
Userid: SD_QVLBB schema instrx Leadpct: 0% Pt. size: 9 ❏ Draft ❏ Ok to Print

PAGER/XML Fileid: ...s for Schedule M-3 (Form 1120-L)\Converted 2011\2011 I1120LM3.xml (Init. & date)

Page 1 of 23 Instructions for Schedule M-3 (Form 1120-L) (2011) 15:16 - 13-DEC-2011

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

Department of the Treasury
Internal Revenue Service2011

Instructions for Schedule
M-3 (Form 1120-L)
Net Income (Loss) Reconciliation for U.S. Life Insurance Companies With Total
Assets of $10 Million or More

1120-L and all attachments and 2. U.S. life insurance company CSection references are to the Internal
schedules, including Schedule M-3 (Form owns U.S. life insurance company D. ForRevenue Code unless otherwise noted.
1120-L), with the Department of the its 2011 tax year, C preparesGeneral Instructions Treasury, Internal Revenue Service consolidated financial statements with D
Center, Ogden, UT 84201-0012. but C and D file separate U.S. income tax

returns. The consolidated accrual basisWhat’s New
financial statements for C and D reportWho Must File• An attachment to support the total assets at the end of the tax year of

information reported on Part III, line 38, • Any domestic corporation or group of $12 million after intercompany
Research and development costs, is no corporations required to file Form 1120-L, eliminations. C reports separate company
longer required. U.S. Life Insurance Company Income Tax total year-end assets on its Schedule L,• Instructions for Part I, line 12, clarify Return, that reports on Schedule L, Part Part II, line 2, column (b), of $7 million. D
that assets and liabilities must be II, line 2, column (b), of Form 1120-L reports separate company total year-end
reported on lines 12a-12d as positive total assets at the end of the corporation’s assets on its Schedule L, Part II, line 2,
amounts. tax year that equal or exceed $10 million column (b), of $6 million. Neither C nor D• Instructions have been added to clarify must complete and file Schedule M-3. is required to file Schedule M-3 for the
reporting by traders in securities or • A corporation filing a non-consolidated 2011 tax year.
commodities that have made a valid Form 1120-L that reports on Schedule L, 3. Foreign corporation A owns 100
election under section 475(f) to use the Part II, line 2, column (b), of Form 1120-L percent of both U.S. life insurance
mark-to-market method to account for total assets that equal or exceed $10 company B and U.S. life insurance
securities or commodities. See Traders in million must complete and file Schedule company C. C owns 100 percent of U.S.
securities or commodities, under the M-3 and must check box (1) life insurance company D. For its 2011
instructions for Part II, line 16, on page Non-consolidated return, at the top of tax year, A prepares a consolidated
16, for more information. page 1 of Schedule M-3. worldwide financial statement for the• The IRS has created a page on • Any U.S. consolidated tax group ABCD consolidated group. The ABCD
IRS.gov that includes information about consisting of a U.S. parent corporation consolidated financial statement reports
Schedule M-3 (Form 1120-L) and its and additional includible corporations total year-end assets of $25 million.  A is
instructions, at www.irs.gov/form1120l. listed on Form 851, Affiliations not required to file a U.S. income tax
Information about any future Schedule, required to file Form 1120-L return.  B files a separate U.S. income tax
developments affecting Schedule M-3 that reports on Schedule L, Part II, line 2, return and reports separate company total
(Form 1120-L) will be posted on that column (b), of Form 1120-L total year-end assets on its Schedule L, Part II,
page. consolidated assets at the end of the tax line 2, column (b), of $12 million. C files a

year that equal or exceed $10 million consolidated U.S. income tax return withPurpose of Schedule must complete and file Schedule M-3, D and, after eliminating intercompany
Schedule M-3, Part I, asks certain and must check box (2) Consolidated transactions between C and D, reports
questions about the corporation’s return (Form 1120-L only) or (3) Mixed consolidated total year-end assets on
financial statements and reconciles 1120/L/PC group, as applicable, at the Schedule L, Part II, line 2, column (b), of
financial statement net income (loss) for top of page 1 of Schedule M-3. $8 million. B is required to file Schedule
the corporation (or consolidated financial M-3 because its total year-end assets

A U.S. life insurance company filingstatement group, if applicable), as reported on Schedule L, Part II, line 2,
Form 1120-L that is not required to filereported on Schedule M-3, Part I, line 4a, column (b), exceed $10 million. The CD
Schedule M-3 may voluntarily fileto net income (loss) of the corporation for U.S. consolidated tax group is not
Schedule M-3. A life insurance companyU.S. taxable income purposes, as required to file Schedule M-3 because its
filing Schedule M-3 must check Item A,reported on Schedule M-3, Part I, line 11. total year-end assets reported on
box 3, on Form 1120-L, page 1, indicating Schedule L, Part II, line 2, column (b), doSchedule M-3, Parts II and III, that Schedule M-3 is attached, whether not exceed $10 million.reconcile financial statement net income required or voluntary.

(loss) for the U.S. corporation (or
Special Filing Requirements forconsolidated tax group, if applicable), as Example 1.

reported on Schedule M-3, Part I, line 11, Mixed Groups1. U.S. life insurance company A
to taxable income on Form 1120-L, page owns U.S. subsidiary B and foreign If the parent corporation of a U.S.
1, line 20. For life insurance companies subsidiary F. For its 2011 tax year, A consolidated tax group files Form 1120-L
that prepare an annual statement, prepares consolidated financial and files Schedule M-3, each member of
financial statement net income (loss) statements with B and F that report total the group must file Schedule M-3.
should be reported on the statutory basis assets of $12 million. A files a However, if the parent corporation of a
on Schedule M-3, Part I, line 11. consolidated U.S. income tax return with U.S. consolidated tax group files Form

B and reports total consolidated assets on 1120-L and any member of the group filesWhere To File Schedule L, Part II, line 2, column (b), of Form 1120-PC, U.S. Property and
If the corporation is required to file (or $8 million. A’s U.S. consolidated tax Casualty Insurance Company Income Tax
voluntarily files) Schedule M-3 (Form group is not required to file Schedule M-3 Return, or Form 1120, that member must
1120-L), the corporation must file Form for the 2011 tax year. file a Form 1120-PC Schedule M-3 or a
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Form 1120 Schedule M-3, respectively, In the case of a U.S. consolidated tax financial statement total assets for each
and the group must comply with the group, total assets at the end of the tax corporation listed on Form 851 and
mixed group consolidated Schedule M-3 year must be determined based on the included in the U.S. consolidated tax
reporting described in the section, total year-end assets of all includible return (includible corporation) net of
Schedule M-3 Consolidation for Mixed corporations listed on Form 851, net of eliminations for intercompany
Groups (1120/L/PC) on page 4 of these eliminations for intercompany transactions between includible
instructions. A mixed group must also file transactions and balances between the corporations. If the life insurance
Form 8916, Reconciliation of Schedule includible corporations. In addition, for company does not prepare non-tax-basis
M-3 Taxable Income with Tax Return purposes of determining for Schedule M-3 financial statements, Schedule L, Part II,
Taxable Income for Mixed Groups, and, if whether the corporation (or U.S. line 2, column (b), must be based on the
applicable, Form 8916-A, Supplemental consolidated tax group) has total assets life insurance company’s books and
Attachment to Schedule M-3. at the end of the current tax year of $10 records. The Schedule L balance sheet

million or more, the corporation’s total may show tax-basis balance sheetIf the parent corporation of a U.S.
consolidated assets must be determined amounts if the life insurance company isconsolidated tax group files Form 1120-L
on an overall accrual method of allowed to use books and records forand any member of the group files Form
accounting unless both of the following Schedule M-3 and the life insurance1120-PC or Form 1120, and the
apply: (a) the tax returns of all includible company’s books and records reflect onlyconsolidated Schedule L, Part II, line 2,
corporations in the U.S. consolidated tax tax-basis amounts.column (b), reported in the return includes
group are prepared using an overall cashthe assets of all of the corporations (the Generally, total assets at the beginningmethod of accounting, and (b) noinsurance companies as well as the of the year (Schedule L, Part II, line 2,includible corporation in the U.S.non-insurance companies), in order to column (a)) must equal total assets at theconsolidated tax group prepares or isdetermine if the group meets the $10 close of the prior year (Schedule L, Partincluded in financial statements preparedmillion threshold test for the requirement II, line 2, column (b)). For each Scheduleon an accrual basis.to file Schedule M-3, use the amount of L balance sheet item reported for which

total assets reported on Schedule L, Part there is a difference between the currentNote. See the instructions for Part I, line
II, line 2, column (b), of the consolidated opening balance sheet amount and the1, for a discussion of non-tax-basis
return. If the parent company of a U.S. prior closing balance sheet amount,income statements and related
consolidated tax group files Form 1120-L attach a schedule that reports the balancenon-tax-basis balance sheets to be used
and any member of the group files Form sheet item, the prior closing amount, thein the preparation of Schedule M-3 and
1120-PC or Form 1120 and the current opening amount, and a shortForm 1120-L, Schedule L.
consolidated Schedule L, Part II, line 2, explanation of the change. Such reasons
column (b), reported in the return does for those differences include mergers andOther Form 1120-Lnot include the assets of one or more of acquisitions.
the corporations in the U.S. consolidated Schedules Affected by For purposes of measuring total assetstax group, in order to determine if the

at the end of the year, the corporation’sSchedule M-3group meets the $10 million threshold test
assets may not be netted or reduced byfor the requirement to file Schedule M-3, Requirements the corporation’s liabilities. In addition,use the sum of the amount of total assets Report on Schedules L and Form 1120-L, total assets may not be reported as areported on the consolidated Schedule L, page 1, amounts for the U.S. corporation negative amount. If Schedule L isPart II, line 2, column (b), plus the or, if applicable, the U.S. consolidated tax prepared on a non-tax-basis method, anamounts of all assets reported on Forms group. investment in a partnership may be1120-PC and 1120 that are included in
shown as appropriate under thethe consolidated return but not included Schedule L corporation’s non-tax-basis method ofon the consolidated Schedule L, Part II, If a non-tax-basis income statement and accounting, including, if required by theline 2, column (b). related non-tax-basis balance sheet are corporation’s reporting methodology, the

For insurance companies included in prepared for any purpose for a period equity method of accounting for
the consolidated U.S. income tax return, ending with or within the tax year, investments. If Schedule L is prepared on
see instructions for Part I, lines 10a, 10b, Schedule L must be prepared showing a tax basis, an investment by the
10c, and 11, and Part II, line 7, for non-tax-basis amounts. See the corporation in a partnership must be
guidance on Schedule M-3 reporting of discussion in the instructions for Schedule shown as an asset and measured by the
intercompany dividends and statutory M-3, Part I, line 1, of non-tax-basis corporation’s adjusted basis in its
accounting adjustments. income statements and related partnership interest. Any liabilities

non-tax-basis balance sheets prepared contributing to such adjusted basis mustOther Issues Affecting for any purpose and the impact on the be shown on Schedule L as corporate
selection of the income statement used liabilities.Schedule M-3 Filing for Schedule M-3 and the related

Consolidated Return non-tax-basis balance sheet amounts thatRequirements
must be used for Schedule L. (Form 1120-L, Page 1)If a life insurance company was required

to file Schedule M-3 for the preceding tax Total assets shown on Schedule L, Report on Form 1120-L, page 1, each
year but reports on Schedule L, Part II, Part II, line 2, column (b), must equal the item of income, gain, loss, expense, or
line 2, column (b), of Form 1120-L total total assets of the life insurance company deduction net of elimination entries for
consolidated assets at the end of the (or, in the case of a U.S. consolidated tax intercompany transactions between
current tax year of less than $10 million, group, the total assets of all members of includible corporations. The corporation
the life insurance company is not required the group listed on Form 851) as of the must not report as dividends on Form
to file Schedule M-3 for the current tax last day of the tax year, and must be the 1120-L, Schedule A, any amounts
year. The life insurance company may same total assets reported by the life received from an includible corporation
voluntarily file Schedule M-3 for the insurance company (or by each member unless the corporation receiving the
current tax year. If for a subsequent tax of the U.S. consolidated tax group) in the intercompany dividends is an insurance
year the life insurance company is non-tax-basis financial statements, if any, company and only to the extent that the
required to file Schedule M-3, the life used for Schedule M-3. If the life insurance company is required to include
insurance company must complete insurance company prepares intercompany dividends in taxable
Schedule M-3 in its entirety (Part I and all non-tax-basis financial statements, income. See the instructions for Part I,
columns in Parts II and III) for that Schedule L, Part II, line 2, column (b), lines 10a, 10b, 10c, and 11, for a
subsequent tax year. must equal the sum of the non-tax-basis discussion of intercompany dividends and
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insurance company statutory accounting. the trust or nominee arrangement tax and was required to complete Schedule
In general, dividends received from an year is deemed to own all corporate and M-3 for the tax year ending December 31,
includible corporation must be eliminated partnership interests owned or deemed to 2010. On September 16, 2011, DS1,
in consolidation rather than offset by the be owned under these instructions by the DS2, DS3, FS1, and FS2 each acquire a
dividends-received deduction. trust or nominee arrangement. 10 percent partnership interest in

partnership K which files Form 1065 forA reportable entity partner with respect
the tax year ending December 31, 2011.Entity Considerations for to a partnership (as defined above) must
P is deemed to own, directly or indirectlyreport the following to the partnershipSchedule M-3 (under these instructions), all corporatewithin 30 days of first becoming a

For purposes of Schedule M-3, and partnership interests of DS1, DS2,reportable entity partner and, after first
references to the classification of an entity and DS3, as the parent of the taxreporting to the partnership under these
(for example, as a corporation, a consolidation group and therefore isinstructions, thereafter within 30 days of
partnership, or a trust) are references to deemed to own 30 percent of K onthe date of any change in the interest it
the treatment of the entity for U.S. income September 16, 2011. P is deemed toowns or is deemed to own, directly or
tax purposes. An entity that generally is own, directly or indirectly (under theseindirectly, under these instructions, in the
disregarded as separate from its owner instructions), all corporate andpartnership: (1) its name, (2) its mailing
for U.S. income tax purposes partnership interests of FS1 and FS2 asaddress, (3) its taxpayer identification
(disregarded entity) must not be the owner of 50% or more of eachnumber (TIN or EIN) if applicable, (4) its
separately reported on Schedule M-3 corporation by vote and therefore isentity or organization type, (5) the state or
except, if required, on Part I, line 7a or 7b. deemed to own 20% of K on Septembercountry in which it is organized, (6) the
On Parts II and III, any item of income, 16, 2011. P is therefore deemed to owndate on which it first became a reportable
gain, loss, deduction, or credit of a 50% of K on September 16, 2011. Sinceentity partner, (7) the date with respect to
disregarded entity must be reported as an P owns or is deemed to own, directly orwhich it is reporting a change in its
item of its owner. In particular, the income indirectly (under these instructions), 50%ownership interest in the partnership, if
or loss of a disregarded entity must not be or more of K on September 16, 2011, andapplicable, (8) the interest in the
reported on Part II, lines 9, 10, or 11 as a was required to complete Schedule M-3partnership it owns or is deemed to own
separate partnership or other with its most recently filed U.S. incomein the partnership, directly or indirectly (as
pass-through. The financial statement tax return filed prior to that date, P is adefined under these instructions) as of the
income or loss of a disregarded entity is reportable entity partner of K as ofdate with respect to which it is reporting,
included on Part I, line 7a or 7b, only if its September 16, 2011. On October 5,and (9) any change in that interest as of
financial statement income or loss is 2011, P reports to K that P is a reportablethe date with respect to which it is
included on Part I, line 11, but not on Part entity partner as of September 16, 2011,reporting.
I, line 4a. deemed to own (under these instructions)

The reportable entity partner must a 50% interest in K. K is, therefore,Reportable Entity Partner retain copies of required reports it makes required to complete Schedule M-3 whenReporting Responsibilities to the partnerships under these it files its Form 1065 for its tax year
instructions. Each partnership must retainA reportable entity partner with respect to ending December 31, 2011.
copies of the required reports it receivesa partnership filing Form 1065 is an entity
under these instructions from reportablethat (1) owns or is deemed to own, Consolidated Scheduleentity partners.directly or indirectly, under these

instructions a 50% or greater interest in Example 2. M-3 Versus Consolidating
the income, loss, or capital of the 1. A, an LLC filing a Form 1065 for Schedules M-3 for Formpartnership on any day of the tax year, 2011, is owned 50% by U.S. life
and (2) was required to complete insurance company Z. A owns 50% of B, 1120-L GroupsSchedule M-3 on its most recently filed C, D, and E, which are also LLCs filing a A consolidated tax return group with aU.S. income tax return or return of income Form 1065 for calendar year 2011. Z was parent corporation that files a Formfiled prior to that day. first required to complete Form 1120-L, 1120-L is a mixed group if any member is

For the purposes of these instructions, Schedule M-3, for its corporate tax year a property and casualty insurance
the following rules apply: (1) the parent ended December 31, 2010, and filed company (files Form 1120-PC) or is not
corporation of a consolidated tax group is Schedule M-3 with its Form 1120-L for an insurance company. See the
deemed to own all corporate and 2010 on September 15, 2011. As of discussion Schedule M-3 Consolidation
partnership interests owned or deemed to September 16, 2011, Z was a reportable for Mixed Groups (1120/L/PC).
be owned under these instructions by any entity partner with respect to A and,

A U.S. consolidated tax group must filemember of the tax consolidated group; (2) through A, with respect to B, C, D, and E.
a consolidated Schedule M-3. Parts I, II,the owner of a disregarded entity is On October 5, 2011, Z reports to A, B, C,
and III of the consolidated Schedule M-3deemed to own all corporate and D, and E, as it is required to do within 30
must reflect the activity of the entire U.S.partnership interests owned or deemed to days of September 16, that Z is a
consolidated tax group. The parentbe owned under these instructions by the reportable entity partner directly owning
corporation also must complete Parts IIdisregarded entity; (3) the owner of 50% (with respect to A) or deemed to own
and III of a separate Schedule M-3 toor more of a corporation by vote on any indirectly (with respect to B, C, D, and E)
reflect the parent’s own activity. Inday of the corporation tax year is deemed a 50% interest. Therefore, because Z was
addition, Parts II and III of a separateto own all corporate and partnership a reportable entity partner for 2011, each
Schedule M-3 must be completed byinterests owned or deemed to be owned of A, B, C, D, and E is required to
each includible corporation to reflect theunder these instructions by the complete Form 1065, Schedule M-3, for
activity of that includible corporation.corporation during the corporation tax 2011, regardless of whether they would
Lastly, it generally will be necessary toyear; (4) the owner of 50% or more of otherwise be required to complete
complete Parts II and III of a separatepartnership income, loss, or capital on Schedule M-3 for that year.
Schedule M-3 for consolidationany day of the partnership tax year is 2. P, a U.S. life insurance company, is
eliminations.deemed to own all corporate and the parent of a financial consolidation

partnership interests owned or deemed to group with 50 domestic subsidiaries, DS1 If a U.S. consolidated tax group that is
be owned under these instructions by the through DS50, and 50 foreign not a mixed group consists of four
partnership during the partnership tax subsidiaries, FS1 through FS50, all 100 includible corporations (the parent and
year; and (5) the beneficial owner of 50% percent owned on September 16, 2011. three subsidiaries) all filing Form 1120-L,
or more of the beneficial interest of a trust On September 15, 2011, P filed a the U.S. consolidated tax group must
or nominee arrangement on any day of consolidated tax return on Form 1120-L complete six Schedules M-3 as follows:
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(a) one consolidated Schedule M-3 with Schedule M-3, Part III, for each Schedule M-3, Part II, line 29a, columns
Parts I, II, and III completed to reflect the subgroup’s sub-consolidation eliminations (a), (b), (c), and (d), and equal the sum of
activity of the entire U.S. consolidated tax amounts. the line amounts on Part II, lines 26
group; (b) Parts II and III of a separate through 28. For a mixed group, ScheduleAt the mixed group consolidated level,
Schedule M-3 for each of the four M-3, Part II, lines 29b, 29c, and 30, arethere must be a consolidated Schedule
includible corporations to reflect the blank on the Forms 1120, 1120-PC, orM-3, Part II, and, if applicable, a Schedule
activity of each includible corporation; and 1120-L, as applicable, for the separateM-3, Part II, for consolidation eliminations
(c) Parts II and III of a separate Schedule corporations (parent and subsidiary) andnot includible in the subgroup
M-3 to eliminate intercompany for the three subgroupeliminations. At the consolidated level,
transactions between includible sub-consolidations.there must also be a consolidated
corporations and to include limitations on Note. A sub-consolidation is required forSchedule M-3, Part I, and a consolidated
deductions (e.g., charitable contribution every subgroup, even if the subgroupForm 8916. For a mixed group, there is
limitations and capital loss limitations) and consists of only one corporation. Inno Schedule M-3, Part III, at the
carryover amounts (e.g., charitable addition, Form 8916-A, if applicable, isconsolidated level. At the consolidated
contribution carryovers and capital loss required at the sub-consolidated level andlevel, use the Schedule M-3 (1120,
carryovers). See the discussion the sub-consolidated elimination level.1120-PC, or 1120-L), Parts I and II, that
Completion of Schedule M-3 and Certain match the form on which the parent Reconciliation of Mixed GroupAllocations, Limitations, and Carryovers. corporation reports and the entire Subgroup Sub-ConsolidationNote. Complete only one Schedule M-3, consolidated group files.

Amounts to Schedule M-3, Part I,Part I, for each consolidated group. A The corporation must check the Line 11, and to Tax Return Taxablesubsidiary of a consolidated group does applicable mixed group checkboxes on all
Incomenot complete Schedule M-3, Part I. Enter Schedules M-3, Parts I, II, and III, as

on Part I the name and EIN of the At the consolidated level, use thediscussed below.
common parent of the consolidated Schedule M-3 form (1120, 1120-PC,

Subgroup Sub-Consolidation: 1120group. 1120-L), Parts I and II that matches the
Subgroup, 1120-PC Subgroup, and form on which the parent corporation Indicate on each Schedule M-3, Parts
1120-L Subgroup reports and the entire consolidated groupII and III, on the line after the common

files. For a mixed group, the consolidatedparent’s name and EIN, whether the A subgroup Schedule M-3, Parts II and III,
Schedule M-3, Part II, lines 29a, 29b, andSchedule M-3, Parts II and III, is for the: sub-consolidation must be prepared with
29c, amounts report the applicable(1) consolidated group; (2) parent all necessary eliminations within the
amounts from the three subgroupcorporation; (3) consolidation subgroup for each of the three possible
sub-consolidation Part II, line 29a,eliminations; or (4) subsidiary corporation, subgroups that are in fact present: one
amounts. (If a consolidated level Part IIby checking the appropriate box. If Parts subgroup for those corporations reporting
for consolidation eliminations notII and III are for a subsidiary in a on Form 1120; one subgroup for those
includible in the subgroup eliminations isconsolidated return, also enter the name corporations reporting on Form 1120-PC;
applicable, the applicable amounts mustand EIN of the subsidiary. and one subgroup for those reporting on
be adjusted by the applicable eliminationForm 1120-L. The parent corporation isSchedule M-3 Consolidation for amounts.) The consolidated Scheduleincluded in the subgroup that corresponds

Mixed Groups (1120/L/PC) M-3, Part II, line 30, amounts are the sumto the form on which it reports and the
of the applicable amounts on theentire consolidated group files. ForSpecial Schedule M-3 consolidation rules
consolidated Part II lines 29a, 29b, andexample, in the case of a Form 1120-Lapply to a mixed group, that is, a
29c. For a mixed group, the consolidatedparent and Form 1120-L consolidatedconsolidated tax group that (1) includes
Part II, lines 1 through 28 are blank andgroup, the parent is included in the Formboth a corporation that is an insurance
no consolidated Part III is required to be1120-L subgroup sub-consolidation. Eachcompany and a corporation that is not an
completed.subgroup uses its own Schedule M-3insurance company, or (2) includes both a

(1120, 1120-PC, or 1120-L), Parts II andlife insurance company and a property For mixed groups, the consolidated
III, for each corporation within theand casualty insurance company, or (3) Part II, line 30, column (a) must equal
subgroup and for the subgroupincludes a life insurance company, a Part I, line 11, with appropriate
sub-consolidation and the subgroupproperty and casualty insurance adjustments for statutory accounting
eliminations.company, and a corporation that is not an requirements reflected on Part I, lines 10a

insurance company. and 10b. The consolidated taxableThe three subgroup sub-consolidation
income indicated on Part II, line 30,taxable income calculations on ScheduleMixed group consolidation for
column (d), must equal the amount shownM-3 must follow the separate returnSchedule M-3, Parts II and III, requires (1)
on Form 8916, line 1. Form 8916, line 8requirements of the regulation undersubgroup sub-consolidation of the 1120
must equal taxable income reported onsection 1502 and all other applicablesubgroup, the 1120-PC subgroup, and
the tax return.regulations taking into account thethe 1120-L subgroup, each with its own

amounts separately reported on Formsub-consolidated Schedule M-3, Parts II Completion of Mixed Group
8916. Capital loss limitation andand III, and (2) consolidation of the Checkboxes for Schedule M-3, Partcarryforward used and charitablesubgroup sub-consolidation totals on a II and Part IIIdeduction limitation and carryforwardconsolidated Schedule M-3, Part II, that

The following discussion of checkboxesused are not taken into account in theties to a consolidated Schedule M-3, Part
will assume that the 1120-L subgroupdetermination of the three subgroupI, and a consolidated Form 8916.
includes the corporate parent of thesub-consolidated taxable incomes onIn addition to one Schedule M-3, Part mixed group.Schedule M-3, but are reflected on FormII, and one Schedule M-3, Part III, for

8916 and in the calculation of the life/ Forms 1120, 1120-PC, and 1120-L,each corporation in the three subgroup
non-life loss limitation and carryforward Schedule M-3, Parts II and III, each havesub-consolidations, there will be generally
used. See the discussion Life/Non-Life a checkbox (5) at the top indicating aa total of six additional Schedule M-3,
Loss Limitation and Carryforward Used mixed group. Checkbox (5) and one orParts II, and six additional Schedule M-3,
Calculations. more other applicable checkboxes mustParts III, for the subgroup

be checked for a mixed group.sub-consolidations. Specifically, there The reconciliation totals for book,
must be one Schedule M-3, Part II, and temporary difference, permanent For example, an 1120-L parent
one Schedule M-3, Part III, for each difference, and taxable income for each corporation included in the 1120-L
subgroup’s sub-consolidated amounts subgroup are reported on Forms 1120, subgroup must check Form 1120-L,
and one Schedule M-3, Part II, and one 1120-PC, or 1120-L, as applicable, Schedule M-3, Parts II and III, boxes (2)
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Parent corporation, and (5) Mixed 1120/L/ consolidated Schedule M-3 and on theCompletion of Schedule
consolidating Schedule M-3 forPC group. An 1120-L subsidiary M-3 and Certain consolidation eliminations (or on Formcorporation within the 1120-L subgroup
8916 in the case of a mixed group).must check Form 1120-L, Schedule M-3, Allocations, Limitations,

Parts II and III, boxes (4) Subsidiary If an includible corporation has (1) noand Carryovers activity for the tax year (e.g., because thecorporation, and (5) Mixed 1120/L/PC
A corporation (or any member of a U.S. corporation is a dormant or inactivegroup. An 1120-PC subsidiary corporation
consolidated tax group) required to file corporation), (2) no amount for thewithin the 1120-PC subgroup must check
Schedule M-3 must complete the form in corporation was included in Part I, line 11,Form 1120-PC Schedule M-3, Parts II
its entirety. In particular, a corporation and (3) the corporation has no amounts toand III, boxes (4) Subsidiary corporation,
filing a non-consolidated return that meets report on Part II and Part III of Scheduleand (5) Mixed 1120/L/PC group. An 1120
the filing requirements for Schedule M-3 M-3 for the tax year, the parentsubsidiary corporation within the 1120 must complete Parts I, II, and III.  Such a corporation of the U.S. consolidated taxsubgroup must check Form 1120 corporation does not check any of the group may attach to the consolidated

Schedule M-3, Parts II and III, boxes (4) checkboxes at the top of Parts II and III. Schedule M-3 a statement that provides
Subsidiary corporation, and (5) Mixed In the case of a U.S. consolidated tax the name and EIN of the includible
1120/L/PC group. group, Part I must be completed once, on corporation instead of filing a blank Part II

the consolidated Schedule M-3, by the and Part III of Schedule M-3 for such
The 1120 subgroup sub-consolidation parent corporation.  Parts II and III must entity. On Part I, check box (4) Dormant

be completed by the parent corporation, subsidiaries schedule attached.Form 1120, Schedule M-3, Parts II and III,
each includible corporation, and amust be indicated by checking boxes (5)
consolidating eliminations entity.Mixed 1120/L/PC group, and (6) 1120

group for the sub-consolidation, and by At the time the Form 1120-L is filed, all Specific Instructions
checking boxes (5) Mixed 1120/L/PC applicable questions must be answered for Part Igroup, and (7) 1120 eliminations, for the on Part I, all columns must be completed
eliminations. The 1120-PC subgroup on Parts II and III, and all numerical data

required by Schedule M-3 must besub-consolidation Form 1120-PC, Part I. Financial
provided. Any schedule required toSchedule M-3, Parts II and III, must be Information and Netsupport a line item on Schedule M-3 mustindicated by checking boxes (5) Mixed
be attached at the time Schedule M-3 is1120/L/PC group, and (6) 1120-PC group Income (Loss)
filed and must provide the informationfor the sub-consolidation and by checking Reconciliationrequired for that line item.boxes (5) Mixed 1120/L/PC group, and

(7) 1120-PC eliminations, for the All detailed schedules for Part II and When To Complete Part I
eliminations. The 1120-L subgroup Part III of Schedule M-3 must be attached

Part I must be completed for any tax yearfor each separate entity included in thesub-consolidation Form 1120-L, Schedule
for which the life insurance company filesconsolidated Part II and Part III, includingM-3, Parts II and III, must be indicated by Schedule M-3. Check either box (1)those for the parent company and thechecking boxes (5) Mixed 1120/L/PC Non-consolidated return, (2) Consolidatedeliminations entity, if applicable.  It is notgroup, and (6) 1120-L group for the return (Form 1120-L only), or (3) Mixedrequired that the same supportingsub-consolidation, and by checking boxes 1120/L/PC group, as applicable. Indetailed information be presented for Part(5) Mixed 1120/L/PC group, and (7) addition, check box (4) DormantII and Part III of the consolidated1120-L eliminations, for the eliminations. subsidiaries schedule attached, ifSchedule M-3.
applicable.

If an item attributable to an includibleA mixed group with a Form 1120-L Line 1. Questions Regardingcorporation is not shared by or allocatedparent corporation completes a the Type of Income Statementto the appropriate member of the groupconsolidated level Form 1120-L, Preparedbut is retained in the parent corporation’sSchedule M-3, Parts I and II, and a
financial statements (or books and For Schedule M-3, Part I, lines 1 throughconsolidated Form 8916. The mixed records, if applicable), then the item must 12, use only the financial statements ofgroup consolidated Schedule M-3, Part II, be reported by  the parent corporation in the U.S. life insurance company filing themust be indicated by checking boxes (1) its separate Schedule M-3.  For example, U.S. income tax return (the consolidatedconsolidated group, and (5) Mixed 1120/ if the parent of a U.S. consolidated tax financial statements for the U.S. parentL/PC group. If a consolidated level Part II group prepares financial statements that corporation of a U.S. consolidated taxfor consolidation eliminations not include all members of the U.S. group). If the U.S. life insurance companyincludible in the subgroup eliminations is consolidated tax group and the parent filing a U.S. income tax return (or the U.S.

applicable, that Part II must be indicated does not allocate the group’s income tax parent corporation of a U.S. consolidated
by checking boxes (3) Consolidated expense as reflected in the financial tax group) prepares its own financial
eliminations, and (5) Mixed 1120/L/PC statements among the members of the statements but is controlled by another
group. group but retains it in the parent corporation (U.S. or foreign) that prepares

corporation, the parent corporation must financial statements that include the U.S.
report on its separate Schedule M-3 the corporation, the U.S. corporation (or theLife/Non-Life Loss Limitation and U.S. consolidated tax group’s income tax U.S. parent corporation of a U.S.Carryforward Used Calculations expense as reflected in the financial consolidated tax group) must use for its

The applicable life/non-life loss limitation statements. Schedule M-3, Part I, its own financial
and all carryforward used calculations are statements and not the financialAny adjustments made at themade using the amounts determined for statements of the controlling corporation.consolidated group level that are not
taxable income in the three subgroup attributable to any specific member of the If a non-publicly traded U.S. parent life
sub-consolidations and other applicable U.S. consolidated tax group (e.g., insurance company of a U.S.
amounts separately reported on Form disallowance of net capital losses, consolidated tax group prepares financial
8916. The calculated life/non-life loss contribution deduction carryovers, and statements and that group includes a
limitation or carryforward used amounts, if limitation of contribution deductions) must publicly traded subsidiary that files
any, are not entered on Schedule M-3. not be reported on the separate financial statements with the Securities
The calculated amounts, if any, are consolidating parent or subsidiary and Exchange Commission (SEC), the
entered on Form 8916. Schedules M-3 but rather on the consolidated financial statements of the
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parent life insurance company are the listed of the accounting standards listed traded voting common stock, attach a list
appropriate financial statements for above shall be used. of the classes of publicly traded voting
purposes of completing Part I. Do not use common stock and the trading symbolIf no non-tax-basis financial
any separate company financial and the nine-digit CUSIP number of eachstatements are prepared for a U.S. life
statements that might be prepared for class.insurance company (or, in the case of a
publicly traded subsidiaries. U.S. consolidated tax group, for the U.S. Line 4. Worldwide Consolidatedparent corporation’s consolidated group)Non-Tax-Basis Financial Net Income (Loss) per Incomefiling Schedule M-3, the U.S. lifeStatements and Tax-Basis Statementinsurance company (or the U.S. parentFinancial Statements corporation of a U.S. consolidated tax Report on Part I, line 4a, the worldwide
A tax-basis income statement is allowed group) must check “No” on questions 1a, consolidated net income (loss) per the
for Schedule M-3 and a tax-basis balance 1b, and 1c, skip Part I, lines 2a through income statement (or books and records,
sheet for Schedule L only if no 3c, and enter the net income (loss) per if applicable) of the corporation. A
non-tax-basis income statement and no the books and records of the U.S. life corporation filing a non-consolidated
non-tax-basis balance sheet were insurance company (or U.S. consolidated Form 1120-L for itself must report its
prepared for any purpose and the books tax group) on Part I, line 4a. worldwide income on Part I, line 4a.
and records of the corporation reflect only If no non-tax-basis financial In completing Schedule M-3, the lifetax-basis amounts. The corporation is statements are prepared for a U.S. life insurance company must use financialdeemed to have non-tax-basis income insurance company (or, in the case of a statement amounts from the financialstatements and the related non-tax-basis U.S. consolidated tax group, for the U.S. statement type checked “Yes” on Part I,balance sheets for the current year for parent corporation’s consolidated group) line 1, or from its books and records ifpurposes of Schedule M-3 and Schedule filing Schedule M-3 (Form 1120-L), and Part I, line 1c, is checked “No.” If Part I,L if such non-tax-basis financial the U.S. life insurance company is owned line 1a, is checked “Yes,” report on Part I,statements were prepared for and by a foreign corporation that prepares line 4a, the net income amount reportedpresented to management, creditors, financial statements that include the U.S. in the income statement presented to theshareholders, government regulators, or life insurance company (or the U.S. SEC on the corporation’s Form 10-K (theany other third parties for a period ending parent corporation’s consolidated group), Form 10-K for the security identified onwith or within the tax year. the U.S. life insurance company (or the Part I, line 3b, if applicable).

If a Form 10-K is filed with the SEC for U.S. parent corporation of the U.S.
If a life insurance company preparesthe period ending with or within the tax consolidated tax group) must check “No”

non-tax-basis financial statements, theyear, the corporation must check “Yes,” on questions 1a, 1b, and 1c, skip Part I,
amount on Part I, line 4a, must equal thefor Part I, line 1a, and use that income lines 2a through 3c, and enter the net
financial statement net income (loss) forstatement for Schedule M-3. If Form 10-K income (loss) per the books and records
the income statement period ending withis not filed and a non-tax-basis income of the U.S. corporation (or U.S.
or within the tax year as indicated on Partstatement is prepared that is a certified consolidated tax group) on Part I, line 4a.
I, line 2a.non-tax-basis income statement for the Line 2. Questions Regardingperiod ending with or within the tax year, If the life insurance company preparesIncome Statement Period andthe corporation must check “Yes,” for Part non-tax-basis financial statements and

RestatementsI, line 1b, and use that income statement the income statement period differs from
for Schedule M-3. If Form 10-K is not filed the life insurance company’s tax year, theEnter the beginning and ending dates on
and no certified non-tax-basis income income statement period indicated online 2a for the life insurance company’s
statement is prepared but an unaudited Part I, line 2a, applies for purposes ofannual income statement period ending
non-tax-basis income statement is Part I, lines 4a through 8.with or within this tax year.
prepared for the period ending with or The questions on Part I, lines 2b and If the life insurance company does notwithin the tax year, the corporation must 2c, regarding income statement prepare non-tax-basis financialcheck “Yes” for Part I, line 1c, and use restatements, refer to the worldwide statements, and has checked “No” onthat income statement for Schedule M-3. consolidated income statement issued by Part I, line 1c, enter the net income (loss)
Order of priority in accounting the corporation filing the U.S. income tax per the books and records of the U.S. life
standards. If no Form 10-K is filed and return (the consolidated financial insurance company or the U.S.
two or more non-tax-basis income statements for the U.S. parent corporation consolidated tax group on Part I, line 4a.
statements are both certified of a U.S. consolidated tax group) and Indicate on Part I, line 4b, which of thenon-tax-basis income statements for the used to prepare Schedule M-3. Answer following accounting standards were usedperiod, the income statement prepared “Yes” on lines 2b and/or 2c if the for line 4a.according to the following order of priority corporation’s annual income statement

1. U.S. Generally Acceptedin accounting standards shall be used. has been restated for any reason. Attach
Accounting Principles (GAAP).a short explanation of the reasons for the1. U.S. Generally Accepted

2. International Financial Reportingrestatement in net income for eachAccounting Principles (GAAP).
Standards (IFRS).annual income statement period that is2. International Financial Reporting

3. Statutory.restated, including the original amountStandards (IFRS).
4. Other (Specify).and restated amount of each annual3. Any other International Accounting

statement period’s net income. TheStandards (IAS). Report on Part I, lines 5a through 10,attached schedule is not required to4. Statutory accounting for insurance as instructed below, all adjustmentreport restatements on an entity-by-entitycompanies. amounts required to adjust worldwide netbasis.5. Other regulatory accrual income (loss) reported on this Part I, lineaccounting. Line 3. Questions Regarding 4a (whether from financial statements or6. Any other accrual accounting books and records), to net income (loss)Publicly Traded Votingstandard. of includible corporations that must beCommon Stock7. Any fair market value standard. reported on Part I, line 11.The primary U.S. publicly traded voting8. Any cash basis standard.
common stock class is the most widely Report on line 12a the worldwide

If no non-tax-basis income statement held or most heavily traded within the consolidated total assets and total
is certified and two or more non-tax-basis U.S. as determined by the life insurance liabilities amounts for the corporation
statements are prepared, the income company. If the life insurance company using the same financial statements (or
statement prepared according to the first has more than one class of publicly books and records) used for the
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worldwide consolidated income (loss) to the effect of consolidation or entity remains separately stated. For
amount reported on Part I, line 4a. example, if the net income (afterelimination entries. If there are

consolidation and elimination entries) of aconsolidation or elimination entriesIf a U.S. life insurance company (a)
nonincludible U.S. sub-consolidatedrelating to nonincludible foreign entitieshas net income (loss) included on Part I,
group is being reported on line 6a, thewhose income (loss) is reported on theline 4a, and removed on Part I, line 6a or
attached supporting schedule shouldattached schedule that are not reportable6b, on another U.S. corporation’s
report the income (loss) of each separateon Part I, line 8, the net amounts of allSchedule M-3, (b) files its own Form
nonincludible U.S. legal entity from eachsuch consolidation and elimination entries1120-L (separate or consolidated), (c)
such entity’s own financial accounting netmust be reported on a separate line ondoes not have a separate non-tax-basis
income statement or books and records,the attached schedule, so that thefinancial statement (certified or otherwise)
and any consolidation or eliminationseparate financial accounting incomeof its own, and (d) reports on Schedule L,
entries (for intercompany dividends,(loss) of each nonincludible foreign entityPart II, line 2, column (b), of its own Form
minority interests, etc.) not reportable onremains separately stated. For example, if1120-L total consolidated assets that
Part I, line 8, should be reported on thethe net income (after consolidation andequal or exceed $10 million at the end of
attached supporting schedule as a netelimination entries) of a nonincludiblethe corporation’s tax year, the life
amount on a line separate and apart fromforeign sub-consolidated group is beinginsurance company must answer
lines that report each nonincludible U.S.reported on line 5a, the attachedquestions 1a, 1b, and 1c of Part I as
entity’s separate net income (loss).supporting schedule should report theappropriate for its own Form 1120-L and

income (loss) of each separatemust report on Part I, line 4a, the amount Lines 7a, 7b, and 7c. Netnonincludible foreign legal entity fromfor the corporation’s net income (loss) Income (Loss) of Other Foreigneach such entity’s own financialthat is removed on Part I, line 6a or 6b, of Disregarded Entities, Netaccounting net income statement orthe other corporation’s Schedule M-3.
Income (Loss) of Other U.S.books and records, and any consolidationHowever, if in the circumstances

or elimination entries (for intercompany Disregarded Entities, and Netdescribed immediately above, the life
dividends, minority interests, etc.) notinsurance company does have separate Income (Loss) of Other
reportable on Part I, line 8, should benon-tax-basis financial statements Includible Entitiesreported on the attached supporting(certified or otherwise) of its own, Include on lines 7a, 7b, or 7c, theschedule as a net amount on a lineindependent of the amount of the financial net income or (loss) of eachseparate and apart from lines that reportcorporation’s net income included in Part foreign or U.S. disregarded entity or othereach nonincludible foreign entity’sI, line 4a, of the other U.S. corporation, includible corporation that is not includedseparate net income (loss).the life insurance company must answer in the consolidated financial group andquestions 1a, 1b, and 1c, of Part I, as therefore not included in the incomeLine 6. Net Income (Loss) ofappropriate, for its own Form 1120-L, reported on Part I, line 4a. Include on lineNonincludible U.S. Entitiesbased on its own separate income 7a or 7b the financial net income or (loss)statement, and must report on Part I, line Remove the financial net income (line 6a) of any disregarded entity that is not4a, the net income amounts shown on its or loss (line 6b) included in Part I, line 4a, included in the income reported on Part I,separate income statement. for each U.S. entity that is not an line 4a, but is included in Part I, line 11
includible corporation in the U.S.Note. See the instructions for Part I, line (other disregarded entities). Include on
consolidated tax group (nonincludible10, for adjustments that may be line 7c the financial net income or (loss)
U.S. entity). In addition, on Part I, line 8,necessary to reconcile financial statement of any entity not a disregarded entity that
adjust for consolidation eliminations andincome to statutory income for the life is not included in the income reported on
correct for minority interest andinsurance company. Part I, line 4a, but is included on line 11
intercompany dividends between any (other includible corporation). In addition,Line 5. Net Income (Loss) of nonincludible U.S. entity and any on Part I, line 8, adjust for consolidation
includible corporation. Do not remove inNonincludible Foreign Entities eliminations and correct for minority
Part I the financial net income (loss) ofRemove the financial net income (line 5a) interest and intercompany dividends for
any nonincludible U.S. entity accountedor loss (line 5b) of each foreign entity that any other includible disregarded entity or
for on Part I, line 4a, using the equityis included on Part I, line 4a, and is not an other includible corporation.
method.includible corporation in the U.S. Attach a supporting schedule that

consolidated tax group (nonincludible Attach a supporting schedule that provides the name, EIN, and net income
foreign entity). In addition, on Part I, line provides the name, EIN, and net income (loss) per the financial statement or books
8, adjust for consolidation eliminations (loss) included on Part I, line 4a, that is and records for each separate other
and correct for minority interest and removed on line 6 for each separate disregarded entity or other includible
intercompany dividends between any nonincludible U.S. entity. Also state the entity reported on line 7. Also state the
nonincludible foreign entity and any total assets and total liabilities for each total assets and total liabilities for each
includible corporation. Do not remove in such separate nonincludible U.S. entity such separate included entity and include
Part I the financial net income (loss) of and include those assets and liabilities those assets and liabilities amounts in the
any nonincludible foreign entity accounted amounts in the total assets and total total assets and total liabilities reported on
for on Part I, line 4a, using the equity liabilities reported on Part I, line 12c. The Part I, line 12d. The amounts of income
method. amounts of income (loss) detailed on the (loss) detailed on the supporting schedule

supporting schedule should be reportedAttach a supporting schedule that should be reported for each separate
for each separate nonincludible U.S.provides the name, EIN (if applicable), other disregarded entity or other
entity without regard to the effect ofand net income (loss) included on Part I, includible entity without regard to the
consolidation or elimination entries. Ifline 4a, that is removed on line 5 for each effect of consolidation or elimination
there are consolidation or eliminationseparate nonincludible foreign entity. Also entries solely between or among the
entries relating to nonincludible U.S.state the total assets and total liabilities entities listed. If there are consolidation or
entities whose income (loss) is reportedfor each such separate nonincludible elimination entries relating to such other
on the attached schedule that are notforeign entity and include those assets disregarded entity or other includible
reportable on Part I, line 8, the netand liabilities amounts in the total assets entities whose income (loss) is reported
amounts of all such consolidation andand total liabilities reported on Part I, line on the attached schedule that are not
elimination entries must be reported on a12b. The amounts of income (loss) reportable on Part I, line 8, the net
separate line on the attached schedule,detailed on the supporting schedule amounts of all such consolidation and
so that the separate financial accountingshould be reported for each separate elimination entries must be reported on a
income (loss) of each nonincludible U.S.nonincludible foreign entity without regard separate line on the attached schedule,
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so that the separate financial accounting entities or other includible entities line 9, with net income (loss) on Part I,
income (loss) of each other disregarded reported on Part I, lines 7a, 7b, or 7c, and line 11. Include on line 10a the amount of
entity or other includible entity remains to eliminate any intercompany dividends any intercompany dividend adjustment
separately stated. For example, if the net between entities whose income is required by statutory accounting. Include
income (after consolidation and included on Part I, lines 7a, 7b, or 7c, and on line 10b the amount of any other
elimination entries) of a sub-consolidated other entities included in the consolidated required statutory accounting adjustment.
group of other disregarded entities is U.S. income tax return. See line 11, Include on line 10c the amount of any
being reported on line 7a or 7b, the examples 3, 4, and 5. other adjustment not required by statutory
attached supporting schedule should accounting.If a corporate owner of an interest in
report the income (loss) of each separate Normally, all intercompany dividendsanother entity (1) accounts for the interest
other disregarded entity from each entity’s will have been eliminated or excludedin the entity in the owner corporation’s
own financial accounting net income from the financial accounting consolidatedseparate general ledger on the equity
statement or books and records, and any net income (loss) reported on Part I, linemethod, and (2) fully consolidates the
consolidation or elimination entries (for 4a. However, an insurance company mayentity in the owner corporation’s
intercompany dividends, minority be required to include certainconsolidated financial statements, but the
interests, etc.) not reportable on Part I, intercompany dividends on Part I, line 11,entity is not includible in the owner
line 8, should be reported on the attached so that the amount reported on Part I, linecorporation’s consolidated U.S. income
supporting schedule as a net amount on a 11, agrees with statutory accounting nettax return, then, as part of reversing all
line separate and apart from lines that income (Annual Statement). If the netconsolidation and elimination entries for
report each other disregarded entity’s income (loss) of a corporation that filesthe nonincludible entity, the corporate
separate net income (loss). Form 1120-PC or Form 1120-L isowner must reverse on Schedule M-3,

included on Part I, line 4a, or line 7, and isPart I, line 8, the elimination of the equityLine 8. Adjustment to computed on a basis other than statutoryincome inclusion from the entity. If the
Eliminations of Transactions accounting, include on line 10a theowner corporation does not account for
Between Includible Entities and adjustments necessary such that Part I,the entity on the equity method on its own

line 11, includes intercompany dividendsgeneral ledger, it will not have eliminatedNonincludible Entities
in the net income (loss) for suchthe equity income for consolidatedAdjustments on Part I, line 8, to reverse
corporation to the extent required byfinancial statement purposes, andcertain financial accounting consolidation
statutory accounting principles. Fortherefore will have no elimination of equityor elimination entries are necessary to
insurance companies included in theincome to reverse.ensure that transactions between
consolidated U.S. income tax return, seeincludible entities and nonincludible U.S. The attached supporting schedule for
instructions for Part I, line 11, and Part II,or foreign entities are not eliminated, in Part I, line 8, must identify the type (e.g.,
line 7.order to report the correct total amount on minority interest, intercompany dividends,

Part I, line 11. Also, additional Statutory accounting for an insuranceetc.) and amount of consolidation or
consolidation entries and elimination company subsidiary acquired or mergedelimination entries reported, as well as
entries may be necessary on Part I, line may require the use of a financialthe names of the entities to which they
8, related to transactions between statement period for income reported onpertain. It is not necessary, but it is
includible entities that are in the Part I, line 11, that differs from the periodpermitted, to report intercompany
consolidated financial group and other reported on Part I, line 4 or line 7. Reporteliminations that net to zero on Part I, line
disregarded entities and other includible on Part I, line 10b, adjustments to income8, such as intercompany interest income
entities that are not in the consolidated because of such differences in accountingand expense.
financial group but that are reported on period.Line 9. Adjustment ToPart I, lines 7a, 7b, or 7c, in order to For any adjustments reported on PartReconcile Income Statementreport the correct total amount on Part I, I, lines 10a, 10b, and 10c, attach a
line 11. Period to Tax Year supporting schedule that provides, for

Include on line 9 any adjustments each corporation to which an adjustmentInclude on Part I, line 8, the total of the
necessary to the income (loss) of relates the name and EIN of thefollowing: (a) amounts of any adjustments
includible corporations to reconcile corporation, the amount of net incometo consolidation entries and elimination
differences between the corporation’s included in Part I before any adjustmentsentries that are contained in the amount
income statement period reported on line on line 10, the amount of net incomereported on Part I, line 4a, required as a
2a and the corporation’s tax year. Attach included on Part I, line 11, the amount ofresult of removing amounts on Part I, line
a schedule describing the adjustment. the net adjustment that is attributable to5 or 6, and (b) amounts of any additional

intercompany dividend adjustmentsconsolidation entries and elimination Statutory accounting for an insurance
required to be reported by statutoryentries that are required as a result of company subsidiary acquired or merged
accounting and included on Part I, lineincluding amounts on Part I, lines 7a, 7b, may require the use of a financial
10a, the amount of the net adjustmentor 7c. This is necessary in order that the statement period for income reported on
attributable to other statutory accountingconsolidation entries and intercompany Part I, line 11, that differs from the period
requirements and included on Part I, lineelimination entries included in the amount reported on Part I, line 4a, or line 7.
10b, and the amount of the remainder ofreported on Part I, line 11, are only those Report on Part I, line 10b, adjustments to
the net adjustment not required becauseapplicable to the financial net income income because of such differences in
of statutory accounting and included on(loss) of includible entities for the financial accounting period.
Part I, line 10c. If any net adjustment isstatement period. For example, Line 10a. Intercompany included for the corporation on Part I,adjustments must be reported on line 8 to

Dividend Adjustments To lines 10b or 10c, attach a supplementalremove minority interest and to reverse
supporting schedule identifying the lineReconcile to Line 11, the elimination of intercompany dividends
(10b or 10c), and the type and amount ofincluded on Part I, line 4a, that relate to Line 10b. Other Statutory
each adjustment included in the netthe net income of entities removed on Accounting Adjustments To adjustment.Part I, line 5 or 6, because the income to Reconcile to Line 11, and 

which the consolidation or elimination Line 11. Net Income (Loss) perLine 10c. Other Adjustments Toentries relate has been removed. Also, for Income Statement of IncludibleReconcile to Amount on Line 11example, consolidation or elimination
Corporationsentries must be reported on line 8 to Include on lines 10a, 10b, and 10c any

reflect any minority interest ownership in other adjustments to reconcile net income Report on line 11 the net income (loss)
the net income of other disregarded (loss) on Part I, line 4a, through Part I, per the income statement (or books and
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records, if applicable) of the life insurance statement group of P, DS1 through dividends of $50, of which P receives
company. In the case of a U.S. DS100, and FS1 through FS50. P must $30. The dividend is eliminated in the
consolidated tax group, report the remove the net income (loss) of FS1 consolidated financial statements. In its
consolidated income statement net through FS50 on Part I, lines 5a or 5b, as financial statements, P consolidates DS1
income (loss) of all corporations listed on applicable. P must remove the net income and includes $60 of net income ($100
Form 851 and included in the (loss) before minority interests of DS76 less the minority interest of $40) on Part I,
consolidated U.S. income tax return for through DS100 on Part I, lines 6a or 6b, line 4a.
the tax year. Amounts reported in column as applicable. P must reverse on Part I, P must remove the $100 net income of
(a) of Parts II and III (see instructions line 8: DS1 on Part I, line 6a. P must reverse on
below) must be reported on the same a. The elimination of dividends Part I, line 8, the elimination of the $40
accounting method used to report the received by P and DS1 through DS75 minority interest net income of DS1. In
amount of net income (loss) per income from DS76 through DS100 and FS1 addition, P reverses its elimination of the
statement of includible corporations on through FS50; and $30 intercompany dividend in its financial
Part I, line 11, which for insurance b. The recognition of minority statements on Part I, line 8. The net result
companies is usually statutory interests’ share of the net income (loss) of is that P includes the $30 dividend from
accounting. For insurance companies DS76 through DS100. Note: The minority DS1 at Part I, line 11, and on Part II, line
included in the consolidated U.S. income interests’ share, if any, of the income of 7, column (a). P’s taxable dividend
tax return, see instructions for Part I, line DS1 through DS75 must be reported in income from DS1 must be reported on
10, and Part II, line 7. Part II, line 8, Minority interest for Part II, line 7, column (d).

includible corporations. 2. U.S. life insurance company CDo not, in any event, report on line 11
owns 60% of the capital and profitsP reports on Part I, line 11, thethe net income of entities not listed on
interests in U.S. LLC N. C does notconsolidated financial statement netForm 851 and not included in the
account for N in C’s separate generalincome (loss) attributable to the includibleconsolidated U.S. income tax return for
ledger on the equity method. N has netcorporations. Intercompany transactionsthe tax year. For example, it is not
income of $100 (before minority interests)between the includible corporations thatpermissible to remove the income of
and makes no distributions during the taxhad been eliminated in the net incomenonincludible entities on lines 5 and/or 6,
year. C treats N as a corporation foramount on Part I, line 4a, remaindiscussed on page 7; then to add back
financial statement purposes and as aeliminated in the net income amount onsuch income on lines 7 through 10, such
partnership for U.S. income tax purposes.line 11. Transactions between thethat the amount reported at line 11
In its financial statements, C consolidatesincludible corporations and theincludes the net income of entities not
N and includes $60 of net income ($100nonincludible entities that are eliminatedincludible in the consolidated U.S. income
less the minority interest of $40) on Part I,in the net income amount on Part I, linetax return. A principal purpose of
line 4a.4a, are included in the net income amountSchedule M-3 is to report on this Part I,

on line 11 since the elimination of thoseline 11, only the financial accounting net C must remove the $100 net income of
transactions was reversed on line 8.income of only the corporations included N on Part I, line 6a. C must reverse on

2. Foreign corporation F owns 100%in the consolidated U.S. income tax Part I, line 8, the elimination of the $40
of the stock of U.S. life insurancereturn. minority interest net income of N. The
company P. P owns 100% of the stock of result is that C includes no income for NWhether or not the corporation DS1, 60% of the stock of DS2, and 100% either on Part I, line 11, or on Part II, lineprepares financial statements, Part I, line of the stock of FS1. F prepares certified 9, column (a). C’s taxable income from N11, must include all items that impact the audited financial statements. P does not must be reported by C on Part II, line 9,net income (loss) of the corporation even prepare any financial statements. P files a column (d).if they are not recorded in the profit and consolidated U.S. income tax return with 3. U.S. life insurance company Ploss accounts in the corporation’s general DS1. owns 60% of corporation DS1, which isledger, including, for example, all

fully consolidated in P’s financialP must not complete Schedule M-3,post-closing adjusting entries (including
statements. P accounts for DS1 in P’sPart I, with reference to the financialworkpaper adjustments) and dividend
separate general ledger on the equitystatements of its foreign parent F. P mustincome or other income received from
method. DS1 has net income of $100check “No” on Part I, lines 1a, 1b, and 1c,non-includible corporations.
(before minority interests) and paysskip lines 2a through 3c of Part I, and

Example 3. dividends of $50, of which P receivesenter worldwide net income (loss) per the
$30. The dividend reduces P’s investmentbooks and records of the includible1. U.S. life insurance company P is
in DS1 for equity method reporting on P’scorporations (P and DS1) on Part I, linepublicly traded and files Form 10-K with
separate general ledger where P includes4a. If the amount on Part I, line 4a,the SEC. P owns 80% or more of the
its 60% equity share of DS1 income,includes the income (loss) of DS2 andstock of 75 U.S. corporations, DS1
which is $60. In its financial statements, PFS1 or is not on the statutory basis, Pthrough DS75, between 51% and 79% of
eliminates the DS1 equity method incomemust enter any necessary adjustments onthe stock of 25 U.S. corporations, DS76
of $60 and consolidates DS1, includinglines 5a through 10 in order for Part I, linethrough DS100, and 100% of the stock of
$60 of net income ($100 less the minority11, to report the net income (loss) of50 foreign subsidiaries, FS1 through
interest of $40) on Part I, line 4a.includible corporations P and DS1, net ofFS50. P eliminates all dividend income

eliminations for transactions between Pfrom DS1 through DS100 and FS1 P must remove the $100 net income of
and DS1. In particular, P must make anythrough FS50 in financial statement DS1 on Part I, line 6a. P must reverse on
required adjustments on Part I, line 10, inconsolidation entries. Furthermore, P Part I, line 8, the elimination of the $40
order for the net income on line 11 for lifeeliminates the minority interest ownership, minority interest net income of DS1 and
insurance companies to be on theif any, of DS1 through DS100 in financial the elimination of the $60 of DS1 equity
statutory basis.statement consolidation entries. P’s SEC income. The net result is that P includes

Form 10-K includes P, DS1 through the $60 of equity method income from
DS100, and FS1 through FS50, on a fully Example 4. DS1 at Part I, line 11, and on Part II, line
consolidated basis. P files a consolidated 6, column (a). P’s taxable dividend1. U.S. life insurance company P
U.S. income tax return with DS1 through income from its investment in DS1 mustowns 60% of corporation DS1, which is
DS75. be reported on Part II, line 7, column (d).fully consolidated in P’s financial

P must check “Yes” on Part I, line 1a. statements. P does not account for DS1 4. U.S. life insurance company C
On Part I, line 4a, P must report the in P’s separate general ledger on the owns 60% of the capital and profits
consolidated net income from the SEC equity method. DS1 has net income of interests in U.S. LLC N. C accounts for N
Form 10-K for the consolidated financial $100 (before minority interests) and pays in C’s separate general ledger on the
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equity method. N has net income of $100 and the intercompany interest income and
(before minority interests) and makes no expense must be removed by Specific Instructions for
distributions during the tax year. C treats consolidation elimination entries. Parts II and IIIN as a corporation for financial statement

For consolidated U.S. income tax returns,purposes and as a partnership for U.S. P must report its financial statement
file supporting schedules for eachincome tax purposes. For equity method net income of $1,040 on Part I, line 4a,
includible corporation. See Consolidatedreporting on C’s separate general ledger, and reports DS1’s net income of $100 on Return in the Instructions for FormC includes its 60% equity share of N Part I, line 7c. Then, in order to reflect the 1120-L.income, which is $60. In its financial full consolidation of the financialstatements, C eliminates the $60 of N General Format of Parts II andaccounting net income of P and DS1 atequity method income and consolidates N

Part I, line 11, Net income (loss) per IIIincluding $60 of net income ($100 less
income statement of includible Check the applicable box(es) at the top ofthe minority interest of $40) on Part I, line
corporations, the following consolidation pages 2 and 3 of Schedule M-3 to4a.
and elimination entries are reported on indicate whether the Schedule M-3 is forC must remove the $100 net income of Part I, line 8: (a) offsetting entries to the:N on Part I, line 6a. C must reverse on
remove the $40 of interest income 1. Consolidated group;Part I, line 8, the elimination of the $40
received from DS1 included by P on line 2. Parent corporation;minority interest net income of N and the
4a, and to remove the $40 of interest 3. Consolidated eliminations;elimination of the $60 of N equity method
expense of DS1 included in line 7c for a 4. Subsidiary corporation; orincome. The result is that C includes the
net change of zero; and (b) an entry to 5. Mixed 1120/L/PC group.$60 of equity method income for N on
reflect the $20 minority interest in the netPart I, line 11, and on Part II, line 9,

Also check the applicable box toincome of DS1 (DS1 net income of $100column (a). C’s taxable income from N
indicate whether the Schedule M-3 is fortimes 20% minority interest). The result ismust be reported by C on Part II, line 9,
a sub-consolidated: (6) 1120-L group; orthat Part I, line 11, reports $1,120: $1,040column (d).
(7) 1120-L eliminations. See Consolidatedfrom line 4a, $100 from line 7c, and ($20)5. U.S. life insurance company C Schedule M-3 Versus Consolidatingfrom line 8. Stated another way, Part I,owns 60% of the capital and profits Schedules M-3 for Form 1120-L Groupsline 11, includes the entire $1,000 netinterests in U.S. LLC N. C accounts for N on page 3, and Schedule M-3income of P, measured before recognitionin C’s separate general ledger on the Consolidation for Mixed Groups (1120/L/equity method. N has net income of $100 of the intercompany interest income from PC) on page 4.(before minority interests) and pays a $50 DS1 and the consolidation of DS1

For each line item in Parts II and III,cash distribution, of which C receives operations, plus the entire $140 net
report in column (a) the amount of net$30. The distribution reduces C’s income of DS1, measured before interest
income (loss) included in Part I, line 11,investment in N for equity method expense to P, less the minority interest
and report in column (d) the amountreporting on C’s separate general ledger. ownership of $20 in DS1’s separate net included in taxable income on FormC treats N as a corporation for financial income ($100). The consolidated U.S. 1120-L, page 1, line 20.statement purposes and as a partnership income tax group is required to include on

for U.S. income tax purposes. For equity Note. A schedule or explanation may bethe attached supporting schedule for Part
attached to any line even if none ismethod reporting on C’s separate general I, line 8, the details of the adjustment to
required.ledger, C includes its 60% equity share of the minority interest in the net income of

N income, which is $60. In its financial DS1, but is not required to report the When To Complete Columns (a)statements, C eliminates the $60 of N offsetting adjustment to the intercompany and (d)equity method income and consolidates N
elimination of interest income and interestand includes $60 of net income ($100 A life insurance company is not required
expense (though it is permitted to do so).less the minority interest of $40) on Part I, to complete columns (a) and (d) of Parts

line 4a. II and III for the first tax year the life
insurance company is required to fileLine 12. Total Assets andC must remove the $100 net income of
Schedule M-3. The life insuranceN on Part I, line 6a. C must reverse on Liabilities of Entities Included
company must complete columns (a) andPart I, line 8, the elimination of the $40 or Removed on Part I, Lines 4, (d) of Parts II and III for all tax yearsminority interest net income of N and the 5, 6, and 7 subsequent to the first tax year the lifeelimination of the $60 of N equity method
insurance company is required to fileLine 12 must be completed by allincome. The result is that C includes the
Schedule M-3. For example, if acorporations that file Schedule M-3.$60 of equity method income for N on
corporation was required to file ScheduleReport on lines 12a, 12b, 12c, and 12dPart I, line 11, and on Part II, line 9,
M-3 as a member of a U.S. consolidatedcolumn (a). C’s taxable income from N the total amount (not just the
tax group and the corporation leaves themust be reported by C on Part II, line 9, corporation’s share) of assets and
U.S. consolidated tax group, thecolumn (d). liabilities of entities included or removed
corporation is required to completeon Part I, lines 4, 5, 6, and 7. All assets
Schedule M-3 in its entirety in anyExample 5. U.S. life insurance and liabilities reported on Part I, lines 12a
succeeding tax year that the corporationcompany P owns 80% of the stock of through 12d, must be reported as positive
is required to complete Schedule M-3.corporation DS1. DS1 is included in P’s amounts. However, if the corporation joins in filing aconsolidated U.S. income tax return, even
different consolidated U.S. income taxthough DS1 is not included in P’s On line 12a, enter the worldwide return, then the corporation mustconsolidated financial statements on consolidated total assets and total complete its Schedule M-3 in its entiretyeither a consolidated basis or on the

liabilities of all of the entities included in in any year that the U.S. consolidated taxequity method. DS1 has current year net
completing Part I, line 4a. On line 12b, group must complete its Schedule M-3 inincome of $100 after taking into account
enter the total assets and total liabilities of its entirety.its $40 interest payment to P. P has net
the entities removed in completing Part I,income of $1,040 after recognition of the If, for any tax year (or tax years) prior
line 5. On line 12c, enter the total assetsinterest income from DS1. Because DS1 to the first tax year a life insurance
and total liabilities removed in completingis an includible corporation, 100% of the company is required to file Schedule M-3,
Part I, line 6. On line 12d, enter totalnet income of both P and DS1 must be a life insurance company voluntarily files
assets and total liabilities included inreported on Form 1120-L, page 1, of the Schedule M-3, then in those voluntary

PDS consolidated U.S. income tax return, completing Part I, line 7. filing years the life insurance company is
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not required to complete columns (a) and which the life insurance company files $9,000 for U.S. income tax purposes and
(d) of Parts II and III. In addition, in the Schedule M-3. $6,000 for financial statement purposes.
first tax year the life insurance company is In its financial statements, B treats theFor any item of income, gain, loss,
required to file Schedule M-3, the life difference in IP amortization as aexpense, or deduction for which there is a
insurance company is not required to temporary difference. The goodwill is notdifference between columns (a) and (d),
complete columns (a) and (d) of Parts II amortizable for U.S. income tax purposesthe portion of the difference that is
and III. and is subject to impairment for financialtemporary must be entered in column (b)

statement purposes. In the current year,and the portion of the difference that isIf a life insurance company that is not B records an impairment charge on thepermanent must be entered in column (c).a mixed group chooses not to complete goodwill of $5,000. In its financialIf financial statements are prepared bycolumns (a) and (d) of Parts II and III in statements, B treats the goodwillthe life insurance company in accordancethe first tax year the life insurance impairment as a permanent difference. Bwith statutory accounting principlescompany is required to file Schedule M-3 must report the amortization attributable(SAP), differences that are treated as(or in any year in which the life insurance to the IP on Part III, line 30, and reporttemporary for SAP must be reported incompany voluntarily files Schedule M-3), $6,000 in column (a), a temporarycolumn (b) and differences that arethen Part II, line 30, is reconciled by the difference of $3,000 in column (b), andpermanent (that is, not temporary forlife insurance company (or, in the case of $9,000 in column (d). B must report theSAP) must be reported in column (c).a U.S. consolidated tax group, by the goodwill impairment on Part III, line 29,Generally, pursuant to SAP, a temporarygroup’s parent life insurance company on and report $5,000 in column (a), adifference affects (creates, increases, orPart II, line 30, of the group’s permanent difference of ($5,000) indecreases) a deferred tax asset orconsolidated Schedule M-3) in the column (c), and $0 in column (d).liability.following manner:
If the life insurance company does not1. Report the amount from Part I, line Reporting Requirements

prepare financial statements, or the11, on Part II, line 30, column (a); for Parts II and IIIfinancial statements are not prepared in2. Leave blank Part II, lines 1 through
accordance with SAP, report in column Except for mixed group consolidation, the29, columns (a) and (d);
(b) any difference that the life insurance number of Parts II must equal the number3. Leave blank Part III, columns (a)
company believes will reverse in a future of Parts III filed by the corporation. Mixedand (d); and
tax year (that is, have an opposite effect groups should see the discussion4. Report on Part II, line 30, column
on taxable income in a future tax year (or Schedule M-3 Consolidation for Mixed(d), the sum of Part II, line 30, columns
years) due to the difference in timing of Groups (1120/L/PC).(a), (b), and (c).
recognition for financial accounting and

General ReportingU.S. income tax purposes) or is theNote. Mixed groups should see the Requirementsreversal of such a difference that arose insection Schedule M-3 Consolidation for
a prior tax year. Report in column (c) any If an amount is attributable to a reportableMixed Groups (1120/L/PC).
difference that the life insurance company transaction described in Regulations
believes will not reverse in a future taxIn the case of a U.S. consolidated tax section 1.6011-4(b), the amount must be
year (and is not the reversal of such agroup that is not a mixed group, the reported in columns (a), (b), (c), and (d),
difference that arose in a prior tax year).reconciliation described in the preceding as applicable, of Part II, line 12, items

paragraph must be performed by each relating to reportable transactions,If the life insurance company is unable
member of the U.S. consolidated tax regardless of whether the amount wouldto determine whether a difference
group. However, because Part I must be otherwise be reported on Part II or Part IIIbetween column (a) and column (d) for an
completed only once on the consolidated of Schedule M-3. Thus, if a taxpayer filesitem will reverse in a future tax year or is
Schedule M-3 by the parent corporation Form 8886, Reportable Transactionthe reversal of a difference that arose in a
of the U.S. consolidated tax group, the Disclosure Statement, the amountsprior tax year, report the difference for
amount reported on Part II, line 30, attributable to that reportable transactionthat item in column (c).
column (a), by each member of the U.S. must be reported on Part II, line 12.Example 6. For the 2010, 2011, and
consolidated tax group on its respective A life insurance company is required to2012 tax years, life insurance company A
Schedule M-3 is the amount attributable report in column (a) of Parts II and III thehas total consolidated assets on the last
to that member that is reported on the amount of any item specifically listed onday of the tax year as reported on
consolidated Schedule M-3, Part I, line Schedule M-3 that is in any mannerSchedule L, Part II, line 2, column (b), of
11, completed by the parent corporation. included in the life insurance company’s$8 million, $11 million, and $12 million,
Accordingly, the amount reported on Part current year annual statement net incomerespectively. A is required to file Schedule
II, line 30, columns (a) through (d) of the (loss) or in an income or expense accountM-3 for its 2011 and 2012 tax years.
consolidated Schedule M-3 is the sum of maintained in the life insuranceFor its 2010 tax year, A voluntarily filedthe amounts reported by each member of company’s books and records, even ifSchedule M-3 and did not completethe U.S. consolidated tax group on its there is no difference between thatcolumns (a) and (d) of Parts II and III.respective Schedule M-3 (including a amount and the amount included in

For A’s 2011 tax year, the first tax yearSchedule M-3 for consolidation taxable income unless (a) otherwise
that A is required to file Schedule M-3, Aeliminations, if necessary). Note that the provided in these instructions or (b) the
is only required to complete Part I andamount reported on Part II, line 30, amount is attributable to a reportable
columns (b) and (c) of Parts II and III.column (a), of the consolidated Schedule transaction described in Regulations

M-3 must equal the amount reported on For A’s 2012 tax year, A is required to section 1.6011-4(b) and is therefore
Part I, line 11, of the consolidated complete Schedule M-3 in its entirety. reported on Part II, line 12. For example,
Schedule M-3, and that the amount Example 7. Life insurance company with the exception of interest income
reported on Part II, line 30, column (d), of B is a U.S. publicly traded corporation reflected on a Schedule K-1 received by a
the consolidated Schedule M-3 must that files a consolidated U.S. income tax life insurance company as a result of the
equal the amount reported on the return and prepares consolidated SAP/ life insurance company’s investment in a
consolidated Form 1120-L, page 1, line GAAP financial statements. In prior years, partnership or other pass-through entity,
20. B acquired intellectual property (IP) and all interest income, whether from

goodwill through several corporate unconsolidated affiliated companies, thirdWhen To Complete Columns (b) acquisitions. The IP is amortizable for parties, banks, or other entities, whether
and (c) both U.S. income tax and financial from foreign or domestic sources,
Columns (b) and (c) of Parts II and III statement purposes. In the current year, whether taxable or exempt from tax and
must be completed for any tax year for B’s annual amortization expense for IP is regardless of how or where the income is
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classified in the life insurance company’s lines 1 through 24). If an income item is difference is adequately disclosed if the
annual statement, must be included on described in Part II, lines 1 through 24, difference is labeled in a manner that
Part II, line 13, column (a). Likewise, all report the amount of the item on the clearly identifies the item or transaction
fines and penalties paid to a government applicable line, regardless of whether from which the difference arises. For
or other authority for the violation of any there is a difference for the item. If there further guidance about adequate
law for which fines or penalties are is a difference for the income item, or only disclosure, see Regulations section
assessed must be included on Part III, a portion of the income item has a 1.6662-4(f). If a specific item of income,
line 12, column (a), regardless of the difference and a portion of the item does gain, loss, expense, or deduction is
government authority that imposed the not have a difference, and the item is not described on Part II, lines 9 through 24, or
fines or penalties, regardless of whether described in Part II, lines 1 through 24, Part III, lines 1 through 39, and the line
the fines or penalties are civil or criminal, report and describe the entire amount of does not indicate to “attach schedule” or
regardless of the classification, the item on Part II, line 25. “attach details,” and the specific
nomenclature, or terminology attached to instructions for the line do not call for anWith limited exceptions, Part III
the fines or penalties by the imposing attachment of a schedule or statement,includes lines for specific items of
authority in its actions or documents, and then the item is considered separatelyexpense or deduction (expense items).
regardless of how or where the fines or stated and adequately disclosed if the(See Part III, lines 1 through 39.) If an
penalties are classified in the life item is reported on the applicable line andexpense item is described on Part III,
insurance company’s summary of the amount(s) of the item(s) are reportedlines 1 through 39, report the amount of
operations or the income and expense in the applicable columns of thethe item on the applicable line, regardless
accounts maintained in the life insurance applicable line. See the instructionsof whether there is a difference for the
company’s books and records. beginning on page 13 for specificitem. If there is a difference for the

additional information required to beexpense item, or only a portion of theIf a life insurance company would be
provided for amounts reported on Part II,expense item has a difference and arequired to report in column (a) of Parts II
lines 1 through 8.portion of the item does not have aand III the amount of any item specifically
Note. A schedule or explanation may bedifference and the item is not described inlisted on Schedule M-3 in accordance
attached to any line even if none isPart III, lines 1 through 39, report andwith the preceding paragraph, except that
required.describe the entire amount of the item onthe life insurance company has

Part III, line 40.capitalized the item of income or expense Except as otherwise provided,
and reports the amount in its annual differences for the same item must beIf there is no difference between the
statement or in asset and liability combined or netted together and reportedannual statement amount and the taxable
accounts maintained in the life insurance as one amount on the applicable line ofamount of an entire item of income, loss,
company’s books and records, the life Schedule M-3. However, differences forexpense, or deduction and the item is not
insurance company must report the separate items must not be combined ordescribed or included in Part II, lines 1
proper tax treatment of the item in netted together. Each item (andthrough 24, or Part III, lines 1 through 39,
columns (b), (c), and (d), as applicable. corresponding amount attributable to thatreport the entire amount of the item in

item) must be separately stated andcolumns (a) and (d) of Part II, line 28.Furthermore, in applying the two
adequately disclosed on the applicablepreceding paragraphs, a life insurance Special instructions for Part II, lines 25
line of Schedule M-3, or any schedulecompany is required to report in column and 28, and Part III, line 40. Whether
required to be attached, even if the(a) of Parts II and III the amount of any an income (loss) item is reported on Part
amounts are below a certain dollaritem specifically listed on Schedule M-3 II, line 25, or on Part II, line 28, or a given
amount.that is included in the life insurance expense/deduction item on Part III, line

company’s annual statement or exists in 40, or on Part II, line 28, is determined Required schedules for Part II, line 25,
the life insurance company’s books and separately by each member of the U.S. and Part III, line 40. A separate
records, regardless of the nomenclature consolidated tax group and not at the schedule must be attached to Schedule
associated with that item in the annual U.S. consolidated tax group level. For M-3 (Form 1120-L) that includes a
statement or books and records. Accurate example, U.S. corporation P has two detailed description of each item and
completion of Schedule M-3 requires subsidiaries, A and B, that are included in adjustment entered on Part II, line 25, and
reporting amounts according to the P’s consolidated financial statements and Part III, line 40.
substantive nature of the specific line in P’s consolidated U.S. income tax The description for each amountitems included in Schedule M-3 and return. For financial statement purposes, entered in column (a) must be readilyconsistent reporting of all transactions of P, A, and B recognize real estate tax identifiable to the name of the account inlike substantive nature that occurred expense when accrued. For U.S. income the financial statements or books andduring the tax year. For example, all tax purposes, P and A recognize such records of the taxpayer, under which theexpense amounts that are included in the expense consistent with the method used amount in column (a) was recorded in theannual statement or exist in the books for financial statement purposes, whereas accounting records. Also, the descriptionand records that represent some form of B recognizes such deduction based on a for each amount entered in column (a)“Bad debt expense” must be reported on method different from that used for must include detailed informationPart III, line 33, column (a), regardless of financial statement purposes. P and A supporting each adjustment reported inwhether the amounts are recorded or must report this expense/deduction in columns (b) and (c), including how thestated under different nomenclature in the column (a) and (d) on Part II, line 28. B adjustment is identified in the accountingannual statement or the books and must report the following on Part III, line records. The entire description isrecords such as: “Provision for doubtful 40, in column (a), B’s expense recognized considered the tax description for theaccounts”; “Expense for uncollectible in the financial statements when accrued; amount reported in column (d) for eachnotes receivable”; or “Impairment of trade in column (d), B’s real estate tax expense item reported on Part II, line 25, or Partaccounts receivable.” Likewise, as stated recognized for U.S. income tax purposes; III, line 40.in the preceding paragraph, all fines and and in column (b) or (c), as applicable,

Each description should adequatelypenalties must be included on Part III, line the difference between B’s real estate tax
describe all four columns of Part II, line12, column (a), regardless of the expense in its financial statements and its
25, or Part III, line 40. If additionalterminology or nomenclature attached to real estate tax deduction recognized for
information is required to provide anthem by the life insurance company in its U.S. taxable income purposes.
acceptable description, provide abooks and records or annual statement. Separately stated and adequately supporting attachment.With limited exceptions, Part II disclosed. Each difference reported in

includes lines for specific items of income, Parts II and III must be separately stated Example 8. Life insurance company
gain, or loss (income items) (see Part II, and adequately disclosed. In general, a C is a calendar year taxpayer that placed
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in service ten depreciable fixed assets in income per the income statement. Of the lines 3, 4, and 5). Report amounts in
2005. C was required to file Schedule M-3 $200, $50 is subject to the 50% limitation columns (b) and (c), as applicable.
for its 2010 tax year and is required to file under section 274(n). F treats the For any dividends reported on Part II,
Schedule M-3 for its 2011 tax year. C’s limitation on deductions for meals and line 2, that are received on a class of
total depreciation expense for its 2011 tax entertainment as a permanent difference. voting stock of which the life insurance
year for five of the assets is $50,000 for Because meals and entertainment company directly or indirectly owned 10%
summary of operations purposes and expenses are specifically described in or more of the outstanding shares of that
$70,000 for U.S. income tax purposes. Part III, line 11, Meals and entertainment, class at any time during the tax year,
C’s total annual depreciation expense for F must report all of its meals and report on an attached supporting
its 2011 tax year for the other five assets entertainment expenses on this line, schedule for Part II, line 2: (1) the name
is $40,000 for summary of operations regardless of whether there is a of the dividend payer, (2) the payer’s EIN
purposes and $30,000 for U.S. income difference. Accordingly, F must report (if applicable), (3) the class of voting stock
tax purposes. In its annual statement, C $200 in column (a), $25 in column (c), on which the dividend was paid, (4) the
treats the differences between annual and $175 in column (d). F must not report percentage of the class directly or
statement and U.S. income tax the $150 of meals and entertainment indirectly owned, and (5) the amounts for
depreciation expense as giving rise to expenses that are deducted in F’s annual columns (a) through (d).
temporary differences that will reverse in statement net income and are fully

Line 3. Subpart F, QEF, andfuture years. C must combine all of its deductible for U.S. income tax purposes
Similar Income Inclusionsdepreciation adjustments. Accordingly, C on Part II, line 28, and the $50 subject to

must report on Part III, line 32, for its the limitation under section 274(n) on Part Report on line 3, column (d), the amount
2011 tax year income statement III, line 11. included in taxable income under section
depreciation expense of $90,000 in 951 (relating to Subpart F), gains or other
column (a), a temporary difference of income inclusions resulting from elections
$10,000 in column (b), and U.S. income Part II. Reconciliation of under sections 1291(d)(2) and 1298(b)(1),
tax depreciation expense of $100,000 in and any amount included in taxableNet Income (Loss) percolumn (d). income pursuant to section 1293 (relating

to qualified electing funds). The amount ofExample 9. Life insurance company Income Statement of Life
Subpart F income corresponds to the totalD is a calendar year taxpayer that was Insurance Companies With of the amounts reported by the liferequired to file Schedule M-3 for its 2010
insurance company on line 6, Schedule I,tax year and is required to file Schedule Taxable Income per Return
of all Forms 5471, Information Return ofM-3 for its 2011 tax year. On December
U.S. Persons With Respect to Certain31, 2011, D establishes two reserve Lines 1 Through 8. Additional
Foreign Corporations. The amount ofaccounts in the amount of $100,000 for Information for Each Life
qualified electing fund incomeeach account. One reserve account is an Insurance Company corresponds to the total of the amountsallowance for agency balances that are

For any item reported on Part II, lines 1, 3 reported by the life insurance company onestimated to be uncollectible. The second
through 6, or 8, attach a supporting line 3(a), Part II, of all Forms 8621,reserve is an estimate of future office
schedule that provides the name of the Information Return by a Shareholder of aclosure expenses. In its annual
entity for which the item is reported, the Passive Foreign Investment Companystatement, D treats the two reserve
type of entity (corporation, partnership, (PFIC) or Qualified Electing Fund.accounts as giving rise to temporary
etc.), the entity’s EIN (if applicable), anddifferences that will reverse in future Also include on line 3 PFICthe item amounts for columns (a) throughyears. The two reserves are expenses in mark-to-market gains and losses under(d). See the instructions for Part II, lines 2D’s 2011 annual statement but are not section 1296. Do not report such gainsand 7, for the specific informationdeductions for U.S. income tax purposes and losses on Schedule M-3, Part II, linerequired for those particular lines.in 2011. D must not combine the 16.

Schedule M-3 differences for the two Line 1. Income (Loss) From Line 4. Section 78 Gross-Upreserve accounts. D must report the Equity Method Foreign Report on line 4, column (d), the amountamounts attributable to the allowance for Corporations of any section 78 gross-up notbad debts on Part III, line 33, Bad debt
Report on line 1, column (a), the financial included on Part II, column (d), of linesexpense/agency balances written off, and
income (loss) included in Part I, line 11, 9, 10, and 11, Income (loss) from U.S.must separately state and adequately
for any foreign corporation accounted for partnerships, foreign partnerships, anddisclose the amount attributable to the
on the equity method and remove such other pass-through entities.  The sectionother reserve, office closure costs, on a
amount in column (b) or (c), as 78 gross-up amount on line 4 mustrequired, attached schedule that supports
applicable. Report the amount of correspond to the total section 78the amounts on Part III, line 40.
dividends received and other taxable gross-up amounts reported by theD must also provide a description for
amounts received or includible from corporation on all Forms 1118, Foreigneach reserve that meets the requirements
foreign corporations on Part II, lines 2 Tax Credit—Corporations, excluding thefor Part III, line 40, discussed earlier
through 5, as applicable. amounts reported on Schedule M-3, Partunder Required schedules for Part II, line

II, column (d), of lines 9, 10, and 11.25, and Part III, line 40.  In this example, Line 2. Gross Foreign
an acceptable description would be Line 5. Gross ForeignDividends Not Previously Taxed
“Future Office Closure Expense Reserve.” Distributions Previously TaxedExcept as otherwise provided in this
Note. There is no need to add the title of paragraph, report on line 2, column (d), Report on line 5, column (a), any
the reserve account to the description if the amount (before any withholding tax) distributions received from foreign
the account name for the amount in of any foreign dividends included in corporations that were included in Part I,
column (a) is already part of the taxable income on Form 1120-L, page 1, line 11, and that were previously taxed for
adjustment description. line 20, and report on line 2, column (a), U.S. income tax purposes. For example,

Example 10. Life insurance company the amount of dividends from any foreign include in column (a) amounts that are
F is a calendar year taxpayer that was corporation included in Part I, line 11. Do excluded from taxable income under
required to file Schedule M-3 for its 2010 not report on Part II, line 2, any amounts sections 959 and 1293(c). Remove such
tax year and is required to file Schedule that must be reported on Part II, lines 3 or amount in column (b) or (c), as
M-3 for its 2011 tax year. During 2011, F 4, or dividends that were previously taxed applicable. Report the full amount of the
incurs $200 of meals and entertainment and must be reported on Part II, line 5 distribution before any withholding tax.
expenses that F deducts in computing net (see the instructions below for Part II, Since previously taxed foreign
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distributions are not currently taxable, line dividend was paid, (4) the percentage of Line 9. Income (Loss) From U.S.
5, column (d) is shaded. Also, see the the class directly or indirectly owned, and Partnerships and Line 10.
instructions for Part II, line 2, on page 13. (5) the amounts for columns (a) through Income (Loss) From Foreign

(d).Line 6. Income (Loss) From Partnerships
Equity Method U.S. For any interest owned by the corporationLine 8. Minority Interest for

or a member of the U.S. consolidated taxCorporations Includible Corporations
group that is treated as an investment in aReport on line 6, column (a), the financial Report on line 8, column (a), the minority partnership for U.S. income tax purposesincome (loss) included in Part I, line 11, interest included in the financial income (other than an interest in a disregardedfor any U.S. corporation accounted for on (loss) on Part I, line 11, for any member entity), report amounts on Part II, line 9 orthe equity method and remove such of the U.S. consolidated tax group that is 10, as described below:amount in column (b) or (c), as less than 100% owned.

1. In column (a) the sum of theapplicable. Report on Part II, line 7,
Example 11. Life insurance company corporation’s distributive share of incomedividends received from any U.S.

G is a calendar year taxpayer that was or loss from a U.S. or foreign partnershipcorporation accounted for on the equity
required to file Schedule M-3 for its 2010 that is included in Part I, line 11;method.
tax year and is required to file Schedule 2. In column (b) or (c), as applicable,Line 7. U.S. Dividends Not M-3 for its 2011 tax year. G owns 90% of except for amounts described in item 4

Eliminated in Tax Consolidation the stock of U.S. corporation DS1. G files below, the sum of all differences, if any,
attributable to the corporation’sa consolidated U.S. income tax returnReport on line 7, column (a), the amount
distributive share of income or loss from awith DS1 as the GDS1 U.S. consolidatedof dividends included in Part I, line 11,
U.S. or foreign partnership; andgroup. G prepares certified SAP/GAAPthat were received from any U.S.

3. In column (d), except for amountsfinancial statements for the consolidatedcorporation. Report on line 7, column (d),
described in item 4 below, the sum of allfinancial statement group consisting of Gthe amount of any U.S. dividends
amounts of income, gain, loss, orand DS1. G has no net income of its own,included in taxable income on Form
deduction attributable to the corporation’sand G does not report its equity interest in1120-L, page 1, line 20.
distributive share of income or loss from athe income of DS1 on its separateUsually, the amounts included on line
U.S. or foreign partnership (i.e., the sumfinancial statements. DS1 has financial7, columns (a) and (d) include only
of all amounts reportable on thestatement net income (before minoritydividends received from U.S. corporations
corporation’s Schedule(s) K-1 receivedinterests) and taxable income of $1,000that are not included in the U.S.
from the partnership (if applicable)),($2,500 of revenue less $1,500 cost ofconsolidated tax group because
without regard to any limitationsgoods sold).intercompany dividends (dividends
computed at the partner level (e.g.,received from includible corporations On the consolidated Schedule M-3, limitations on utilization of charitablelisted on Form 851) are eliminated or Part I, line 4a, Worldwide consolidated contributions, capital losses, and interestexcluded for financial accounting net income (loss) per income statement, expense).purposes and eliminated for the and on line 11, Net income (loss) per 4. Do not report on Part II, line 9 orcalculation of U.S. taxable income. In the income statement of includible 10, as applicable, any portion of acase of an insurance company included in corporations, the U.S. consolidated tax corporation’s deduction under section 199the consolidated U.S. income tax return group GDS1 must report $900 of financial (income attributable to domesticrequired to report intercompany dividends statement net income ($1,000 net income production activities) even if some or all ofas part of statutory accounting net less $100 minority interest). the corporation’s deduction under sectionincome, include such intercompany
199 is attributable to a partnershipdividends on Part II, line 7, column (a) The GDS1 group must prepare one interest held by the corporation. Aand the taxable amount of those consolidated Schedule M-3, Parts II and corporation must report its deductiondividends on Part II, line 7, column (d). III and three additional Schedules M-3, under section 199 only on Part III, line 37.(For insurance companies included in the Parts II and III: one for G, one for DS1,

consolidated U.S. income tax return, see and one for consolidation eliminations. For each partnership reported on line 9
instructions for Part I, lines 10a, 10b, 10c, or 10, attach a supporting schedule thatOn the Schedule M-3, Parts II and IIIand 11.) provides the name, EIN (if applicable),for DS1, $1,000 is reported on Part II, lineFor any intercompany dividends end of year profit-sharing percentage (if28 and line 30, in both columns (a) and(dividends received from includible applicable), end of year loss-sharing(d). On G’s Schedule M-3, Parts II and III,corporations listed on Form 851) included percentage (if applicable), and thezero is reported on Part II, line 30, in bothon Part II, line 7, report on an attached amount reported in column (a), (b), (c), orcolumns (a) and (d). On the consolidationsupporting schedule for Part II, line 7 (1) (d) of lines 9 or 10, as applicable.eliminations Schedule M-3, Parts II andthe name of the dividend payer, (2) the Example 12. U.S. life insuranceIII, on Part II, line 8 and line 30, thepayer’s EIN, (3) the class of stock or company H is a calendar year taxpayerminority interest elimination for the U.S.security on which the dividends were that was required to file Schedule M-3 forconsolidated tax group is reported aspaid, (4) the amount of any net its 2010 tax year and is required to file($100) in column (a), $100 in column (c),adjustment included on Part I, line 10a, Schedule M-3 for its 2011 tax year. H hasand $0 in column (d).for such dividends, and (5) the amounts an investment in a U.S. partnership, USP.
for columns (a) through (d). On the Schedule M-3, Parts II and III, H prepares annual statements in

for the U.S. consolidated tax group, onFor any dividends included on Part II, accordance with SAP. In its annual
Part II, line 8, Minority interest forline 7, that are not intercompany statement, H treats the difference
includible corporations, ($100) is reporteddividends (dividends received from between annual statement net income
in column (a), $100 in column (c), and $0includible corporations listed on Form and taxable income from its investment in
in column (d). On Part II, line 28, the U.S.851) that are received on classes of USP as a permanent difference. For its
consolidated tax group reports $1,000 invoting stock in which the corporation 2011 tax year, H’s annual statement net
both columns (a) and (d). As a result,directly or indirectly owned 10% or more income includes $10,000 of income
financial statement net income on Part II,of the outstanding shares of that class at attributable to its share of USP’s net
line 30, column (a), will total $900, netany time during the tax year, report on an income. H’s Schedule K-1 from USP
permanent differences on Part II, line 30,attached supporting schedule for Part II, reports $5,000 of ordinary income, $7,000
column (c), will total $100, and taxableline 7 (1) the name of the dividend payer, of long-term capital gains, $4,000 of
income on line 30, column (d), will total(2) the payer’s EIN (if applicable), (3) the charitable contributions, and $200 of
$1,000.class of voting stock on which the section 179 expense. H must report on
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Part II, line 9, $10,000 in column (a), a described in Regulations section separate Forms 8886 and sequentially
permanent difference of ($2,200) in 1.6011-4, the amounts attributable to that numbers them X1 and X2, respectively. J
column (c), and $7,800 in column (d). reportable transaction must be reported must separately state and adequately

on Part II, line 12. In addition, all income disclose the $12 million and $5 millionExample 13. Same facts as Example
and expense amounts attributable to a losses on Part II, line 12. The $12 million12 except that life insurance company H’s
reportable transaction must be reported loss and the $5 million loss will becharitable contribution deduction is wholly
on Part II, line 12, columns (a) and (d) adequately disclosed if J attaches aattributable to its partnership interest in
even if there is no difference between the supporting schedule for line 12 that listsUSP and is limited to $90 pursuant to
annual statement amounts and the each of the sequentially numbered forms,section 170(b)(2) due to other investment
taxable amounts. Form 8886-X1 and Form 8886-X2, andlosses incurred by H. In its financial

with respect to each reportablestatements, H treated this limitation as a Each difference attributable to a
transaction reports the appropriatetemporary difference. H must not report reportable transaction must be separately
amounts required for Part II, line 12,the charitable contribution limitation of stated and adequately disclosed. A life
columns (a) through (d). Alternatively, J’s$3,910 ($4,000−$90) on Part II, line 9. H insurance company will be considered to
disclosures will be adequate if themust report the limitation on Part III, line have separately stated and adequately
description provided for each loss on the21, and report the disallowed charitable disclosed a reportable transaction on line
supporting schedule includes the namescontributions of ($3,910) in columns (b) 12 if the life insurance company
and reportable transaction or tax shelterand (d). sequentially numbers each Form 8886
registration numbers, if any, disclosed onand lists by identifying number on theLine 11. Income (Loss) From the applicable Form 8886, identifies thesupporting schedule for Part II, line 12,Other Pass-Through Entities type of reportable transaction for the loss,each sequentially numbered reportable
and reports the appropriate amountsFor any interest in a pass-through entity transaction and the amounts required for
required for Part II, line 12, columns (a)(other than an interest in a partnership Part II, line 12, columns (a) through (d).
through (d). J must report the lossesreportable on Part II, line 9 or 10, as Instead of the requirements of the attributable to the other five abandonmentapplicable) owned by a member of the preceding paragraph, a life insurance losses on Part II, line 23e, regardless ofU.S. consolidated tax group (other than company will be considered to have whether a difference exists for any or allan interest in a disregarded entity), report separately stated and adequately of those abandonment losses.the following on line 11: disclosed a reportable transaction if the Example 15. Life insurance company1. In column (a) the sum of the life insurance company attaches a
K is a calendar year taxpayer that wascorporation’s distributive share of income supporting schedule that provides the
required to file Schedule M-3 for its 2010or loss from the pass-through entity that is following for each reportable transaction:
tax year and is required to file Scheduleincluded in Part I, line 11; 1. A description of the reportable M-3 for its 2011 tax year. K enters into a2. In column (b) or (c), as applicable, transaction disclosed on Form 8886 for transaction with contractual protectionexcept for amounts described in item 4, which amounts are reported on Part II, that is a reportable transaction describedbelow, the sum of all differences, if any, line 12; in Regulations section 1.6011-4(b)(4).attributable to the pass-through entity; 2. The name and reportable This reportable transaction is the onlyand transaction or tax shelter registration reportable transaction for K’s 2011 tax3. In column (d), except for amounts number, if applicable, as reported on lines year and results in a $7 million capitaldescribed in item 4, below, the sum of all 1a and 1c, respectively, of Form 8886; loss for both statutory accountingtaxable amounts of income, gain, loss, or and purposes and U.S. income tax purposes.deduction reportable on the corporation’s 3. The type of reportable transaction Although the transaction does not resultSchedules K-1 received from the (e.g., listed transaction, confidential in a difference, K is required to report onpass-through entity (if applicable). transaction, transaction with contractual Part II, line 12, the following amounts: ($74. Do not report on Part II, line 11, any protection, etc.) as reported on line 2 of million) in column (a), zero in columns (b)portion of a corporation’s deduction under Form 8886. and (c), and ($7 million) in column (d).section 199 (income attributable to
The transaction will be adequatelydomestic production activities) even if If a transaction is a listed transaction disclosed if K attaches a supportingsome or all of the corporation’s deduction described in Regulations section schedule for line 12 that (a) sequentiallyunder section 199 is attributable to an 1.6011-4(b)(2), the description also must numbers the Form 8886 and refers to theinterest in a pass-through entity held by include the description provided on line 3 sequentially numbered Form 8886-X1the corporation. A corporation must report of Form 8886. In addition, if the reportable and (b) reports the applicable amountsits deduction under section 199 only on transaction involves an investment in the required for line 12, columns (a) throughPart III, line 37. transaction through another entity such as (d). Alternatively, the transaction will bea partnership, the description mustFor each pass-through entity reported adequately disclosed if the supportinginclude the name and EIN (if applicable)on line 11, attach a supporting schedule statement for line 12 includes aof that entity as reported on line 5 of Formthat provides that entity’s name, EIN (if description of the transaction, the name8886.applicable), the life insurance company’s and tax shelter registration number, if

Example 14. Life insurance companyend of year profit-sharing percentage (if any, and the type of reportable
J is a calendar year taxpayer that wasapplicable), the life insurance company’s transaction disclosed on Form 8886.
required to file Schedule M-3 for its 2010end of year loss-sharing percentage (if

Line 13. Interest Incometax year and is required to file Scheduleapplicable), and the amounts reported by
M-3 for its 2011 tax year. J incurred Report on Part II, line 13, column (a), thethe life insurance company in column (a),
seven different abandonment losses total amount of interest income included(b), (c), or (d) of line 11, as applicable.
during its 2011 tax year. One loss of $12 on Part I, line 11, and report on Part II,Line 12. Items Relating to million results from a reportable line 13, column (d), the total amount of

Reportable Transactions transaction described in Regulations interest income included on Form 1120-L,
Any amounts attributable to any section 1.6011-4(b)(5), another loss of $5 page 1, line 20, that is not required to be
reportable transactions (as described in million results from a reportable reported elsewhere on Schedule M-3. In
Regulations section 1.6011-4) must be transaction described in Regulations columns (b) or (c), as applicable, adjust
included on Part II, line 12, regardless of section 1.6011-4(b)(4), and the remaining for any amounts treated for U.S. income
whether the difference, or differences, five abandonment losses are not tax purposes as interest income that are
would otherwise be reported elsewhere in reportable transactions. J discloses the treated as some other form of income for
Part II or Part III. Thus, if a taxpayer files reportable transactions giving rise to the statutory accounting purposes, or vice
Form 8886 for any reportable transaction $12 million and $5 million losses on versa. For example, adjustments to
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Traders in securities or commodities.interest income resulting from Example 16. Life insurance company
For a trader in securities or commoditiesadjustments made in accordance with M sells and leases property to customers.
that made a valid election under sectioninstructions for Part II, line 18, should be M is a calendar year taxpayer that was
475(f) to use the mark-to-market methodmade in columns (b) and (c) of line 13. required to file Schedule M-3 for its 2010
to account for securities or commodities tax year and is required to file ScheduleComplete Part II of Form 8916-A,
held in connection with a trading business M-3 for its 2011 tax year. For statutorySupplemental Attachment to Schedule
that files Form 4797, any Schedule M-3 accounting purposes, M accounts forM-3. Enter the amounts from line 6,
entries required as a result of marking to each transaction as a sale. For U.S.columns (a) through (d) of Form 8916-A,
market these securities or commodities income tax purposes, each of M’son Schedule M-3, Part II, line 13, columns
are reported as follows: (a) mark-to- transactions must be treated as a lease.(a) through (d), as applicable. Attach
market gains and losses from Form 4797, In its annual statement, M treats theForm 8916-A.
line 10, are included on Part II, line 16, of difference in the statutory accounting and

Do not report on this line 13 or include Schedule M-3 (Form 1120-L), and (b) any the U.S. income tax treatment of these
on Form 8916-A amounts reported in other Schedule M-3 entries required transactions as temporary. During 2011,
accordance with the instructions for Part based on other results (non M reports in its annual statement $1,000
II, lines 9, 10, 11, 12, and 21. mark-to-market gains and losses) of sales and $700 of cost of goods sold

included in the total reported on Form with respect to 2011 lease transactions.Line 14. Accrual of Bond
4797, line 17, should be reported on Part M receives periodic payments of $500 inDiscount
II, line 23d, of Schedule M-3 (Form 2011 with respect to these 2011

Report on line 14, column (a), the amount 1120-L), unless the instructions for transactions and similar transactions from
of accrued bond discount included in Part Schedule M-3 require the amounts to be prior years and treats $400 as principal
I, line 11. Report on line 14, column (d), reported on another line. and $100 as interest income. For
the amount of accrued bond discount statutory accounting purposes, M reports
included in taxable income on Form Line 17. Deferred and gross profit of $300 ($1,000−$700) and
1120-L, page 1, line 20. Report amounts interest income of $100 from theseUncollected Premiumsin columns (b) and (c), as applicable. transactions. For U.S. income taxReport on line 17, column (a), the amount

purposes, M reports $500 of gross rentalLine 15. Hedging Transactions of deferred and uncollected premiums
income (the periodic payments) andincluded in Part I, line 11. Report on lineReport on line 15, column (a), the net (based on other facts) $200 of17, column (d), the amount of deferredgain or loss from hedging transactions depreciation deduction on the property.and uncollected premiums included inincluded on Part I, line 11. Report in On its 2011 Schedule M-3, M must reporttaxable income on Form 1120-L, page 1,column (d) the amount of taxable income on Part II, line 13, $100 in column (a),line 20. Report amounts in columns (b)from hedging transactions as defined in ($100) in column (b), and zero in columnand (c), as applicable.section 1221(b)(2). Use columns (b) and (d). In addition, M must report on Part II,(c) to report all differences caused by line 18, $300 of gross profit in column (a),Line 18. Sale Versus Lease (fortreating hedging transactions differently $200 in column (b), and $500 of grossSellers and/or Lessors)for statutory accounting purposes and for rental income in column (d). Lastly, MU.S. income tax purposes. For example, if Note. Also see the instructions at Part must report on Part III, line 32, $200 ina portion of a hedge is considered III, line 35, Purchase Versus Lease (for column (b) and (d).ineffective under SAP but still is a valid Purchasers and/or Lessees), on page 20.

hedge under section 1221(b)(2), the Line 19. Section 481(a)
Asset transfer transactions withdifference must be reported on line 15. Adjustmentsperiodic payments characterized forThe hedge of a capital asset, which is not

With the exception of a section 481(a)statutory accounting purposes as either aa valid hedge for U.S. income tax
adjustment that is required to be reportedsale or a lease may, under somepurposes but may be considered a hedge
on Part II, line 12, for reportablecircumstances, be characterized as thefor SAP purposes, must also be reported
transactions, any difference between anopposite for tax purposes. If thehere.
income or expense item attributable to antransaction is treated as a lease, theReport hedging gains and losses authorized (or unauthorized) change inseller/lessor reports the periodiccomputed under the mark-to-market method of accounting made for U.S.payments as gross rental income andmethod of accounting on line 15 and not income tax purposes that results in aalso reports depreciation expense oron Part II, line 16, Mark-to-market income section 481(a) adjustment must bededuction. If the transaction is treated as(loss). reported on Part II, line 19, regardless ofa sale, the seller/lessor reports gross
whether a separate line for that income orLine 16. Mark-to-Market Income profit (sale price less cost of goods sold)
expense item exists in Part II or Part III.from the sale of assets and reports the(Loss)

periodic payments as payments of Section 807(f) changes should beReport on line 16 any amount
principal and interest income. reported on Part III, line 25.representing the mark-to-market income

or loss for any securities held by a dealer On Part II, line 18, column (a), report Example 17. Life insurance company
in securities, a dealer in commodities the gross profit or gross rental income for N is a calendar year taxpayer that was
having made a valid election under statutory accounting purposes for all sale required to file Schedule M-3 for its 2010
section 475(e), or a trader in securities or or lease transactions that must be given tax year and is required to file Schedule
commodities having made a valid election the opposite characterization for U.S. M-3 for its 2011 tax year. N was
under section 475(f). “Securities” for income tax purposes. On Part II, line 18, depreciating certain fixed assets over an
these purposes are securities described column (d), report the gross profit or erroneous recovery period and, effective
in section 475(c)(2) and commodities gross rental income for U.S. income tax for its 2011 tax year, N receives IRS
described in section 475(e)(2). purposes. Interest income amounts for consent to change its method of
“Securities” do not include any items such transactions must be reported on accounting for the depreciable fixed
specifically excluded from sections Part II, line 13, in column (a) or (d), as assets and begins using the proper
475(c)(2) and 475(e)(2), such as certain applicable. Depreciation expense for such recovery period. The change in method of
contracts to which section 1256(a) transactions must be reported on Part III, accounting results in a positive section
applies. line 32, in column (a) or (d), as applicable. 481(a) adjustment of $100,000 that is

Use columns (b) and (c) of Part II, linesReport hedging gains and losses required to be spread over 4 tax years,
13 and 18, and Part III, line 32, ascomputed under the mark-to-market beginning with the 2011 tax year. In its
applicable to report the differencesmethod of accounting on Part II, line 15, annual statement, N treats the section
between column (a) and (d).and not on line 16. 481(a) adjustment as a temporary
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difference. N must report on Part II, line Line 23b. Gross Capital Gains Line 23g. Other Gain/Loss on
19, $25,000 in columns (b) and (d) for its Disposition of AssetsFrom Schedule D, Excluding
2011 tax year and each of the Amounts From Pass-Through Report on line 23g any gains or losses
subsequent 3 tax years (unless N is from the sale or exchange of property thatEntitiesotherwise required to recognize the are not reported on lines 23b through 23f.Report on line 23b gross capital gainsremainder of the 481(a) adjustment

reported on Schedule D, excluding capital Line 24. Capital Loss Limitationearlier). N must not report the section
gains from pass-through entities, which481(a) adjustment on Part III, line 32. and Carryforward Used
must be reported on Part II, lines 9, 10, or

Report as a positive amount on line 24,11, as applicable.
columns (b) or (c), as applicable, and (d)Line 20. Amortization of Interest
the excess of the net capital losses overMaintenance Reserve Line 23c. Gross Capital Losses the net capital gains reported on

From Schedule D, ExcludingReport on line 20, column (a), the amount Schedule D, Capital Gains and Losses,
of interest maintenance reserve Amounts From Pass-Through by the corporation. For a U.S.
amortization included in Part I, line 11. consolidated tax group, the Schedule M-3Entities, Abandonment Losses,
Report amounts in columns (b) and (c), adjustment for the amount of theand Worthless Stock Losses
as applicable. consolidated net capital loss that isReport on line 23c gross capital losses

disallowed should not be made on thereported on Schedule D, excluding capital
separate consolidating Schedules M-3 oflosses from (a) pass-through entities,Line 21. Original Issue Discount the includible corporations, but on thewhich must be reported on Part II, lines 9,and Other Imputed Interest separate Schedule M-3 for consolidated10, or 11, as applicable; (b) abandonmentReport on line 21 any amounts of original eliminations (or on Form 8916 in the caselosses, which must be reported on Part II,
of a mixed group) as described in theissue discount (OID) and imputed line 23e; and (c) worthless stock losses,
section Completion of Schedule M-3 andinterest. The term “original issue discount which must be reported on Part II, line
Certain Allocations, Limitations, andand other imputed interest” includes, but 23f. Do not report on line 23c capital
Carryovers.is not limited to: losses carried over from a prior tax year

If the corporation utilizes a capital loss1. The excess of a debt instrument’s and utilized in the current tax year. See
carryforward on Schedule D in the currentstated redemption price at maturity over the instructions for Part II, line 24,
tax year, report the carryforward utilizedregarding the reporting requirements forits issue price, as determined under
as a negative amount on Part II, line 24,capital loss carryovers utilized in thesection 1273;
columns (b) or (c), as applicable, andcurrent tax year.2. Amounts that are imputed interest column (d). For a U.S. consolidated tax

on a deferred sales contract under group, the Schedule M-3 adjustment forLine 23d. Net Gain/Losssection 483; the amount of the consolidated capitalReported on Form 4797, Line3. Amounts treated as interest or OID loss carryforward should not be made on17, Excluding Amounts Fromunder the stripped bond rules under the separate consolidating Schedules M-3
Pass-Through Entities,section 1286; and of the includible corporations, but on the
Abandonment Losses, and separate Schedule M-3 for consolidation4. Amounts treated as OID under the

eliminations (or on Form 8916 in the caseWorthless Stock Lossesbelow-market interest rate rules under
of a mixed group) as described in theReport on line 23d the net gain or losssection 7872.
section Completion of Schedule M-3 andreported on line 17 of Form 4797, Sales
Certain Allocations, Limitations, andof Business Property, excluding amounts
Carryovers.from (a) pass-through entities, which mustLine 22. Market Discount

be reported on Part II, lines 9, 10, or 11, Line 25. Other Income (Loss)Reclassification
as applicable; (b) abandonment losses, Items With DifferencesReport on line 22 the amount of market which must be reported on Part II, line

discount reclassification included in Part I, Separately state and adequately disclose23e; and (c) worthless stock losses,
line 11. Report on line 22 the amount of on Part II, line 25, all items of incomewhich must be reported on Part II, line
market discount reclassification included (loss) with differences that are not23f.

otherwise listed on Part II, lines 1 throughin taxable income on Form 1120-L, page
24. Attach a schedule that describes and1, line 20. Report amounts in columns (b) Note. Traders in securities or
itemizes the type of income (loss) and theand (c), as applicable. commodities that have made a valid
amount of each item and provides aelection under section 475(f) to use the
description that states the income (loss)mark-to-market method to account forLine 23a. Income Statement name for book purposes for the amountsecurities or commodities, see the

Gain/Loss on Sale, Exchange, recorded in column (a) and describes theinstructions for Part II, line 16, earlier.
adjustment being recorded in column (b)Abandonment, Worthlessness,
or (c). The entire description completesor Other Disposition of Assets Line 23e. Abandonment Losses
the tax description for the amountOther Than Pass-Through Report on line 23e any abandonment included in column (d) for each itemEntities losses, regardless of whether the loss is separately stated on this line.

characterized as an ordinary loss or aReport on line 23a, column (a), all gains The attached schedule should havecapital loss.and losses on the disposition of assets five columns. The first column has the
except for gains and losses allocated to description for the next four columns. TheLine 23f. Worthless Stockthe life insurance company from a second column is column (a) income
pass-through entity (e.g., on Schedule Losses (loss) per income statement, third column
K-1) that are included in the net income Report on line 23f any worthless stock is column (b) temporary difference, the
(loss) of includible corporations reported loss, regardless of whether the loss is fourth column is column (c) permanent
on Part I, line 11. Reverse the amount characterized as an ordinary loss or a difference, and the fifth column is column
reported in column (a) in column (b) or capital loss. Attach a schedule that (d) income (loss) per tax return. Every
(c), as applicable. The corresponding separately states and adequately item listed on the attached schedule for
gains and losses for U.S. income tax discloses each transaction that gives rise line 25 must always have columns (a) +
purposes are reported on Part II, lines to a worthless stock loss and the amount (b) + (c) = (d). Each item with amounts in
23b through 23g, as applicable. of each loss. columns (a), (b), (c), and (d) will be
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totaled and included as one line on line Line 28. Other Items With No
25 of the face of the schedule. Differences Part III. Reconciliation ofIf there is no difference between theFor insurance companies included in

statutory accounting amount and thethe consolidated U.S. income tax return, Net Income (Loss) per
taxable amount of an entire item ofsee instructions for Part I, lines 10a, 10b, Income Statement ofincome, gain, loss, expense, or deduction10c, and 11, and Part II, line 7, for
and the item is not described or includedguidance on the treatment of Includible Corporations
in Part II, lines 1 through 25, or Part III,intercompany dividends and statutory With Taxable Income perlines 1 through 40, report the entireaccounting.
amount of the item in columns (a) and (d) Return—Expense/If any “comprehensive income” as of line 28. If a portion of an item of

defined by Statement of Financial income, loss, expense, or deduction has Deduction Items
Accounting Standards (SFAS) No. 130 is a difference and a portion of the item Note. Expense amounts that reduce
reported on this line, describe the item(s) does not have a difference, do not report financial accounting income must be
in detail. Examples of sufficiently detailed any portion of the item on line 28. Instead, reported on Part III, column (a), as
descriptions include “foreign currency report the entire amount of the item (i.e., positive amounts. Deduction amounts that
translation adjustments — both the portion with a difference and the reduce taxable income must be reported
comprehensive income” and “gains and portion without a difference) on the on Part III, column (d), as positive
losses on available-for-sale securities — applicable line of Part II, lines 1 through amounts. Amounts reported on Part II,
comprehensive income.” 25, or Part III, lines 1 through 40. See line 27, must be the negative of the

Example 10. amounts reported in Part III, line 41.Whether an item of income (loss) is
Line 29a. Life Insurancereported on line 25, or is reported on Part Lines 1 Through 6. Income Tax

II, line 28, is determined separately by Subgroup Reconciliation Totals Expenseeach member of the U.S. consolidated tax For filers other than a mixed group, If the life insurance company does notgroup and not at the U.S. consolidated combine lines 26 through 28 and skip distinguish between current and deferredtax group level. lines 29b and 29c. On the income tax expense in its annual
sub-consolidated Schedule M-3 for aExample 18. U.S. corporation P has statement (or its books and records, if
mixed group, combine lines 26 through 28two subsidiaries, corporations A and B, applicable), report income tax expense as
and skip lines 29b and 29c. For thethat are included in P’s consolidated current income tax expense using lines 1,
consolidated Schedule M-3 of a mixedfinancial statements and in P’s 3, and 5, as applicable.
group, complete only lines 29a throughconsolidated U.S. income tax return. For A U.S. consolidated tax group must29c and line 30 of Part II. Part III is notfinancial statement purposes, P, A, and B complete lines 1 through 6 in accordancerequired to be completed for therecognize revenue from the sale of with the allocation of tax expense amongconsolidated Schedule M-3 of a mixedinventory upon delivery to the customer. the members of the U.S. consolidated taxgroup.For U.S. income tax purposes, P and A group in the financial statements (or its

recognize such revenue consistent with Line 29b. 1120 Subgroup books and records, if applicable). If the
the method used for financial statement current and deferred U.S., state, andReconciliation Totals
purposes, whereas B recognizes such foreign income tax expense for the U.S.Line 29b is only used by mixed groups.revenue based upon customer consolidated tax group (income taxSee Schedule M-3 Consolidation foracceptance. P and A must report this expense) is allocated among theMixed Groups (1120/L/PC), earlier.revenue in column (a) and (d) on Part II, members of the U.S. consolidated tax
line 28, B must report the following on Line 29c. PC Insurance group in the group’s financial statements
Part II, line 25: in column (a), B’s revenue Subgroup Reconciliation Totals (or its books and records, if applicable),
recognized in the financial statements then each member must report itsLine 29c is only used by mixed groups.
based upon delivery to the customer; in allocated income tax expense on Part III,See Schedule M-3 Consolidation for
column (d), B’s revenue recognized for lines 1 through 6, of that member’sMixed Groups (1120/L/PC), earlier.
U.S. income tax purposes based upon separate Schedule M-3. However, if the

Line 30. Reconciliation Totalscustomer acceptance; and in column (b) income tax expense is not shared or
or (c), as applicable, the difference allocated among members of the U.S.If a life insurance company that is not a
between B’s revenue recognized in its consolidated tax group but is retained inmixed group chooses not to complete
financial statements and in its U.S. the parent corporation’s financialcolumns (a) and (d) of Parts II and III in
taxable income. statements (or books and records, ifthe first tax year the life insurance

applicable), then amounts are reportedcompany is required to file Schedule M-3Note. In this example, the first column of
only on Part III, lines 1 through 6, of the(or for any year in which the life insurancethe attached schedule for Part II, line 25,
parent’s separate Schedule M-3.company voluntarily files Schedule M-3),discussed earlier, must include an

Part II, line 30, is reconciled by the lifeadequate description, such as “Inventory Line 7. Foreign Withholdinginsurance company (or, in the case of aSales Revenue recognized upon TaxesU.S. consolidated tax group, on theacceptance, not delivery.” Report on line 7, column (a), the amountgroup’s consolidated Schedule M-3) in
of foreign withholding taxes included inthe following manner:Line 27. Total Expense/ statutory accounting net income on Part I,1. Report the amount from Part I, lineDeduction Items line 11. If the life insurance company is11, on Part II, line 30, column (a);

Report on Part II, line 27, columns (a) deducting foreign tax, use column (b) or2. Leave blank Part II, lines 1 through
through (d), as applicable, the negative of (c), as applicable, to correct for any29, columns (a) and (d);
the amounts reported on Part III, line 41, difference between foreign withholding3. Leave blank Part III, columns (a)
columns (a) through (d). For example, if tax included in statutory accounting netand (d); and
Part III, line 41, column (a), reflects an income and the amount of foreign4. Report on Part II, line 30, column
amount of $1 million, then report on Part withholding taxes being deducted in the(d), the sum of Part II, line 29, columns
II, line 27, column (a), ($1 million). return. If the life insurance company is(a), (b), and (c).
Similarly, if Part III, line 41, column (b), crediting foreign withholding taxes against
reflects an amount of ($50,000), then Note. Mixed groups see Schedule M-3 the U.S. income tax liability, use column
report on Part II, line 27, column (b), Consolidation for Mixed Groups (1120/L/ (b) or (c), as applicable, to negate the
$50,000. PC). amount reported in column (a).
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penalties, regardless of whether the fines compensation after any excess parachuteLine 8. Equity Based
and penalties are civil or criminal, payment limitations under section 280G.Compensation
regardless of the classification, If a payment is subject to limitation under

Report on line 8 any amounts for nomenclature, or terminology used for the both sections 162(m) and 280G, report
equity-based compensation or fines or penalties by the imposing the total payment on line 14.
consideration that are reflected as authority in its actions or documents, and
expense for statutory accounting Line 15. Compensation Withregardless of how or where the fines or
purposes (column (a)) or deducted in the Section 162(m) Limitationpenalties are classified in the
U.S. income tax return (column (d)) other corporation’s financial income statement Report on line 15, column (a), the totalthan amounts reportable elsewhere on or the income and expense accounts amount of non-performance-basedSchedule M-3, Parts II and III. Examples maintained in the corporation’s books and current compensation expense for theof amounts reportable on line 8 include records. Also report on line 12, column corporate officers to whom section 162incentive stock options, nonqualified stock (a), the reversal of any overaccrual of any (m) applies. Report in column (b) or (c),options, payments attributable to amount described in this paragraph. See as applicable, the nondeductible amountemployee stock purchase plans (ESPPs), section 162(f) for additional guidance. of current compensation in excess of $1phantom stock options, phantom stock

million ($500,000 if the corporationReport on line 12, column (d), anyunits, stock warrants, stock appreciation
receives or has received financialsuch amounts as described in therights, and restricted stock, regardless of
assistance under the Treasury Troubledpreceding paragraph that are includible inwhether such payments are made to
Asset Relief Program (TARP)). Report thetaxable income, regardless of theemployees or non-employees, or as
deductible compensation in column (d). Iffinancial accounting period in which suchpayment for property or compensation for
a payment is subject to limitation underamounts were or are included in financialservices.
both sections 162(m) and 280G, reportaccounting net income. Complete

If the amounts include incentive stock the total payment on Part III, line 14,columns (b) and (c) as appropriate.
options or nonqualified stock options, Parachute payments. See RegulationsDo not report on this Part III, line 12,attach a detailed schedule separately section 1.162-27(g) for the interactionamounts required to be reported instating each. between sections 162(m) and 280G.accordance with instructions for Part III,
Line 9. Capitalization of line 13. Line 16. Pension and
Deferred Acquisition Costs Do not report on this Part III, line 12, Profit-Sharing
Report on line 9, column (d), the amount amounts recovered from insurers or any Report on line 16 any amounts
of deferred acquisition costs capitalized other indemnitors for any fines and attributable to the life insurance
and taken into account in taxable income penalties described above. company’s pension plans, profit-sharing
on Form 1120-L, page 1, line 20. Report plans, and any other retirement plans.Line 13. Judgments, Damages,amounts in columns (b) and (c), as

Awards, and Similar Costsapplicable. Line 17. Other Post-Retirement
Report on line 13, column (a), the amount BenefitsLine 10. Amortization of of any estimated or actual judgments, Report on line 17 any amountsDeferred Acquisition Costs damages, awards, settlements, and attributable to other post-retirementReport on line 10, column (d), the amount similar costs, however named or benefits not otherwise includible on Partof deferred acquisition costs amortized classified, included in financial accounting III, line 16, for example, retiree health andand taken into account in taxable income income, regardless of whether the life insurance coverage, dental coverage,on Form 1120-L, page 1, line 20. Report amount deducted was attributable to an etc.amounts in columns (b) and (c), as estimate of future anticipated payments or

applicable. actual payments. Also report on line 13, Line 18. Deferred
column (a), the reversal of any CompensationLine 11. Meals and overaccrual of any amount described in

Report on line 18, column (a), anyEntertainment this paragraph.
compensation expense included in theReport on line 11, column (a), any Report on line 13, column (d), any net income (loss) amount reported in Partamounts paid or accrued by the life such amounts as are described in the I, line 11, that is not deductible for U.S.insurance company during the tax year preceding paragraph that are includible in income tax purposes in the current taxfor meals, beverages, and entertainment taxable income, regardless of the year and that was not reported elsewherethat are accounted for in statutory financial accounting period in which such on Schedule M-3. Report on line 18,accounting income, regardless of the amounts were or are included in financial column (d), any compensation deductibleclassification, nomenclature, or accounting net income. Complete in the current tax year that was notterminology used for such amounts, and columns (b) and (c) as appropriate. included in the net income (loss) amountregardless of how or where such amounts

Do not report on this Part III, line 13, reported in Part I, line 11, for the currentare classified in the life insurance
amounts required to be reported in tax year and that is not reportablecompany’s statutory income statement or
accordance with instructions for Part III, elsewhere on Schedule M-3. Forthe income and expense accounts
line 12. example, report originations and reversalsmaintained in the life insurance

of deferred compensation subject tocompany’s books and records. Report Do not report on this Part III, line 13,
section 409A on line 18.only amounts not otherwise reportable amounts recovered from insurers or any

elsewhere on Schedule M-3, Parts II and other indemnitors for any judgments, Line 20. Charitable ContributionIII. damages, awards, or similar costs of Intangible Propertydescribed above.Line 12. Fines and Penalties Report on line 20 any charitable
Line 14. Parachute PaymentsReport on line 12 any fines or similar contribution of intangible property, for

penalties paid to a government or other Report on line 14, column (a), the total example, contributions of:
authority for the violation of any law for expense included in statutory accounting • Intellectual property, patents (including
which fines or penalties are assessed. All net income on Part I, line 11, that is any amounts of additional contributions
fines and penalties expensed in financial subject to section 280G. Report in column allowable by virtue of income earned by
accounting income (paid or accrued) must (b) or (c), as applicable, the amount of donees subsequent to the year of
be included on line 12, column (a), nondeductible parachute payments donation), copyrights, trademarks;
regardless of the government or other pursuant to section 280G, and report in • Securities (including stocks and their
authority that imposed the fines or column (d) the deductible amount of derivatives, stock options, and bonds);
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• Conservation easements (including Report amounts in columns (b) and (c), on Form 1120-L, page 1, line 20. Report
scenic easements or air rights); as applicable. amounts in columns (b) and (c), as
• Railroad rights of way; applicable.Line 26. Section 807(a)(2)(B)• Mineral rights; and Line 32. DepreciationTax Reserve Amount With• Other intangible property.

Report on line 32 any depreciationRespect to Policyholder ShareLine 21. Charitable Contribution expense that is not required to beof Tax Exempt InterestLimitation/Carryforward reported elsewhere on Schedule M-3Report on line 26, column (d), the change (e.g., on Part II, lines 9, 10, or 11).Report as a negative amount on line 21, in section 807(a)(2)(B) tax reserve
columns (b), (c), and (d), as applicable, amount with respect to policyholder share Line 33. Bad Debt Expense and
the excess of charitable contributions of tax exempt interest included in taxable Agency Balances Written Offmade during the tax year over the amount income on Form 1120-L, page 1, line 20. Report on line 33, column (a), anyof the charitable contribution limitation Report amounts in columns (b) and (c), amounts attributable to an allowance foramount. as applicable. uncollectible accounts receivable orIf the corporation utilizes a contribution actual write-offs of accounts receivableLine 27. Current Yearcarryforward in the current tax year, included in Part I, line 11. Also report onAcquisition/Reorganizationreport the carryforward utilized as a this line agency balances written off perCostspositive amount on columns (b), (c), and the annual statement. Report in column(d), as applicable. Report on line 27 any investment (d) the amount of bad debt expense

banking, legal and accounting, and anyWhen a consolidated income tax deductible for federal income tax
other fees paid or incurred in connectionreturn is being filed, Schedule M-3 purposes in accordance with section 166.
with a taxable or tax-free acquisition ofadjustments for the amount of charitable

Line 34. Corporate Owned Lifeproperty (e.g., stock or assets) or acontributions in excess of the limitation, or
tax-free reorganization. Report on this line Insurance Premiumsfor charitable contribution carryforward
any investment banking fees, legal andutilized, should not be made on the Report on line 34 all amounts of
accounting, and any other fees paid orseparate consolidating Schedules M-3 of insurance premiums attributable to any
incurred at any stage of the acquisition orthe includible corporations, but on the life insurance policy if the life insurance
reorganization process including, forseparate consolidating Schedule M-3 for company is directly or indirectly a
example, fees paid or incurred to evaluateconsolidation eliminations (or on Form beneficiary under the policy or if the policy
whether to investigate an acquisition, fees8916 in the case of a mixed group) as has a cash value. Report in column (d)
to conduct an actual investigation, anddescribed in Completion of Schedule M-3 the amount of the premiums that are
fees to consummate the acquisition. Alsoand Certain Allocations, Limitations, and deductible for federal income tax
include on this line any investmentCarryovers. purposes.
banking fees, legal and accounting, and

Line 22. Change in Section Line 35. Purchase Versus Leaseany other fees paid or incurred in
807(c)(1) Tax Reserves connection with the liquidation of a (for Purchasers and/or

subsidiary, a spin-off of a subsidiary, orReport on line 22, column (a), the change Lessees)
an initial public stock offering. Attach ain section 807(c)(1) life insurance Note. Also see the instructions forschedule separately stating acquisition/reserves included in Part I, line 11. Report sellers and/or lessors in the instructionsreorganization investment banking fees,on line 22, column (d), the change in for Part II, line 18.legal and accounting fees, and othersection 807(c)(1) life insurance reserves

Asset transfer transactions withcosts. Report amounts in columns (b) andincluded in taxable income on Form
periodic payments characterized for(c), as applicable.1120-L, page 1, line 20. Report amounts
statutory accounting purposes as either ain columns (b) and (c), as applicable. Line 28. Amortization of purchase or a lease may, under some

Acquisition, Reorganization,Line 23. Change in Section circumstances, be characterized as the
opposite for tax purposes.and Start-Up Costs807(c)(2) Tax Reserves

Report on line 28 amortization of If a transaction is treated as a lease,Report on line 23, column (a), the change
acquisition, reorganization, and start-up the purchaser/lessee reports the periodicin section 807(c)(2) unearned premiums
costs. For purposes of columns (b), (c), payments as gross rental expense. If theand unpaid losses included in Part I, line
and (d), include amounts amortizable transaction is treated as a purchase, the11. Report on line 23, column (d), the
under section 167, 195, or 248. purchaser/lessee reports the periodicchange in section 807(c)(2) unearned

payments as payments of principal andpremiums and unpaid losses included in Line 29. Amortization/ interest and also reports depreciationtaxable income on Form 1120-L, page 1,
Impairment of Goodwill, expense or deduction with respect to theline 20. Report amounts in columns (b)
Insurance in Force and Ceding purchased asset.and (c), as applicable.
Commissions Report in column (a) gross rentLine 24. Change in All Other

expense for a transaction treated as aReport on line 29 amortization of goodwill,Section 807(c) Tax Reserves lease for statutory accounting purposesinsurance in force and ceding
Report on line 24, column (a), the change but as a sale for U.S. income taxcommissions or amounts attributable to
in all other section 807(c) reserves purposes. Report in column (d) grossthe impairment of goodwill, insurance in
included in Part I, line 11. Report on line rental deductions for a transaction treatedforce and ceding commissions. Attach a
24, column (d), the change in all other as a lease for U.S. income tax purposesschedule separately stating the amounts
section 807(c) reserves included in but as a purchase for statutory accountingfor each item.
taxable income on Form 1120-L, page 1, purposes. Report interest expense for

Line 30. Other Amortization orline 20. Report amounts in columns (b) such transactions on Part III, line 36, in
and (c), as applicable. Impairment Write-Offs column (a) or (d), as applicable. Report

depreciation expense or deductions forReport on line 30 any amortization orLine 25. Section 807(f)
such transactions on Part III, line 32, inimpairment write-offs not otherwiseAdjustments for Change in column (a) or (d), as applicable. Useincludible on Schedule M-3.Computing Reserves columns (b) and (c) of Part III, lines 32,

Line 31. Section 846 AmountReport on line 25, column (d), the section 35, and 36, as applicable, to report the
807(f) adjustments included in taxable Report on line 31, column (d), the section differences between column (a) and (d)
income on Form 1120-L, page 1, line 20. 846 amount included in taxable income for such recharacterized transactions.
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Example 19. U.S. life insurance report any portion of the corporation’s development costs in its financial
company X acquired property in a statements and its research anddomestic production activities deduction
transaction that, for statutory accounting experimental expenditures for U.S.on any other line of Schedule M-3.
purposes, X treats as a lease. X is a taxable income purposes.

Line 38. Research andcalendar year taxpayer that was required Example 20. Corporation X is a
to file Schedule M-3 for its 2010 tax year Development Costs calendar year taxpayer that was required
and is required to file Schedule M-3 for its to file Schedule M-3 for its 2010 tax returnReport in column (a) the amount of
2011 tax year. Because of its terms, the and is required to file Schedule M-3 for itsexpenses included in net income reported
transaction is treated for U.S. income tax 2011 tax year. During 2011, X incurredon Part I, line 11, that are related to
purposes as a purchase and X must treat $100,000 of research and developmentresearch and development expense.
the periodic payments it makes partially costs that X recognized as an expense inReport in column (d) the amount of
as payment of principal and partially as its financial statements. Also, X incurreddeductions included in Form 1120-L,
payment of interest. In its annual $20,000 in attorney fees in obtaining apage 1, line 19 that are recognized andstatement, X treats the difference patent application that X capitalized andreported as Section 174 research andbetween the statutory accounting and amortized in its financial statements. Xexperimental expenditures consistent withU.S. income tax treatment of this recognized a $2,000 amortizationthe corporation’s adopted method oftransaction as a temporary difference. deduction. In compliance with its adoptedaccounting for such expenditures. InDuring 2011, X reports in its annual method of accounting under section 174,column (c), as applicable, include anystatement $1,000 of gross rental expense X deducts research and experimentaladjustments for any amounts treated forthat, for U.S. income tax purposes, is expenditures for U.S. income taxU.S. income tax purposes as research orrecharacterized as a $700 payment of purposes. Accordingly, X must reportexperimental expenditures that areprincipal and a $300 payment of interest, $100,000 in column (a), $20,000 intreated as some other form of expense foraccompanied by a depreciation deduction column (b), and $120,000 in column (d).financial accounting purposes, or viceof $1,200 (based on other facts). On its X must also report $2,000 in column (a),versa. Report any difference in timing2011 Schedule M-3, X must report the ($2,000) in column (b), and $0 in columnrecognition in column (b). For example, iffollowing on Part III, line 35: column (a), (d) on Part III, line 30, Other amortizationthe taxpayer’s financial accounting$1,000, its statutory accounting gross or impairment write-offs.method does not specify otherwise,rental expense; column (b), ($1,000); and column (b) adjustments include Example 21. Assume the same factscolumn (d), zero. On Part III, line 36, X adjustments for timing differences as Example 20  except Corporation Xreports $300 in columns (b) and (d) for between financial and tax accounting for: makes an annual election under sectionthe interest deduction. On Part III, line 32, (1) deferral and amortization of research 59(e) to deduct $80,000 of its $120,000 ofX reports $1,200 in columns (b) and (d) expenditures, (2) a section 59(e) election, research and experimental expendituresfor the depreciation deduction. (3) reduction of section 174 expenditures over a 10-year period. Accordingly, X

under section 280C or section 482, (4) must report $100,000 in column (a), aLine 36. Interest Expense
costs attributable to obtaining a patent, temporary difference of ($52,000)Report on Part III, line 36, column (a), the (5) research in social sciences, and (6) ($20,000 less ($80,000/10 years X 9total amount of interest expense included cost elements for property of a character years)) in column (b), and $48,000 inon Part I, line 11, and report on Part III, subject to depreciation. column (d). X must also report $2000 inline 36, column (d), the total amount of

column (a), ($2000) in column (b), and $0interest deduction included on Form Section 174 provides two methods for in column (d) on Part III, line 30, Other1120-L, page 1, line 20, that is not the treatment of research and amortization or impairment write-offs.required to be reported elsewhere on experimental expenditures paid or
Example 22. Assume the same factsSchedule M-3. In columns (b) or (c), as incurred by a taxpayer in connection with

as Example 21 except Corporation Xapplicable, include any adjustments for the taxpayer’s trade or business. These
elected to capitalize and amortize itsany amounts treated for U.S. income tax expenditures may be treated as expenses
research and expenditures over 60purposes as interest deduction that are not chargeable to a capital account and
months with respect to all its researchtreated as some other form of expense for deducted in the year in which they are
programs for U.S. tax purposes. X firststatutory accounting purposes, or vice paid or incurred, or they may be deferred
realized benefits from such expendituresversa. For example, adjustments to and amortized. Since the method for
on August 1. Accordingly, X must reportinterest expense/deduction resulting from treatment of research and experimental
$100,000 in column (a), a temporaryadjustments made in accordance with the expenditures is adopted at the subsidiary
difference of ($90,000) ($20,000 lessinstructions for Part III, line 35, Purchase level, the expense/deduction item is
($120,000/60 months X 55 months)) inversus lease (for purchasers and/or determined separately by each member
column (b), and $10,000 in column (d).lessees), should be made in columns (b) of a U.S. consolidated tax group and not

and (c), as applicable, on line 36. at the U.S. consolidated tax group level. Example 23. Corporation X is a
For example, U.S. Corporation P has two calendar year taxpayer that was requiredComplete Part III of Form 8916-A.
subsidiaries, A and B, which are included to file Schedule M-3 for its 2010 tax returnEnter the amounts from line 5, columns
in P’s consolidated financial statements and is required to file Schedule M-3 for its(a) through (d) of Form 8916-A, on
and in P’s consolidated U.S. income tax 2011 tax year. X adopted the currentSchedule M-3, Part III, line 36, columns
return. For financial purposes, P, A, and B expense method to research and(a) through (d), as applicable. Attach
recognize research and development cost experimental expenditures for U.S.Form 8916-A.
as an expense when accrued. For U.S. income tax purposes. During 2011, X

Do not report on Form 8916-A and this income tax purposes, P and A recognize incurred $50,000 of research and
line 36 amounts reported in accordance such costs consistent with the method development costs that X recognized as
with the instructions for Part II, lines 9, 10, used for financial purposes, whereas B an expense in its financial statements.
11, and 12. capitalizes and amortizes such costs. P Also, X undertook to develop a new

and A must report these expenses in machine for its business. X expendedLine 37. Domestic Production columns (a) and (d). B must report its $30,000 on the project of which $10,000
Activities Deduction expense recognized in the financial represents actual costs of material, labor,

statements when accrued in column (a);Report on Part III, line 37, column (d), the and component cost to construct the
in column (d), B’s research andamount of the domestic production machine, and $20,000 represents
development expenditures recognized foractivities deduction under section 199 research costs not attributable to the
U.S. income tax purposes; and inincluded in taxable income on Form machine itself. X capitalized $30,000 of
columns (b) and (c), as applicable, the1120-L, page 1, line 20. Complete costs related to the machine and
difference between B’s research andcolumns (b) and (c), as applicable. Do not recognized $6,000 of depreciation
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expense in its financial statements. X’s column (a), ($1,000) (reduction of anticipated expenses under more
depreciation expense on the $10,000 of research and experimental expenditures explanatory and defined categories such
costs related to the machine itself was to the extent of the credit amount) in as employee termination costs, lease
$2,000 for U.S. income tax purposes. column (b), and $99,000 in column (d). cancellation costs, loss on sale of
Accordingly, X must report $50,000 in equipment, etc., a supporting scheduleLine 39. Section 118 exclusioncolumn (a), $20,000 (research costs that lists those categories of expenses

Report on line 39 any inducementswhich are not attributable to the machine and their details will satisfy the
received in the current year and treateditself) in column (b), and $70,000 in requirement to separately state and
as contributions to the capital of acolumn (d). X must also report $6,000 in adequately disclose. In order to
corporation by a non-shareholder. Reportcolumn (a), ($4,000) in column (b), and separately state and adequately disclose
in column (a) any income amount as a$2,000 in column (d) on Part III, line 32, the employee termination costs, it is not
negative number and any expenseDepreciation. required that an anticipated termination
amount as a positive number. cost amount be listed for each employee,Example 24. Corporation X is a

or that each asset (or category of asset)Corporations must identify on ancalendar year taxpayer that was required
be listed along with the anticipated lossaccompanying schedule referencing lineto file Schedule M-3 for its 2010 tax return
on disposition.39 the fair market value of land or otherand is required to file Schedule M-3 for its

property (including cash) provided to the The attached schedule should have2011 tax year. During 2011, X incurred
corporation by any non-shareholder, five columns. The first column has the$10,000 of research and development
including a governmental unit or civic description for the next four columns. Thecosts related to social sciences that it
group, as an inducement, or for any other second column is column (a) expense perrecognized as an expense in its financial
purpose. Include inducements for the income statement, the third column isstatements. X adopted the current
corporation to locate its business in a column (b) temporary difference, theexpense method to research and
particular state, municipality, community, fourth column is column (c) permanentexperimental expenditures for U.S.
or locality for the purpose of enabling the difference, and the fifth column is columnincome tax purposes. Because such
corporation to expand its existing (d) deduction per tax return. Every itemcosts are not allowable costs under
operating facilities, including corporate listed on the attached schedule for line 40section 174, X must report $10,000 in
headquarters, distribution center(s), or must always have columns (a) + (b) + (c)column (a), permanent difference
factory(ies) (“inducements”). = (d). Each item with amounts in columns($10,000) in column (c), and $0 in column

(a), (b), (c), and (d) will be totaled andOn the accompanying schedule also(d). If such costs are otherwise deductible
included as one line on line 40 on theidentify any inducements that includefor U.S. income tax purposes, X must
face of the schedule.refundable or transferable tax credits,report this item of expense on Part III, line

including transferable credits that were40, Other expense/deduction items with Comprehensive income. If any
sold.differences. “comprehensive income” as defined by

SFAS No. 130 is reported on this line,The schedule must separately state,Example 25. Corporation X is a
describe the item(s) in detail as, foradequately disclose, and identify all of thecalendar year taxpayer that was required
example, “foreign currency translationdollar amounts summarized by this line.to file Schedule M-3 for its 2010 tax return
adjustments—comprehensive income”An accompanying schedule is requiredand is required to file Schedule M-3 for its
and “gains and losses oneven if there are no dollar amounts2011 tax year. During 2011, X paid
available-for-salereported on line 39.$75,000 to acquire or in-license intangible
securities—comprehensive income.”assets under a collaborative arrangement Line 40. Other Expense/
Reserves and contingent liabilities.with another company that X recognized Deduction Items With Report on line 40 amounts related to theas a research and development expense Differences change in each reserve or contingentin its financial statements. X adopted the

Separately state and adequately disclose liability that is not required to be reportedcurrent expense method to research and
on Part III, line 40, all items of expense/ elsewhere on Schedule M-3. Forexperimental expenditures for U.S.
deduction that are not otherwise listed on example: (1) amounts relating to changesincome tax purposes. Because payments
Part III, lines 1 through 39. in reserves for litigation must be reportedmade to acquire rights to a product or

on Part III, line 13, Judgments, damages,technology are excluded costs from the Attach a schedule that describes and
awards, and similar costs; and (2)definition of research and experimental itemizes the type of expense/deduction
amounts relating to changes in reservesexpenditures, X must report $75,000 in and the amount of each item, and
for uncollectible accounts receivable mustcolumn (a), ($75,000) in column (c), and provides a description that states the
be reported on Part III, line 33, Bad debt$0 in column (d). X must report any expense/deduction name for book
expense/agency balances written off. Seeamortization otherwise allowable related purposes for the amount recorded in
Example 9 and Example 27.to the payments on Part III, line 30, Other column (a) and describes the adjustment

amortization or impairment write-offs. being recorded in column (b) or (c). The Report on Part III, line 40, the
entire description completes the tax amortization of various items of prepaidExample 26. Corporation X is a
description for the amount included in expense, such as prepaid subscriptionscalendar year taxpayer that was required
column (d) for each item separately and license fees, prepaid insurance, etc.to file Schedule M-3 for its 2010 tax return
stated on this line.and is required to file Schedule M-3 for its Report on line 40, column (a),

2011 tax year. X adopted the current The schedule of details attached to the expenses included in net income reported
expense method for research and Schedule M-3 for line 40 must separately on Part I, line 11, that are related to
experimental expenditures for U.S. state and adequately disclose the nature reserves and contingent liabilities. Report
income tax purposes. During 2011, X and amount of the expense related to on line 40, column (d), amounts related to
incurred $100,000 of research and each reserve and/or contingent liability. liabilities for reserves and contingent
development costs that X recognized as The appropriate level of disclosure liabilities that are deductible in the current
an expense for both financial accounting depends upon each taxpayer’s tax year for U.S. income tax purposes.
and U.S. income tax purposes. A portion operational activity and the nature of its Examples of reserves that are allowed for
of the expenses were credit eligible accounting records. For example, if a book purposes, but not for tax purposes
expenses, and X claimed a research corporation’s net income amount reported include restructuring reserves, reserves
credit of $1,000. X did not make the in the income statement includes for discontinued operations, and reserves
reduced credit election under section anticipated expenses for a discontinued for acquisitions and dispositions. Only
280C. Accordingly, since X’s financial operation as a single amount, and its report on line 40 items that are not
accounting method does not specify general ledger or other books, records, required to be reported elsewhere on
otherwise, X must report $100,000 in and workpapers provide details for the Schedule M-3, Parts II and III.
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Example 27. Life insurance company Q also has a Legal reserve where Line 41. Total Expense/
Q is a calendar year taxpayer that was $300,000 was expensed for financial Deduction Items
required to file Schedule M-3 for its 2010 accounting purposes and a ($100,000)

Report on Part II, line 27, columns (a)tax year and is required to file Schedule temporary difference was calculated to
though (d), as applicable, the negative ofM-3 for its 2011 tax year. On July 1 of arrive at the income tax deduction of
the amounts reported on Part III, line 41,each year, Q has a fixed liability for its $200,000. The schedule attached to Q’s
columns (a) through (d), as applicable.annual insurance premiums on its home return for Part III, line 40 must be
Report positive amounts as negative andoffice building that provides a 12-month separately stated and adequately
negative amounts as positive. Forcoverage period beginning July 1 through disclosed as follows:
example, if Part III, line 41, column (a),June 30. In addition, Q historically
reflects an amount of $1 million, thenColumnprepays 12 months of advertising

(a) Column report on Part II, line 27, column (a), ($1expense on July 1. On July 1, 2011, Q Expense Column Column (d) million). Similarly, if Part III, line 41,per (b) (c) Deductionprepays its insurance premium of
column (b), reflects an amount ofIncome Temporary Permanent per Tax$500,000 and advertising expenses of

Description Statement Difference Difference Return ($50,000), then report on Part II, line 27,$800,000. For statutory accounting
column (b), $50,000.Prepaidpurposes, Q capitalizes and amortizes the

insuranceprepaid insurance and advertising over 12 premium
expensedmonths. For U.S. income tax purposes, Q
notdeducts the insurance premium when
capitalized $250,000 $250,000 -0- $500,000paid and amortizes the advertising over
Legalthe 12-month period. In its annual
expensestatement, Q treats the differences reserve $300,000 ($100,000) -0- $200,000

attributable to the annual statement
Total Linetreatment and U.S. income tax treatment
40 $550,000 $150,000 -0- $700,000

of the prepaid insurance and advertising
as temporary differences.

-23-Instructions for Schedule M-3 (Form 1120-L) (2011)


	General Instructions
	What's New
	Purpose of Schedule
	Where To File
	Who Must File
	Special Filing Requirements for Mixed Groups

	Other Issues Affecting Schedule M-3 Filing Requirements
	Other Form 1120-L Schedules Affected by Schedule M-3 Requirements
	Schedule L
	Consolidated Return (Form 1120-L, Page 1)

	Entity Considerations for Schedule M-3
	Reportable Entity Partner Reporting Responsibilities

	Consolidated Schedule M-3 Versus Consolidating Schedules M-3 for Form 1120-L Groups
	Schedule M-3 Consolidation for Mixed Groups (1120/L/PC)

	Completion of Schedule M-3 and Certain Allocations, Limitations, and Carryovers

	Specific Instructions for Part I
	Part I. Financial Information and Net Income (Loss) Reconciliation
	When To Complete Part I
	Line 1. Questions Regarding the Type of Income Statement Prepared
	Line 2. Questions Regarding Income Statement Period and Restatements
	Line 3. Questions Regarding Publicly Traded Voting Common Stock
	Line 4. Worldwide Consolidated Net Income (Loss) per Income Statement
	Line 5. Net Income (Loss) of Nonincludible Foreign Entities
	Line 6. Net Income (Loss) of Nonincludible U.S. Entities
	Lines 7a, 7b, and 7c. Net Income (Loss) of Other Foreign Disregarded Entities, Net Income (Loss) of Other U.S. Disregarded Entities, and Net Income (Loss) of Other Includible Entities
	Line 8. Adjustment to Eliminations of Transactions Between Includible Entities and Nonincludible Entities
	Line 9. Adjustment To Reconcile Income Statement Period to Tax Year
	Line 10a. Intercompany Dividend Adjustments To Reconcile to Line 11, Line 10b. Other Statutory Accounting Adjustments To Reconcile to Line 11, and Line 10c. Other Adjustments To Reconcile to Amount on Line 11
	Line 11. Net Income (Loss) per Income Statement of Includible Corporations
	Line 12. Total Assets and Liabilities of Entities Included or Removed on Part I, Lines 4, 5, 6, and 7

	Specific Instructions for Parts II and III
	General Format of Parts II and III
	When To Complete Columns (a) and (d)
	When To Complete Columns (b) and (c)

	Reporting Requirements for Parts II and III
	General Reporting Requirements

	Part II. Reconciliation of Net Income (Loss) per Income Statement of Life Insurance Companies With Taxable Income per Return
	Lines 1 Through 8. Additional Information for Each Life Insurance Company
	Line 1. Income (Loss) From Equity Method Foreign Corporations
	Line 2. Gross Foreign Dividends Not Previously Taxed
	Line 3. Subpart F, QEF, and Similar Income Inclusions
	Line 4. Section 78 Gross-Up
	Line 5. Gross Foreign Distributions Previously Taxed
	Line 6. Income (Loss) From Equity Method U.S. Corporations
	Line 7. U.S. Dividends Not Eliminated in Tax Consolidation
	Line 8. Minority Interest for Includible Corporations
	Line 9. Income (Loss) From U.S. Partnerships and Line 10. Income (Loss) From Foreign Partnerships
	Line 11. Income (Loss) From Other Pass-Through Entities
	Line 12. Items Relating to Reportable Transactions
	Line 13. Interest Income
	Line 14. Accrual of Bond Discount
	Line 15. Hedging Transactions
	Line 16. Mark-to-Market Income (Loss)
	Line 17. Deferred and Uncollected Premiums
	Line 18. Sale Versus Lease (for Sellers and/or Lessors)
	Line 19. Section 481(a) Adjustments
	Line 20. Amortization of Interest Maintenance Reserve
	Line 21. Original Issue Discount and Other Imputed Interest
	Line 22. Market Discount Reclassification
	Line 23a. Income Statement Gain/Loss on Sale, Exchange, Abandonment, Worthlessness, or Other Disposition of Assets Other Than Pass-Through Entities
	Line 23b. Gross Capital Gains From Schedule D, Excluding Amounts From Pass-Through Entities
	Line 23c. Gross Capital Losses From Schedule D, Excluding Amounts From Pass-Through Entities, Abandonment Losses, and Worthless Stock Losses
	Line 23d. Net Gain/Loss Reported on Form 4797, Line 17, Excluding Amounts From Pass-Through Entities, Abandonment Losses, and Worthless Stock Losses
	Line 23e. Abandonment Losses
	Line 23f. Worthless Stock Losses
	Line 23g. Other Gain/Loss on Disposition of Assets
	Line 24. Capital Loss Limitation and Carryforward Used
	Line 25. Other Income (Loss) Items With Differences
	Line 27. Total Expense/ Deduction Items
	Line 28. Other Items With No Differences
	Line 29a. Life Insurance Subgroup Reconciliation Totals
	Line 29b. 1120 Subgroup Reconciliation Totals
	Line 29c. PC Insurance Subgroup Reconciliation Totals
	Line 30. Reconciliation Totals

	Part III. Reconciliation of Net Income (Loss) per Income Statement of Includible Corporations With Taxable Income per Return—Expense/ Deduction Items
	Lines 1 Through 6. Income Tax Expense
	Line 7. Foreign Withholding Taxes
	Line 8. Equity Based Compensation
	Line 9. Capitalization of Deferred Acquisition Costs
	Line 10. Amortization of Deferred Acquisition Costs
	Line 11. Meals and Entertainment
	Line 12. Fines and Penalties
	Line 13. Judgments, Damages, Awards, and Similar Costs
	Line 14. Parachute Payments
	Line 15. Compensation With Section 162(m) Limitation
	Line 16. Pension and Profit-Sharing
	Line 17. Other Post-Retirement Benefits
	Line 18. Deferred Compensation
	Line 20. Charitable Contribution of Intangible Property
	Line 21. Charitable Contribution Limitation/Carryforward
	Line 22. Change in Section 807(c)(1) Tax Reserves
	Line 23. Change in Section 807(c)(2) Tax Reserves
	Line 24. Change in All Other Section 807(c) Tax Reserves
	Line 25. Section 807(f) Adjustments for Change in Computing Reserves
	Line 26. Section 807(a)(2)(B) Tax Reserve Amount With Respect to Policyholder Share of Tax Exempt Interest
	Line 27. Current Year Acquisition/Reorganization Costs
	Line 28. Amortization of Acquisition, Reorganization, and Start-Up Costs
	Line 29. Amortization/Impairment of Goodwill, Insurance in Force and Ceding Commissions
	Line 30. Other Amortization or Impairment Write-Offs
	Line 31. Section 846 Amount
	Line 32. Depreciation
	Line 33. Bad Debt Expense and Agency Balances Written Off
	Line 34. Corporate Owned Life Insurance Premiums
	Line 35. Purchase Versus Lease (for Purchasers and/or Lessees)
	Line 36. Interest Expense
	Line 37. Domestic Production Activities Deduction
	Line 38. Research and Development Costs
	Line 39. Section 118 exclusion
	Line 40. Other Expense/Deduction Items With Differences
	Line 41. Total Expense/Deduction Items



