermore,
personal service corporation are treated the sione

-1t respect to which depreciation for regular tax loss for AMT purposes and computed a gain for except that . in addition, they may be used to
o allow us to figure and collect the right amount purposes is determined using the straight line reduce basis by the 20% cutback of section 291 regular tax purposes, enter the difference as a earnings on thm funds are not excludable from offset 'net active income ." 0)

of tax . You are required to give us this method, recompute your depreciation expense as you did for regular tax purposes . negative a mount. gross income for AMT purposes. Therefore, if you Nols : The amount ofany passive lidivity I= 0.0,
information. using the straight line method over the property's Subtract your recomputed AMT expense from Un:2f

;7,,L/*,"J.!-co' taxable income for regular tax that is not deductible (and is therefore carried!The time needed to complete and file this form ntracts entered Into deducted these amounts or excluded them fro
.

'class life' using the same convention you used the expense you claimed for regular tax purposes
aft _

w,,
vary depending on i mlividual circumstances . for regular tax purposes ; and enter the result on line 2b . Ifyour _,or AMT purposes. you must purposes .you

forward) for AMTpurposes is likely to differ from
I

hod rules ion
The recomputed AMT expense is greater then the use the percentage of completion at must

add them back on line 2h . See sect
R. :stimated average time is :

(3) For all tangible property other than such described in section 460(b) to det inethe 56(cX2) for more information. the amount fifany) that is carried forward for
expense you claimed for regular tax purposes. arm regular tax purposes, Therefore, it is mandial

rdkmping . . . . . I I hm., 14 min . property described in (1) or (2) above, use the enter the difference as a negative amount . taxable income from any *long-term contract* Lim 21--Section 933(b) deduction (Blue that you retain adequate records for both AMT
L. nf .g about the Ism 150% declining balance method, switching to ~ I Ciross, Sim Shield. and similar type

Note: The line 20 amortization adjustment differs
/a ined in section 460(f)) you entered into after

a

2
organization; only). -This deduction is not purposes and regular is, purposes . Pill.

or = form . . . . . . 10 hirs., 25 min, straight line the first tax year it gives a larger 8/86 .However, this rule does not apply to Enter on line 2k the differen
deduction. over the property's clan life . Use the from the tax PreferenceYOU my how to any 'home construction contract" (as defined in allowed for AMT purposes . Therefore, if you took ce between the

Preparin
d cull g the ntion you used for regular tax compute for line 3i in that, on lim 2b, you my section 460(eX6)) you entered into after this deduction for regular tax purposes, you must gain or loss you recomputed for AMT purposes

fi.in.llsan .". n 11 lim, 4 min . Sam' co'" net negative adjus apuristpositim add it back on line 2i . and the gain or loss you reported for regular tax
purposes . adjus brients, he itmMsthese tax preferviric

6/20/88 with respect to which you meet the
I you have comments concerning the

0 of Jim
two-year estimated completion requirement of Lim 2~-Tax shatter form activity loss purposes

. 11 you reported a loss for AMT purposes
accl uracy of these time estimates or

suggestions In applying the above rules : X includes only amounts from specific assets section 461 1 XBXi) and the S I 0.000 .ODO (ponwinall service corporations mdy~_
and a gain for regular tax purposes OR if yo u

for making this form more simple, we would be The %law life' to be used for AMT that produce positive adjustmients. ceiling on average annual receipts Complete lim 2j only if you have a gain or low rmomputed a loss for AMT purposes that
I, ion iii;ir exceeds the Ioss you reported fm regular ta x
I appy to hear from you. You can write to either purposes has a different meaning than the thim 2c-Amiturthuxtion of mining exploration requirement of sect eX I XBXii) . Note: In from a tax shelter farm activity (as defined in purposes OR if you reported

a
gain 0,

regular taxPs or the Office of Management and Budget at recovery period used for regular tax purposes and denreloprinurt cash paid or Incurred after the caw ofe contract described in section section 58(aX2)) that is not a pawn activity If
I (although these periods could possibly be the 1986.-If. for regular tax jxu~as purposes that exceeds the pinyou recomputedhe a or ses listed in the instructions for the tax r =o~5cqted 460(e)(1), the percentage of the contract the tax shelter farm activity Is a passive activi Ito

it ad .
(a)

jy ' 00return wed~ which this form is fit same in some instances) . The class lives you the optional 10-year wrifteoff completed is to be determined wing the you .mt include the gain or loss within your for AMT Purposes, enter the difference as a

Who Must File.-You must filet need to use for AMT purposes can be found in for allassets in this category, skip this fine (no simplifiedprweduress low allocating costs outlined computations for line 2k below. negative amount.
t his form it your Rev . Proc . 87-56, 1987-2 C~B. 674 or in adjustment is necessary), in section 460(bX4). Recompute all pins and losses you reported Line 21.-Imomis with respecttaxable income or (loss) before he net operating lothe

loss (NOL) deduction when combined with your Publication 534
. Depreciation . Use 12 years for The deduction you claimed for regular tax Subtract the income you reported for regular for regular tax purposes from tax shelter farm possessions tax credit and the alcolliall tual

adjustments and tax preference items (including
:ny tangible personal property that does not he" purposes under sections 616(s) and 617(a) is not tax purposes from the inco :ctivities by taking into account your AMT crodit-Your AMTI is not to include any income

the book income adjustment) tot n assigned class life
; me you recomputed

als more than allowed for AMT purposes. Instead, you must for AMT purposes and enter the difference on djustments and tax preference items
. (from the sources described in section 936(aX 1))

$4 . IF r more information . sea Publication (2) See Rev. Proc . 87-57 . 1987 2 C.B . 687, capitalize such costs and amortize them ratably line 21 . If the recomputed AMT income is less Importai To avoid duplication. any AMT that=le for the possessions tax credit of

5402 .1oox n 0formation on Corporations. for optional tables (14 through 18) that can be over a 10-year period beginning with the tax year sect OR any amount with respect to the
used in co puting depreciation for AMT than the income

you reported for regular adjustment or tax preference item taken int o
Sh Period Return. -If this is a short period in which you made them. Note: The 10-year purposes. enter the difference as a nepitti"" account on line 2j should not be included within alcohol fuel credit that was included in -n

ret*u"r purposes. (These optional tables he" been amortization applies to 10096 ofthe mining the !ncome in accordance with section 87. M.Tregfroorses 0n, use the fofmulam section 443(d) to amount. amounts to be entered on any other line of
determine your afternative minimum taxable reproduced in Publication 534 .) : development and exploration costs paid or

Lim 2g-Installment miss of certain
this to-. if you included these types of income in your

(3) Do not make an adjustment for property for incurredchiring the farryear. Danotreducebasisincome jAMTI) and your alternative minimum tax
u did for properly-With respect to any disposition of Determine your tax shatter farm activity pin or tta,

.able income for regular tax purposes, subtract

(AMT). which you made a section 168(fX 1) election for by the 30% cutback of section 291 as yo .3If
you are preparing Form 4626 for a regular tax purposes to exclude such property regular in purposes . inventory (as defined in section 122 111)) after loss for AMT purposes using the same rules you on out on line 21.

from MACRS treatment Subtract your recomputed AMT expense from
3/1/86, the installment method of accounti used for regular tax purposes with the following Line 2m-Certa1n Ins U)

regulated Investment company . real sistote and depreciate it under I modification : No recoriputed loss is allowed. Recompute gains and Imes you reported for
another method described in that section (such the expense you claimed for2regular poses cannot be used in determining income for AM except to the extent the personal service regular tax purposes from st-risk activities andInvestment trust. or a common trust fund . a" . I

to' pu'
purposes (except for certain dispositions o f

as the unit-of-production method) OR for and enter the result on line c. I your corporation is insolvent (see section 58(cX 1)) . partnerships by taking into account your AMTsintlon 59(d)regarding the apportionment of timeshares or residential lots for whi Furthermore, a recomputed
low may not be used adjustments and tax preference item . If you~dlffoontly treated Iteri property that is specifically excluded from recomputed AMT expense is greater than the ch yo

u

MACRS treatment under sections 168(f)(2) expense you
claimed for regular tax purposes, elected to pay interest under sectio n

453(IX2XB)) . Note: For dispositions in hury"M in the current tax year to offset gains from other he" recomputed losses that must (in

Line-by-Line Instructions through (4)
; and enter the difference as a negative amount . Sea tax shelter farm activities. Instead, any accordance with section 59(h)) be limited'ford,

Line I .-Entet your taxable income or (Im)
(4) You must take into considers on the section 56(aX2XB) if you had a loss with respect

be ning before 1987, the above rule "s
loss must be suspended and carried AMT Purposes by section 465 or by section

ti
do roil . Aso multofthe RmenueActof 1.987 'non"Puted

transitional les (described in secti to any mine or other natural deposit (other than ' forward indefinitely until: (1) you he" a %in in a 704(d) OR it, for regular tax purposes, you
before the NOL deduction. For example, it you

on an oil . gas, or pothermal well).
the installment method my now, be used for

file Form 11 20 . subtract line 29(b) from Ime 28 . 56(aX IXQ) and the normalization rules AMT purposes for all nonalleaker dispositions of subsequent tax year from that same tax s fter reported losses from at-risk activities or

Important : If you are subject to the
(described in section 56(aX 1XD)) Lim 2if-Amorthathim ofcirculation farm activity OR (2) the activity is disposed of, partnerships that were limited by those sections .

*xpenditu paid or Incurred after 198
. property occurring in tax years bagirmingather
a 1986). Note: Theanuxurntofanyburshetterharmach

I . compute the difference between the loss limited
environmental tax. you williferjoally need to Subtract your recomputed AMT expense from m vity,

tor AMT purposes and the I= limited for regular 0-0.
figure that tax on line 17 of this form before the depreciation expense you claimed for regular (posiam! holding companies ordy)

.-if, far Note also: Underanotherprovision of the loss that is rid deductible falrid is therefor e

completing line I . since any environmiental tax tax purposes and enter the result an line 2a If the regular
tax purposes, you elected the optional Revenue Act of

1987. the instaillinect method of carried Ibrivard) W AMIrpurposes likely to
tax purposes with respect to each applicable In

3-year writeoff under section 59(a) I'm all of differ from the amount (if any) the Ili
at- risk activity or partnership. If the Ioss limited

you paid or Incurred during the tax year is total recomputed AMT expense exceeds th; accounting repeated (for regular tax carried C
depreciation expense you claimed fair regular tax these expenditurm, skip this line (no adjustment

was I
egulaf tax purposes exceeds the loss limited

allowed as a deduction in computing the taxable pulp-es, for 'deviler dksposrbons~ occurring forward for regular tax purposes. Therefore, it is for I
income you will enter on, line 1 . purposes, enter the difference as a negative

is ruicsary)
. after 1987. ressentialthatyouretsmadequi; recordshir

or AMT purposes, the difference should be a 0

amunt .N e : The line 2a depreciation Thededuction you claimed for regular tax both AMITpurposes and regular fee
dn=numbef, Enter the total of all 1,40.

Lim 2 .-Dp... Istlon of t differs (norn the depreciation ts. purposes (un r section 173) for these Application of rut" in computing adjustment : x purposes .
as on line 2m . -

pined In service after 191
jpmr/3ft1/,6 adjustmien"t Enter on line 2j the difference between the Lim 2

._
0prefiannices you my how to compute fair lines experidituresturred after 1986 is not allowed (1) Dealer dispositions : For dealer dispositions gain or loss you recomputed for

AMT purposes Beneficiaries of astates an d
if you mad . the troottlamil ellintlim under for AMT purposes . For AMT purposes, you must occurring after 3/1/86 but before you trust*.-l thecorporation iss beneficiary. "ter 3. 1 . 1 M g r3gend3hinthant.onfine2a.yournalynet and the pin or Im you reported for refula to, the ammuni included on Schedule K

. I (Formsection 203(&XIXB) of the Tort Reform Act of capitalize these expenditures and amortize them will have adjustments with respect to those purposes . If you reported or A
r 1041). line 7.1986).

ne-ptive adjustments jesinst positive
I bly over a 3-year period beginning with the dispositions if you used five I and a pin for regular tax purposes OR if you

Cal timifyouhavelidepreciat adjustments, whereas the
tax preferences of rate ristallment method poses

ion adjustment lines Jg and 3h include only amounts from tax year in which you made them. for regular tax purposes but were required for recomputed a loss
fail AMT purposes that Lim 38--illoplartlon .-In the caw of mines,

att3lutable to a pass'" activity ora fix shelter specific assets that produce positive, Subtract your recomputed AMT expense from AMT purposes to report the entire pin in the year exceeds the loss you reported
for

r7uta, tax "Its, and other natural deposits. enter theor in ta xfarm activity. do not include that adjustment on sojustments
. the expense you claimed for regular tax purposes of disposition. In such cases. enter the income purposes OR if you reported a gain or reffuL amount by which your depletion deduction under

Im 2a . instead . include the adjustment on line 2i forthe led section 611 exceeds the adjusted basis of thee
Notis allso: Deprecrationi that is cepitalbed to and enter the result on line 2d . If your you reported for regular tax purposes purposes that exceeds the gain you rKompu

2k. recomputed AMT expense is greater than the current year with respect to those dispositions on fair AMT purposes, enter the difference as a Property at the end of your tax year. In computing
The depreciation expense allowable for regular

In"ritory under the uniform capitalization rules
purposes. line 211 as a negative amount.

is under section 167 with respect to
must be ref4gured using the rules described :xpense you claimed for regular tax negative amount, noend adjusted basis, use the rules of section

x purposes 'bove,
nither tire difference as a negative amount . See For dealer dispositions occurring after 1987, 1016; however . do not include a reduction fair the

any tangible property pined in service after 1986 section 56(bX2XS) if you had a loss with respect eswry since the Lim 2k-P=Wvo activity Ion (closely hold
current year's depletion deduction.generally no adjustments are nec corporation and personal servicemust be recomputed for AMT purposes undo the Lim 211-Amortlartlon of c I if pollution to any property generating a circulation installment method of accotinting generall y

alternative depreciation system (ADS) described control bdatin oww in serv eafto expenditure . cannot be used for either regular tax purposes or corporations only~-Recournpute all passive Figure the excess separately for each p We

,risection 168(g) as follows : lg$C-The amortization deduction you claimed activity pins and losses you reporta;dZf War If the depletion deduction for any property daft
real property described in for

regular tax purposes is not allowed for AMT Line 29-Boals adjustummits In daternifill-9 for AMT purposes . tax purposes by taking into account
A

T not exceed the property's year-end adjusted
(1) For any tangible dential real pin or lovis from sale or exchange of basis, the shortfall is not to be considered on line

40 section 1250(c) (generally nomest purposes . property .-If . during the year . you disposed of Page 2



3a . (in other words, do not use a shortfall in one Figure this amount separately lot each property determination of net book income for :
0
purposes . you elected to deduct such taxes in lieu Example 1: Corpwatim C determines its line So (3) For each wparate limitation, multiply the

f taking the foreign tax credit OR you were ANSI to be $25 .000. If its line 4 ",a S 10.000. ftaction in (1) above by your AMTI in (2) above toproperty to offset the excess of depletion and include only positive adjustrnents on line 3h. (a) consolidated groups ; (b) foreign corporations
; denied the benefit of the foreln tax credit under it would enter the $15,000 difference on line 5b . determine your recomputed limitation :

deduction met adjusted basis in any other For leased recovery property, other than 15 . (c) corporations that he" tax years and financial sKtion9OIIj)
.ExsmpIol,lf . orregulartax If its line 4 were instead S30,000, it would enter - (4) For each separate limitation, take theproperty .) 18. or 19-year real property, or Imi-income, accounting years that differ ; and (d) corporations purposes

. you elected to deduct foreign taxes in zero on line 5b since the difference is less than lesser of the total foreign taxes paid with respectNote: In the case of inon ore and Coal (including housing. enter the amount by which your that use current E&P . lieu of taking the foreign tax credit, do not add zero . Finally, if its lima were n ative to that separate limitation and the recompute d'0 d7i atwite), before figuring this tax preference item . depreciation deduction determined for regular The third step in determining your ANSI is to back the related foreign toxin a that was $100,OC itwmldenterthedi erenceof limitation from (3) above ; andthe amount allowable as a deduchon must be tax purposes is more than the deduction make adjustments to net book income . These taken as a deduction w your Zxiii=arr ng at $125,000 on line 5b.reduced by the cutback required under section allowable for AMT purposes using the straight adjustments include: net book income . Example 2: If, for r (5) Addl credits you recomputed for each
ular to' Example 2: Corporation 0 determines its line 5a separate lirnitation and enter the result on291 . line method over the following recovery period : (1) Federal income taxes-You must adjust purposes, you deducted foreign t=elue to the

ANSI to be negative $25.000 . If its line 4 were line 12 .Lins, 3b--Tax~xmpt Interest from private 3-year property . . . . . . . . 5 years net book income to disregard any Federal income fact you were denied the foreign tax credit for n 1 $30 000 it Id ter the difference
actift bonds Issued after August 7, 5-year property . . . . . . 8

years taxes which are directly or indirectly taken into those taxes under section 901Q),
do n OfTirve , , wou a .

of add back 5 000 on line 5b . Note: For purposes of determining whether any
account on your AFS . sken I. nC0Mx 5 -taxed (and therefore belongs in1911141114-Enter, the interest you earned on 10-ye

I a
the related foreign taxes expense that was I

- ;'

high

se ran

r property, 5 years as a deduction on your AFS in arriving at not book lotions section 1.56- the 'high withholding ta,,nt t' te"Mmified private activity bonds' reduced ivy any . I Exempt@ : The AFS determined by Corporation A
income. 11(~X,4). information and examples . limitation defined in section WdXrXB)), thededuction that would have been allowable if the 15-year public utility property . .

.
22 years shows net book income of $120. In arriving at ne t

interest were includible in gross income for Line 31.-Amortizathm of cardfied book income, the AFS shows $20 of current (c) Any income that is related to taxes that Line 7~Atterrutlllvs tax not operating loss AMT rate is to be used instead of the regular rate. 0
"i to t purposeii; Generally, the term pollution - Your alternative tax net operating Your AMT foreign tax credit cannot be more 0control facilities placed In serAce before and/or deferred state income tax expense and are not deductible lot regular tax purposes must deduction .
specified private activity bonds' means any

11187-1f, for regular tax purposes, you made an $60 of current and/or deferred Federal income be reflected gross of such related taxes on your loss deduction (ATNOLD) is the NOL you than the amount on line I I less 10% of the
private activity bond (as defined in section 14 1)

lection under section 169 to amortize the basis of
to. expense . Assuming there are no other AFS~ determined lot regular tax purposes under amount that would be on that line it Form 4626

Missued after 8/7/86 .See section 57(aX5) for ments to net book income. Corporation A's section 172, except that: were recomputed using zero on line 7 . .adjust (4) Related corporations-if you filed a
0

certified pollution control facility over a 60-Month
is (1) In the case of a loss year beginning after Note: With respect to any separate limitation ,

=captions and formore information
. period your tax preference with respect to each ANSI is $180 ($120of net book income + $60 of consolidated tax return for regular tax purpose

1985, the NOL you determined for regular ta xLim 3c-Appreciarted property charitable such facility is computed as followsi : Federal income tax expense) . Note: No the entities included in that c dated anyAMT foreign tam credirtru cannot Claim
deduction .-Ent" the amount by which your (1) Reduce thi current year amortization adjustment is made for state income tax expense . may differ from those includewdi'n,li .ir AF1.1up

put- from such year must be.

(0)

reduced by (because of the limitation raction or the 90%to
contribution deduction action 'deduction by the 20% cutback (15% if the facility See Temporary Regulations section 1 .5& example, your AFS may include foret

A ad usi
is and increased

by limit discussed above) may be carried back or1limitable under s Pos Le AIT
I

x

man

170 all capital gain and 1T(dX3) for additional information and examples companies and section 936corpora In prrided,a tions
; jectF AM ad

s

n corned over in accordance with the ri outimed
would be reduced was placed in service in 1983 or 1984, 0%

if he tax idorItsion 123 1 property were taken into account at regarding more complex issues (such as however, these entities cannot be included withi 356
and 58, nd

im

t in section 904(c). However, lonnir toplaced in service before 1983)required under It prefe ence I a you
clar

rm It
dIor the7ihits adjusted basis (rather than its fair market t

m
s

extraordinary items shown an your AFS which are your consolidated group for regular tax purposes,
57 (but

only
to the 04

ji~
y nc VWti e7 T ju Intent ~ctlon accrued in a to. year beginning after J197MI,

"lue).
section 29 1 ;

entthe re the Not am carried link (for regular tax purposes) to(2) Reduce the result in (1) above by the net of toxin and the effects of certain valuation If the entities included in your AFS differ from you determined for regular tax purposes).
Line 3e--- Intangible drilling ioits.-If. for deduction you would have been allowed under adjustments) that may arise with respect to those included in your consolidated tax return, oftet tax in & foxyver boonning before 1987
It Is tax purposes, you elected the optional section 167 ; and Federal income taxes on your AFS. youmust ~2 may not be used in computing the AMT foreignMak d' t ent' to th at book In applying the ruin outlined in section

riteoff under section 59(e) for all assets, (3) Multiply the result in (2) above by 59 5/#% (2) Statements covering different periods- income of our F that it mcl= (.) only 17 (bX2) (regarding the determination of the to. credit for the current foxy"7A M r. In other words. V-0."in
dbain this category, skip this forte (no adjustment is (71 .6% if the facility was placed in service in 1983 You must make appropriate adjustments to arrive the activity of related corporations included in amount of carrybecks and carryowirs). you must any such toxin that you carried

clild"Aris'use the modification to those rules described in tax purposes must be corned beck for AMnecessaW .. or 1984, 100% if placed in service before 1983). at ANSI in any case in which an AFS covers a your consolidated tax return, and (b) the actual
Intangible drilling costs QDCs) from oil, gas, Include only positive adjustments on line 3i . period other than the tin year . Generally, you or deemed distributions you received from section MdXIXBXii). purposes oir they will be lost .

and geothermal properties are a tax preference Une 5a-Adlusted net book Income of need to include a pro rate portion of item from related corporations not included as members on (3) If, fair any tax year beginning before 1987, Note also: The amount ofary, tomillp tax credit
item to the extent that "excess IDCs' exceed corpoestion.-Ifyou am preparing Form 4626 each AFS for each AFS accounting period that your consolidated tx~ return . . you he" minimum tax that was deferred under that you cannot clamn (and is therefore carried
65% of the 'net Income' from the properties . - for a regulated investment company or a reel includes any portion of the tax year. See Temporary Regulations section 1 .56- section Wb) (as In effect before the enactment back orcarriedover) forAMI'lourposers is lik* to
The tax pieference item is computed separately estate investment trust, skip lines 53 through 5C Example : Corporation 8 uses a September 30 1 T(dX6) for more information regarding any of the Tax Reform Act of 1986) and that deferred differ from the amount (ifart ) Mat is carried _L
fair oil and gas properties that are not geothermal (they do not apply) tax has not been paid . the amount of NOL back ot, corned over for 14 1IFyear-end for accountinp.__ and a lendar additional reversing, consolidstion/eli a, it is re I r upuTows.ix. ng minstion, r7ow 0

you reform adequatedeposits find foroil and gas properties that are assery in ca that you may corryover to this year for Thereto, Wifyou are preparing Form 4626 foran yearlorlini rpows. witstaxyeare ing or other type entries that may be trec
AM pur= must be reduced by your tax words for both =nYlplaurtiposes and regular ta xgeothermal deposits . affifistedgroup that has fileds consolidated tax December 31 . 1998, after making all appropriate adjusting the net book income of your AFS .
protemm :e items that gave rise to the deferred purposes.'Excess, IDCs" are the excess of: .(I) the return for the current tax year under the rules of adjustments to the net book incomes of its AFSs. (5)Omissions or cluplications-In computing add-on minimum tax. (Section 701(fX2XB) of the Lt.. 14--a to business credit silkamount of IOCs you paid or incurred with respect section 1501, be sum to determine adjusted net Corporation B will include 274/366 of the ANSI ANSI you must not omit or duplicate any item . Tax Reform Act of 1986 .) Inst ANIT Enter the amount from lins 23to oil. gas . or geothermal properties that you book income (ANSI) on a consolidated basis from its September 30. 1988, AFS and 92/366 For niample. included within the Temporary (4) Your

ATNOLD is limited to 90% of your X4 ~orks;Z in the Form 38W Instructions .elected to expense for regular tax purposes under using the specialized rules for related of the ANSI from its September 30, 1989, AFS . Regulations are rules that prevent omissions and
section 263(c) (not including any section 26 Nate: In this example, & problem arises in that duplications res,ulting from : (a) a

taxpayer that ANITI computed without reprd to your ATNOLD. Une I S.-Entor your regular tax liability for the
3(c) corporations listed belm" the AFS for Corporation B's accounting period depreciates an asset below its a Therefore, enter on line , . -deduction for nonproductive wells) reduced by Determining your ANSI is a three-step process . the smaller of the tax year (as defined in section 26(b)) less yourcost;

(b ATNOLD or 90% of the amount ort line 6 . foreign tax credit and your possessions tax credit .the cutback required under section 291 for The first stop is to determine your applicable that ends September 30, 1989, will not be consolidated group that uses current &P., and In
integrated oil companies ; over (2) the amount financial statement (AFS)~ AFS is defined in available before July 15, 1989, (which is the dets, (c) a taxpayer that restates its prior rar .s AFS. Naltli The amount of any NOL that is riot Be sure to Include any tax on accumulation

0
a m

hat would have been allowed had you amortized section 56(fX3) ; Sao Temporary Regulations Corporshort 0 a required to file its tax return For more details and examples. see 0 library deductible for AMT puflposmi~ may be corried beik distribution of trusts you computed on Form
t m or corned over in accordance with the rules 4970, Do not Include any recapture of'hat amount over a ][20-month period starting section 1 .56. IT(c) for details and examples . (including extensions) for the year ended Regulations section 1 .56. 1 T[dX4XiiHIV)-

outlined in soction172(b) . Theemount"rrw investment credit you computed on Form 4255with the month the "it was placed in production December 31, 1988). In this caw, Corporation 8
Nato : lifyou prefer root to usar the 120-morith

The second stop in cleterkning your ANSI is . . (6) Adjustments resulting from disclosure- back of, corned over for Amrjourpows, is likely to or any recapture of low-income tousing creditto determine "net book income." is required to make a reasonable estimate
of the

Sea Temporary Regulations section 1 .56.period, you can elect to use any method that is ANSI for the period in question. When the AFS I T(dX5) for specialized ruin regarding :
differ from the amount (if any) the I is corned you computed on Form 8611 . If you file Form

permissible in Mentrimnif cost dopfetion. 'Net book income" is the income or loss covering the period becomesavailable back or cornedover for regular to purposes; 1 120. this is line 3, Schedule J, minus the sum of
'Net income* is the gross income you received reported on the income statement of your AFS. Corporation 9 most file an amended ;;turn within (a) adjustments for footnote disclosure and other therefore, it is essential that you retain adequate lines as and 4b, Schedule J .

or aCcruad from all oil, gas, and geothermal "Its Such income statement must reconcile with the
su plementafy information ; (b) equity , records for both AMTpurpom and migurfor tax Line 17-Entilrimmental tox.-Ifyou are90 days of the date ofovailebtfity if the actual
adjustments ; (c) amounts disclosed in an

less the deductions allocable to these properties balance sheet. if any. that is included in the AFS ANSI is higher than the estimate and resuffs in
accountant's opinion; and (d) accounting method

purposes. preparing Form 4626 for a regulated investmentand must be used in computing changes in sodintranal to. liability. Unas 9s, sasill b.-ft you am preparing Form company or a real estate investment trust. skip(reduced by the excess IDCs)
. owner's equity reflected in the AFS. cha nges that result in cumulative adjustments to CLI debt, of

See Temporary Regulations section 1 .56-IT(b) the current year's AFS. The Temporary its 4626 for a member of a controlled rup. see line 17 (it does not apply.Une 31-Reservers fairlam on beit a ,
financlol histiturtiont.-Enter the excess of : Net book income must take into account all for additional information and examples Regulations contain examples that Wirt

; to section
1561 for the limitation on I a $40,000 Compute your environmentaltax as follows:

(1) the deduction allowable for a reasonable items of income, expense, gain, and loss for the regarding more complex issues that may arise these rules . AMT exemption amount.
addition to a reserve for bad tax year, including extraordinary items, income or with regard to statements covering different

Line (1) Complete your tax return (without thedebts of a
financial loss from discontinued Operations, and 12-Aftemothre minimum tax foreign tax env iperiods. J7) Foreign taxpayers with a U .S.

trade or credIL-Refigure the foreign tax credit you
c ronmentalthaxclecluction)thiou bubble,institution to which section 585 or 593

applies in before aNOL 1. If, you filed(reduced by the cutback required under tion (3) Foreign taxes-Generally, you
must adjust usiness-See Temporary Regulations section claimed

for regular tax purposes as I
cumulative adjustments resulting It=

b allows: Fwo.ml 120. this would be line 28 minus line -41-291) over (2) the amount that would haw been accounting method changes
. your net book income to 'disregard' any income

56. 1 T(dX7) for then specialized rules .
allowable had the financial institution maintained Net book income includes income or loss

(1) For each separate limitation . recompute 29b .)
taxes imposed by any foreign country or U .S. (8) Special rules that apply with regard to both th

ecooperatives . life insurance companies, Alaska income) numerator (foreign source taxable (2~ Using the result in (1), complete Formits bad debt reserve for all tax years on the basis reported on the income statement of your AFS
possession that are cliractl~ windirectly taken and the denominator (worldwide taxable 462 through line 6 . skip lines 7 through 16. andof actual experience. regardless of whether such income or loss is into account on your AFS . oappy this rule, the native corporations, and dividends it= sect income) of the limitation fractfion by taking into

Une 3ii-Acciitlerated depreciation of real taken into account for other Federal income tax following adjustments must be made to the net 936 corporations-See sections 56(fX2XE)*n figure your environmental tax m line 17.
rty placed In service before 1987.- . However, there is an excep book income of your AFS :

through (H) for thew s amount your ANIT adjustments and ta xI purposes tion (that pecialized rules
.'For more Preference item. thate: Any im- in AMTI by (3) Using the result in (2), complete your to

preciation claimed for plies for tax ye.ars beginning after 1986) for detailed explanations . see Temporary =.hourl=the excess of the de
: .p

. (a) Add back any *foreign taxes' deducted on mosim of the excess; book income adjustment TV taxable income before the NOL
the property for regular tax purposes met the y income resulting from the transfer of stock by Regulatiorissection 1 .56- IT(*). an figure your AMT on Form 4626

the corporation issuing such stock to a creditor in your AFS to the extent they were not deductible *Sholl have the some proportionate source (arid
by completing lines I through 16.depreciation allowable for AIVIT purposes as lot regular tax purposes . Example: Since for Lim 5b.-Subtract line 4 from line So (even if character) as AM17 determined wthout migaird torefigured using the straight line method . Figure satisfaction of its indebtedness if . in such caw

this amount separatelyfor I the corpora ion is a 'debtor in a chapter I I ca~e, regular tax purposes . you are not permitted to one or both of these figures is a negative such increase. "(Section 59(sXlXQ),, If you are preparing Form 4626 for a member
each property and (as defined tin section 108(dX2)) or to the extent deduct withholding or income taxes imposed by a number) . Enter zero if the result is zero or less. If (2) Substitute your line I I AMTI for the of a controlled group. see section 1561 for the

include o;viy positive adjustments on line 3g . For U .S . possession on dividends received from a you are filing Form 4626 for a member ofa U.S. income tax against which the credit is limitation on the environmental tax exemption.
15,18,0 19-year teal prop" . ot low-income theImporation is "insolvent' (as defined in controlled group

. this calculation Must besec nin 108(dX3)).
section 936 corporation, you are not permitted to allowed' ;housm Use the straight line method over 15, deduct them on your AFS for ANIT purposes . performed on a consolidated basis .

18. or % years. Nate: Ifyou do not howany of the types of Therefore, any such taxes taken as a deduction
Line 3lb-Accolersted depreciation of leased financial statements or reports described in on your AFS must be added back in arriving at net
personnel property placed In service before section 56(t)(3XA) . your net book income is your book income .
1987 (personal holding companies only) .-For earnings and profits (E&P) for the current tax

. III) Do not add back any income taxes imposed
leased personal property, other than recovery year,

by any foreign country or U .S. possession that
property, enter the excess of the depreciation See Temporary Regulations sections you deducted on your AFS if: for regular tax
claimed for the property for regular tax purposes 1 .56. IT(bX2Xiv) through (b)(7) for additional
met the depreciation allowable for AIVIT purposes information and examples regarding the
as refigu-d using the straight line method
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Form 6478 Credit for Alcohol Used as Fuel ome ft. 1 31 Form 6478 (1998) Pest 2
0 General instructions trade or business, and the credit is available for the excise tax on that fuel . The alcohol

0, Attach to your to retam. 19) 8 only for the year the mixture is sold or used . fuel credit on lines la and Ib must be
D"mn-t of the Tmm Paperwo it Reduction Act Notice.-We
IN-1 R.-S.M. 0, For Paperwork Re" At Nadics, . Indauctlons. S.-N.

ask for thi's information to carry out the The credit is not allowed for casual off-farm reduced to take into account any benefit

Internal Revenue laws of the United States' production of a qualified mixture
. provided by that exemption or reduced rate .

Ift nivalter -
We need it to ensure that taxpayers are 3. Lower-Procif Alcohol .-The credit is 45 Unes 7& and 7b.-Noncommercial
complying with these laws and to allow us to cents a piton for alcohol that is less than aviation is use of an aircraft other than in a

N-bar ofGW1- figure and collect the right amount of tax . 190 proof, but at least ISO proof . business of transporting persons or property
Type of Alcohol Fuel Sold or uted column (a) x Convort (b) You are required to give us this information . C . Definitions and Special Rules.- for pay.

0) 110 The time needed to complete and file this . 1 . Alcohol. -Alcohol includes methanol and Lines 7c and 7d .-This includes all other

I Straight alcohol and alcohol mixtures: form will vary depending on individual ethanol but does not include: uses such as off-highway business use, use

Is circumstances . The estimated average time (a) alcohol produced from petroleun ,
a 190 proof or greater (in gallons) . . . . . . . . . . . I

in a motor vehicle or motorboat . etc.
0

Us is: natural ps, or coal (including peat), or Una 9-Include the line 9 amount i n
b Less than 190 proof but at least 150 proof (in gallons) . . . Reconfluisping . . . . . 8 hrs., 8 min . (b) alcohol of less than 150 proof. In income. even if you cannot use all the credit 0

2 Add lines Is and lit in both columns . . . . . . . . . . 2 Learning about the figuring proof, disregard any because of limitations based on the amount -1

3 Other fuels blended with the alcohol above . . . . . . . . 3 low or the form . . . . . . 46 min . denaturants (additives that make the of your tax . 10

4 Total gallons of fuel 4 1 ii Preparing the form . . . I hr ., 52 min . alcohol unfit for human consumption) . Una I I .-If you are an individual, estate,
-Add lines 2 and 3 (column (a)) . . . . . The volume of alcohol includes any or trust and any credit on line I I is from a 0
on' Copying, assamblint denaturant up to 5% of the volume of passive activity . see Form 8582-CR,5 Enter the number ofpll a that contain less than 10% of 190-prool

I and -1
sending the form to RS - .16 min . the alcohol and denaturant combined. Passive Activity Credit Limitations, before 0)

alcohol or that are exempt from excise taxes because of exemption, If you have comments concerning the
credit . or refund provisions other than the alcohol fuel credit . . .. 5 accuracy of these time estimates or 2. Diesel Fuel.-Diesel fuel is any liquid carrying ft credit to Form 3800 or

6 Subbact line 5 from line 4. This is the number of plicins of fuel suggestions for making this form more other than gasoline that can be used as a completing Part
11 of Form 6478. If you are

simple. we would be happy to hear from fuel in a diesel-powered highway vehicle or a corporation and any credit on line I I is

that benefited from an exemption from or a reduced raft of the
6

you . You can write to either IRS or the a diesel-powered train . from a passive activity . see Form 8810,

excise tax because the fuel contained alcohol . . . . . . .

. I

Office of Management and Budget at the 3. Special Motor Fuet-Special motor fuel Corporate Passive Activity Loss and Credi t

7 Brasil down line 6 into the number of gallons of : addresses listed in the instructions of the is any liquid fuel other than gasoline that is Limitations, before carrying the credit to (D
Form 3800 or completing Part 11 of Form

tax return with which this form is filed . suitable for use or is used in a motor vehicle
6478. If the credit is limited try the passive'c"on INoncommercial aviation fuel-- General Business Credlt.-The general or motor boat .

a Alcohol or alcohol blended with aviation fuels 78 .14 tivity limitations, the amount carried to -1
business credit consists of the investment 4. Tax IfAlcohol Is Not Used As Fuel. -if

Form 3800 will be the line I I credit
b Alcohol blended with garsolinin . . . . . . . . . . . 71) .09 credit (Form 3468), jobs credit (Form 5884), you determined an alcohol fuel credit an d

alcohol fuel credit (Form 6478), research later: (a) used the alcohol or mixture other reduced by the passive act" limitation. If

All other fuel on line 6- credit (Form 6765), arid low-income housing than as a fuel . (b) separated the alcohol you do not use Form 3800. the allowed

c Less than 95% alcohol -1 1 with gionfins, dinal fuel . or spatial teeing low 7c .06 credit (Form 8586) . If you have more than from a mixture, or (c) mixed alcohol on credit on line 19 of Form 6478 may not

d 85% or more alcohol: one of these credits for 1988 or a carryback which a credit was allowable on a retail sale . exceed the line I I credit reduced by the
passive activity limitation .

(1) Alcohol produced from other than petroleum or natural gas 7410) .06 or carryforward of any of these credits . you then you must pay a tax of 60 cents for
If you are an estate or trust, the credit onmust attach the appropriate credit forms and each gallon of alcohol or alcohol in a line I I is shared among the beneficiaries

(it) Alcohol produced from natural gas . . . . . . . . . I MY) .045 sum rize them on Form 3800.General mixture . If the alcohol is less than 190 proof a or trust itself in proportion to
Co

Caut Ion: The separate amounts figured an lines 7a, 7b, 7c, or 7d (in column (c)) should not Business Credit. If you have only a V988 (but at least 150 proof). the tax is 45 cents and the estat

exceed the respective credit taken on that fuel on line Ja or 1b. Icoh I fuel credit, you do not have to file a gallon . Report the tax on Form 720 . the income each received from the estate or
0

;orm038OO this year . Quarterly Federal Excise Tax Return . trust. In the margin to the right of line 11 ,

8 Add amounts on lines 7a through 7d . . . . . . . . . . . . . . . . . . . . . . the estate or trust identifies its own part
You can take or revoke the alcohol fuel Specific Instructions and the beneficiaries' part of the total 71

9 Credit less excise tax bentlit (subtract list 8 from ties 7) . Notic Indeft this alleault in your him for 191116 . . . . 9 c edit any time within three years from five IndlirldlIJBIL-Use lines
I thr credit . The estate or trust then completes

el nyouviva- Then inner total of current year ak" fuel credrits) from- due date of the return. ough 9
to lines 12 through 19, as applicable, to figure

-110 Flow-through alcohol fu
0

A. Pu pose of Form .-Use Form 6478 to figure any alcohol fuel credit from a sole the credit to take on Form 104 1 . It attaches
credits from other entities Sh-holder Sch$Wle KK-1 (Forin 1120S), line 12 . . . . figurer proprietorship . If you have credits only

1065). line 13 . . . . . your credit for alcohol used as fuel . Thea
.1 from sources that shared their credit (S to its Form 6478 a schedule showing how

s.̀!0Zart .: sd=ddu1N-1((F-l04l),Ilwl1 . . . . . . . . 1 10 credit is allowed for sale or use of straight corporations, partnerships, estates, or the total credit was divided . 3

11 Current year alcohol fueli -ladd lines 9 and 10) . . . . . . . . . . . . . . . . . 11 alcohol fuel and qualified alcohol mixtures
. trusts). skip lines 1 through 9. If you cannot use part of the credit

Note: Ifyou are a8imiriga J9W investment credit (Form 3468). jobs citiolit(Form 5884), research cradit(Form 6765), orlo-income houslirircrindit(Fitrim S. Alcohol Fuel and Amount of Credit.- because of the tax liability limitations or the
8586) in additrorn to your J988skohol fuel credit or ifycru haves carrytiock or carrWorwairdarfanysioneral business credit, stop here andgo to Form

Whether or not you complete lines I operation of the alternative minimum tax,1 . Straight Alcohol.-The credit is 60 cents through 9, enter on line 10 any credits you you maycarry it back 3 ears, then forward39W, General Business Credit, to claim your 19M Bkohd fuef credit. N you how only a 1988 alcohol fuel credit, you may continue with lines 12 a gallon for alcohol that is at least 190 received from sources that share the credit.
- thmugh 19 to claim your credit. proof. The alcohol must not be in a mixture Complete the rest of the form to figure the 15 years . Use Form 389 .

12 a Individuals-From Form 1040, enter amount from line 40 . . . . . . . . . . . . with gasoline ; diesel or special motor fuel Una 13c-Other filers.-Before you can CL
(except for a denaturant) and either: credit to enter on your income tax return .

bCorporations-From Form 1120 . Schedule J, enter tax from line 3(or Form 1120-A, Part 1, line1) S corporatiorm partnerships. estates, claim the alcohol fuel credit against your
(a) used as a fuel, or income tax liability, you must reduce this

12 and trusts.-Figure the total credit on tax liability by the credits listed below :c Other filers-Enter income tax before credits from return . . . .. . . . . . . . . (b) sold at retail to another person and put lines 1 through 11 . The credit is shared
13 a Individuals-Frorm Form 1040, enter credits from lines 41, 42, and 43 .

plus
inan drug in the fuel tank of that person's vehicle . among the individual shareholders, a Personal credits (child and dependen t

credit. mortgage interest credit, and norriconvention I source fuel credit irtcluz= The credit is available to the taxpayer who partners . and beneficiaries in the same way care credit, credit for elderty or disabled, a-*.

b Corporations-From Form 1120, Schedule J, enter credits from lines 4a through 44 (Form u es the alcohol as fuel in a trade or that income and loss are divided . and the credit for interest on certain home
mortgages)

I 120~A filers. enter zero) . . . . . . . . . . . . . . . . . . . .
. .

13-
business. However, even if the fuel is used Line S .-Exemption provisions other than

c Other filers-See instructions for line 13c . . . . . . . . . . . . . . . . . in a trade or business by the user, the seller, the alcohol fuel credit apply to fuel : a Foreign tax credit 0

14 Income tax liability as adjusted (subtract line 13 from line 12) . . . . . . . . . . . . . 14, not the user, claims the credit for t ' ht a Possessions corporation tax credi t
alcohol sold at retail and placed in the uel a Used on a farm for farming purposes ." ral a Orphan drug credit

15 Tentative minimum tax- tank of the user's vehicle. 9 Supplied to military ships or aircraft or 0
a Individuals-Froin Form 6251, enter amount from line 17 . . . . . . . . . . . . 9

Nonconventional source fuel credi t
2 . Alcohol Mixture. -The credit is 60 cents certain commercial ships or aircraft . Una 16c-Other filem-Enter the sum of

It CorporatiorTS-From Form 4626, enter amount from line 13 . . . . . . . . . . . a gallon for alcohol that is at least 190 proof . 9 Used as fuel bya state, any political line 14 and your alternative minimum ta x
c Estates and Trusts-From Form 8656, enter amount from Part III, line 10 . . . . . . . 15 The alcohol must be used to produce a subdivision of a state, or the District of from whichever afternative minimum tax

qualified mixture. A qualified mixture Columbia. form you file.
16 Net income tax- combines alcohol with gasoline, diesel. or Used as fuel by a nonprofit educational Una 17-Limitation .- See code section

na Individuals-Enter the sum of line 14, above, and line 19 of Form 6251 . . . . . . . . special motor fuel and the producer of the organization . 38(cX3) for special rules for married couples

It Corporations-Enter the sum of line 14, above, and line 16 of Form 4626 . . . . . . . .
mixture either: a Used as fuel in an aircraft or vehicle by filing separate returns. for controlled

es it as fuel, or corporate groups, and for estates and trusts .
(b) sells it as fuel to another person

. certain aircraft museums .c 01 her filers-See instructions for line 16c . . . . . . . . . . . . . . . . . 161 (a) us s
17 if line 14 is more than $25.000-Enter 25`16 of excess (See instructions for line 17) . . . . . 17 9 Used in an intercity, local, or school bus . Line 19- If the alcohol fuel credit is not

18 . Enter-Line 16 less whichever is greater, line 15 or line 17 (if less than zero, enter zero) . . . .
The credit is available only to the a Used for certain helicopter uses . listed separately on your 1988 return .

producer ho blends the mixture . The include the credit on the 'other credits* o r

19 Alcohol fuel credit allowed for current year. Enter the smaller of line 11 or line 18. This is your 0 rnduc~r Must Use or sell the mixture in a Line 7- If you sold or used alcohol or an 'total credits' line; then write "ALCOHOL

General Business Credit for 1988 . Enter here and on Form 1040, line 44 ; Form 1120, Schedule J,
alcohol mixture as fuel, you may have been FUEL CREDIT' and the amount on th e
~ntitled to an exemption or a reduced rate dotted line to the left of the entry amount.

J



Credit for Increasing Research Activities OMB No. 1545 0619 F-6765(1989) pw 2.__6765
(or for claiming the orphan drug credit)

- ____ __
= Allowed R...,ch CreditU88

RZ, No Attach to your tax return
S
., No 81

26 Income tax liability as adjusted for the research credit (from line 7 above, subtract any orphan drug
identifying -b. credit shown on Iine 10 and any nonconventional source fuel credit shown on your return) . . . . . .AG-

Orphan Drug Credit
27 Net incorm tax-

a Individuals-Ente, the sum of line 26, above, and line 19 of Form 6251 . . . . . . . . . .
I Qualified clinical testing expenses (do not include any amounts claimed as

7 0

current year research expenses in 15(a) below) Is Corporations-Enter the sum of line 26. above, and line 16 of Form 4626 . . . . . . . . . 0
2 Enter 50% of line I (see instructions) . I . . . . . . . 2 -1

3 Flow -th rot igh or phan d r ug c redit(s) from a pa rtnershi p, S corporation, estate, or trust . . . . . . 3 c Other filers-See instructions for line 27c . . . . . . . . . . . . . . . . . . . M

"
0

4 TotaI - - Add lines 2 and 3 4 28 If line 26 is more than $25,ODO-Enter 25% of the excess (see instructions for line 28) . . . . . 28 1

Tax Liability Limitation-For Figuring Orphan Drug and Research Credits fee.
------- - 29 Enter-Line 27 less whichever is greater, line 8 or line 28 (if less than zero, enter zero) . . . . . . 29

Sa Indwiduals- From Form 1040 . enter amount from line 40 . . . . . . . . . . . . . 30 Corporations-Enter here and on the appropriate line of your return the smaller of line 25 or line 29.
b Corporations - From Form 1120 . Schedule J . enter tax train line 3 (Form 1120-Afilers claiming This is your General Businen Credit for 1988 . . . . . . . . . . . . . . . . . . . -12-

the research credit . enter amount from Form 1120 A. Part ] . line1) 31 Individuals, estates . and trusts-Enter here and on the appropriate line of your return the smaller o f
c Other filers-Entet income tax before credits from return . . . . . . . . . . . line 25 or the arnount from the formula in the instructions for line 3 1 (but do not enter more then line See.

t I edt 29) . This is your General Business Credit for 1988 . . . . . . . . . . . .. . . 31 C6a Individuals--- From F onn 1040. enter credits from lines 41, 42. arid 43 plus any it
.

b Corporations-Firom form 1120 . Schedule J. enter any credits from lines 4(a) and j4b) (Form 1120 A filers . enter mo) 6

c Other filers- -Enter any personal cieffits . foreign tax credit, and possessions tax credit . . . .

7 Income fay liability as adjusted (subtract line 6 from line 5) . . . . . . . . . . . . . . . ..

8 Tentative minimum fay

Individuals - From Form 6251 . enter amount from line 17 . . . . . . . . . . .

Corporations- From Form 4626 . enter amount from line 13 . . . . . - - -

.
8

c Estates and Trusts-From Form 8656. enter amount from Part Ill . line 10 . . . . . .
I

9 Excess of income tax liability over tentative minimum tax-Subtract line 8 front 7 . . . . . . . 9

Allowed Orphan Drug Credit In0
opriate line of your return the smaller of line 4 or line 910 Orphan drug credit-- Enter here and on the appr-

Research Credit
(A

I I Wages for qijalified services(do not includewages used in figuring the jobs credit)

C .r,.t fin ye., (b)Be period

12 Cost of ~;jpplies used in conducting qualified research CL

13 Rental or lease costs of computers used in conducting qualified research 1 3

34 65% of contract expenses for qualified research (but see line 20 below) 14

15 Total qualified research expenses (add lines I I through 14 in columns (a) and (b)) is

16 Subtract line 15 column (b) from line 15 column (a) . . . . . .

17 Limitation -Erter 50%of line 15 column (a)
17 fee-

18 Enter the smaller of line 16 or line 17 . . . . . . . . .

19 University hasic research oayments paid in cash during year (corporations only) . . . . . . . . . 0

20 Base period amount (see instructions), . . . I I . . .-ZQI-

21 Subtract line 20 from line 19 . . . . . . . . . . . . . . . . . . . 21
0

22 Add line 18 and line 21 19- - ___

23 Tentative credit - -Enter 20% of line 22 . . . . . . . . . . . . . . . . ..23

24 Floyi-through research credito) from a partnership, S corporation. estate or trust 24

25 Total allowable research credit -- Add lines 23 and 24 .

Note. If you have a 1988 investment credit (rorm 3468). jobs credit (Form 5884). credit for alcohol used as fuel (Form 64 78). or
low income housing credit (Form 8586) in addition to your 1988 research credit. or it you have a carfyback or carryforward of any
general business credit, stop here and go to Form 3800. General Business Credit, to claim your 1988 research credit . If you have only

a 1988 research credit. you inay continue with hites, 26 through 31 to claim your cred, f.

See Paper-od, Roduction Act Notlier im page I of the "Petatil l"11111=11101111 . 6 765 - i,qm,



ent of the Treasury
Revenue Service

F.. 6765 (19M) pw 2

00Y88 ts Research r*elatiiig to certain internal- Line 13-See section 4 I(bX2XA) for of the in'come of the estate or trus t
use computer software ; rules on leased property if you receive allocable to each . The estate or trust

9 Research conducted outside the payments from anyone for the rental or then enters its share of the credit on
U .S . ; lease of substantially identical line 25 of a separate Form 6765 andInstructio hs for Form 6765 * Research in the social sciences, arts, Property . completes the rest of the form. as

or humanities; or Line 14. -include 65% of any amount applicable, to determine its allowed
Credit for Increasing Research Activities Research funded by another person paid or incurred for qualified research credit .

0 performed on your behalf. Prepaid If you are an individual, estate, or(or for claiming the orphan drug credit) (Or governmental entity)
. contract research expenses are trust and any credit on line 25 is from a

(Section references are to the Internal Revenue Code unless otherwise noted .) See section 41 for more details and considered paid in the year the passive activity, see Form 8582-CR, 0

Instructions investment credit, jobs credit, credit for must show on Schedule KJ, or on an rules research is actually done
. (See line 20.) Passive Activity Credit Limitations, .0

alcohol used as fuel, credit for attachment to Schedule K- 1, the credit Part I.-Orphan Drug Credit Line 17.-Base period research before carrying the credit to Form 3800 IN

Paperwork Reduction Act Notice- The definition of qualified clinical expenses cannot be less than 50% of or completing Part V of Form 6765. If V
We ask for this information to carry out increasing research activities, and low- for each shareholder, partner, or testing expenses closely parallels the current year research expenses . This you are a corporation and any credit on 0
the Inteinal Revenue laws of the United income housing credit

. If you have beneficiary . definition of qualified research rule applies both to existing and newly fine 25 is from a passive activity, see -1
more than one of these credits for Special Rules expenses, except that clinical testing organized businesses. Form 8810, Corporate Passive Activity 0)States. We need it to ensure that 1988 or a carryback or carryforwatd Of Loss and Credit Limitations, before 0-0.

taxpayers are complying with these any of these credits . you must attach See section 41(f) for special rules on : expenses are not limited to 65% of any Line 19-Corporations (other than S
carrying the credit to Form 3800 or (D

laws and to allow us to figure and the appropriate credit forms and (1) Controlled groups of corporations contract research expenses. See corporations, personal holding
completing Part V of Form 6765. If thecollect the right amount of tax . You are summarize them on Form 3800 and businesses under common section 28 . companies, and servic e

required to give us this information . General Business Credit. If you 6ve control; Caution: To claim the credit, the organizations). -You may be eligible credit is limited by the passive activity

The time needed to complete and t (2) Allocation of the credit by expenses must be for a drug that has for a new "basic research* credit if your limitations, the amount carried to Formonly a 1988 research credit, you do no 3800 will be the line 25 credit reduced
file this form will vary depending on have to file Form 3800 this year. partnerships, estates and trusts ; been designated as an orphan drug 1988 payments in cash to a qualifie d
individual circumstances . The' under section 526 of the Federal Food, university or scientific research by the passive activity limitation . If you

Purpose of Form.-Use Form 6765 to (3) Adjustments if a major portion ofa do not use Form 3800, the allowed
estimated average time is- figure and claim the general business business is acquired or disposed of ; Drug, and Cosmetic Act, and related organization (pursuant to a written

contract) exceed a base period amount credit on line 30 or line 31 at Form -
Rocordkeeping . . . 7 hrs., 39 min . credit for increasing the research (4) Short tax years . regulations.

(based on your general university giving 6765 may not exceed the line 25 credit
Learning about the activities of a trade or business and to Carrybacks and Carryforwards .-If Line 2-You must reduce the and certain other maintenance-of- reduced by the passive activity
low or the form . . . 2 hrs . 16 min . claim the orphan drug credit . Complete you cannot use the research credit deduction for qualified clinical tesl ing for the 3 preceding years) limitation .

Parts If. IV, and V to figure the research because of the tax liability limitations, expenses otherwise allowable on your effort level s
Preparing the form . 6 hrs . : 13 min . credit. Complete Parts 1, 11, and III to you.may carry it back 3years, then income tax return by the amount of the Enter your 1988 payments on line 19.* Line 27c. Others filers.-Enter th e

Copyln& assembling. figure the orphan drug credit. forward 15 years, Use Form 3800 . credit shown on line 2. See section See section 4 l(e) for details . sum of line 26 and your alternative
OD

and sending the form The research credit applies only to (There are no carryback or carryover 28OC(b) for special rules. Line 20-Enter the base period minimum tax from whichever

to IRS . . . . . . . 1 hr ., 4 min . research expenditures paid or incurred provisions for the orphan drug credit .) Line 4 .-If you have credits from amount as defined in section 4 I(e) . alternative minimum t .ax form you file .

If you have comments concerning the before January 1, 1990 in carrying on a For more information, get passive activities . see Form 8582-CR, The amount on line 20 (but not more Line 28. Limitations.-See section

accuracy of these time estimates or trade or business you are already Publication 572, General Business Passive Activity Credit Limitations, or than the amount on line 19), although 38(cX3) for special rules for married

suggestions for making this form more engaged in . It does not apply to those Credit. Form 8810, Corporate Passive Act not eligible for the 1988 university couples filing separate returns. for

simple, we would be happy to hear from incurred before beginning a trade or Loss and Credit Limitations, beforeiv'ty research credit, can be treated as 1988 controlled corporate groups, and fo r

you . You can write to either IRS or the business . Generally, the research credit Specific Instructions completing the remainder of this form . contract research expenses on line estates and trusts .
0

Office of Management and Budget at is 20% of the increase in qualified Note : Ifyou are a shareholder, partner, 14(a) above (and subject to the 65% Line 31 . Limits.-If you are an -1Line 10-Include the orphan drug limitation). individual, estate, or trust, the credit(s )
the addresses listed in the instructions research expenses paid or incurred in or beneficiary with a credit from two credit on the appropriate line of you r
of the tax return with which this form is the current tax year over base period sources, such as from a sole Lines 3 and 24-The credit(s) figured on lines 23 or 24 is limited to the 3

hip, figure
1988 tax return . If it is not listed (All

filed . research expenses, plus 20% of the proprietorship and a partners separately on the return, include the on lines 1 through 4 and on lines 11 amount on line 29 attributable to your

Items You Should Note university basic researchpayments .of the credit of the proprietorship on lines credit on the "other credits" or "total through 25 by an S corporation, interest in the proprietorship,

certain corporations. I and 2 of Form 6765 or lines I I credits" line ; then write "ORPHAN partnership, estate, or trust are partnership, S corporation, estate or

is The research credit has been If you incur qualified clinical testing through 23 ifyou are claiming the DRUG CREDIT"and the amount on the apportioned to the individual trust generating the credit . Figur e

extended to December 31, 1989 . expenses relating to drugs for certain research credit. Then enter the flow- dotted line to the left of the entry shareholders, partners, or separately for each business enterprise CL

* For taxable years beginning after rare diseases, you may elect to claim a through credit on line 3 or line 24 and amount . beneficiaries, respectively . This by using the following formula:

December 31, 1988, deductions under 50% credit on these expenses instead complete the rest of the form to apportioned credit (and any unused Tauble i- attributabletoy~intlmti theuni-pwated
section 174 or any other provision for of taking the research credit . determine the credit to be entered on Part IV.-Research Credit credit from these entities) is entered on buli-, 1065.11041 . . 1,20, -tity
research expenses or basic research Even though you cannot use the your tax return. Lines I I through 14, column b.- line 3 or line 24 of a separate Form 1.1.29 X

T ..b*
i-

f. th . ye., (F- 1640. U;
payments must be reduced by 50% of same expenses to claim both the Qualified research is limited to Base pet iod research expenses are the 6765 to determine the allowed . U. 37) 0.0,
the taxpayer's research credit research credit and the orphan drug scientific experimentation or average of the annual qualified credit(s) to be entered on their tax When using the formula, the result is -1
determined for the year, unless an credit, any expenses used in computing engineering activities designed to aid in research expenses for the 3 years returns. limited to 100% of the line 29 amoynt . C
election is made to have the research the orphan drug credit must be the development of a new or improved immediately before the current tax Line 25 . Estates or trusts .- Complete If in the current tax year you had no 0
credit not apply. A similar rule applies included in any research credit "base product, process, technique, formula, year . Newly organized businesses are lines 11 through 25 and apportion the taxable income attributable to a
where the taxpayer capitalizes, rather period" computations in future years. invention, or computer software treated as having been in business with credit on line 25 between the estate or particular business interest, you canno t
than expensm qualified research Who Must File.-An individual, estate, program held for sale, lease, or license, no qualified research expenses during trust and the beneficiaries on the basis claim any research credit this year 0

expenses . trust, organization or corporation or used by you in a trade or business . the base period before the business related to that business.
9 Far taxable years beginning after claiming a credit for increasing The research credit is generally not began .
December 31, 1988, you may elect to research activities or for orphan drug allowed for the following types of

(A

have the research credit not apply . expenses, or any S corporation activities :
is Fars pecial rules concerning the partnership, estate or trust thai shares a Research conducted after the
allocation and apportionment of the credit(s) among its shareholders. beginning of commercial production ;
research and experimental partners, or beneficiaries should attach is Research adapting an existing
expenditures between U.S . and this form to its income tax return . product or process to a particular
source income, see Section 4009 of t S corporatkins . partnerships, customer's need ;
Technical and Misceltaneous Revenue estates, and trusts that share the is Duplication of an existing product or
Act of 1988 . . credit(s) on lines 4 and 25 among their process: . I 1 1 .
Geovel Business Credit.-The shareholders, partners . or be6eficiaries 9 Surveys or studies :
neriefal business credit consists of the
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2,..8586 Low-Income Housing Credit I ous ft. IS454M them on Form 38M, General Business Credit . is a credit from a flow through entity . See Note that had a decreased basis. attach a scheduleIf you have only a 1988 Low-income housing at beginning of the Specific fnistruchons for to list the additional BiNs . A Zmase incredit . you do not have to file Form 3800 this details, qualified basis will result in recapture if the

rkviin-nt of the Tritium W Attach to your tax return
T088

year . You may not take a low-income housing qualified basis at the close of the tax year is1"t-114wit,turservic,
I

Haft: This 1988 form should aim be used by taxpayers who have not yet filed their IM7 sexierice'Aa 41 Purpose of Forni.-Oomers of residential credit on a building if it has not received an less then the qualified basis at the close of theso n shown sn term Taxiir.Weelatkoitio. tweeter
rental buildings; providing low-income housing allocation, Generally . the allocation must be first year of the credit period . Important: I f
must use Form 8586 to claim the low-income received in the calendaf year the building is the reduction in qualified basis at the close of
housing credit . placed in service . In addition . no credit will be the tax year also results in a violation of the

Low-Incorne HousIng Credit Partnerships, S Corporations, Estates and allowed in excess of the amount allocated to minimum set-aside requirement, then n o
Trusts .-Complete Part I to figure the credit the building by the housing credit agency . See credit is allowable for the year . If you mustI Number of Forms 8609 attached. (see instructions) . . . . . . . . . . . I- to pa s through to the partners, shareholders. section 42(h) . An allocation is not needed to recapture credits, use Form 8611 . See also. .. . . . . . . . . . . . . . .

Please enter totals from your attached Form(s) 8609 on liniss 2-4 below. or beneficiaries. Attach the Form 8586 to the the extent that a building is financed with section 420) for additional information .
1 2 ent I 's income tax return along with a Form certain tax-exempt bonds. It 70% or more of Lin*4 .-The line 4 credit for the year is figured .02 Eligible basis of building(s) (total from attached Schedulei A (Form 8609), line 1) . . . . . . .

Low-income Homing Credit Allocation the aggregate basis of the building and the on Schedule A (Form 8609) for each building . 03a Qualified basis of low-income builifing(s) (total from attacheid Schedule(s) A (Form 8609), line 3) . . . Certification . and Schedule A (Form 8609). land on which the building is located is Copies of Forni 8609 and Schedule(s) A -1Is Has there been a decrease in the qualified basis of any building(s) since the close of the preceding tax Annual Statement . for each building . financed with certain tax-exempt bonds and (Form 8609) must be attached to Form 8586 M
year? C1 Yes 0 No If Yes, enter the building identification number (BIN)of the building(s) the Caution: No credit may be claimed on any the building is placed in service by December for each tax year a credit is claimed Enter o n

building for which there has been allowed any 31, 1989. no allocation is needed from the line 4 the credit from line 16 of SchejuleA 0had a decreased basis . If more space is needed, attach a schedule to list the BINs. See instructions . relief from the passive loss rules under section agency (but you must still get a Form 8609 (Form 8609) . If more than one Form 8609 and -1
502 of the Tax Reforryi Act of 1986 from the applicable housing credit agency (for related Schedules A are attached, enter on line 0)W- (it)- 00- VV)_ purposes of determining the building's 4 the total credit from all attached Schedules A. V-6.44 Credit for the year (total from attached Schedule(s) A (Form 8609), lints 16-see instructions) . . . 00 Introduction identification number) and you must still

It Form 8586 is completed by a flow- (DffM Thde low income housing credit determined complete the appropriate parts of Form 8609 through entity and the line 4 credit i s
If you.- yur housnis a8diUs) f-

a
5 Housing credits from

" )""

on at section 42 is a credit of 70% of the lind attach it to your return)
. However, if a attributable to more than one buildinill, the: ShallIkle, =uu*' 1,11' 111)

;irines qualified basis of each new low-income uilding is 70%
or more financed with certain entity must attach a schedule to Form 8586

kii'~I T I

tax-exempt bonds and the building is placed i nflowthrough entities . . . . . Part- F= 065), 1~1 .jixidl 12))
5 building placed in service after 1986

(30% in Service after December 31, 1989,
such that shows each partner's, shareholder's . or

c Simehcwry SchriluktKI(F-1041),line the case of certain Federally subsidized new beneficiary's name, taxpayer identificatio
n

- for.
buildings or existing buildings) . This credit is building must receive an allocation of credit number, and share of the line 4 credit for eachit P-t- Aps""o"6 Current year credit-Add line 4 and line 5 (see instructions) . . . . . . . . . . . 6 taken over a 10-year period so that the present pursuant to section 42(hX 1XE) before the building and the BIN of each building .Note : Ifyou have a 1988 investment credit (Form 3468), jobs credit (Forn, 5884 , credit for alcohol used as furefffionn 6478), or research credit value of the 10 annual credit amounts housing credit !gency s authority to allocate

(Form 6765) in addition to your 1988 low-income hou * radit f I cred Line 5.-If you have flow-through creditsA7ct or, Lve a carryback or car"rvivrof of any ceneral business credit determined as of the last day of the first year o I expires . Aggregate basis* means the
*1 It I

ty a low-inco;; the credit period equals 70% (or 30%) of t sum of the eligible basis of the qualified low- from a partnership . S corporation . cooperativestop here and go to Form JM, General Business C
711' 0 c aim your

1988 lo-incorrie housing credit. Of you eve on
he under section 52 1 . estate, or trust. total the (Ahousing credit, you may continue with lines 7 through 14 to claim your credit. building's qualified basis . income building and land on which the

Tax Liability Limitations In general, the 10 year credit Period starts building is located . 'Land on which the credits from the appropriate forms and
- __ at the beginning of the, tax year in which the building is located' includes only land that is schedules and enter the total on line 5.

7& Individuals-From Form 1040. enter amount from line 40 . . . . . . . . . . . . . . building is placed in service However you functionally related and subordinate to the Line 6.-If you are an individual, estate, or
b Corporations-From Form 1120, Schedule J, enter tax from line 3 (or Form 1120-A. Part 1, line 1) 7

may elect to begin the 10-year credit ijericid in qualified low-income building (see Regulations trust and any credit on line 6 is from a passive
the tax year after the year the building was section 1 103 8(1bX4Xio) for the meaning of activity, see Form 8582-CR, Passive Activity co

c Other filers-Enter income tax before credits from return . . . . . . . . . . . . . . I 'functionally related and subordinate"), Credit Limitations . before carrying the credit Calplaced in service by check,;1 the "Yes" box in to line 5 of Form 3800 or completing Part It ofBe Individuals-From Form 1040, enter sum of the credits from lines 41, 42, and 43 and arry orphan Par, 11, line la, of Form
86

Rec.ptun, ofcredit . There is a 15 year
compliance period during which the Form 8586 . If you are a corporation and anydrug credit. mortgage interest credit, and nonconventional source fuel credit included on line 46 Qualified Low-income Housing Project .- credit on line 6 is from a passive activity,The low-income housing credit can only be residential rental building must continue to se

eIs Corporations-From Form 1120, Schedule J, enter credits from lines 4a through 4d (Form 1120-A 8 claimed for residential rental buildings in low. meet certain requirements, If, as of the close Form 9810, Corporate Passive Activity Los s57
of any tax year in this pericid, there is a and Credit Limitations, before carryin the "nfilers, enter zero) . . . . . . . . . . . . . . . . . . . . . . . . . . . income housing projects that meet the Ilding credit to line

5 of Form 3800 or compleltingequirements of or e of the following tests : reduction of the qualified basis in any bui
C) c Other filers-See instructiorts for line 8c : . . . . . . . . . . . . . . . . . .

. f
0

from the. Previous year, you may have to Part 11 of Form 8586. If the credit is limited by 0
A) 20-50Tesf

.2 percentiornoreofthe recapture a part of the credit you have taken . the passive activity limitations, the amount 1%0 9 Income tax liability as adjusted (subtract line 8 from line 7) . . . . . . . . . . . . . . residential units in the project must be both carried to line 5 of Form 3800 will be the line 6
<

Similarly. you may have to recapture part o fM 10 Tentative minimum tax- rent restricted and occupied by individuals the credits taken in previous years upon credit reduced by the passive activity 3M
whose income is 50 percent or less of the area certain dispositions of the building or interests limitation . If you do not use Form 3800. th eZ a Individuals-From Form 625 1, enter amount from line 17 . . . . . . . . . . . . . . median gross income, or therein

. Use Form 8611, Recapture I L W allowed credit on line 14 of Form 8586 maym b Corporations-From Form 4626, enter amount from line 13 . . . . . . . . . . . . . (B) 40-60 Test: 40 percent or more of the Income Housing Credit . See section 4020)0
9 10

not exceed the line 6 credit reduced by theZ
I residential units in the project must be both Passive activity limitation .i c Estates and Trusts-From Form 8656. enter amount from Part 111, line 10 . . . . . . . . . Recondkeeping Requirements.-You houldrent restricted and occupied by individuals keep a copy of this Form

8586 togethers.ith Line Be . Other I'llers .-Before you can claimI I Net income tax- whose inc me is 60 percent or less of the area all Forms
8609, Schedule(s) A (Form 8609), the low-income housingcredit against your tax CL

Individuals-Enter the sum of line 9, above . and line 19 of Form 6251 . . . . . . . . . . median gross income, liability
. you must first reduce this tax liabilityZ 8611, and 8693 for 3 years after the 15-year

Corporations-Enter the sum of line 9, above. and line 16 of Form 4626 . . . . . . . . .
Note : Owners of buildings in projects located compliance period ends . by the following credits :
in New York City may not use the 40-60 test . e Personal credits (child and dependent

Z
ey may use a 25-60 test: 25 Specific Instructions cam

Q c Other fifers-See instruction for line I Ic . . . . . . . . . . . . . . . . . . . . Instead. in credit, credit for elderly or disabled, and the0 12 If line 9 is more than $25,000-Enter 25% of excess (see Instructions) . . . . 12 percent or mote of the residential units in the Note: If the only credit(s) figured on Form credit for interest on certain home mortgages),n . . . . . . . -
project must be both rent restricted and 8586 is a credit(s) you recerved from a a Foreign tax credit 0-013 Enter- Line I I less whichever is greatew, line 10 or line 12 . (If less than zero, enter zero.) . . . . . AL occupied by individuals whose income is 60 partnership, S corporation . estate, or trust

a Possessions corporation tax credit "4
0

14 Total allowed low-income housing credit-Enter the smaller of line 6 or line 13. This is your General percent or less of the area median gross (flow through entifies)
., do not complete lines

8 Business Credit for 1988 . Enter here and on Form 1040, line 44 ; Form 1120. Schedule J, line 4o; Form
0

M
income (see section 142(dX6)) I through 4 or attach Forms 8609 to Form e Orphan drug credit

12 1120-A, Part 1, line 2a ; or the proper line of other naturrm . . . . . . . . . . . . . . . . 14 You may elect either test for the project . 8586. You need only complete lines 5 and 6 of a Nonconventional source fuel credi t
but once made, the election is irrevocable . The Part I and the applicable lines of Part It, or P-0.

Line I Ic Other FII&M-Enter the sum ofPaperwork Reduction Act "Ics.-We ask Preparing the form . . . 10 hrs ., 26 min- General Instruction test elected must be the same for all buildings Form 3800. The flow-through entities line 9and yourafternative minimum tax, if 0in the project . Use Form 8609 to make this complete lines I through 6 of Form 8586 and any, from whichever alternative minimum tax
:74 for this information to carry out the Internal Capying, ~bNn& (Section rafterences, am to 11"S1.1 election . See section 42(g) for more details. attach Forms 8586 and 8609 with
6 Revenue laws of the United States. We need it and standlifte the form

Revencelf Code unless offienwer noted.) You must obtain a Form 8609 (with accompaifying Schedule(s) A (Form 8609) to
form you file.to ensure that taxpayers are complying with to IRS . . . . . . . . I hr ., 53 min

. Lim 12 . Lfirittation.-See section 38(cX4)these laws and to allow Lis to figure and collect General 111jusheatial Cr@ML-The general Part I completed) from the state of local credit their respective returns .
for special rules for married couples filin g

M If
you have comments concerning the business credit consists of the investment a orms

8609
<0 the too amount of tax. You are required to accuracy of these time estimates or cgency for each building for which you are Line I .-Ifany of the attached F separate returns. for controlled corporategive us this information. credit jobs credit, credit for alcohol used as fainting a credit . A copy of Form 8609 and are for buildings that are part of a multipl e

The time needed to complete and file
th suggestions for making this form more simple. fuel. ;~~irch credit, and lonvoincorne housing accompanying Schedule A (For. 8609) for building protect (d ed in imtructions for groups

. and for estates and trusts .
we would be happy to hear from you . You can credit . If you have more then one of them each building must he attached to your return Part 11, item 2b of ; .1irm 8609) . attach a Carrybacks, and Carrythimmirds.-If youfor . will vary depending on individual write to either IRS or the Office of credits for 1988 or a carryback or for each year of the 15-year compliance schedule listing the following information for cannot use part or all of the credit because ofCircumstances. The estimated average time is: Managameant and theftell at the addiresms; carryforward of any of these credits. attach peiiad You ioust also certify certain first-year each project : (1) name and address of each the tax liability lim i itabonS. ogm3aOnry theRecordikeelpfirl . . . . . 5 hrs.. I rnin. listed in the instructicins of

the tax return with the appropriate credit fornits and summarize information to the IRS on Forin 8609 If this project, and (2) the building identification excess to other years,
Use

g

Low" about "M
which this form is filed

. certification is not made . you may not claim a number (BIN) of each building in each project . Note: No portion of the unused lowiwincometlow or the form . . . . . 31his ..410min. credit for that budding Line 3b.-If line 3b is checked "Yes* and housingcredirtmaybecarnedbeickfoa te.A
However, you do not need to attach Form more space is needed to list I he building ending before January 1, J 987. See F=M

40 F_ 8586 (1988) 8609 or Stiled-ile A(Forni8609)to Form identification numbers (BINs) for buildings and section 39(dX4) har more information,
85860 Ito, ".,:, r"'M 0 .1i ed- From 8586
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Department of the Treasury
Internal Revenue Service

User Survey
Statistics of Income - 1988 - Corporation Income Tax Return s

Please take a few moments to answer the following questions concerning this Statistics of Income publication . Your responses
will enable us to direct our efforts to meeting the needs of our users . After indicating your responses, please fold, tape, and mail .
No postage is required . Thank you for your assistance .

1 . How did you obtain this publication?

0 Purchased from the Government Printing Office
• From a public library
• From a university or college library
• Other (specify)

2. Have you ever used any other Statistics of Income publication?
0 Yes (specify)
0 No

3 . What subject matter in the report interests you particularly?
0 Asset size data 0 S Corporation data
• Business receipt size data El Accounting period data
• Minor industry detail 0 Overall summary statistics
E] Balance sheet data 0 Consolidated returns data
0 Other (specify)

4 . Rank in order of importance to you the following sections of the publication .
- Tables - Sample description
- Changesinlaw - Introductory material
- Explanation of terms - Facsimiles of form s

5 . How would you describe the readability of the text ?

0 Too technical 0 About right
0 Not detailed enough 1 :1 Do not use text

6. Have you ever used the Corporation Source Book of Statistics of income ?

Selected pages or complete book from IRS 0 Yes 0 No
Magnetic tape ordered from National Archives 0 Yes El No
Other use (specify)

7 . What type of organization are you connected with ?
El Federal government 0 Consulting firm
• State or local government 0 Accounting firm
• Trade association 0 Other (specify)
• University or colleg e
El Other nonprofit organization

8 . What changes (additions, deletions, etc .) would you like to see in the contents or format of this publication?

9 . What ZIP code do you :
live in? work in?

10 . Other comments (use other side if needed) .

Form 6839 (11-91)



10 . Other Comments (continued )

- - - - - - - - - - - - - - - - - -- - - - - - Fold here - - - - - - - - - - - - - - - - - - - - --
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FIRST CLASS PERMIT NO. 12686 WASHINGTON, DC
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Internal Revenue Service
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Corporation Statistics Branch R :S :C
1111 Constitution Avenue, N .W.
Washington, D.C . 20224

NO POSTAGE
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1 Introduction

2 Changes In Law and Regulations

3 Sample and Limitations of the Data

4 Basic Tables

Index to Explanation of Terms

5 Explanation of Term s

6 Forms and Instructions
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