Schedule K.

Other Information

Complete all items that apply to the
corporation.

Question 3

Check the “Yes” box for question 3 if:

® The corporation is a subsidiary in an
affiliated group (defined below), but is not
filing a consolidated return for the tax year
with that group, or

® The corporation is a subsidiary in a
parent-subsidiary controlled group. For a
definition of a parent-subsidiary controlled
group, see the Instructions for Schedule
O (Form 1120).

Any corporation that meets either of
the requirements above should check the
“Yes” box. This applies even if the
corporation is a subsidiary member of one
group and the parent corporation of
another.

Note. If the corporation is an “excluded
member” of a controlled group (see
section 1563(b)(2)), it is still considered a
member of a controlled group for this
purpose.

Affiliated group. An affiliated group is
one or more chains of includible
corporations (section 1504(a)) connected
through stock ownership with a common
parent corporation. The common parent
must be an includible corporation and the
following requirements must be met.

1. The common parent must own
directly stock that represents at least 80%
of the total voting power and at least 80%
of the total value of the stock of at least
one of the other includible corporations.

2. Stock that represents at least 80%
of the total voting power and at least 80%
of the total value of the stock of each of
the other corporations (except for the
common parent) must be owned directly
by one or more of the other includible
corporations.

For this purpose, the term “stock”
generally does not include any stock that
(a) is nonvoting, (b) is nonconvertible,

(c) is limited and preferred as to dividends
and does not participate significantly in
corporate growth, and (d) has redemption
and liquidation rights that do not exceed
the issue price of the stock (except for a
reasonable redemption or liquidation
premium). See section 1504(a)(4). See
section 1563(d)(1) for the definition of
stock for purposes of determining stock
ownership above.

Question 4

Constructive Ownership of the
Corporation

For purposes of question 4, the
constructive ownership rules of section
267(c) (excluding section 267(c)(3)) apply
to ownership of interests in corporate
stock and ownership of interests in the
profit, loss, or capital of a partnership. An
interest in the corporation owned directly
or indirectly by or for another entity
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(corporation, partnership, estate, or trust)
is considered to be owned proportionately
by the owners (shareholders, partners, or
beneficiaries) of the owning entity. Also,
under section 267(c), an individual is
considered to own an interest owned
directly or indirectly by or for his or her
family. The family of an individual
includes only that individual’s spouse,
brothers, sisters, ancestors, and lineal
descendants. An interest will be attributed
from an individual under the family
attribution rules only if the person to
whom the interest is attributed owns a
direct or an indirect interest in the
corporation under section 267(c)(1), (2),
or (5). However, for purposes of these
instructions, an individual will not be
considered to own, under section
267(c)(2), an interest in the corporation
owned, directly or indirectly, by a family
member unless the individual also owns
an interest in the corporation either
directly or indirectly through a corporation,
partnership or trust.

Constructive ownership examples for
questions 4 and 5 follow the instructions
for questions 4b and 5b.

Question 4a

List each foreign or domestic corporation,
partnership, or trust owning, at the end of
the tax year, directly 20% or more, or
owning, directly or indirectly, 50% or more
of the total voting power of all classes of
the corporation’s stock entitled to vote.
Indicate the name of the entity, EIN (if
any), type of entity (corporation,
partnership, or trust), country of
organization, and the percentage owned,
directly or indirectly, of the voting stock of
the corporation. For an affiliated group
filing a consolidated tax return, list the
parent corporation rather than the
subsidiary members. List the entity owner
of a disregarded entity rather than the
disregarded entity. If the owner of a
disregarded entity is an individual rather
than an entity, list the individual under
question 4b.

Question 4b

List each individual or estate owning, at
the end of the tax year, directly 20% or
more, or owning, directly or indirectly,
50% or more, of the total voting power of
all classes of the corporation’s stock
entitled to vote. Indicate the name of the
individual or estate, TIN (if any), country
of citizenship (for an estate, the
citizenship of the decedent), and the
percentage owned, directly or indirectly of
the voting stock of the corporation.

Example 1. Corporation A owns,
directly, a 50% interest in the profit, loss,
or capital of Partnership B. Corporation A
also owns, directly, a 15% interest in the
profit, loss, or capital of Partnership C and
owns, directly, 15% of the voting stock of
Corporation D. Partnership B owns,
directly, a 70% interest in the profit, loss,
or capital of Partnership C and owns,
directly, 70% of the voting stock of
Corporation D. Corporation A owns,
indirectly, through Partnership B, a 35%
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interest (50% of 70%) in the profit, loss, or
capital of Partnership C and owns,
indirectly, 35% of the voting stock of
Corporation D. Corporation A owns,
directly or indirectly, a 50% interest in the
profit, loss, or capital of Partnership C
(15% directly and 35% indirectly), and
owns, directly or indirectly, 50% of the
voting stock of Corporation D (15%
directly and 35% indirectly).

Corporation D reports in its answer to
question 4a that its voting stock is owned,
directly or indirectly, 50% by Corporation
A and is owned, directly, 70% by
Partnership B.

Example 2. A owns, directly, 50% of
the voting stock of Corporation X. B, the
daughter of A, does not own, directly, any
interest in Corporation X and does not
own, indirectly, any interest in Corporation
X through any entity (corporation,
partnership, trust, or estate). Therefore,
the family attribution rules do not apply
and, for the purposes of question 4b, the
50% interest of A in Corporation X is not
attributed to B.

Example 3. A owns, directly, 50% of
the voting stock of Corporation X. B, the
daughter of A, does not own, directly, any
interest in X but does own, indirectly, 10%
of the voting stock of Corporation X
through Trust T of which she is the sole
beneficiary. No other family member of A
or B owns, directly, any interest in
Corporation X nor does any own,
indirectly, any interest in Corporation X
through any entity. Neither A nor B owns
any other interest in Corporation X
through any entity.

For the purposes of question 4b, the
50% interest of A in the voting stock of
Corporation X is attributed to B and the
10% interest of B in the voting stock of
Corporation X is attributed to A. A owns,
directly or indirectly, 60% of the voting
stock of Corporation X, 50% directly and
10% indirectly through B. B owns, directly
or indirectly, 60% of the voting stock of
Corporation X (50% indirectly through A
and 10% indirectly through Trust T).

Question 5

Constructive Ownership of Other
Entities

For purposes of determining the
corporation’s constructive ownership of
other entities, the constructive ownership
rules of section 267(c) (excluding section
267(c)(3)) apply to ownership of interests
in partnerships and trusts as well as
corporate stock. Generally, if an entity (a
corporation, partnership, or trust) is
owned, directly or indirectly, by or for
another entity (corporation, partnership,
estate, or trust), the owned entity is
considered to be owned proportionately
by or for the owners (shareholders,
partners, or beneficiaries) of the owning
entity.

Question 5a

List each foreign or domestic corporation
not included on Form 851, Affiliations
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Schedule, in which the corporation, at the
end of the tax year, owned directly 20%
or more, or owned, directly or indirectly,
50% or more of the total voting power of
all classes of stock entitled to vote.
Indicate the name of the corporation, EIN
(if any), country of incorporation, and the
percentage interest owned, directly or
indirectly, in the total voting power. List
the parent corporation of an affiliated
group of corporations filing a consolidated
tax return rather than the subsidiary
members except for subsidiary members
in which an interest is owned, directly or
indirectly, independent of the interest
owned, directly or indirectly, in the parent
corporation. List a corporation owned
through a disregarded entity rather than
the disregarded entity.

Question 5b

List each foreign or domestic partnership
in which the corporation, at the end of the
tax year, owned directly an interest of
20% or more, or owned, directly or
indirectly, an interest of 50% or more in
the profit, loss, or capital of the
partnership. List each trust in which the
corporation, at the end of the tax year,
owned directly an interest of 20% or
more, or owned, directly or indirectly, an
interest of 50% or more in the trust
beneficial interest. Indicate the name, EIN
(if any), country of organization, and the
maximum percentage interest owned,
directly or indirectly, in the profit, loss, or
capital of the partnership at the end of the
partnership tax year, or, for a trust, the
percentage interest owned in the trust
beneficial interest. List a partnership or
trust owned through a disregarded entity
rather than the disregarded entity.

Maximum percentage owned in
partnership profit, loss, or capital. For
the purposes of question 5b, the term
“maximum percentage owned” means the
highest percentage of interest in a
partnership’s profit, loss, or capital as of
the end of the partnership’s tax year, as
determined under the partnership
agreement, when taking into account the
constructive ownership rules above. If the
partnership agreement does not express
the partner’s share of profit, loss, and
capital as fixed percentages, use a
reasonable method in arriving at the
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percentage items for the purposes of
completing question 5b. Such method
must be consistent with the partnership
agreement. The method used to compute
a percentage share of profit, loss, and
capital must be applied consistently from
year to year. Maintain records to support
the determination of the share of profits,
losses, and share of capital.

Example 4. Assuming the same facts
as Example 1, Corporation A reports in its
answer to question 5a that it owns,
directly or indirectly, 50% of the voting
stock of Corporation D. Corporation A
reports in its answer to question 5b that it
owns, directly, an interest of 50% in the
profit, loss, or capital of Partnership B and
owns, directly or indirectly, 50% of the
profit, loss, or capital of Partnership C.

Question 7

Check the “Yes” box if one foreign person
owned at least 25% of (a) the total voting
power of all classes of stock of the
corporation entitled to vote, or (b) the total
value of all classes of stock of the
corporation.

The constructive ownership rules of
section 318 apply in determining if a
corporation is foreign owned. See section
6038A(c)(5) and the related regulations.

Enter on line 7a the percentage owned
by the foreign person specified in
question 7. On line 7b, enter the name of
the owner’s country.

Note. If there is more than one
25%-or-more foreign owner, complete
lines 7a and 7b for the foreign person with
the highest percentage of ownership.

Foreign person. The term “foreign
person” means:

e A foreign citizen or nonresident alien,
e An individual who is a citizen of a U.S.
possession (but who is not a U.S. citizen
or resident),

e A foreign partnership,

e A foreign corporation,

e Any foreign estate or trust within the
meaning of section 7701(a)(31), or

e A foreign government (or one of its
agencies or instrumentalities) to the
extent that it is engaged in the conduct of
a commercial activity as described in
section 892.
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Owner’s country. For individuals, the
term “owner’s country” means the country
of residence. For all others, it is the
country where incorporated, organized,
created, or administered.

Requirement to file Form 5472. |If the
corporation checked “Yes,” it may have to
file Form 5472, Information Return of a
25% Foreign Owned U.S. Corporation or
a Foreign Corporation Engaged in a U.S.
Trade or Business. Generally, a 25%
foreign-owned corporation that had a
reportable transaction with a foreign or
domestic related party during the tax year
must file Form 5472. See Form 5472 for
filing instructions and penalties for failure
to file.

Item 9

Show any tax-exempt interest received or
accrued. Include any exempt-interest
dividends received as a shareholder in a
mutual fund or other RIC. Also, if
required, include the same amount on
Schedule M-1, line 7 (or Schedule M-3,
Part Il, line 13, if applicable).

Item 11

If the corporation has an NOL for its 2008
tax year, it can elect to waive the entire
carryback period for the NOL and instead
carry the NOL forward to future tax years.
To do so, check the box on line 11 and
file the tax return by its due date,
including extensions. Do not attach the
statement described in Temporary
Regulations section 301.9100-12T. Once
made, the election is irrevocable. See
Form 1139 for more details.

Corporations filing a consolidated
return must also attach the statement
required by Regulations section
1.1502-21(b)(3).

ltem 12

Enter the amount of the NOL carryover to
the tax year from prior years, even if
some of the loss is used to offset income
on this return. The amount to enter is the
total of all NOLs generated in prior years
but not used to offset income (either as a
carryback or carryover) to a tax year prior
to 2008. Do not reduce the amount by
any NOL deduction reported on line 29a.

Instructions for Form 1120
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