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Section 965



Output for Section 965 consists of 7
new forms

« Transition Tax Statement or TTS

«  Elections 965(h)(1), 965(i)(1),
965(m)(1)(b), and 965(n)

« Notice 2018-13

* 1120 965 Taxable Income Form
(internal designed - 1120 only)

Input consists of one worksheet and
two interview forms (FRI-1 and FRI-2)

All gov't 965 forms, except for the 1120
965 Taxable Income Form, have cross
references

Section 965 data is not accumulated
in a consolidated return

« Sinceitisfiled ona
consolidated basis it needs to
be entered at the consolidated
level

For purposes of this discussion we
will concentrate on 1120 and 1120S

First, some basic background for
Section 965 follows
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- Section 865 Transition Tax Statement

Note: Mumber in parenthesis is special allocation code for 1085 and 11205 only.

Section 965 ltems

Total amount reguired te be included in income of section 985(a) (3817)
Aggregate foreign cash position, if applicable

Total deduction under section 965(c) - override (5214}

Total deemed paid foreign taxes associated with total amount

Total deemed paid foreign taxes disallowed

Total net tax liabilty under section 962(h)(6) - override

Amount of net tax liability to be paid in installments - override

Amount of net tax liability which has been deferred - override

Beneficiary Distribution Amounts - 1041 Only

—

Amount

£ £000000 X

r—

—

Selert B E] Tof3

Section 965

[ Add || Delete |[ insert |

Beneficiary number
(a) Income

[c) Deduction




= Section 965 was added by the Tax Cuts and Jobs Act of 2017 (TCJA)
= It will affect 1120 and 1120S returns for only two years, 2017 and 2018

= |tis temporary transition tax to the new participation exemption regime created
by code section 245A which allows a domestic corporation, that is a U.S.
shareholder of a specified 10% foreign corporation (SFC), a 100% dividends
received deduction (“DRD”) for the foreign-source dividends received from the
foreign corporation

= Section 965 imposes a mandatory transition tax to this new participation
exemption system under section 245A by requiring a mandatory inclusion in
zncon;e of the accumulated foreign earnings of a “specified foreign corporations”
SFCs

= |t applies to any U.S. shareholders in a “specified foreign corporation” (SFC) which
is a controlled foreign corporations or U.S. shareholders of a foreign corporation
that has at least one 10% domestic corporation as a shareholder or shareholders

= |t affects 1120, 1120-PC, 1120L, 1120S, 1120-RIC, 1120-REIT, 1065, 990, 1040 and 1041
returns

« There is no mention of it applying to 1120-F or 1120-C returns in any guidance so far
received from the IRS
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= In simplified terms, the mandatory inclusion amount the taxpayer includes in their
taxable income consists of the difference between section 965(a) income and the
965(c) deduction

= 965(a) income is the greater of the accumulated post-1986 deferred foreign
income determined as of November 2, 2017, or December 31, 2017 from the SFC

= The 965(a) income must be determined by the preparer. There is no automatic
calculation for it in our system

= 965(c) Deduction

e The net 965 inclusion is subject to tax at 2 reduced rates of 15.5% for foreign cash positions and 8% for
the remaining amount

« The two rates are achieved by allowing a deduction against the required inclusion, based on the top
marginal corporate income tax rate applicable in the year the US shareholder recognizes the Section 965
mandatory inclusion

» This deduction is referred to as the 965(c) deduction

= Qur system will automatically calculate the 965(c) deduction and provides a
drilldown screen to show how we arrived at the amount or it can be overridden
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IRC 965 Transition Tax Statement (Portable Document Format with a filename of '965 Tax)

. The drilldown

screen accessed Taxpayer Name: 965, INC. SSN/FEIN: 41-2341234
off of line 3 of ltem Amount
the new IRC 965
Transition Tax Total amount required to be included in income by reason of section
Statement 965(a). Line1 $ 6000000,
Aggregate foreign cash position, if applicable Line2 $
Total deduction under section 965(c). Line3 $4628571
Total deamed g B Total Deduction under Section 963(c) - 2017C:c_9654:V1 = [}
required to be i
Total deemed p Total Deduction under Section 965(c)
L Amount Required to be Included in Income under Sec 965(a)
-gl—gzzjh?{z;,t\a:ﬁ::zj (1) Total required inclusion ’m
app“ Cable, whi Aggregate Foreign Cash Position
(2) Aggregate foreign cash posttion, if applicable ’I.i
Amount of the 1 () Lesseror{f)or (2) e
instaliments und 15.5 Percent Rate Equivalent Percentage
(4) Section 15 blended corporate rate under Section 365(c)(2) ,m
Amount of the 1 (5) Subtract 15.5% from (4) 0.185000000
has been defen (B) Divide (5) by (4) 0.557142857
Sec 965(c) Deduction Related to 15.5% Rate Equivalent Percent
Listing of appliq (TRl 2y 6] -
if appllcable (8) Subtract (3) from (1) §000000
8 Percent Rate Equivalent Percentage
M (9) Subtract 8% from (4) 0.270000000
(10) Divide {3) by (4) [ 0.771428571
. Sec 9656(c) Deduction Related to 8% Rate Equivalent Percent
Section 965(h) (11) Muiply (8) by (10) [ ae2ss71
Total 2017 Tax Year Secxtion 965(c) Deduction
Section 965() (12) Total (7) and (1) [ ae2ss71
* Override ’l.i
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=  The “net tax liability” as a result of Section 965 is determined by comparing the corporation’s
net tax liability without the mandatory 965 inclusion to its net tax liability with the 965
inclusion

= The difference between the two net tax liabilities is the section 965 tax
= This approach requires the tax program to do a complete second tax calculation
= The reporting requirements for 1120, 1120-PC, and 1120L are different than the other systems

=  The IRS wants the 1120, 1120-PC, and 1120-L filed to be Before any section 965 mandatory
inclusion which we refer to as the “pre-965" calculation

= |n all other systems, including 1120-REIT and 1120-RIC, the return filed is After the section 965
mandatory inclusion

« This means the net 965 inclusion amount (965(a)income less the 965(c) deduction) is
shown as other income in a non 1120, PC, or L return

= We document the 1120, 1120-PC, and 1120L “post-965” calc on the “Taxable Income with Section

965” workpaper under the Section 965 government menu (an example is shown on the next
slide)

e Itis not produced for an 1120-REIT or an 1120-RIC
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. 1120 Section 965
Taxable Income
workpaper
example

- This form does
not print in any
copies of the
return

1‘;1 Wolters Kluw

N sl

Section 965 Taxable Income

48 Federal

Sch B - Additional Information for Schedule |

[E] Sch M-3Page2- Part I

4136 - Credit for Federal Tax Paid on Fuels
4626 - Alternative Minimum Tax

[ 3810 - Passive Activity Loss and Credit Limita
8916-A - Supplemental Attachment to Sched
Rental Income (Loss) Schedule

-] Tax Provision Temporary Differences Detail

] Tax Balance Summary
/5] Corporation Retum Summary Continuation

88 1120 Consolidated

[ 1120 - US. Corporation Income Tax Return
S8 1120-W - Estimated Taxfor Corporations

5] 5ch M-3 Page 1- Part |

5] 5ch M-3 Page 3 - Part

[ 1118 - Foreign Tax Credit

{8 2220 - Underpayment of Estimated Tax by Co
8 4562 - Depreciation

5] Adjusted Current Earnings Warksheet

{8 8903 - Domestic Production Activities Deducl
2] 8926 - Disqualfied Corporate Interest Expense
-E] Summary of Rent/Royaty Activity

29 Section 963

IRC 965 Transition Tax Statement
Taxable income with Section 965

5] Corporation Retum Summary
L Carryover Information

] Federal Link Workshest

Total ncome from NeTaXTEIUM e
Net Section 965 NCOME | e

TOWRINOOME e e

Deductions:

Compensationof officers
SaelariesandWages

Repairs

ddels
L1

Taxes

Contributions

Advertising

Pension, profitsharing, efc, plans e
Employee DENefit PrOGrams | e
Domestic production activities deduction

Other deductions

Taxable income before NOL and specialdeductions ..
Less NOLGBAUCTION e
Specidl deductions

TaxaDIRNCOME(I0SS) e

INCOMETBX e e

Othertaxes

Totaltaxes

OB e

NLTBBRDITY

696.

1,717,865,

h5.000 .
600,000,

615,000.

70,000,

" 22,000,

St

1,100.

Depreciation not clAimed eSSNEre e 200,000.
DBOIHON e

12,000,

459.

260, 000.

Toddesutos ... ___ 5555,

49,441,

40,000,

4,800,

4,641,

1,718,561,

696.

1,717,865,




= This is the extent of the post-965 tax calculations audit trail

e AMT, credits, NOL and various limitations such as charitable contribution 10% taxable
income limit are recalculated to reflect the additional 965 income inclusion

¢ No statements are produced

= Proforma amounts to 2018 will be based on Section 965 taxable income and not the
taxable income shown on the 1120 return
e Carryovers related to AMT are not adjusted for section 965 since AMT is repealed for 2018

= If a more detailed audit trail is desired we recommend making a second version of
the return, delete the section 965 input data, and then enter the net 965 income
amount as an open line Other Income item on the Business > Income worksheet
(Interview Form A-1, box 112)
e This is essentially the same approach we take in our calculation of Section 965 Taxable
Income
« Proforma amounts from this second version may in some instances be more complete
and accurate

« If the preparer prefers the accuracy of this second version they may override our 965 tax
calculation by entering the difference between the tax from the first and second version
on the Foreign > Section 965 worksheet > line 6 “Total Net Tax Liability under section
962(h)(6) — override field (Interview Form FRI-1, box 35)
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=  The net tax liability under Section 965 is shown on Form 1120, Schedule J, line 11

Form 1120 (2017) 365, INC. 41-2341234 Page3
| Schedule J | Tax Computation and Payment (see insmuctions)
Part | - Tax Computstion
1 Gheck if the corporation is a member of a controlled group (atach Schedwle O (Form 14200} ' ___
2 Income tax Gheck if a qualffied personal service conporation.
SeinSWUCONS . B L] 2 0.
Alternative minimum tax (attach Form 4828) . 3
Add lines 2 and 3 _ U I | 0.
2 Foreign tax credi [ali:w‘I Form 1118]
b Credit from Form 8834 (see ITEH'HI-'MHS"
¢ General business credit (attach Form 3800}
d Credit for prior year mimimum Gx (attach Form 8827
e Bond credits from Form 8912
Total credits. Add limes Sathreugh 52 e g
Subtractlne @ fromlime & e | T 0.
8 Personal holding company tax (attach Schedule PH (Form 192000 e B
9a Recapture of mvestment credit (attach Form 4255)
b Recapture of low-income houwsing credit (attach Form 8611) e
¢ Interest due under the look-back method-completed long- term nmnms
(attach Form 8887) -
d Interest due under ﬂle I-:-ut-had: melmd-mmume fnﬂcasl melm:l [a'nad'l F-:-rm SBﬂB'l .
& Alternative tax on qualifying shipping actvities (attach Form B802) 1]
f  Other {see mstructions - aftach statement) . |Lof

EA ER A

3

A B

10 Total. Add fines 8a throsghef -

11 Total tax. Add lnes 7, 8, and 10. Enter here and on pa-ge 1 Enes1 l STMT 8 T 2329 3Q
Part Il - Payments and Refundable Credits CTHEE TAEES THOLTDED OTATEMENT &
12 2016 overpayment credited to 2017 IN TOTAL TAX LIME

13 207 estimated tax payments

14 2017 refund applied for on Farm 1138 CODE
15  GCombine fnes 12, 13,and 14 TYFE OF TAK SECTION AMOTINT

16  Tax deposited with Form 7004 COMPUTATION OF TAX

17 Withholding {see instructions ) —
cormreeiecnecncece: [ apoTTION 845 TAT 232933,
18 Total payments. Add lines 15, ‘IB an-d 1? E

19 Refundable credits from:

a Faorm 24389

TOTAL OTHER TAZE3J TO TOTAL TAX LINE 232933.
[P

= For an 1120, 1120-PC and 1120L return the only place the Section 965(a) inclusion, the Section
965(c) deduction, and the foreign income taxes paid related to the Section 965 inclusion are

shown is on the Section 965 Transition Tax Statement and never on the return
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IRC 965 Transition Tax
Statement (TTS)

Prints in all copies of the
return as the last form
before the statements

Filed electronically as a
pdf attachment

Taxpayer or officer has to
physically sign the form
and then make a pdf file of
the signed TTS to attach to
the return

:::) Wolters Kluwer

IRC 865 Tranzition Tax Statement (Portable Document Format with a filename of "985 Tax’)

Tampayer Name: 365, INC. sswFEmN:  41-2341234
Item Amount

Total amount reguired to be included in income by reason of section
985(a). Section 365(a) income Line 1 § 6000000,
Aggregate foreign cash position, if applicable. Line 2 §
Total deduction under section B65(c). Section 965(c) deduction Line3 % 4628571.
Total deemed paid foreign taxes associated with the total amount
required to be included in income by reason of section 965(a). Line 4a §
Total deemed paid foreign taxes disallowed pursuant to IRC 985(gH1). Line 4b §
Total net tax iability under section 935 (as determined under section
865(h)(8}, without regard to whether such paragraph iz applicable), if

i i i aspessed ] , ] i 232933.
applicable, which will be - Sec 965 tax that carries to Schedule J, line 11~ b5 $
Amount of the net tax liability under saction 885 to be paid in
installments under section B85(h), if applicable. 365(h){1) election to pay installments Line 8 & 232533.
Amount of the net tax liability under section 865, the payment of which
has been deferred, under zection 865(]), if applicable. Line 7 &

Lizting of applicable electionz under section 985 or the election provided for in Notice 2018-13 that the taxpayer haz made,

if applicable.

Provigion Under Which Election iz Made Title

Attached [ or N}

Election to Pay Met Tax Liability
Under Section 965 in Inztallments
under Section 965(hi(1).

Section 985(h1)

¥

S Corporation Shareholder Election
to Defer payment of Met Tax
Liahility Under Section 965 Under
Section BE5{H1)

Section 985()(1)

Statement for Real Estate
Investment Trustz Electing
Deferred Incluzionz Under Section
851(al1) By Reason of Section 965
Under Section 965{m)i1 B}

Section 885{mi{1}HE)

Election Mot to Apply Net Operating

Section 965
sction n} Loss Deduction under section 885(n}

Election Under Section 3.02 of
Maotice 2018-13 to Use Altemative

) . .
Notice 201813, Section 3.02 Method to Compute Post- 1086

Eamings and Profits

Under penalties of perjury, | declare that | have examined this statement, and to the best of my knowledge and belief, T is true, comect, and complete.

Declaration of preparer (other than taxpayer) is based on al information of which preparer has any knowledge.

Signature of Taxpayer and/or Officer



] TTS Interview form Cross Reference

IRC 965 Transition Tax Statement

Government Form CCH ProSystem fx Forms

IRC 965 Transition Tax Statement (Portable Document Format with a filename of "985 Tax')

Taxpayer Name: 265, INC.

Item

Total amount reguired to be included in income by reazon of section

Aggregate foreign cash position, if applicable.

Total deduction under section 865(c).

d paid foreign taxes associated with the total amount

required to be included in income by reason of section 965(a).

Total deemed paid foreign taxes dizallowed pursuant to IRC 985(gH1).

Total net tax liability under aection 865 (az determined under =ection
985(h)(6), without regard to whether such paragraph iz applicable), if

applicable, which will be assessed.

Amount of the net tax liability under section 965 to be paid in

inztalliments under section 865(h), if applicable.

Amount of the net tax liability under section 985, the payment of which

has been deferred, under section 865(], if applicable.

Line 1 Form FRI-1Box 30
Line 2 Form FRI-1 Box 31
085(a).
Line 3 Calculated
Form FRI-1 Box 32 - Override
Line 4a Form FRI-1 Box 33
Total d
Line &b Form FRI-1 Box 34
Line 5 Calculated
Form FRI-1 Box 35 - Override
Line 6 Election 965(h)(1) line &
Form FRI-1 Box 36 - Override
Line 7 Election 965(i)(1) 3

Form FRI-1 Box 37 - Override

Checkbox - Section 965(h)(1) election

¥ if Election 965(h)(1) is in return, else N
Form FRI-1 Box 50 - Override

Checkbox - Section 965(i)(1) election

Y if Election 965(i)(1) is in return, else N
Form FRI-1 Box 51 - Override

Checkbox - Section 965(m)(1)(B) election

¥ if Election 965(m)(1)(B) is in return, else N
Form FRI-1 Box 52 - Override

SSMN/FEIN:

Line 1 §

Line 2 §

Line 3 §

Line4a §

Line 4b $

Line 5 §

Line & $

Line 7 §

41-2341234

Amount

6000000.

4628571.

232333.

Lizting of applicable elections under 2ection 985 or the election provided for in Motice 2018-13 that the taxpayer haz made,

if applicable.

Provizion Under Which Election iz Made

Title

Attached [¥ or N}

Section 985(h){1)

Election to Pay Met Tax Liability
Under Section 965 in Installments
under Section §85{hi(1).

Section 985()(1)

S Corporation Shareholder Election

to Defer payment of Met Tax
Liability Under Section 985 Under

Section 965(1}

Checkbox - Section 965(n) election

¥ if Election 965(n) is in return, else N
Form FRI-1 Box 53 - Override

Section 985(m}{1}B)

Statement for Real Estate
Investment Trustz Electing
Deferred Inclusions Under Section
851(a){1) By Reason of Section 985

Under Section 965(m){11B)

Section 985(n}

Election Mot to Apply Met Operating
Loss Deduction under section 885(n)

Checkbox - Notice 2018-13 Section 3.02 election

Y if Notice is in return, else N

Form FRI-1 Box 54 - Override

Motice 2018-13, Section 3.02

Election Under Section 3.02 of
Motice 2018-13 to Uze Altemative
Method ta Compute Post-1986

Eamings and Profitz

Signature

Form FRI-1 Box 60

9@ Wolters Kluwer

Under penalties of perjury, | declare that | have examined this statement, and to the best of my knowledge and belief, i is true, comect, and complete.
Declaration of preparer jother than taxpayer) is based on all information of which preparer has any knowledge.



= The tax payment related to the transition tax is due by the due date of the tax
return without extension

» However, Code Section 965(h) allows for taxpayers to make an election to pay the
transition tax over an eight-year period with no interest

= In order to make a payment resulting from the Code Section 965 transition tax, a
taxpayer needs to make two separate payments

= One payment needs to reflect the tax owed on the tax return without regard to
Code Section 965

= The second payment needs to reflect tax owed resulting from Code Section 965

= Both payments must be paid by the due date of the applicable return without
extension.

= For an 1120 return the 965 payment must be made through wire transfer from the
corporation’s financial institution
e Payment by EFTPS is not allowed

3@ Wolters Kluwer



= 965(h)(1) Election

=  Section 965 tax
may be paid in
eight annual
installments by
making the
965(h)(1) election

- Election Made on
the Foreign >
Section 965
worksheet > line 20
(Interview Form
FRI-2, box 40)

=  Printsin all copies
after the TTS

9@ Wolters Kluwer

Taxpayer Hame: 265, INC.

Taxpayers Identification Number:  41-2341234

STATEMENT ATTACHED T AND MADE PART OF
FoRm 1120

Name of Taxpayer Tax Form: U S. CORPORATION TAX RETURN

ELECTION TO PAY NET TAX LIABILITY UNDER SECTION 965 IN INSTALLMENTS UNDER
SECTION 985(h)(1)

365, INC.

elects to pay the Net 965 Tax Liability eligible for installments [a= defined herein), for the taxable yearended 12/31/2017 in

_—

8 inatallments.

TAXPAYER'S NET 865 TAX LIABILITY ELIGIELE FOR INSTALLMENTS:

{a) Taxpayer's net tax liability for the taxable year with all 985 related amounts

232333,

{b) Taxpayer's net tax liability for the taxable year without 985 related amount=

(o) Met 865 Tax Liability (excess of (a) over (b))

232333,

(d) if applicable, 5 Corporation shareholder deferred Met 885 Tax Liability for the
taxable year, otherwize zerg

(e) Met 865 Tax Liability eligible for installment payments (excess of (2 over (d))

ANTICIPATED INSTALLMENT PAYMENT SCHEDULE:

1. Current tax year (8% of amount on line (e}

232333.

18635.

2. Second tax year (B% of amount on line ()

18635.

3. Third tax year (8% of amount on line ()

18635,

4. Fourth tax year (8% of amount an line (g))

18635.

5. Fifth tax year (B% of amount on line (g))

18635.

6. Sixth tax year (15% of amount an line (e))

jd340.

7. Seventh tax year (20% of amount on fine (e]}

46587.

8. Eighth tax year (25% of amount on line [])

58231.




Cross Reference for 965(h)(1) Election

- Election for Section 965(h)(1) Tavpayer Name: 965, INC.
I Taxpayer's ldentification Mumber: _ 41-2341234
Government Form CCH ProSystem fx Forms
STATEMENT ATTACHED TO AND MADE PART OF
I FORM 1120
Automatic
Attached to form MName of Taxpayer Tax Form: U.5. CORPORATION TAX RETURN

Form FRI-2 Box 30 - if different
ELECTION TO PAY MET TAX LLABILMY UNDER SECTION 885 IN INSTALLMEMNTS UMDER

SECTION 885M)(1)

Automatic

Mame of taxpayer form 965, INC.
Form FRI-? Box 31 - if different e2cts to pay the Net B85 Tax Liability eligible for installments [as defined herein), for the taxable yearenged 12/ 3172017 Jin
Binstaliments.
Automatic TAXPAYER'S NET 885 TAX LIABILITY ELIGIBLE FOR INSTALLMENTS:

Name of taxpayer {8) Taxpayersnet tax kability for the taxalie year with all 865 related amounts 232933,

Form FRI-2 Box 32 and 33 - if different
[b) Taxpayers net tax Kability for the taxable year without 965 related amounts

Taxable year Automatic 5} Met 985 Tax Liability (excess of (a) over b]) 232933,
{d) ¥ applicable, S Corporation shareholder deferred Net B85 Tax Liability for the
(a) Calculated taxahie year, otherwise Zero
Form FRI-2 Box &1 - Override [} Met 885 Tax Liability eligible for instalment payments (excess of (¢) over (d)) 232933,
Calculated ANTICIPATED INSTALLMENT PAYMENT SCHEDULE:
(b) 1. Cumenttax year (3% of amount on ine (2] 18635.
Form FRI-2 Box 42 - Override
2. Second tax year (8% of amount on line (2 18635.
(c) Calculated 3. Third tax year (5% of amount on ine ()] 18635.
I 4. Fourth tax year (836 of amount on ne jg]) 18635.
(d) Form FRI-1 Box 37 5. Ffth 1ax year % of amount on line fe) 18635.
| Form FRI-2 Box 43 - Override 6. Sixth tax year (15% of amount on line (g]) 34940,
(e) Calculated 7. Seventh tax year (20% of amount on ine (] 46587,
| . B. Eighth fax year (25% of amount on line (e} 58231.
1-8 Calculated using (e) above -
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Form 1120(2017) 965, INC. 41-2341234 Pages
L. [ Schedule J | Tax Computation and Payment (see nswucions)
= 1f965(h)(1) election is Part |- Tax Computation
‘hi 1 Check if the corporation is a member of a controlled group (atach Scheduwle O Form 1120y L
rnade the remalnlng seven 2 Income tax Gheck i a qualified personal service comporation.
installments are show on SERMSWUCHONS e P | 2 0.

Schedule J, Part Il, line 19d $ Aermative minimum tax (atach Form 4826)
4 Addlines 2 and 3

as other refundable credits G2 Foreon te cret (amach Form 1178]
while the total 965 tax is Gredit rom Form 8234 (e nsiuctons] .

b
. ¢ General business eredit (attach Form SMD]
Shown on llne n d  Gredit for prier year minimum tx (attach Fu:urm ﬁBZ?]
e

Bond credits from Formeatz
. . &  Total credits. Add lines 5a through 58
. In this example, which has 7 Sbtactinesfomlnes

only section 965 tax, the & Personal hokling company a (atach Sehedule PHForm ti20) ___________|4®
' % Recapture of vestment creit (atachForma2ss) |

net tax due with the return S
nets to the first installment t Interest due under the look-back meshod-comgleted long-term contra
Of $18,635 ($232,933 leSS {attach Form 8887) _

d Interest theurltiu'dl! I-:nnt-llad meﬁoﬂ-mwmefmcasl melmd [anaeh Furm SBﬂEﬂ .

$214'298) & Altemative i on qualfying shipping acfvities atach Formesoz) | o

f Other (see mstuctions - attach statement)

10 Total. Add lines ga throughef SO .

- The remaining seven 11 Total tax. Add fines 7, 8, and 10. Enter here and on page 1, e 31 Iotal 065 fax. . GTMT. 8. [ n 232333.
installment payments will B T

be proforma’d to a yet to 19 2097 estimated tupaymens 13

be determined form in 18 2017reind ppied boronformases !
15 Combine ez 12, 13, and 19 e | 18

2018 16 Tax deposited with Form 7004 16
17 Withholding (522 instruetions) e
18 Total payments. Add lines 15, 1ﬁ and 1? OSSR ||
19 Refundable credits from:
FOM I8 e | 13
Form 4136
Form 8827, ine §c .
Other (attach sttement - sz nsn'uniurls'l ESTHTB 13d 214298
o0 Total credits. Add lines teatwough ted —— 214238,
21 Total payments and credits. Add lines 18 and 20. Enter here arldnnpaqn Inesz e kI 214238,

FORM 1120 OTHER REFUNDABLE CREDITS STATEMENT 2

B4 B

[N T - ]

DESCRIPTION AMOUNT

SECTION 965 TAX TO BE PAID IN INSTALLMENTS 214298,
o
‘ )
!g::’@ Wolters Kluwer TOTAL TO FORM 1120, SCHEDULE J, LINE 13D 214238,




= Below is a screen shot of the transmittal letter paragraphs for all systems dealing with tax
payments

1120

“Your balance due includes an amount due of SXXX for the Section 965 tax on deferred foreign income. This tax must be paid
separately from the corporation’s tax liability net of any section 565 tax. You must make your payment via wire transfer through
your financial institution with the tax type 09650. Do not use EFTPS to make payments of Section 965 tax. The IRC Form 965
Transition Tax Statement should be signed by the appropriate officer.™

1065 & 11205
“The IRC Form 965 Transition Tax Statement should be signed by the appropriate officer.”

1040

“Your balance due includes an amount due of SXXX for the Section 965 tax on deferred foreign income. This tax must be paid
separately from your individual income tox. Separately mail Form 1040-V, Payment Voucher, for the amount of Section 965 tax

due. Include your social security number, daytime phone number, and the words “2017 965 Tax” on your check. Make your check
payable to the United States Treasury. Alternatively you may make your payment via wire transfer through your financial institution
with the tax type 09650. Do not use EFTPS to make payments of Section 565 tax. The IRC Form 965 Transition Tax Statement should
be signed by the taxpayer.”

1041

“The balance due includes an amount due of XXX for the Section 965 tax on deferred foreign income. This tax must be paid
separately from the fiduciary income tax. Separately mail Form 1041-V, Payment Voucher, for the amount of Section 965 tax
due. Include the nome of the estate or trust, employer identification number and the words “2017 965 Tax"” on the check. Make
the check payable to the United States Treasury. Alternatively, the payment may be made via wire transfer through a financial
institution with the tax type 09650. Do not use EFTPS to make payments of Section 965 tax. The IRC Form 565 Transition Tax
Statement should be signed by the appropriate officer representing the fiduciary.”

990

“Your balance due includes an amount due of SXXX for the Section 965 tax on deferred foreign income. This tax must be paid
separately from the organization’s tax on unrelated business income. You must make your payment via wire transfer through your
financial institution with the tax type 09650. Do not use EFTPS to make payments of Section 965 tax. The IRC Form 965 Transition
Tax Statement should be signed by the appropriate officer.”

1‘;1 Wolters Kluwer



=  Section 965(n) election

=  Next to the 965(h)(1) election we think this will be the next most utilized in the 1120 system
= Allows the taxpayer the election to NOT offset section 965 taxable income with NOL carryovers

= The amount of carryover that can be elected is the net section 965 inclusion (section 965(a)
income less 965(c) deduction) plus foreign taxes deemed paid under section 960(a) and (b)

= This will allow the taxpayer to utilize their foreign tax credits or foreign tax deduction to offset
the tax calculated on their section 965 taxable income

= Taxpayers would want to do this since new code section 245A will exclude foreign dividends
from 10% or more owned foreign corporations from taxation in future years, thus reducing the
amount of foreign income and taxes available to utilize their foreign tax credit carryovers
against

=  The amount of the section 965(n) election will also reduce the NOL deducted on Form 1120,
page 1, line 29a from pre-965 taxable income but not below zero

e Thisis the only instance that a 965 income/deduction item will affect an amount on 1120, page 1 lines 1
through 30

=  Currently the amount NOL carried over to next year is also reduced by the amount of NOL
elected on the section 965(n) election

« Instructions from the IRS in regards to carryovers interaction with 965(n) have been
lacking
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Cross Reference for the 965(n) Election
Election for Section 965(n)

Government Form CCH ProSystem fx Forms

Automati
Attached to form Htomatic
Form FRI-2 Box 30 - if different
Automatic
Name of taxpayer form
Form FRI-2 Box 31- if different
Name of taxpayer Automatic
Form FRI-2 Box 32 and 33 - if different
Taxable year Automatic
Form FRI-2 Box 34 - if different
Current year
Paragraph year 1 y
Form FRI-2 Box 71 - Override
Paragraph year 2 Current year
Form FRI-2 Box 72 - Override
Next year
Paragraph year 3 y
Form FRI-2 Box 73 - Override
@ IRC Section 965 Transition Tax Statement, Line 1 less Line 3
Form FRI-2 Box 81 - Override
(b) Form FRI-2 Box 82
(3] Calculated
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Taxpayer Name: SCENARIO 1 365(N), INC.

Taxpayer's Identification Number:  41-2341234

STATEMENT ATTACHED TO AND MADE PART OF
FoRm 1120

Mame of Taxpayer Tax Form: U« 5. CORPORATION TAX RETURN

Taxable Year: 2017

ELECTION NOT TO APPLY NET OPERATING LOSS DEDUCTICN UNDER SECTION 965(n)

SCENARIO 1 965(N), INC.

elects, pursuant to section 965(n) that the total described amount on Line (c) below zhall not be taken into account in determining
the amount of the net operating loze deduction under section 172 for the M taxable year or in determining the amount of the
taxnable income for the w taxable year which may be reduced by net operating loss camyovers or camybacks to the ﬂ
taxable year under section 172.

The three dates in the above paragraph are overridable

DESCRIBED AMOUNT:

{a) The amaount required to be taken into account under zection 851(3)(1) by
reazon of section 985 (determined after the application of section 865(c)),

P2 dofault to 965(a) less 965(c) from TTS - can be overridden 15423,

{b) In the caze of a domestic corporation which choozes to have benefits of
subpart A, part Il, of subchapter N {which relates to the foreign tax credit), the
taxes deemed to be paid by such corporation under section 880(a) and [b) for
the taxable year with regpect to the amount deecribed in (3] above which are

treated az dividends under section 78. fﬂpll'f any -no dE'fﬂ'll'“
{c) Total Described Amount (line () plus line [} 13423,

Amount on line {c )will reduce NOL on the 965 taxable income statement and
Form 1120, page 1, line 29a but not below 0



Taxpayer Mame: Bob B. Jones

»  Election 965(i)(1)

Taxpayer's ldentification Mumber: 423-46-6234

STATEMENT ATTACHED TO AMD MADE PART OF FORM: 1040

=  This election applies

to individuals only 5 Corporation Shareholder Deferral Election Under Section 965{i) 1)
. Bob B. Jones
who are S corporation
Shal"eholders elects, pursuant t i i defer itz net tax liability under section 965 with respect to the following 2 corporations until the
taxable year of W that includes the triggering event with
respect to such lisbilty: — ote- date circled above should be Bob B. Jones not a date.
= N/A for all other Program in processaf changing
systems other than () [ (c)
Hame of & Conporabon
1040 kpcme, Inc Beta, Inc
Tax iden@Scation FMumber
. Does not apply to 1065 o= Caparston 41-2341234 52-3452345
partners only S corp
TarpayFa's Met Tax Liabaty
shareholders compte with oty 565 reted 1,000,000. 2,000,000.
1] amounts from this S Coparaton
Tarpaye's Het Tax Liabarty
u A'.'.OWS the Shareholder computed wihout fe 65 reited 100,000. 200,000.
to defer the 965 tax B B ———
. . R sabhairty retated
indefinitely until a 10965 amounts wom me: 900,000. 1,800,000.
triggering event occurs 2l = copasen toe Lz e 3

() & if

Hame of & Conparatbom

=  One type of triggering
event would be the P——

shareholder’s S corp ot Comoraton
changing to a C corp

Tampaye's Het Tax Liabirty
computed with only 265 related
1| amounts from this S Coparabon

Taspaya's Het Tax Liabirty
comparbed wiShout the SE5 reiabed

| =]

amounis from this S iar zhion

Het 965 Tax Lisbalrty retabed
o 965 amounts from this

3] S comporaton gme 1 ks ne 2)
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Attach additional election statements as necessary.



Cross reference for Section 965(i)(1) Election Bob B. Jonee

Cts, pUrSUENt to Section 985(), to defer its net tax liability under section BES with respect to the following S corporations unti e

Election for Section 965(i)(1) ke yerot_12/31/2017 1 inchuces he iggesing even wih
respect to such Eability:
Government Form CCH ProSystem fx Forms - = -
a o
e ot 5 Carparation
Automatic Bome, Inc Beta, Inc
Attached to form
Form FRI-2 Box 30 - if different — 41-2341234 £1-3452745
H Tazparw's bhef Taz L ity
Name of taxpayer Automati canpatd it iy 48 mbted 1,000,000. 2,000,000.
Form FRI-2 Box 32 and 33 - if different | anomston o ¥ Gt
Tazprrwr's Heé Taz Likdity
N ——— 100,000. 200,000.
Automatic e e,
Taxable year 90 Ta Lty g
' Form FRI-2 Box 50 - Override ., "‘""1"::: 300, 000. 1,800, 000.
Name of § Corporation Form FRI-2 Box 52 ] ] ]
e of 5 Carparation
Tax 1D no. Farm FRI-2 Box 53
ot S Carparation.
Net tax liability computed corm FRI-2 Box 5k —
with 965 amounts ot ny B8 i
1| snomnt: fon Bk & Caparation
Tazparr's Haé Tas Liskiiy
Net tax liability computed N
O FR1-2 Box 55 e
without 965 amounts U
Net 965 tax liability Calculated ALt —
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Election 965(m)(1)(b)

Applies only to 1120-
REIT

Allows the REIT to
include the net 965
income inclusion in
other income over an 8
year period

Cannot be used in
conjunction with the
965(h)(1) election

::D@ Wolters Kluwer

Taxpayer Name: 965, INC.

Taxpayer's Identification Number; 41-2341234

STATEMENT ATTACHED TO AND MADE PART OF
FORM 1120-REIT
U.5. INCOME TAX RETURM FOR REAL ESTATE INVESTMENT TRUSTS

STATEMENT FOR REAL ESTATE INVESTMENT TRUSTS ELECTING DEFERRED INCLUSIONS
UNDER SECTION 951(a)(1) BY REASON OF SECTION 965 UNDER SECTION 965(mi(1)(B)

965, INC.

elects fo include the section 965(a) inclusicn amount and deduction under section 965(c) for the taxable year ended
12/31/2017  ayer eight years as provided in section 965(m).

600000.

Total section 965(a) inclusion amount 1, 9555 ) inclusion and 965(c) deduction default to
Total deduction under section 965(c) the TTS lines 1 and but can be overridden 4672857.

ANTICIPATED INSTALLMENT SCHEDULE 865(a) INCLUSION AMOUNT 965(c) DEDUCTION

The net of these two amMOounts carmes to

1. Current tax year (8% of the fotal amounts) 1120-REIT, page 1, line 7 - other income Euuu . 3?1]259
2. Second tax year (8% of the total amounts) 48000. 37029,
3. Third tax year (8% of the total amounits) 48000. 37029,
4. Fourth tax year (8% of the total amounts) 48000. 37028,
5. Fifth tax year (8% of the total amounts) 48000. 37029,
B. Sixth tax year (15% of the total amounts) S0000. 69429,
7. Seventh tax year (20% of the total amounts) 120000. 92571.
8. Eighth tax year (25% of the total amounts) 150000. 115712.




1 1
Unlike 1120' U_5. Income Tax Return for Real Estate Investment Trusts OME Ho. 15450123
PC, or L the ram 1120-REIT | For catentr year 2077 —
@ T year beginang » Eing
965 A 2017
. l . Internal Revenue Service [ o to wwwirs_gowForm 1120REIT for instructions and the latest information.
Inc USIOI'.I A Year of REIT status Hame G Employer identification mumber
amount is election 965, INC. 41-2341234
inClu ded in 2009 |:‘:__t Humber, street, and room or suite na. (1 a P.0. bax, see instructions.) D Date REIT establiched
B Checkifa: o
Pther 1 s L |™ | Gity or tovm, smte, and ZF code E Tofal assets (see insuctions)
Income et o
R | $ 0.
F Check applicable bowiesk (o | Foalrehm @ _I Mamechange (3 | Addesschanse (5 L Amendedretum | H PBA code (see mstructions)
“SEC 965" G I|dentify the type of REIT (see instructions): [ Equity FET 2L hertmgeRET
. Part | - Real Estate Invesiment Trust Taxable Income (s2e nstructons)
prints to INCome [EXCLUDING ncome requred to be repor=d m Fart Il or Fart 17)
the left of 1 Ddenss __GEE STATEMENT 1 [+ 3000.
. 2 Interest 2
llne 7 per 3 (Gross rents from real property 3
IRS 4 Othergrossremss U I
instructions 5 Capital gain rletmu:umeqzmanh thEMIeD |:F-:-rm 112ﬂ'l'| 5
& Met gain or (lozs) from Form 4787, Part 1L line 17 (attsch Form 4787 b
7 (iher income (see msuctions - attach statement) SEE STATEMENRT 2 SE 7 135371.7)
8 Total income. Add [nes 1 throwgh 7 B Ie371.
Deductions (EXCL UDIHG deduchnns dll‘e-:-ﬂ].' :::-rmec‘bed mﬂ1 income reqmdmbe repurted in Fart 1l or Part IV}
9 Compensation of officers (attach Fo
10 Salaries and wages (less employme FORM 1120-REIT OTHER INCOME STATEMENT 2
11 Repairs and maintenance
12 Bad debts
13 Fents DESCRIPTION AMOUNT
14 Taxes and licemses - m— 2000.
15 Imterest . BER 1000,
16 Depreciation (attach Form 4562) Dac'rmn 965 NET INCOME 10971]
17 Adverising —
18 Other deductions (sae instructions - TOTAL TO FORM 1120- REIT, PAGE 1, LINE 7 13971.

19 Total deductions. Add fines 8 tro
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= Soasnottoinclude

the net 965 amount in
the REIT’s gross
income tests, the 965
inclusion in other
income on page 1,
line 7 is also included
on page 2, Part Ill,
Lines 2(c) and 5(c)

:‘;'1 Wolters Kluwer

Form 1120-REIT (2017} Y65, INC, 41-4341434  Page?

Part Il - Tax on Net Income From Foreclosure Property (Secfion 838(2)) (se2 instructions)

Met gain or (1053) from e sale or other dispesition of foreciosure property described in section 1221(a)i 1) (attach staement)

Grozs income from fareciasure property (se2 instructions - attach staement)

Total income from foreciosure property. ABDNeS 14002 e

Deductions directly connecied with the production of income shown on line 3 (attach statement)

Net income from foreclosure property. Subtract ine 4froming 3 e

L= I - L
o fen | e oo fra | —

Tax on net income from foreclosure property. Muiply line 5 by 259 (0.35). Enter here and on Schedule J, ling 20

Part Ill - Tax for Failure To Meet Certain Source-of-Income Requirements (Section 857(b)3)) (s28 instructions)
1a Enertotdl income rom Part | ng 1 16971,
b Enier total income from foreciosure property from Partll, tine3 1b
L L L it 16971.
23 Enfer income from hedging transacfions referred to in section 836(cH3)E) 2
b Enier income from passive foreign exchange gain refemred fo in
section 856(n)(3). Se2 instructions 2
|_c_Ener income rom sources refermed o in sections B36(c)5)(Jyi). See instructions i 10971.] ]
0 SUbTactings 21, 2o, ndZcwomine e 20 oU00.
& Mutiplyling2abyost(oes, e 5700.
8  Emer income on ing 1¢ rom SOUTCES refermad o in section B36(c)(2) 3 3000.
4  Sublract ine 3 rom line 2. (1 zeroorless, emter0-) o 4 2700,
§a Enier income from Redging ransactions referred toin section A38(cHENE) | = |
b Enier income from real estate foreign exchange gain referred 1o in
fif Tf:] T‘::w: | :: | |
¢ Emier income from sources: refemed to in section B38(c) 3K See instructions 5 10871 ]
T M= L dn O T e .
& MUmply e saby 7St (075) 58 4500.
fi  Enfer income on line 1c from sources referved fo in section &36¢cy3y oo f
7 Subiractling &from ling 5. (f 2ero or less, enter 0~y 7 4500,
B Enier the greater of line 4 or line 7. {Ifline @ is zero, do not complet the rest of PartlIl.) B 4500,
O EmErMeaMOUNTNOMPLINE20 g <153000.
10 Emier the net capital gain trom Schedule D (Form 1120008 7 e 10
11 SUDACHINE IO MOMINE D e 1l U.
122 EMer wtal income from Part |, ling B 17 6000
b Enter the net short-term capital gain from Schedule D {Form 1120),
line 7 (ine 7isaloss,ener 0-) e, 12
A ES A A oottt eeeee oo 12¢ 6000.
13 Enier capital gain net income from Part |, line 13
L= e SO i) 6000.
15  Divioe ing 110y ing 14. Carry te resuft to fve decimal plages 15
16 Saction B57(b){5) tax. MuRtiply ling 8 by ling 13. Emter hers and on Schedu J, ling 2o 16 0.

Part IV - Tax on Net Income From Prohibited Transactions izes instuctions)




Election for Section 965(m)(1)(B)

Government Form CCH ProSystem fx Forms

Election for Section 965(m)(1)(B)

Government Form CCH ProSystem fx Forms

Automatic
Name of taxpayer

Form FRI-2 Box 32 and 33 - if different

Taxable year Automatic
Total section 965(a) inclusion IRC Section 965 Transition Tax Statement, line 1
amaount Form FRI-2 Box 71 - Override

. . IRC Section 965 Transition Tax Statement, line 3
Total section 965(c) deduction anount

Form FRI-2 Box 72 - Override

Lines1-8 Calculated using the two amounts above
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Taxpayer Name: con. 965, Inc

Taxpaver's Identification Number:  12-4341234

Taxpayer Name: COIL 965, Inc

Taxpayer's Identification Number:  12-4341234

STATEMENT ATTACHED TO AND MADE PART OF
FORM 1120-REIT
U.E. INCOME TAX RETURN FOR REAL ESTATE INVESTMENT TRUSTS

STATEMENT FOR REAL ESTATE INVESTMEMT TRUSTS ELECTING DEFERRED INCLUSIONS
UNDER SECTION 951(s)(1) BY REASON OF SECTION 965 UNDER SECTION 965(m)(1)(B)

con 965, Inc

elects to include the section 965(g) inclusicn amount and deduction under section 965(c) for the taxable year ended
12/31/2017  over eight years as provided in section 965(m).

Total section 965(a) inclusion amount 300,000.
Total deduction under section 965(c) 231,429,
ANTICIPATED INSTALLMENT SCHEDULE 965(a) INCLUSION AMOUNT 965(c) DEDUCTION

1. Current tax year (5% of the total amounts) 24,000. 18,514.
2. Second tax year (8% of the total amounts) 24,000. 18,514.
3. Third tax year (8% of the total amounts) 24,000, 18,514.
4. Fourth tax year (8% of the total amounts) 24,000. 18,514.
5. Fifth tax year (8% of the total amounts) 24,000. 18,514,
6. Sixth tax year (15% of the total amounts) 45,000. 34,714.
7. Seventh tax year [20% of the total amounts) 60,000. 46,286.
8. Eighth tax year (26% of the total amounts) 75,000. 57,859,




. Notice 2018-13
election

. Election for
alternative
method used to
Compute pOSt- Taspayer Mame: 365, TNC.
1986 earnings and
profits

Taxpayer's ldentification Number: 41-2341234

STATEMEMNT ATTACHED TO AND MADE PART OF
FORM 1120

Hame of Taxpayer Tax Form: U.5. CORPORATION TAX RETURN

ELECTION UNDER SECTION 3.02 OF MOTICE 2018-13 TO USE ALTERMATIVE METHOD TO
COMPUTE POST-19868 EARMINGS AMD PROFITS

965, INC.

elects to uze an alternative date to determine the post-1986 eamingz and profitz (ncluding a deficit) of
FOREIGN CORP NAME, INC.

L 1234567485 . in accordance with the methed prescribed in Section 3.02 of Motice 201813,
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1120 Schedule M-3

as a temporary Difference

Similar treatment for the 965

(c) deduction which is posted to M-3, Part llI

965(a) income posted to M-3, part Il, line 25, Other Income with Differences to column A (per books) and column B

assets ofher than inventory and pass-thn

b Gross capital gains from Schedule D, exe SCHEDULE M-3 OTHER INCCME (LOSS) ITEMS WITH DIFFERENCES STATEMENT 14
amounts from pass-through entities
¢ GIosS capital I0Sses Tom Schedule D, ex
amounts from pass-Mrough entiies, aba ff.gggl;
I055E5, and woriniess SIock losses PEE INCOME TEMPORARY PERMAHENT
d Met gaindoss reported on Form 4797, lim - DESCRIFTION STATEMENT DIFFERENCE DIFFERENCE
excluding amounts from pass-throughey ————
FOREIGH REPATRIATION SECTION
abandonment losses, and worthless stoc
¢ Aandon 965{A) INCOME 6000000. <6000000. = 0.
T Worthiess stock [0sses (aftach stmt) | poTRL TO M-3, PART II, LINE 25 6000000. 6000000, > 0.
0 Other Sainloss on disposition of aszets other B
04 cpullnshrl'latnnmrl
TN ———
6000000. <6000000.H

25 peher moame fuss) tens wi il oes (aEach s - , STMT 14

i}

U SUUY - S OUUUUIU

3000.

L R s L Rl

accounting fees

25 I Son Ohes comts ...

26 Am‘ﬂzmnn-impmnnm mgoumﬂll

27 Amortization of acquisition, reorganization, and

start-upcosts

5 ‘Otfer amorbizaiion ar
mpasment wbe-offs -

20 Reserved
30 Depletion

81 Depreciation

32 Ba0 gebt expense

a3 Gormardte umed It Mzurance premiums
Purchase wersus
84 an:m“w

SCHEDULE M-3 OTHEER EXFENSE/DEDUCTION ITEMS WITH DIFFERENCES STATEMENT 18
EXPEMNSE/ EXFPEMNSE/
DEDUCTION DEDUCTION
FER THCOME TEMFPORARY PERMAMNENT FER TAX
DESCRIPTION STATEMENT DIFFERENCE DIFFEEENCE EETURN
T FOREIGH REPATRIATION SECTION
~-§262{C} DEDUCTION 4628571. =46285T71.> 0. 0.
. TOTAL TO M-3, PART III, LINE 37 4628571. =46285T1.> 0. 0.

37 Other emamzmeﬂu:tlm items with differences

<4628571 .} I

4628571.

37. Enter ez and on Part I, Ime 27, reporing DasAnse Imounts

and amounis 25

T

T6E39571. <TBE39571 .
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Schedule M-3 (Form 1120) 2017



= Onthe section 965 returns we have seen preparers have different opinions on M-3 presentation

] Based on this we added code S965 to the Schedule M-3 > Other Information worksheet’s Other Income and
Deductions Items to Schedule M-3 Adjustment section (Interview Form L-8, boxes 160 and 180)

=  Gives them flexibility to present however they want
= At this time we are making no assumptions and adjustments to Schedule M-1

Other Income ltems to Schedule M-3 Adjustment

7 @ 10f3 [ Add ][ Delete ][ Inzert ]

=
=1
=

M-3 Code Description

= Sch M-3 Other Income

;

Mew item instead of replacement [Default)

Depletion properties
REMT Rent
ROY Rapaly
FARM Farmn
CR Credit adjustrents
Other Deduction Items to Schedule M-3 Adjustment R173 Recaphure of section 173
280F Section 280F adjustment
8 TE Trade or business
[ 5965 Faorgign repatriation deduction [Sec. S65(c J
Return GR Grozs receipts [17120-F only]
Code | M-3 Code Description MOF Met decreaze in reserves [gection 807] - [1120-L only]
- Cancel j Search Help ]
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= 1120S

=  Section 965(a)
inclusion
amount shown
on line 10 of
Schedule K and
965(c)
deduction
shown on line
12d

:::L Wolters Kluwer

Sesction SHEKT)

€ e B

O B et et e
Statement 2

12c(2)

Form 11205 (2017) 5 Corp 965, Inc. 41-2341234 Paged
| Schedule K| Shareholders’ Pro Rata Share ltems Total amount
1 Ordinary buginess mncome (loss) (Page LIME2T) e |
2 Het rental real estate income {0ss) (attach Form 6625) R
8 Other gross rental income (loss) 83
b Expenses from ofher rental activities (atach statement) b
- © Other net rental income (l0ss). Subtract fing 3b from line 33 a
g S IMEBSTINCOME e oo | &
T | 5Diidends aondinarydVORNS e |50
E b Quaified dividends 50
£ L S ..
7 Net short-ienm capital gain (ioss) (atach Schedule D (Form 11205]) i T
B2 Net long-term capital gain {los) (attach Schedule D (Form 11205)) i
b Coliectibies (28%) QAN (1035) ..., |BD
¢ Unrecaptured secBion 1250 gain (attach statement) | &
@ Netsection 1231 gain (loss) (UENFOMATET) e |8
10 Ee e 1ype Statement 1 10 800,000.
w |11 ection 170 deduction jattach Form 4382) i |
5 [12a charitable contributions e [ 13
% D INVESITIENL INMBIBS BXPBSE oo eseeeeeeneee | 12D
a

g Oh e 124 17,143,

_ - 1
Schedule K Other Income (Losa) Statement 1 180
L
Dezcription Amount L
- 13
Forelgn Repatrlation Section 965(a) Income 800,000, 18
15

Total Included in Schedule K, Line 10 800, 000.
14
4

Schedule E Other Deductionsg Statement 2
14
142
Dezcription Amount 141
Forelgn Repatrlation Section 965(c) Deduction 617,143, 1y
Total to Schedule E, Line 12d 617,143, 40
= 11 BINSRR AIRNN 14i



=  965(a) shown as
other income,
line 10, on
Schedule K-1 with
code of ‘F’

= 965(c) shown as
other deductions,
line 12, on
Schedule K-1 with
code of S

::_':’@ Wolters Kluwer

emiding 2 | Het remtal real esase inc {loss)

Shareholder's Share of Income, Deductions, & | Onher netrestad income (loss)
Cradits, etc. e See ey imctructions.
Part | Information About the Corporation 4 | Imerest income
& Corporation’s employer idemtification number Ea | Ordinary dvidends
41-23£1234
B Corporation’s name, address, city, siate, and ZIF code =% | Duaified drvidends 14 | Foreign tramsactions
5 Corp 965, Inc. & | Foyalties

7 | Met short-teran capital gain (loss)

G IRS Center whers corporation fied return Ba | Net long-term capétal gaim (loss)

Ogden, UT
b | Coflectiles (23%, ) gam {loss

Part Il Information About the Shareholder (28] g flo)

D Shareholder's idestitying number 8¢ | Unrecaptured sec 1230 gain

111-11-1111

E Shareholder's name, address, city, stte and ZIF code 9 | Net secton 1231 gaim (loss)

Shareholder One 10 | Cther income [loss) 15 | Altermatve mim o (AMT ) dems
E* 400,000.

F Shareholder's percentage of stock

ovmership fortae year 50.000000

11 | Section 179 deduction 16 | hems afiecting sharsholder basis

12 | Cther deductions
s * 308,572,

Schedule E-1 Other Income (Loszg), Box 10, Code E

Description Amcunt Sharcholder Flling Instruction:

Forelgn Repatrlation Section
965{a) Income 400,000. See Sharsholders Instructlons

Total 400,000.

Other Deductlons, Box 12, Code S

ile K-1 [Ferm 17205) 2077
Descripticon Emount Sharceholder Flling Instructicn

Forelgn Repatrlatlion Section
965(c) Deduction 3108,572. See Shareholders Instructions

Total 308,572,



] 1120S Schedule M-3

=  Difference between C
and S corporation M-3
presentation

=  We post the net 965 to
“Items With No
Differences” in S corp
but in C Corp we create
a temporary difference

=  Thisis due to the IRS
requirement for pre-
965 amounts in the 1120
return. If we include
the net 965 as taxable
income on the 1120 M-3
it would not tie to 1120,
page 1taxable income
since the IRS wants 965
amounts excluded from
1120 taxable income

*  |nan 11208, since the
net 965 adjustment is
posted to Schedule K it
is included in the
taxable income that
must tie to Schedule M-
3

:::L Wolters Kluwer

- e g g v ——

through 22 -

24 Total expense/deduetion items (from Part IIl,

ing 294

182,857,

5 onwwmvnmosses St 6

IB'I'I oL
B

182,857, I

Note. Line 28, column (a), mustequal Part |, line 11, and column (d) must equal Form 11208, Schedule K, ling 18.

Schedule M-3 Other Income (Losa) and Expense / Deduction Statement 6

Items with No Differences

per Income per Tax
Degcription Statement Return
Other Income (Logs) - See Statement goo,000. 800,000
Other Expenge / Deduction - See Statement -617,143, -617,143

|Total to Schedule M-3, Part II, Line 25

182,857, 182,857, I

Other Income (Logs) Itema with No Differences Statement 7

Schedule M-3

Income Income
{Loas) {Lozg)
per Income per Tax
Degcription Statement Return
|Porelgn Repatrlation Section 965(a) Income 800,000. 800,000. I
Total to Schedule M-3, Part II, Line 25 800,000, 800,000

Scheduls M-3 Other Bxpense/Deduction Itema Statement 8

with No Differences

Expense/ Expense/

Deductlon  Deductlon
per Income per Tax
Statement Return

617,143, 61?.14E]

617,143, 617,143,

Degcription

IForelgn Repatriation Section 965(c) Deduction

Totel to Schedule M-3, Part II, Line 25

Sehedule M-3 (Form 11208) 2017
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