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LETTER OF TRANSMITTAL

TREASURY DEPARTMENT,
OrriceE oF COMMISSIONER OF INTERNAL REVENUE,
Washington, D. C., January 24, 1945.

Sir: In accordance with the provisions of section 63 of the Internal
Revenue Code, requiring the publication annually of statistics with
- respect to the operation of the Federal income, war-profits, and excess
profits tax laws, I have the honor to transmit herewith a report en-
titled “Statistics of Income for 1941, Part 2,” presenting data relative
to income, deductions, assets, liabilities, exemptions, credits, tax
liability, and dividends paid, as reported on corporation income and
declared value excess-profits tax returns, corporation excess profits
tax returns, and personal holding company returns for 1941 filed
during 1942. There is also included a historical presentation of the
income and of the tax liability reported by corporations for the years
1909 through 1941, and a synopsis of corporation income and profits
tax credits, rates, and other provisions of the Federal tax laws affecting
the comparability of historical data in this report. :

Respectfully,

Josepa D. Nuwnanw, Jr.,
Commissioner of Internal Revenue.

Hon. HENRY MORGENTHAU, JT.,
Secretary of the Treasury.
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STATISTICS OF INCOME FOR 1941—PART 2

CORPGRATION INCOME AND DECLARED VALUE EXCESS-PROFITS TAX
RETURNS, CORPORATION EXCESS PROFITS TAX RETURNS, AND
PERSONAL HOLDING COMPANY RETURNS

INTRODUCTION

This report, presenting data for 1941 tabulated from corporation
income and declared value excess-profits tax returns, Form 1120;
insurance company income returms, Form 1120L; corporation excess
profits tax returns, Form 1121; and personal holding company returns,
Form 1120H, is prepared in accordance with section 63 of the Internal
Revenue Code, which provides for the publication annually of sta-
tistics with respect to the operation of the Income, war-profits, and
excess profits tax laws. : :

The amounts reported as income, deductions; assets, liabilities,
exemptions, credits, Federal tax liability, and dividends paid are
shown in aggregate and for various classifications of corporations and
of income. Facsimiles of the return forms from which the data are
tabulated and to which references are made throughout this volume
are also shown. - ‘

Historical data pertaining to income and profits tax returns for
1909 through 1941 are presented, with a résumé of the information.
available for 192640 in the Source Book, a volume of data supple-
mentary to the published reports , Statistics of Income. There is also
a synopsis of corporation income and profits tax.credits, rates, and
other provisions of the Federal tax laws affecting the comparability
of historical data in this report.

Certain of the more significant data for 1941 contained herein were
made public previously in a prelitminary report issued as of August 31,
1943, and in a series of press releases dated August 5, 1943, February .
25 and 28, 1944, and March 1 and 3, 1944.

CORPORATION INCOME AND DECLARED VALUE EXCESS-PROFITS
TAX RETURNS (FORMS 1120 AND 1120L)

SUMM ARY DATA

The number of corporation income and declared value excess-
profits tax returns for 1941 is 509,066, of which 264,628 show net
income of $18,111,094,621, while 204,278 show deficit of $1,778,552,5690
and 40,160 have no income data (inactive corporations). The normal
tax is $2,947,568,227, the surtax is $796,999,658, the declared value.
excess-profits tax 1s $64,148,618, and the excess profits tax is $3,359,-
185,514. Thus, the total tax 1s $7,167,902,017, an increase of 181
percent over the total tax liability for the precading year.

1



2 STATISTICS OF INCOME: FOR 1941, PART 2

The increase or decrease, 1941 oveT 1940, in the number of returns,
net income, deficit, and tax follows:

Corporation returns, 1941 and 1940: Numb er of returns, net income, deficit, and taz

[Money figures in thoxmzsands of dollars]

Increase or
decrease ()
1941 1940 . -
Number or
smount Percent
Total number of returns._ .. 509, 066 516, 783 -7, 717 -1
Returns with net income:!
Number of returns. - o . oo 264, 628 220,977 43, 651 20
Net income 1. __ o 18,111,095 | 11,203,224 | 6, 907,871 62
Tax liability:
Income tax 2. _ - - 3, 744, 568 2, 144, 292 1, 600, 276 75
Declared value excess-profits tax 3. __________.___ 64, 149 30, 744 33, 405 109
Excess profits tax 4 __ o 3, 359, 186 373,511 2, 985, 675 799
MoOtal . oo 7,167,902 | 2, 548,546 | 4,619,356 181
Retnrns with no net income:! '
Number of returns. - oo - 204, 278 252, 065 —47, 787 -19
Deficit 1o emm—— e - 1,778,553 | 2,283,795 —505, 243 —22
Number of returns of inactive corporations___ . ... _. - 40, 160 43,741 —3, 581 —8

For footnotes, see pp. 21-22. ]
) RETURNS IN CLUDED

The data presented in this section are from returns for the calendar

year ending December 31, 1941, a fiscal year ending within the period

‘July 1941 through June 1942, and a part year with the greater portion
of the accounting period in 1941.

Data are tabulated from (1) corporation income and declared value .
excess-profits tax returns, Form 1120, filed by domestic corporations
and resident foreign corporations other than those which are exempt
from tax under section 101, Internal Revenue Code as amended, and
(2) insurance company income tax returns, Form 1120L, filed by
domestic life insurance companies and by foreign life insurance com-
panies carrying on insurance business within the United States or
holding reserve funds upon business transacted within the United
States. The statistics are compiled from the returns as filed, prior to
revisions that may be made as a result of audit by the Bureau of
Internal Revenue.

There are excluded from this report data pertaining to amended
returns, tentative returns, and the returns of nonresident foreign
corporations (those not engaged in trade or business within the United
States and not having an office or place of business therein, who file
on Form 1120NB). ' -

CHANGES IN LAW AFFECTING CORPORATION RETURNS (FORM 1120)

The comparability of the figures tabulated from the 1941 returns
and those from the 1940 returns is affected by certain changes in
law introduced by the Revenue Act of 1941. The changes of particu-
lar importance in this respect are described below:

(1) Provision is made for the deduction of the excess profits tax for -
the taxable year in computing normal-tax net income and surtax net
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income, whereas for 1940 the income tax was allowed as a deduction in
computing excess profits net income.

(2) A surtax equal to 6 percent of surtax net income not in excess
of $25,000 plus 7 percent of the amount in excess of $25,000 is imposed
on all corporations, except nonresident foreign corporations. Surtax
net income, in general, equals normal-tax net income plus interest on
partially tax-exempt securities. _

(3) The normal-tax rates provided by the Revenue Act of 1941,
which are, in general, an integration of the immediately prior income
tax rates and defense tax rates, apply to taxable years beginning after
December 31, 1940. The rates thus provided are as follows:

Size of normal-tax net income Rate
Not in excess of $5,000_____ __________ 159%.
Over $5,000, not over $20,000_________ $750 plus 179, of excess over $5,000.
Over $20,000, not over $25,000________ $3,300 plus 199, of excess over $20,000.
Over $25,000, not over $38,461.54______ $4,250 plus 37% of excess over $25,000.
$38,461.54 or more__.__ . __________.____ 249,.

Foreign corporations engaged in business within the United States
are subject to a flat 24 percent tax, computed on normal-tax net income.
Mutual investment companies are also subject to a flat 24 percent tax,
based, however, on the adjusted net income (computed without net
operating loss deduction) less the basic surtax credit.

The 1941 Act also integrates the defense tax rates with the declared
value excess-profits tax rates, effective with respect to taxable years
ending after June 30, 1941. '

The rates of tax for prior years are shown in the synopsis of Federal
tax laws for the income years 1909—41, pages 306-321.

CLASSIFICATIONS, TEXT TABLES, AN D DESCRIPTION OF BASIC TABLES

Data are shown for the 509,066 corporation returns in aggregate,
and segregated by one or more of the following classifications: Active
and inactive corporations; returns with net income and returns with

no net income; States and Territories; industrial divisions and groups;

returns with balance sheets and returns with po balance sheets;
total assets classes; type of tax liability; net income and deficit
classes. There are also separate tabulations for consolidated returns,
fiscal year returns, and part year returns, all of which are included
in the tabulations pertaining to Form 1120 throughout this report.

The classifications are described in the following paragraphs, which
also enumerate the items tabulated for returns in each classification:

Active and inactive corporations.—Returns for active corporations
show income data; those for inactive corporations show no data. The
returns for inactive corporations are filed in accordance with the
regulation that a corporation having an existence during any portion
of a taxable year is required to malke a return. Even though a cor-
poration has surrendered its charter, it is deemed to céntinue in
existence until its dissolution is awuthorized by the State in which
it was created.
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»

The data presented in this re>ort are tabulated from the 468,906
returns of active corporations, e xcept as indicated in the following
paragraph pertaining to the num ber of returns.

The 40,160 returns of inactive corporations for 1941 are segregated
by the nine industrial divisions in the text table on page 6, which
shows also the percent of inactive corporations to the total. The
returns of mactive corporations sare also included in the total number
of returns, segregated by Statess and Territories, in basic table 1,
pages 44-45; In the total numb er, by major and minor industrial
groups in basic table 2, pages 46—59; and in the total number of returns
with no net income in basic table 7, pages 228-231. The total num-
ber of fiscal year returns in the first text table on page 17 includes
3,976 fiscal year returns of inactive corporations. ‘ :

For the number of returns of imactive corporations for prior years,

see note 2, page 293.
" Returns with net wncome and returns with no met income.—This
classification is based on the exis tence or nonexistence of an amount
of net income for the current y7ear. Net income, as reported for
declared value excess-profits tax computation, is adjusted by excluding
the net operating loss deduction. Returns with total deductions
(exclusive of net operating loss deduction) equal to or exceeding
total income are included in returns with no net income. '

The returns of active corporations for 1941 are segregated by
returns with net income and retuxrns with no net income for all tahu-
lations in this report except those on pages 8 and 272-275. Of the
468,906 returns of active corporations, 264,628 are returns with net
income, and 204,278 are returns vwith no net income.

States and Territories.—This geographic distribution covers the 48
States, the District of Columbia, and the Territories of Alaska and
Hawaii. -

The data, although tabulated by States and Territories in which
the returns are filed, do not represent what may be called the geo-
graphic distribution of income. Returns filed in a State may not be
a complete coverage of all corporations whose principal place ot
business is located therein. Comnversely, a tabulation for a given
State may include data from returns of corporations having their
principal place of business in amother State. A corporation may
file an income tax return either in the collection district in which
it has its principal place of business or in the collection district in
which it has its principal office or agency. There is no way of ascer-
taining from income tax returns the amount of income originating
in a specific State or the amount of tax paid thereon.

The 509,066 returnsofactiveand inactive corporations are segregated
geographically in basic table 1, pages 44-45. This table presents, for
the 264,628 returns with net incoine and the 204,278 returns with no
net income, total compiled receipts, net income or deficit, and divi-
dends paid in cash and assets other than the corporation’s own stock.
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There are also shown, for returns with net income, total tax, normal
tax, surtax, declared value excess-profits tax, and excess profits tax.
The number of returns of inactive corporations filed in any State or
~ Territory may be obtained by deducting the sum of the returns with
net income and the returns with no net income from the total number
of returns. '

A description of the items will be found in the footnotes as indicated
on table 1. The comparability of data distributed geographically
is discussed on page 39, and historical data so distributed are pre-
sented on pages 282-292.

Industrial ~ divisions and growps—The industrial classification
consists of 9 divisions, 74 major groups, and 228 minor groups, based
on the Standard Industrial Classification, issued by the Division of
Statistical Standards, Bureau of the Budget, Executive Office of the

President. Since the Standard Industrial Classification is designed
on an establishment basis, it was necessary to reduce greatly the
number of groups and to make changes in the contents of the groups
in order to adapt the Standard Classification to the corporation
income tax returns which are filed on an ownership basis.

The industrial classification is based on the business activity
reported on the return. When multiple businesses are reported on a
return, the classification is determined by the business activity which
accounts for the largest percentage of total receipts. Therefore, the
industrial groups do not reflect pure industry classifications.

The principal changes in the industrial classification for 1941 as
compared with 1940 are those in the textile’ manufacturing groups.
“Cotton manufactures,” shown as a separate major group for 1941,
was previously shown as a minor group within the major group ‘‘Textile-
mill products.” The minor group “Rayon and silk manufactures”
is a combination of the two minor groups shown for 1940 as ‘“Silk
manufactures’” and “Rayon and other synthetic textile-mill manufac-
tures.” Other changes in the comtents of the industrial groups for
1941, involving the transfer of certain industrial activities®from one
group to another, are shown in the charts on pages 299-303. A

In the following table, the 509,0 66 returns are classified by the nine
industrial divisions, as are also th e 264,628 returns with net income,
the 204,278 returns with no net income, and the 40,160 returns of
inactive corporations. The number of returns is shown for each
division. For returns with net income, there are shown the number
of returns, percent of division total, total compiled receipts, net
income, total tax, normal tax, surtax, declared value excess-profits
tax, and excess profits tax; for returns with no net income, the number,
percent of division total, total compiled receipts, and deficit; and for
inactive corporations, the number and percent of division total.

The items are described in footrotes as indicated on the table.



Corporation returns, 1941, by industrial divisions, for returns with net income and relurns with no net income: Number of returns, percentages,
total compiled receipts, net income or deficit; and, for returns with net income: Total tax, normal tax, surtaz, declared value excess-profits

tax, and excess profits tax; also, for inactive corporations: Number of returns and percentages

[Meney figures in thousands of dollars]

. Returns with net income 1
Total Taxss
sl Aioii g
Industrial divisions nlrlértllllarerll'sof Percent of Potsl ' )
Number division compiled |Netincome! Declared

total receipts ¢ Normal Sri-iax 8 value Excess

B Total tax tax 7 e excess- profitstax ¢
profits tax?
All industrial divisions. . __. ... 509, 066 264, 628 51.98 175, 181, 820 18,111,095 7,167,902 2,947, 568 797, 000 64, 149 3, 359, 186
Mining and quarrying. ... oo 12,175 4, 388 36. 04 3,110, 359 450, 123 144, 232 81, 842 23,173 368 38, 849
Manufacturing. .. ... 87, 166 58, 042 66. 59 99, 335, 521 10, 601, 366 4,045 848 | 1,755,334 444, 862 42, 695 2,702, 957
Public utilities. . ... oo e 23, 437 12, 985 55. 40 14, 175, 762 2,081, 267 705,183 416, 504 120,172 1,07 167, 434
Trade. . e e 141, 620 89,475 63. 18 53, 252, 745 2, 222, 556 863, 238 394,115 106, 122 15, 058 347, 943
SCIVICE - - o o oo e e e 44, 046 19, 111 43. 39 3,107, 176 259, 487 75, 595 46, 883 11, 161 763 16, 788
Finance, insurance, real estate, and lessors of real
Property e 153, 668 66, 304 43.1 7 3 5 7, 95 5

Construetion ... 11111111 o 16,012 3. 203 o | Boso e | Dleos| smoes) om0l T oy 5o 39 30
Aericulture, forestry, and fishiery 8 413 3, 044 46. 88 ' 630, 777 81, 747 22 945 14.536 1,088 590 5732
Nature of business not gllocable .................... 22,529 2,176 9. 66 154, 763 18, 349 5, 140 2, 830 " 799 115 1; 306

Returns with no net income ' Returns of inactive

1nd | corporations
ndustrial divisions 3

Percent of co?rxopfﬁ}e d . Percent of

Number | division receipts 8 | Defieit! | Number | division

total b total

1lell IPdUStt(;al divisif)ns __________________________________________________________________________________ 204, 278 40.13 | 15, 250,197 1,778, 553 40, 160 7.89
M;rrllllrl)rgacatrllmggarrs mg __________________________________________________________________________________ 5, 279 43. ?)6 789, 146 Zl, 272 2, 508 20. 60
Public WHITLIOS. - - T oo oonsoossoonosscscnssssssoosesos 26,389 30.27 | 3,106, 549 171, 951 2,735 3. 14
Rl LS. - oo 8, 936 38.13 | 1,772,816 154, 062 1,516 6.47
Se;vicé -------------------------------------------------------------------------------------------------- 3?1), ggg *ig- 'gg 4, 8;3 g71 142, 336 2,917 2.06
> = e e e e e e 21, . 1, 076, 398 76, 356 3, 552 8. 06
gg?]i?fgézﬁ)sﬁri?_c? realestate,and lessors of real ProPerty - - ..o e té,. ;gg 50.23 | 3,380,651 | 1,083,952 10, 174 6. 62
Agrieulture, forestry, and ishery. 1T RaR | | e | sl bas 5 05
Nature of business not allocable._ ___ . . 5,123 22.74 38, 647 38: 317 15, 230 67. 60

For footnotes, see pp. 21-22.
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The 468,906 returns of active corporations are further segregated
by major industrial groups in basic table 3, which shows, in Fart 1
for all returns, in Part II for returns with net income, and in Part II1
for returns with no net income, itemized receipts and deductions,
compiled net profit, or net loss, net income or deficit, dividends paid in
cash and assets other than the corporation’s own stock, and dividends
paid in corporation’s own stock. There are also shown, for returns
in Parts I and II, the net operating loss deduction, normal tax, surtax,
declared value excess-profits tax, excess profits tax, total tax, and
compiled net profit less total tax.

Basic table 4 presents returns with balance sheets by major indus-
trial groups and shows for the 246,195 returns with net income and
the 160,858 returns with no net income the number of returns, items
of assets and liabilities as of December 31, 1941, or close of fiscal year
nearest thereto, itemized receipts and deductions, compiled net profit
or net loss, net income or deficit, dividends paid in cash and assets
other than the corporation’s owm stock, and dividends paid in the
corporation’s own stock. There are also shown, for returns with
net income, the net operating loss.deduction, normal tax, surtax,
declared value excess-profits tax, excess profits tax, total tax, and
compiled net profit less total tax. In analyzing the data compiled
from returns classified under th e major group ‘‘Insurance carriers,
agents, etc.,”’ it should be noted that life insurance companies are
required to include only interest, dividends, and rents in gross income.
For 1941, as in prior tax years, such compianies are allowed to report
as deductions the earnings needed to maintain reserve funds required
by law and reserve for dividends. (See sections 202-203, Internal
Revenue Code.) For returns of all active corporations, in basic
table 3, these deductions are $47 ,234,125 for returns with net income
and $965,969,542 for returns with no net income; in basic table 4, for
returns with balance sheets, these deductions are $46,633,901 for
returns with net income and $96 1,912,040 for returns with no net in-
come. It should be noted also that the deduction item ‘‘compensa-
tion of officers,” in basic tables 3 and 4, excludes the amounts paid to
officers of life insurance companies which file on Form 1120L. There
is no provision on Form 1120L for reporting this item, and it is not
possible to ascertain it from the saannual statement submitted with the
return. ’

~ Basic table 6 presents returns with balance sheets, by total assets

classes, in aggregate, and by ma.jor industrial groups, and shows for
the 246,195 returns with net income and the 160,858 returns with no
net income the number of returns, selected items of assets, liabilities,
and receipts, compiled net profit or net loss, net income or deficit,
and dividends paid in cash and assets other than corporation’s own
stock. For returns with net income, the total tax is also shown.

The only table showing the returns segregated by minor industrial
groups is basic table 2, which presents all returns by both major and
minor industrial groups, and shows, for the 264,628 returns with net
income and the 204,278 returns of active corporations with no net
income, the number of returns, total compiled receipts, net income or
deficit, and dividends paid in cash and assets other than the corpora-
tion’s own stock. There are also shown, for returns with net income,
normal tax, surtax, declared v-alue excess-profits tax, and excess
profits tax. The total number ©f returns includes those of inactive
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corporations, which number may be obtained by deducting from the
total number of returns the sum of -the returns with net income and
the returns with no net income.

The items are described in footnotes as indicated on each table.
Historical data by industrial groups are shown on pages 276-281, and
the comparability of those data is d.iscussed on pages 39-40.

Returns with balance sheets and ret-urns with no balance sheets.—Re-
turns with balance sheets include onlzy those with apparently complete
balance sheet data; returns with no balance sheets include those on
which the balance sheet data are entirely lacking and those with
fragmentary data.

In the following table there are skaown, for the 468,906 returns of
active corporations in aggregate, amd for the 407,053 returns with
balance sheets, and the 61,853 retur-ns with no balance sheets, items
of receipts and deductions, compiled net profit or net loss, net income
or deficit, net operating loss deduction, nermal tax, surtax, declared
value excess-profits .tax, excess profits tax, total tax, compiled net
profit less total tax, dividends paid 1n cash and assets other than the
corporation’s own stock, and dividends paid in the corporation’s
“own stock.

The 1tems are described in footnotes as indicated on the table.

Corporation returns, 1941, in aggregate, ancl for relurns with balance sheels and re-
turns with no balance sheels: Number of returns, compiled receipts, compiled
deductions, compiled net profit or net loss , net income or deficit, net operating loss
deduction, normal tax, surtax, declared varliue excess-profits laz, excess profits taz,
total tax, compiled net profit less total tax , ‘and dividends paid by type of dividend

[Money figures in thowsands of dollars)

i : Returns
; Returns with with 1o
! 1 Aggregate balance bal
j sheets a-ance
sheets
1 | Number of returns . o .. 468, 906 407, 053 61,853 | 1
Receipts: . :
2 Grosssales 10 _ e . 151, 325, 357 148, 274, 895 3, 050, 462 2
3 Gross receipts from operations W__._______._._ ______ 29, 379, 468 28,442, 327 937, 141 3
Interest on Government Obligations:
4 ‘Wholly taxable 2. ______________________ . . __. 38, 340 37,860 | - 480§ 4
5 Subject to declared value excess-profits tax and 467,221 | 460, 491 6,730 | &
surtax. 13 -
6 Subject to surtaxonly 4. _______.___ . ______ 63,110 : 62, 481 629 | 6
7 Wholly tax-exempt 8_-________ . __________ ______ 279, 069 275, 543 3,526 | 7
8 Otherinterest_ . .. ______ 2, 564, 861 2, 522, 629 42, 232 8
9 Rents and royalties 16____ ... ______ _____. 2, 158, 507 2,045, 256 113,250 | 9
10 Net capital gain 17 _________________._________ _____ 162, 684 150, 010 12,674 | 10
11 Net gain, sales other than capital assets 18 184, 380 165, 174 19,206 | 11
12 Dividends, domestic corporations 19_____ 2, 234, 965 2, 168, 266 66, 699 | 12
13 Dividends, foreign corporations 20______. 182, 831 181, 718 1,113 | 13
14 Other receipts 2 . . . . 1,391, 224 1, 350, 532 40,692 | 14
15 Total compiled receipts..._.._._____._._ _.___. 190, 432, 017 186,137, 183 | 4.294,834 | 15
Deductions:
16 Cost.of goods sold ®2_ . . ____.__ 113, 317, 092 110, 978, 236 2,338,856 | 16
17 Cost of operations 22 _________ .. ... .. _ ______ 15, 140, 749 14, 759, 175 381, 574 | 17
18 |- Compensation of officers 23_____________.__.____ ______ 3,471,811 3, 3064, 464 107,346 | 18
19 Rent paid on business property ..o ._____ 2, 081, 953 2,019, 936 62,017 | 19
20 Repairs 24 _______ .. ._______. e e 1, 597, 898 1, 560, 432 37,466 | 20
21 Bad debts. . e 735, 583 702, 799 32,784 | 21
22 Interest paid. . ... . _.. 2, 624, 315 2, 554, 368 69,946 | 22
23 Taxes paid 25__ . i . 5,024, 657 4, 920, 640 104,018 | 23
24 Contributions or gifts 26__________ . _____ ... _ _____. 58, 498 57, 584 914 | 24
25 Depreciation. .. ... ... 3, 765, 339 3,664, 181 101, 158 | 25
26 Depletion. .. 543, 748 502, 789 40,959 | 26
27 Amortization %7_____ . _ . ____. 113, 810 112, 527 1,283 | 27
28 Net Jong-term capital loss 17 _____ . ___ .. _ ______ 1, 005, 889 935, 805 70,083 | 28
29 Net loss, sales other than capital assets 1*_____ ______ 296, 710 219, 460 77,250 | 29
30 Other deductions 28_____ .. ___ 23, 979, 245 23,193, 155 786, 030 | 30
31 "Total compiled deductions. .. ooceoocceoaom____ 173,757,295 | 169,545, 552 | 4,211,743 | 31

For footnotes, see pp. 21-22.
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and for returns with balance sheels and re-

compiled:

deductions, compiled net profit or net loss, net income or deficit, net operating loss
deduction, normal tazx, surtaz, declared value excess- -profits tax, excess profils tax;
total tax, commled net proﬁt less total tazx, and dividends pazd by type of dividend—

Continued
[Money figures imn thousands of dollars]

Returns with Returns

with no

Aggregate balance balance

sheets sheets
32 | Compiled net profit or net loss (—) (15less 31) . ________ 16,674, 722 16, 591, 631 83,001 | 32
33 | Net income or deficit (—) 1 {32 less (6+7)]) .o - 16, 332, 542 16, 253, 606 78,936 | 33
34 | Net operating loss deduction 20 ___.__.________ _____._... 330, 030 321, 706 8,324 | 34
35 | Normal tax 7. . e e e 2, 947, 568 2, 895, 600 51,968 | 35-
36 | Surtax & e e 797, 000 782, 521 14,479 | 36
37 | Declared value excess-profits tax3______________._______ 64, 149 62, 769 1,380 | 37
38 | Excess profits tax 4. .. 3, 359, 186 3,322, 793 36,393 | 38-
39 Total taX e e 7, 167, 902 7,063, 633 104,219 | 39+
40 | Compiled net profit less total tax (32less 39).. _ _.______. 9, 506, 819 9,527,048 | 30—21,129 { 40/
Dividends paid:

41 Cash and assets other than own stock. ... __________ 6, 700, 787 6, 556, 439 144, 348 | 41
42 Corporation’s own stoek . __________________________ 178, 940 165, 722 13,218 } 42

For footnotes, see pp. 21-22.

The preceding tabulation is one of three in this report in which the
data are not shown separately for returns with net income and for
returns with no net income. However, this separation is made in the
presentation ot receipts and deductions for the 407,053 returns of
corporations reporting balance sh eet data, by major mdustnal groups
In basic table 4, pages 102-135, and by total assets classes in basic
table 5, pages 136-141.

The total number of returns, and the number and percent with
balance sheets, for returns with Tiet income and with no net income,
are shown by net income and deficit classes in the followmg table:

Corporation returns, 1941, with nel incorrie and with no net income, by net income or
deficit classes: Number of returns, nunzber of balance sheets, and percent of returns:
with balance sheets

Returns with net income ! Returns with no net income !
Net income and deficit classes! P tof
T Percent of ercent of.
(Thousands of dollars) Number lf\g;?ber returns Number I;Igrilal;fr returns

. of returns * | © h )atrlce with bal- | of returns 9 | © ha i ¢ | with bal--
SREELS | ance sheets sheels | gnce sheets:

Under 1. ... . __________.___. 79, 203 68, 329 86. 27 124, 929 94, 588 75.71.
lunder 2. _ . _________._.______ 30, 556 28, 2239 092,42 25, 451 20, 795 81.71
2under 3. ... __ 19, 711 18, 485 93.78 12, 678 10, 567 83. 36
3under4._.________________._. 14,472 13, 820 95.49 7,655 6,453 84. 30
dunder §_ . . . _______.___.. 12,927 12, 388 95. 83 5, 263 4,458 84. 70"
Sunder10_.____._____________ 31,766 30, 668 96. 54 12, 309 10, 560 85. 79
10under15. . . _.__... 15,777 15, 384 97. 51 4, 792 4,105 85. 66
15under20. . _____________._ 9,776 9, 548 97.67 2, 622 2,228 84.97
20 under 25__ ____ .. ______.____ 7, 297 7, 109 97.42 1, 568 1,315 83. 86
25under 50__ _____________.__. 16, 166 15, 798 97.72 3,375 2,843 84,24
50under 100____ . ______.__._.___ 10, 445 10, 222 97.87 1,784 1,435 80.44
100 under 250_ . _______..__.._.. 8, 581 8, 392 97.80 1,122° 913 81.37°
250 under 500 . _ ______________ 3, 564 3, 499 98.18 367 291 79. 29"
500 under 1,000__.____.________. 2,061 2,026 98.30 187 156 83.42:
1,000 under 5,000 _________.__ 1,853 1,828 98. 65 146 122 83.56 -
5,000 under 10,000 .___________ : 246 238 96.75 14 13 92. 86 -
10,000 and over___.. . ._._.._._. 227 222 97.80 16 16 100. 00

Total . . 2064, 628 246, 1 95 93. 03 204, 278 160, 858 78.74

For footnotes. see pp. 21-22.
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For the 407,053 returns with bala_nce sheets, in aggregate, and for
the 246,195 returns with net income and the 160,858 returns with no
net income, there are presented in the following table the items of
assets and labilities as of December 31, 1941, or the close of the fiscal
year nearest thereto.

The items are described in footnot€es as indicated on the table.

Corporation returns wilh balance sheets, 194 1, in aggregale, and for returns with net
income and returns with no net income: N umber of returns, assets and liabilities

[Money figures in thowasands of dollars]

: Returns
Returns withi _ "
Aggregate : with no net
net income ! income
Number of returns with balance sheets _______________ _________ 407,053 246, 195 160, 858
Assets: ’
Cash ¥ e . 41, 628, 921 36, 164, 542 5, 464, 379
Notes and accounts receivable (lessreserve).___..__ _________ 49, 254, 636 43, 474, 932 5, 779, 704
Inventories. _._..__ e e 25, 057, 672 23, 829, 287 1, 228, 385
Investments, Government obligations 33___________ ________. . 36, 547, 632 24,397,544 | 12, 150,088
Other investments. e e 80, 353, 836 48, 907, 474 31, 446, 362
Gross capltal assets 3 (exceptland)._ . ____________ _________ 133, 500, 140 112,697,040 | 20, 803, 099
Lessreserves. .. 42, 412, 084 36, 905, 846 5, 506, 238
Land . . e 9, 610, 030 6, 210, 102 3, 399, 928
Other assets 35 e . 6, 911, 468 4, 746, 550 2, 164, 918
Total assets 30 __ .. 340,452,250 | 263, 521,625 | 76, 930, 625
Liabilities:
Accounts payable. _______ . __ 16, 350, 151 13, 579, 639 2, 770, 511
Bonds, notes, mortgages payable: :
Maturity lessthan Y year._____________________ _________ 9,241,967 |- 7,417,482 1, 824, 485
Maturity 1 vearormore. . ______ ... _ _________ 49, 542, 320 35, 984, 076 13, 558, 244
Other liabilities 3_____ . ____ . .. 122,727,713 78, 865, 771 43, 861, 942
Capital stock, preferred._._____ .. __________ 16, 214, 267 13, 514, 707 2, 699, 560
Capital stock, common_ . . _ .. _ ... _________. 71, 576, 583 60, 485, 440 11, 091, 143
Surplusreserves .. .___ o _______._. 10, 064, 808 8, 560, 275 1, 504, 533
Surplus and undivided profits ®__ _________________________. 56, 592, 608 48, 721, 843 7,870, 764
- Lessdeficit ®_____________.C e L 11, 858, 166 3, 607, 608 8, 250, 558
Total liabilities 36__________________________._ ——meo-ioo.| 340,452, 250 263, 521, 625 ) 76, 930, 625

For footnotes, see pp. 21-22.

The returns with balance sheets are further classified by major
industrial groups in basic table 4, pages 102-135, which shows, in
addition to items of assets and liabilities, the number of returns,
compiled receipts, compiled deductions, compiled net profit or net
loss, net income or deficit, net operating loss deduction, normal tax,
surtax, declared value excess-profits tax, excess profits tax, total tax,
compiled net profit less total tax, dividends paid in cash and assets
other than the corporation’s own stock, and dividends paid in the
corporation’s own stock, for returns with net income and for returns
with no net income, where applicable.

The items are described in footnotes as indicated on each table.

Total assets classes.—The returns with balance sheets are segregated
into 10 classes by size of total assets as of December 31, 1941, or close
of fiscal year nearest thereto. The total asscts classes are based on
the net amount of total assets, after reserves for depreciation, deple-
tion, amortization, and bad debts.

The 407,053 returns with balance sheets are presented by total
assets classes in the following table, which shows, in aggregate, and

for the 246.195 returns with net income and the 160,85801“8‘0111'118 with
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no net income, the total assets, total compiled receipts, compiled net
profit or net loss, and net income or deficit.
The items are described in footnotes as indicated on the table.

Corporation returns with balance sheets, 1941, by total assets classes, in aggregate,
and for returns with net income and relurms with no net income: Number of returns,
total assets, tolal compiled receipts, compzled net profit or net loss, and net income or

deficit
[Total assets classes and money figures in thousands of dollars]
Number |Tot.al assets— Total com- | Gompiled netf Net income
Total assets classes 3 of total liabil- iled receints® profit or net | or deficit
returns 31 ities 36 p DIS loss (—) (—)n
Aggregate
Under50... . = 213, 086 4,013,174 10, 009, 945 43, 587 43, 253
50under 100._.__.______________________ 61, 525 4, 384, 697 8,211,078 200, 182 199, 785
100under 250 ______.__________________ 60, 386 9, 546, 741 15, 070, 884 560, 955 559, 315
250under 500 _ . ______________________ 28, 751 10, 122, 198 13, 052, 640 690, 838 686, 140
500 under 1,000 . ____________._________ 18, 424 12,914,713 13, 538, 135 891, 571 880, 368
1,000 under 5,000..____________________._ 18, 832 39, 213,716 31, 306, 903 2, 654, 894 2, 610, 907
5,000 under 10,000 ____________.___. © 2,812 19, 571, 343 12, 605, 379 1, 368, 609 1, 347, 669
10,000 under 50,000 ________.___________ 2,411 49, 185, 866 29, 131, 611 3,070, 831 3,022, 336
50,000 under 100,000 _________________ 400 27, 878, 869 1t, 683, 353 1, 576, 543 1, 550, 048
100,000 and over. .. _____________._____. 426 163, 620, 932 41, 527, 253 5, 533, 622 5, 353, 785
Total ... 407, 053 340, 452, 250 186, 137, 183 16, 591, 631 16, 253, 606
Returns with net income !
Under 50 .. . .. .. 105, 053 2,297,019 6, 728, 652 232, 571 232, 331
50 under 100 41,412 2, 964, 672 6, 926, 086 277, 806 277, 502
100 under 250 43, 884 6, 978, 330 13, 484, 229 682, 640 681, 380
250 under 500 ... __ .. _________________ 22, 042 7,770, 883 12. 098, 560 776, 513 772,921
500 under 1,000 . _.____________________ 14,278 10,018,713 12, 695, 424 998, 850 990, 980
1,000 under 5,000___ ___________________ 14, 655 30, 480, 805 29, 550. 231 2, 902, 085 2, 871, 890
5,000 under 10,000___.__________________ 2, 251 15, 696, 795 12, 062, 030 1, 467, 816 1, 453, 733
10,000 under 50,000_____________________ 1, 936 39, 794, 529 28, 004, 398 3,339, 894 3, 309, 755
50,000 under 100,000.._. .____ . ___________ 335 23, 349, 049 11, 037, 461 1, 684, 202 1, 667, 047
100,000 and over. ... _._______.__________ 349 124, 170, 830 39, 460, 569 5, 637, 051 5, 539, 260
Total oo 246,195 | 263,521,625 | 172,047,639 | 17,999,428 | 17, 796, 797
Returns with no net income 1

Under 50 ... ... ____ 108, 033 1,716, 155 3,281,203 |  —188,984 | —189,078
S0under 100 ________________._______ 20,113 1, 420, 026 1, 284, 992 —77, 625 —~77,717
100 under 250 _________________________ 16, 502 2, 568, 411 1, 586, 655 —121, 685 —122, 065
250 under 500_ ... ___ . ___________._____ 6. 709 2, 351, 316 954, 081 —85, 675 —86, 781
500 under 1,000 . . _____________________ 4, 146 2. 896, 000 842, 711 —107, 279 -110, 611
1,000 under 5,000__._ ______.__________ .. 4,177 8,732,911 1,756, 672 —~247, 191 —260, 983
5,000 under 10,000 _____________ 561 3. 874, 548 543, 349 —99, 207 —106, (64
10,000 under 30,000 _.___________________ 475 9, 891, 337 1,127,213 —269, 063 —287, 419
50,000 under 100,000 65 4, 529, 820 645, 892 —107, 659 ~116,9'9
100,000 and over- ... ___._ ... ____________ 77 39, 450, 102 2, 066, 684 —103, 429 —185, 475
Total. . ____ 160, 858 76, 930, 625 14, 089, 544 —1,407,797 | —1, 543,191

For footnotes', see Pp. 21—22.

The returns with balance sheets are segregated by total assets
classes in basic table 5, pages 136— 141, which shows, in Part I for all
-returns, in Part II for returns with net income, and in Part III for
returns with no net income, the nuamber of returns, assets and liabil-
ities, compiled receipts, compiled deductions, compiled net profit or
net loss, net income or deficit, diviclends paid in cash and assets other
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than the corporation’s own stock, axad in the corporation’s own stock;
also for returns in Parts I and II tkhere are shown the net operating
loss deduction, normal tax, surtax, declared value excess-profits tax,
excess profits tax, total tax, and coampiled net profit less total tax.

Basic table 6 shows, for returns w—ith balance sheets, by total assets
classes, in aggregate, and by major andustrial groups, for returns with
net income and for returns with no net income where applicable, the
number of returns, selected assets and -liabilities, selected receipts,
compiled net profit or net loss, net income or deficit, total tax, and
dividends paid, excluding dividend.s paid in the corporation’s own
stock and liquidating dividends.

The items are described in footnot es as indicated on each table.

Type of tax liability.—The taxable returns are classified according to
the various combinations of income sand excess profits taxes for which a
liability exists. Returns for the ca.lendar year 1941 and fiscal years
ending in the period January through June 1942, which are filed under
the provisions of the Internal Revenue Code applicable to 1941, are
segregated according to whether the corporation reports (1) normal tax
and surtax (or surtax only), (2) normmal tax, surtax, and declared value
excess-profits tax, (3) normal tax, startax, declared value excess-profits
tax, and excess profits tax, (4) normal tax, surtax, and excess profits
tax, or (5) excess profits tax only. "I'he taxable returns for fiscal years
ending in the period July through November 1941, which are filed
under the provisions of the Internal Revenue Code applicable to 1940,
do not show whether an excess profits tax liability exists and are
segregated according to whether the corporation reports (1) only
income tax or (2) both income tax an.d declared value excess-profits tax.

The data obtained by means of this classification are shown in
basic table 7, pages 228-231, Part I of which deals with returns filed
under the 1941 law and Part IT with returns filed under the 1940 law.
For all returns with net income amd for taxable returns, there are
shown, by type of tax hability and oy net income classes, the number
of returns, net income, and each tax applicable; for nontaxable returns
with net income, this table shows, by net income classes, the number
of returns and net income; and for returns with no net income, by
deficit classes, the number of returnas and deficit. The total number
of returns with no net income (in both Parts I and II) includes the
returns of inactive corporations. :

The items are described in footno tes as indicated on the table.

Net income and deficit classes.—T he returns are segregated into 17
classes by size of the net income or d eficit for the current year, based on
the amount reported for declared value excess-profits tax computation,
adjusted by excluding the net operating loss deduction.

The following table presents data by net income and deficit classes
for returns with net income and for returns with no net income. For
returns with net income, there are shown the number of returns, net
income, normal tax, surtax, declared value excess-profits tax, and
excess profits tax. For returns with no net income, there are shown
the number of returns and amount of deficit. o
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Corporation returns, 1941, by net income and deficit classes, for returns with nel
income and returns with no net income: Number of returns, and net income or
deficil; also, for returns with net income: Normal tax, surtax, declared value excess-
profits lax, and excess profits tax

[Net income and deficit classes and money figures in thousands of dollurs)

Returns with net income ! R‘;’fgltrﬁfcgvgg Ino
Net income and deficit ) Declared
classes ! Num- Net Normal | Sar- value Excess | Num-
berof | 5 ore tax? tax 8 | €xcess- | profits | ber of | Deficit !
returns g 8 profits tax ¢ returns
tax 3
Underl. ... _.______. 79, 203 30, 008 - 3,416 | 1,209 140 30 {124, 929 35,275
1 under 2. 30, 556 44, 383 5,224 | 1,985 235 30 | 25,451 3b 378
2under 3 119,711 48, 646 5,887 2,220 310 70 | 12,678 31 098
Bunderd4_ . _______.___.__. _| 14,472 50, 370 6, 237 2,342 334 36 7,653 26, 539
dunder 5. _________________ 12,927 58, 227 7,450 2,779 410 72 5, 263 23, 572
Sunder 16_ ... _______ 31,766 227,782 29,899 | 10,834 1, 544 1,651 | 12,309 86, 444
10under 16 ... __ 15,777 193, 372 26,3701 9,191 1,381 4,828 4, 792 58, 502
15under 20 __ ... ... .___ 9,776 169, 790 23,209 7, 850 1,121 6. 940 2,622 45, 308
20under 25. .. __..._.___. 7,297 163,599 |- 22,012 | 7,546 1, 065 8,691 | 1,568 34,983
25under 50________________ 16, 166 568, 522 96,822 | 26,295 3,759 45,738 | 3,375 118, 215
S0under 100 ______ ________ 10, 445 736, 059 138,346 | 34, 505 4 871 83, 314 1,784 124, 124
100 under 250______._______ 8,581 | 1,333,121 | 243,541 | 61,660 8,552 | 193,567 | 1,122 170, 599
250 under 5. _________.___ 3,564 | 1,250,372 | 222,197 | 56,702 7,136 | 218,469 367 128, 296
500 under 1,000 _._______. 2,061 | 1,438,504 | 251,782 | 64,376 6,629 | 260,602 187 133, 223
1,000 nnder 5,000 __._______ 1,853 | 3,845,024 051,556 (167, 568 14,161 774, 491 146 301, 601
5,000 under 10,000.._ _______ 246 | 1,701,016 269,395 | 74,494 5,423 376, 731 14 95, 789
10 000 and over.__._._.___ 227 | 6,252,208 | 943,327 |265, 249 7,077 |1, 383 926 16 328, 607
Surta\ on returns with no’
netineomed ___________ .. .\ .| ___.__ 105 | i ci e
Total .. ... .. 264, 628 |18, 111,095 |2,94.7, 568 (797,000 | 64, 149 |3, 359, 186 {204,278 | 1,778,553
" No income data (inactive
corporations) . . __________| | . __|aoo_ SN INORRRPIPRONEY DRI I 40,160 - ...

For footnotes, see pp. 21-22,

The text table on page 9 shows, by net income and deficit classes,
the number of returns, number of balance sheets, and percent of returns
with balance sheets, for returns with net income and for returns with
no net income.

Fiscal year returns of corporations, by net income and deficit
classes, are shown in the second text table on page 17.

The data in basic tables 7, 8, and 9 also are segregated by size of
net income or deficit. Table 7, pages 228-231, shows number of
returns, net income, and taxes by type of tax hablhty, table 8, page
232, shows the total number of returns of active cmporatlons with
net income, and with no net income, the number of returns with
dividends received, and amount of dividends from domestic corpora-
tions and from forelon corporations; also the total amount of interest
received on Government obhgatlons the amount wholly taxable, the
amount subject to declared value excess-profits tax and surtax, the
amount subject to surtax only, amnd the amount wholly tax- exempt
table 9, page 233, shows the +total number of returns of active
corporamons with net income and with no net income, the number of
returns with dividends paid, and amount, by type of dividend, 1. e.,
cash and assets other than the corporation’s own stock, and the corpo—
ration’s own stock.

Historical data byinet income and deficit classes are shown on
page 271.

589783—44—2
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Consolidated returns.—A consolideated return is filed for a group of
affiliated corporations and is based on the principle of levying the tax
on the combined net income of two or more integrated concerns.

The privilege of filing a consolida®ed return for income tax purposes
(Form 1120) 1s limited in 1941 (as in. 1940) to affiliated groups of com-
mon carriers by railroad and their reRated holding or leasing com panies
and to Pan-American trade corporations.

An affiliated group of railroad corporations which may file a consoli-
dated return for income tax purpos es is. defined by section 141(d) of
the Internal Revenue Code as ‘““one or more chains of corporations
connected through stock ownership vwith a common parent corporation
if (1) at least 95 percent of the stock ©f each of the corporations (except
the common parent corporation) is ©owned directly by one or more of
the other corporations; and (2) the common parent corporation owns
directly at least 95 percent of the stock of at least one of the other
corporations; and (3) each of the coxporations is either (A) a corpora-
tion whose principal business 1s that of a common carrier by railroad,
or (B) a corporation the assets of whiich consist principally of stock in
such corporations and which does mot itself operate a business other
than that of a common carrier by railroad.”

When a common carrier by railroad leases its railroad properties,
and these properties are operated as such by another common carrier
by railroad, the business of receiving rents for such railroad properties
is considered to be the business of a common carrier by railroad. The
term “common carrier by rallroad’ includes steam and electric rail-
roads, street, suburban, and interurban electric railways, street and
suburban trackless trolley systems of transportation, and street or
suburban bus systems ot transportation operated as a part of street or
suburban electric railway or trackless trolley systems, but does not
include express, refrigerator, or sleeping car companies. 4

Pan-American trade corporations are domestic corporations engaged
solely in the active conduct of a trade or business in Central or South
America. In 1941 (as in 1940) consolidated returns may be filed by
such corporations, including the parent corporation, if the following
conditions are satisfied: (1) At least 80 percent of the gross income for
the taxable year of the parent corporation is derived from sources
other than royalties, rents, dividends, interest, annuities, and gains
from the sale or exchange of stock or securities; and (2) at least 90
percent of the gross income for the taxable year of each of the Pan-
American trade corporations is derived from sources other than
royalties, rents, dividends, interest, annuities, and gains from the
sale or exchange of stock or securities; and (3) no part-of the gross
income for the taxable year of any of the Pan-American trade corpora-
tions is derived from sources within the United States.

For 1941 there are 107 consolidated returns for income tax purposes
(Form 1120). Of these, 2 are for Pan-American trade corporations
and 105 are for common carriers by railroad and their related holding
or leasing companies. Each of the returns of Pan-American trade
corporations shows net income, the aggregate for the two returns
amounting to $27,291,707, with normal tax of $3,503,223 and surtax
of $1,022,997. There 1s no declared value excess-profits tax reported
for 1941 by the afhiliated companies of this group. Data from the
consolidated returns of railroad corporations are shown in detail in
the two following tables.



fiscal year, and 2 for a part year.

STATISTICS OF INCOME FOR 1941, PART 2

15

There are 104 consolidated returns for the calendar year, 1 for a

The consolidated returns are

included in the tabulations pertaining to Form 1120 throughout this
report. '
A synopsis of the Federal tax laws under which consolidated returns
are filed for the years 1917 through 1941 appears on pages 317-321,
and data from consolidated returns for 1928 through 1941 are shown
on page 293.

Consolidated returns of railroad corporatzons, 1941, in aggregate, and for returns
with net income and relurns with no et income: Number of returns, compiled
receipts, compiled deductions, compiled met profit or net loss, net income or deficit,
net operaling loss deduction, normal tax, surtax, declared value excess-profits tax,
excess profils lax, total taz, compiled net profit less total tax, and dividends paid

by type of dimidend

[Money figures in thousands of dollars]
Returns
Returns o3 N
Aggregate | with net |- v;llgg]ig?
income ! corne 1
1 | Number of returns._ _ ... - 105 63 42 1
Receipts:
2 Grosssales 10 _ e e e e i e 2
3 Gross receipts from operations '\ _______________________ 4,845, 334 4,128, 514 716, 820 3
Interest on Government obligations:
4 Wholly taxable Y2 _ o . 18 4 141 4
5 Subject to declared value excess-profits tax and 758 728 301 5
surtax.t3
6 Subject tosurtax only “______ . ____________ 8 - 3 B 6
7 ‘Wholly tax-exempt 8 __ . ... 329 272 571 7
8 Other interest. . . - 40, 515 37, 609 2, 906 8
9 "Rentsand royalties®_______________________ _________._. 168, 236 153, 329 14,9081 9
10 Net capital gain 17 ___ o . 357 199 158 | 10
11 Net gain, sales other than capital assets 8___ ____________ 454 427 27 1 11
12 Dividends, domestic corporations *_________ ____________ 59, 459 57, 967 1,492 | 12
13 Dividends, foreign corporations20___________ ___________. 425 425 {. ... . 13
14 Other receipts 2! _ i e 14, 039 12, 303 1,736 | 14
15 Total compiled receipts__ . _ . _ . ________ 5,129,934 | 4,391, 786 738,147 | 15
Deductions:
16 Cost of goods sold 2. _ e e e e 16
17 Cost of operations 22_ _ _ . 3,227,827 | 2,724,815 503,012 | 17
18 Compensation of officers23__ . ______________ _ _________.__ 3, 566 2, 684 882 | 18
19 Rent paid on business property____________ _ ___________ 346, 191 208, 566 47,625 | 19
20 Repairs M. e el 2 2 D 20
21 Bad debts e 843 628 215 | 21
22 Interest paid . . ________ ... 501, 461 395, 337 106, 124 | 22
23 Taxes paid 25 _ . __ o _____ 350, 116 207, 313 52,803 | 23
24 Contributions or gifts 26_____ __ . __ 162 62 | . 24
25 Depreciation. . . . _____._. 122, 879 104, 539 18,340 | 25
26 Depletion . . _____._ 2, 681 2, 678 312
27 Amortization 7 _______ o _..___. 11, 096 10, 323 773 | 27
28 Net long-term capital loss V7__ _____________ ________.____ 95, 443 91, 892 3,651 | 28
29 Net loss, sales other than capital assets $__ _ ____________ 2 607 2, 572 351 29
30 Other deductions 2____________ . __ . _______ 241, 429 194, 250 47,178 | 30
31 Total compiled deductions_. .. _.__._____ _____________ 4,906, 303 | - 4,125, 763 780, 540 | 31
32 | Compiled net profit or net loss (~) (36less31) . ___________.__ 223, 630 266, 023 —42,393 | 32
33 | Net income or deficit (=) ! [321ess (64+7)) ... _____________ 223, 293 265, 744 —42,451 | 33
34 | Net operating loss deduetion 20 _______________ __________.._ 40, 341 40,341 ) ... ___ 34
35 | Normal tax 7 o ... . 43, 316 - 43,316 |.__.____.._. 35
36 | Surtax ¥l -12, 649 12,649 |- 36
37 | Declared value excess-profits tax 3 6 [ 37
38 | Excess profits tax 4. . ... 12, 968 12,968 | ... 38
39 Total tax. . me-- 68, 938 68,938 | _.._...._. 39.
40 | Compiled net profit less total tax (321ess39).__ ________.___. 154, 692 197,085 | 30—42, 393 | 40
Dividends paid:
41 Cash and assets other than own stock_ ____ ______.____._ 61, 421 61, 354 68 | 41
42 Corporation’s ewn stock. ... e |eeemmmmmm e e 42

For footnotes, see pp. 21-22.
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Consolidated refurns of railroad corporations submitting balance sheets, 1941, in
aggregate, and for returns with net incom < and returns with no net income: Number
of returns, assets, and liabilities

[{Money figures in tkaousands of dollars]

Returns Returns
Aggregate | with net |withnonet
income ! income !
1 | Number of returns with balance sheets 3 _______ ___________ 102 ; 62 40| 1
Assets: .
2 Cash 3 il .. 674, 279 541, 620 132, 659 2
3 Notes and accounts receivable (less reserve). ___________ 306, 339 255, 753 50,586 ( 3
4 Inventories.____._._____ e . 407, 930 350, 805 57,125 | 4
5 Investments, Government obligations 3_____ ___________ 1, 510 605 9051 5
6 Otherinvestments____._________ . __________.__ ______.____ 3, 361, 189 2, 940, 839 420,350 | 6
7 Capital assets 34 (lessreserves)______.__.___.._ ________.__ 19,120,622 | 15,723,176 | 3,397,446 | 7
8 Other assets 35 i ... 632, 357 497, 382 134, 975 8
9 Total assets 30__ _ _____ L ... 24, 504, 227 | 20, 310, 182 4,194, 045 9
Liabilities:
10 Accounts payable. ... ... __________ __________. 553, 897 416, 444 137,453 | 10
Bonds, notes, mortgages payable:
11 Maturity lessthan 1 vear. ... _____ __________. 61, 610 12, 505 49,105 | 11
12 Matwity 1 yearormore_ ... _._.____.._ ___________ 11,417,471 9,089,877 | 2,327, 593 | 12
13 Other labilities 7. __________ . _________ . _______.._. 2,639, 726 1, 700, 299 939,427 | 13
14 Capital stock, preferred ... ________ . ... _____ ___________ 821, 713 470, 483 351,231 | 14
15 Capital stock, common___.__________________ ___________ 6,434,725 | 5,451, 828 982, 898 | 15
16 Surplusreserves. ... ... ... 196, 379 165, 915 30,464 { 16
17 Surplus and.undivided profits % _________.__ __________. 3,625,346 | 3,484,006 141,339 | 17
18 Less deficit 0 ___ L . 1, 246, 64(; 481, 174 765, 466 | 18
19 Total liabilities 8_.__________________._ ___________ 24, 504, 227 | 20,310,182 | 4,194,045 | 19

For footnotes, see pp. 21-22.

Fiscal year returns.—Fiscal year returns are filed by corporations
with income year other than the ¢ alendar year. For 1941 there are
100,435 returns of corporations with fiscal years ending in the period
July 1941 through June 1942. These returns, for which data are pre-
sented separately in the tables following, are included in the tabula-
tions pertaining to Form 1120 throuaghout this report.

The first following table shows data for all fiscal year returns, by
month in which fiscal year ended. The total number of fiscal year
returns, 100,435, includes 3,976 returns of inactive corporations. “For
the 59,317 fiscal year returns with net income, there are shown the
amounts of net income, normal tax, surtax, declared value excess-
profits tax, and excess profits tax. For the 37,142 fiscal year returns
of active corporations with no net income, the amount of deficit
1s shown. '

The second following table presemnits data by net income and deficit
classes, for the fiscal year returns filed by 96,459 active corporations.
For the 59,317 returns with net income, there are shown the net
income, normal tax, surtax, declared value excess-profits tax, and
excess profits tax. For the 37,142 fiscal year returns of active corpo--
rations with no net income, the amount of deficit is shown.
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Fiscal year returns of corporations, 1941, by month in which fiscal year ended, for
returns with net income and refurns with no net income: Number of returns, net
income or defictt; and, for returns with net income: Normal tax, surtazx, declared
value excess-profits tax, and excess profits tax

[Money figures in thousands of dollars]

Returns with net income ! Returns with
no net income !
Total
Fiscal year ending— |Puznber Declared
tl?lfmrglo Num- Net Normal| Sur- value | Excess | nym. Deficit !
; 3 - fits eficit
ber | income ! tax 7 tax @ g;?)%stss p{;’x 4 ber
tax 3

July 1941 ____._____.___.] 7,206 3,774 153,713 31,938 |__.____. 40 9, 814 3,117 17,815

August 1941 7, 883 4,227 216,697 { 46,678 |_..______ 100 | 16, 810 3,323 17, 681

September 1941 _ _________ 9, 435 5, 024 303,777 | 67,475 | _...._ 208 | 40,026 | 4,031 24,083

October 1941 _______._____ 8, 522 4,721 380,245 | 85,193 |___..___ 676 | 30, 750 3,419 19, 699

November 1941 _ __._____ 7, 661 4, 892 320,804 | 72,764 | _..__. 1,038 | 36,914 2,470 19, 980

January 1942____________. 9,431 6, 517 451,754 | 78,204 | 22,992 1,261 | 88, 576 2, 564 21, 898

February 1942___ ________ 6, 597 3,748 185, 871 29, 686 8,770 1, 565 | 24, 286 2, 545 14, 748

Marph 1942 . .._ 9, 380 5, 274 206, 817 | 34,899 | 10, 330 1,943 | 37,927 3, 761 18, 084
April 1942________________ 8,715 5,023 245,572 | 36,234 | 10,731 3,303 | 72,981 3, 363 20,914 -

‘May 1942 _____________ 8,207 | 5023 199,919 | 32,565 | 9.652 | 3,223 | 44,767 | 2,893 | 12,157

June1942. . _________. 17,398 | 11,094 631,079 {101,932 | 29, 979 14, 546 |146, 408 5, 656 27, 290

Total . o._ 100, 435 | 59, 317 i3, 305, 249 | €17, 568 | 92,454 27,992 1549, 258 | 37,142 | 214, 350

For footnotes, see pp. 21-22.

Fiscal year returns of corporations, 1941, bzy net income and deficit classes, for returns
with net income and returns with no net income: Number of returns, and net income
or deficit; also, for returns with net income: Normeal taz, surtaz, declared value
excess-profits tax, and excess profits tazx

[Net income and deficit classes and money figures in thousands of doilars]

Returns with no

C . . 1 :
Returns with net income net income 1

Net income and deficit

classes ! N Degllared E Num
um- value | Excess | Num-
ber of iné\rfxf . Néyrm7al tSur; excess- | profits | ber of lglifi
returns ome ax ax profits | tax+4 |returns
tax 3
15, 205 . 6,070 696 169 18 4 | 20,668 6, 263
6, 621 9, 627 1,148 283 42 3| 4,959 7,123
4520 | 11,180 |  1.390 352 56 4| 2580 | 6,373
3, 346 11, 643 1,469 359 63 3 1,612 5, 607
3,033 13, 653 © 1,793 450 85 24 1,137 5, 098
7427 | 53319 | 7162 | 1,692 336 27 | 2770 | 19,431
3,739 | 45816 | &.354 | 1.458 339 | 1,065 | 1.126 | 13,782
2,424 42,155 5,924 1,278 298 1,483 604 10, 387
1,876 42,130 6,100 1,297 307 1,820 | 321 7,147

4, 208 148,307 | 26,876 | 4,754 1,131 | 11,067 744 | 25,902
2,681 188,263 | 377,955 | 5,885 1,594 | 19,350 346 | 23,487
2,324 360,409 | 71,200 | 11,393 3,657 | 48,183 185 | 28,037

882 309,253 | 60,697 | 8,777 3,100 | 48,504 . 49 | 16,879
500 under 1,000 __ _.__.______ 543 379,132 | 73,555 | 10,642 3,086 | 65,684 21 | 14,885
1,000 under 5,000..___._______ 424 838,180 | 163,533 | 20,921 7,829 | 150, 442 10 | 17,138
5,000 under 10,000_.______.___ 32 216,513 | 422,047 | 5,624 3,412 | 47,436 1 6,812
10,000 and over________._____ 23 629,591 | 109,670 | 17,121 2,639 | 153,891 | .. _.._j -
Total ... ___._____._ 59,317 | 3,305,249 | 617,568 | 92, 454 27,992 | 549,258 | 37,142 | 214,350

No income data (inactive
corporations) - oo | o e e e 3,976 |._.--._-

For footnotes, see pp. 21-22.
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Part year returns.—Part year re turns of corporations. are those filed
for a period of less than 12 mon_ths, and represent reorganizations,
newly organized businesses, liquiclations, and changes from calendar
year to fiscal year basis, or vice vesrsa. The 24,961 part year returns
for which data are shown in the following table are for corporations
with the greater part of the income period in 1941. These returns are
included 1n the tabulations pertaiming to Form 1120 throughout this
report, except in the tables for fiscal year returns on page 17.

Part year returns of corporations, 1941

Total number of returns ®______ ______ _ ____ ... 24, 961
Returns with net income: !
Number of returns__.______ e m e e el 9, 079
Net income ! ____ o _l________. $406, 240, 862

Tax liability:

Normal tax 7 . $63, 684, 180

Surtax ®__ ____________ . _ . e 818, 296, 418
Declared value excess-profits tax 3_________ - $1, 297, 321

Execess profits tax *_ _ . . ___ _ . .. $113, 110, 402

Total tax___ .. $196, 388, 321

Returns with no net income: !

Number of returns__.___ . ________ _ ______ o ___._ 15, 882
Deficit 1 e $111, 274, 409

For footnotes, see pp. 21-22,

DATA T _ABULATED

The data presented in the tabwlations of this report pertain to the
number of returns and the amounts of receipts, deductions, net income,
deficit, Federal tax liability, diviidends paid, assets, and liabilities.
The tabulated items are described in footnotes as indicated on each
table. , '

Recerpts and deductions, itemized and total, are shown in the text
tables on pages 8 and 15 and in basic tables 3, 4, and 5, pages 60-141.
"The total amount of compiled receipts is shown in text tables on pages
6 and 11, in basic tables 1 and 2, pages 44-59, and in basic table 6,
pages 142-227. :

Dividends received and interest 7eceived on Government obligations, in
addition to being included in the text tables on pages 8 and 15, and in
basic tables 3, 4, and 5, pages 60-141, are presented separately in
basic table 8, page 232.

Compiled mnet profit or net loss (which includes wholly tax-exempt
interest on Government obligations) is shown in text tables on pages
9, 11, and 15, and in basic tables 3 through 6, pages 60-227.

Net income or deficit appears in text tables on pages 2, 6, 9, 11, 13,
15, 17, and 18, and in basic tables 1 through 7, pages 44-231.

Net operating loss deduction (due to net operating loss for the two
preceding taxable years) is shown in the text tables on pages 9 and 15,
and in basic tables 3, 4, and 5, pages 60-141.

Normal tax, surtax, declared value excess-profits tax, and excess profits

" tax are each shown separately in the text tables on pages 6, 9, 13, 15, 17,
and 18, and in basic tables 1 through 5, pages 44-141, and basic table 7,
pages 228-231.
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Total tax is shown in text tables on pages 2, 6, 9, and 15, and in basic
tables 1 through 7, pages 44-231. The total income tax (normal tax
- plus surtax) tabulated includes the total amount of income tax before
deduction of tax credit claimed for income and profits taxes paid to
foreign countries or possessions of the United States. The amount of
this credit is shown below.

Compiled met profit less total tax is'shown in the text tables on pages
9 and 15, and 1n basic tables 3, 4, and 5, pages 60-141.

Dwndends paid, in addition to being included in the text tables on
pages 9 and 15, and in basic tables 1 through 6, pages 44-227, are
presented separately in basic table 9, page 233.

Assets and liabilities, itemized and total, are presented in the text
tables on pages 10 and 16, and in basic tables 4, 5, and 6, pages 102—
227; total assets appear in the text table on page 11.

Items similar to those epumerated above, for prior years, are shown
on pages 270-293. '

INCOME AND PROFITS TAXES PAID T O FOREIGN COUNTRIES OR POSSESSIONS
OF THE UNITED STATES

That portion of the income and profits taxes paid or accrued to
foreign countries or possessions of the United States, which is claimed
as a tax credit under provisions hereinafter described, is $62,524,644
for returns with net income. Of this amount, $62,277,117 is reported
on returns with balance sheets and $247,527 on returns with no
balance sheets. Such credit is claimed only where a tax liability
exists and therefore is inapplicable to returns with no net income.
The amount of foreign taxes which are included in deductions from
gross income, by corporations not claiming the tax credit, is not
tabulated separately. ‘

The Internal Revenue Code provides the following methods for
reporting income and profits taxes paid or accrued to foreign countries
or possessions of the United States:

(1) Under section 131 of the Code such tax may be claimed as a
credit against income tax payable to the United States. When so
reported, the amount of the credit in respect of the tax paid to any
country cannot exceed the same proportion of the tax against which
such credit is taken, which the corporation’s net income from sources
within such country bears to its entire normal-tax net income for the
same taxable year; and the total amount of the credit cannot exceed
the same proportion of the tax against which such credit is taken,
which the corporation’s net incorme from sources without the United
States bears to its entire normal-tax net income. This method is
denied to a foreign corporation, a corporation organized under the
China- Trade Act, 1922, and to a domestic corporation which is
entitled to the benefits of sectionn 251 by reason of receiving a large
percentage of its gross income from sources within a possession of the
United States. .

(2) Under section 23(c) of the Code, corporations which do not
elect to have the benefits of section 131 and corporations which are
denied such benefits may include the total amount of such taxes in
deductions from gross income.



20 STATISTICS OF INCOMEZ FOR 1941, PART 2

The amount of credit claimed for- income and profits taxes paid or
accrued to foreign countries or posssessions of the United States for
each of the years 1925 through 19335 appears on page 8 of the 1935
volume, Statistics of Income, Partt 2; and beginning with 1939, is
shown in Statistics of Income, Part 22, for each year.

TAX LIABILITY AND COLLECTIONS, FA_.CTORS AFFECTING COMPARABILITY

The tax liability shown in this r-eport (the total amount reported
on the corporation returns as filed) 1s not strictly comparable with the
amount of tax collected for any given period, because of certain
factors, among which are the follow ing:

1. Audit of the returns may charxge the amount of tax liability.

2. The credit claimed for income and profits taxes paid by domestic
corporations to foreign countries ox possessions of the United States
is not deducted from the amount of income tax liability shown in this
report. (For amount of this credit, see page 19.)

3. Income tax paid at source on t ax-free covenant bonds is included
in the corporation income tax collections, but does not appear in these
tabulations. ‘

4. For those fiscal year returns ora which the tax is paid in four equal
installments, the total tax liability may not be collected during the
calendar year in which the returns are filed. Fiscal year returns are
required to be filed on or before the 15th day of the third month after
the end of the fiscal year, and paym.ent, as in the case of calendar year
returns, is required at the time the return is filed, or in four quarterly
installments. The first of the quarterly installments is due when the
return in filed. Thus, during the calendar year 1942, collections were
made of part or all of the taxes reported on returns for a fiscal year
ending in the period Japuary, 31, 1941, through September 30, 1942,
the last quarterly installment payment on returns with fiscal year

" ending January 31, 1941, being due on January 15, 1942, and the first
quarterly installment payment on. returns with fiscal year ending
September 30, 1942, being due on December 15, 1942; whereas there
are excluded from the statistics in this report, as previously indicated,
the returns for a fiscal year ending prior to July 1941 and subsequent
to June 1942, ) .

5. The amount collected in the current year includes “back taxes”
as well as the interest and penalties thereon. Back taxes are tax
payments which are delayed due to delinquency in filing, financial
embarrassment, liquidation of business, or any other cause, and are
not collected until after the close of the year in which they are due.

6. The amount tabulated in Statistics of Income is the entire tax
liability reported on the returns, whereas a relatively small portion of
such liability may be uncollectible.

7. Tabulations in this report exclude data reported on nonresident
foreign corporation income tax returns, Form 1120NEB, whereas
collections in the current year include taxes on these returns. Foreign
corporations not engaged in trade or business within the United States
and not having an office or place of business therein are required to
report, on Form 1120NB, income derived from sources within the
United States, unless the full amount of the tax has been withheld at
the source.
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Footnotes for text tables, pages 2-18

(Facsimiles of return forms, to which references are made, appear on pp. 323-352)

{ “Net income” or “Deficit’’ for 1941 (as in 194.0)
is the amount reported for declared value excess-
profits tax computation, adjusted by excluding net
operating loss deduction (items 30 and 26, respec-
tively, page 1, Form 1120).

¢ Amount shown as ‘‘Income tax’’ for taxable years
bheginning in 1940 includes income defense tax; for
taxable years beginning after 194¢C, such amount co n-
sists of normal tax and surtax, the defense tax being
incorp)orated in the normal tax. (See also notes 7
and 8.

¥ Amount shown as ‘“‘Declared value excess-profits
tax’’ for taxable years ending between July 1, 1940,
and June 30, 1941, includes declared value cxcesse
profits defense tax; for taxable yvears ending after
June 30, 1941, such amount consists of declared valutie
excess-profits tax only, the defense tax being incorp o-
rated therein. Amount shown for affiliated railroad
corporations, p. 15, is reported in separate declared
value excess-profits tax returns, the filing of consc1i-
dated returns not being permitted for this purpose.

4 The excess profits tax shown is that imposed by
section 710 of the Internal Revenue Code as amended
and should not be confused with the declared valuae
excess-profits tax. Forreturns with taxable year be-
ginning’in 1940, the amount tabulated is the excess
profits tax liability reported on corporation excess
profits tax returns (item 32, page 1, Form 1121). For
returns with taxable year beginning in 1941, the
amount tabulated is the excess profits tax deduction
(item 35, page 1, Form 1120) allowed in the compua-
tation of normal-tax net income.

¢ The industrial classification is based on the busi.
ness activity reported on the return. When multi-
ple businesses are reported on a return, the classifi-
cation is determined by thé business activity whicch
accounts for the largest percentage of total receipt s,
Therefore, the industrial groups do not reflect puxe
industry classifications. The industrial groups axe
based on the Standard Industrial Classificatioz~,
issued by the Division of Statistical Standard s,
Bureau of the Budget, Executive Office of the Presi-
dent. Charts showing the major industrial groums
and minor industrial groups in which changes ocelar
between 1941 and 1940 are shown on pp. 300-303.

8 “Total compiled receipts’” consists of gross sales
(less returns and allowances), gross receipts frorm
operations (where inventories are not an income-
determining factor), all interest received on Govern-
ment obligations, other interest, rents and royalties,

. net short-term capital gain, net long-term capital
gain, net gain from sale or exchange of property other
than capital assets, dividends, and other réceipts re-
quired to be included in gross income, described in
note 21. “Total compiled receipts” excludes mon-
taxable income other than tax-exempt interest re-
ceived on certain Government obligations.

7 “Normal tax’’ includes income and income de-
fense taxesreported on returns for a fiscal year endir. g
in period July through November 1941 and on re-
turns for a part year beginning in 1940 and ending in
1941é4the greater part of the accounting period fallirz g
in 1941.

8 The surtax levied under section 15 of the Internal
Revenue Code, as amended by the Revenue Act of
1941, applies to taxable years beginning alter Decerzn-
ber 31, 1940. Tabulated with the surtax for returras

. with net income is a small amount of surtax reporte d
onreturns with no net income, where receipts for thye
taxable year include interest on obligations of certain
instrumentalities of the United States, described in
note 14, such interest being added to the net incomz e
for declared value excess-profits tax computation i
the process of computing the surtax net income.

9 Number of returns shown excludes returns of
inactive corporations.

10 “Gross sgles”’ consists of amounts received for
goods, less returns and allowances, in transaction. s

where inventories are an income-determining factor.
For “Cost of goods sold,” see “Deductions.”

11 #Gross receipts from operations” consists of
amounts received from transactions in which inven-
tories are not an income-determining factor. For
““Cost of operations,” see “Deductions.”

12 “Tnterest received on Government obligations,
wholly taxable’”’ consists of intercst on Treasury
notes of the National Defense Series and obligations
issued on or after March. 1, 1941, by the United States
or any agency or instrumentality thereof, reported
as item 8(b), page 1, Form 1120. :

13 “Interest received on Government obligations,
subiect to declared value excess-profits tax and sur-
tax” consists of interest on United States savings
ponds and Treasury bonds owned in principal
amount of over $5,000 issued prior to March 1, 1941,
reported as item 8(a), page 1, Form 1120.

14 “Interest received on Government obligations,
subject to surtax only’’ consists of interest on obliga-
tions of instrumentalities of the United States (other -
than obligations issued under the Federal Farm Loan
Act, or under such Act as amended) issued prior to
March 1, 1941, reported asitem 31, page 1, Form 1120,

15 “Interest received on Government obligations,
wholly tax-exempt” consists of interest on obliga-
tions of States, Territories, or political subdivisions
thereof, the District of Columbia. and United States
possessions; obligations of the United States issued
on or before September 1, 1917; Treasury.notes issued
prior to December 1, 1940; Treasury bills, and
Treasury certificates of indebtedness issued prior to
March 1, 1941; obligations issued prior to March 1,
1941, under the Federal Farm Loan Act, or under
such Act as amended: and United States savings
bonds and Treasury bonds owned in principal
amount of $5,000 or less issued prior to March 1, 1941.
Interest from such sources is reported under item
15(a) of schedule M, page 4, Form 1120.

16 Ammount shown as ‘“‘Rents and royalties’’ con-
sists of gross amounts received. The amounts of
depreciation, repairs, interest, taxes, and other ex-
penses. which are deductible from the gross amount
received for rents, and the amount of depletion,
which is deductible from the gross amount of royal-
tiesreceived, are included in the respective deduction
items.

7 “Net capital gain or loss” is the net amount of
gain or loss arising from the sale or exchange of eapi-
tal assets. The term ‘‘Capital assets’’ means pProp-
erty held by the taxpayer (whether or not connected
with trade or business) but excludes. (1) stock in
trade or other property which would properly be
included in inventory if on hand at the close of the
taxahle year, (2) property held primarily for sale to
customers in the ordinary course of trade or business.
(3) property used in trade or business, of a character
which is subject to the allowance for depreciation,
and (4) Government obligations issued on or after
March 1, 1941, on a discount basis and payable w1}:h-
out interest at a fixed maturity date not exceeding
ome year from the date of issue. Capijtal gains and
losses are classified as ‘‘short-term’’ if the assets were
held 18 months or less, “long-term’’ if the assets were
held for more than 18 months. 1n computing net
income for the current year. a net short-term capital
gain and a net long-term capital gain or loss are in-
cluded but a net short-term capital loss is excluded.
However, a net short-term capital loss (in an amount
not in excess of the net income for the year in which

“the loss was sustained) may be carried forward and

¢ . e ! Y he
applied against any short-term capital gain of 1
succeeding taxable vear not already offset by capxta]
losses of such succeeding year. This carry-over 18
restricted to one.year.

13 «““Net gain or loss, sales other than capital assets’’
is the net amount of gain or loss arising from the sale
or exchange of property used in trade or business,
of a character which is subjeet to the allowdnce for
depreciation. .

(Footnotes co ntinued on p. 22)
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pcages 2-18—Continued

(Facsimiles of return forms, to which referex=ices are made, appear on pp. 323-352)

19 “PDividends, domestic corporations” is the
amount reported in column 2, schedule E, page 3,
Form 1120. This amount consists of dividends re-
ceived from domestic corporations subject to income
taxation under chapter 1 of the Internal Revenue
Code and is the amount used for computation of the
dividends received credit. There is excluded from
this amount dividends from corporations organized
under the China Trade Act, 1922, and corporations
entitled to the benefits of section 251 of the Internal
Revenue Code (corporations receiving a large por-
tion of their gross income from sources within a pos-
session of the United States) such dividends being
included in ‘“Other receipts.” .

20 “Dividends, foreign corporations” is the amount
reported in column 3, schedule E, page 3, Form 1120,
and is not used for the computation of dividends re-
ceived credit.

21 ““Other receipts’’ includes dividends from cor-
porations organized under the China Trade Act,
1922, and corporations entitled to the benefits of
section 251 of the Internal Revenue Code (corpora-
tions receiving a large portion of their gross income
from sourees within a possession of the United States),
and amounts not elsewhere reported on the return
such as: Profit from sales of commeodities other than
the principal commodity in which the corporation
deals; income from minor operations; bad debts re-
covered; cash discount; conditional payments from
United States Department of Agriculture; Federal
income tax paid by lessee; income from claims, license
rights, judgments and joint ventures; net amount
under operating agreements; net profit from com-
missaries; profit on dealing in futures; profit on prior
vears’ collections (installment basis); profit on pur-
chase of corporation’s own bonds; recoveries of bonds,
stocks, and other securities; refunds.for cancellation
of contracts, for insurance, management expenses,
and processing taxes; and income from sales of scrap,
salvage, or waste.

22 Where the amount reported as ‘““Cost of goods
sold’’ or “Cost of operations” includes items of deduc-
tions such as depreciation, taxes, etc., these items
ordinarily are not transferred to their specific head-
ings. However, an exception is made with respect
to amortization of emergency facilities reported in
costs, such amount being transferred to ‘‘Amortiza-
tion.”

# Amount shown as ‘“‘Compensation of officers”
excludes compensation of officers of life insurance
c%xlnpanies which file Form 1120L. Data not availe
able.

2¢ Amount shown as ‘‘Repairs” is the cost of inci-
dental repairs, including labor and supplies, which
do not add materially to the value of the property or
appreciably prolong its life.

28 The item ‘“Taxes paid”’ excludes (1) Federal in-
come tax and Federal excess profits taxes, (2) estate,
inheritance, legacy, succession, and gift taxes, (3)
income taxes paid to a foreign country or possession
of the United States if any portion is claimed as a tax
credit, (4) taxes assessed against local benefits, (5)
Federal taxes paid on tax-free covenant bonds, and
(6) taxes reported in *‘Cost of goods sold’’ and ““Cost
of operations.” :

2 The deduction claimed for “Contributions or
gifts” is limited to 5 percent of net income as com-
puted without the henefit of this deduection.

27 Amount shown as ‘“Amortization’’ is the deduc-
tion provided by -the Second Revenue Act of 1940
which allows for the amortization of the cost of emer-
gency facilities necessary for national defense.

28 Included in *‘Other deductions’ are (1) negative
amounts reported under income, (2) losses by aban-
donment, fire, storm, shipwreck, or other casualty,
and theft, (3) salaries and wages not deducted else-
where on the return, and (4) amounts not otherwise
reported as: Administrative, general, and office ex-
penses; advertising costs; bonuses and commissions;
delivery charges: freight and shipping expenses; pay-
ments in connection with lawsnits; research expenses,
sales discount; selling costs; travel expenses; and un-
re.alized profits on installment sales; also special de-

du ctions of life insurance companies relating to
reserve for dividends and reserve funds required by
lawsr, which deductions are $1,008,545,941 for returns
with balance sheets and $4,657,726 for returns with no
ba dance shects.

29 The “Net operating loss deduction” is the net
0D erating loss carry-over reduced by certain adjust-
ments. In general, the net operating loss carry-over
is the sum of the net operating losses, if any, for the
tw~ o preceding taxable yvears. If there is net income
in  the first preceding taxable year, the net operating
losss for the second preceding taxable year is reduced
itO “the extent such loss has been absorbed by such net
n come.

30 Compiled net loss after total tax payment.

31 “Number of returns with balance sheets’ ex-
cluades returns of inactive corporations and returns
with fragmentary balance sheet data.

32 Amount shown as “Cash’” includes bank de-
po sits.

33 Amount shown as “Investments, Government
ob ligations” consists of obligations of the United
St ates or agency or instrumentality thereof as well as
ol_)]l'gz}tlgns of States, Territories, and political sub-
divisions thereof, the District of Columbia, and
U mited States possessions. -

34 Amount shown as ‘Capital assets’’ consists of
(1) depreciable tangible assets such as buildings,
fixed mechanical equipment, manufacturing facili-
ties, transportation facilities, and furniture and
fixtures, (2) depletable tangible assets—natural re-
sources, (3) intangible assets such as patents, fran-
chises, formulas, copyrights, leaseholds, good will,
arad trade-marks, and (4) land. (Amount on page
10 excludes land.)

3 Amount shown as “Other assets’’ consists of
assets not elsewhere reported “on return, such as:
Sln_klng funds; other funds; deferred charges: organi-
Zation expenses; prepaid and suspense items; interest,
discount, coupons, and dividends receivable; guar-
anty deposits, and deposits on contracts and meters;
anid cash value of life insurance. ‘‘Other assets’’ of
life insurance companies includes market value of
real estate and bonds and stocks in excess of book
value; interest, rents, and premiums due; and
agents’ balances.

36 Assets and liabilities are tabulated as of Decem-
ber 31, 1941, or close of fiscal year nearest thereto.
T otal assets classes are based on the net amount of
total assets after reserves for depreciation, depletion,
arnortization, and bad debts. Adjustments are
made in tabulating the data as follows: (1) Reserves,
when shown under liabilities, are used to reduce
corresponding asset accounts, and ‘“Total assets’ and
‘““Total liabilities” are decreased by the amount of
such reserves, and (2) a deficit in surplus, shown
under assets, is transferred to liabilities, and “Total
assets” and ‘‘Total liabilities” are decreased by the
amount of the deficit.

_ % Amount shown as ‘‘Other liabilities” consists of
liabilities not elsewhere reported on return, such as:
Deferred and suspense items; accrued expenses; divi-
d ends payable; funds held in trust; borrowed securi-
ties; outstanding coupons and certificates; and over-
drafts. “‘Other liabilities” of life insurance com-
Panies includes the net value of outstanding policies
and annuities, and borrowed money. ‘“Other lia-
bilities”” of banks includes deposits (time, savings,
demand, ete.) and bank notes in circulation. ‘“‘Other
liabilities” of building and loan associations includes
certificates of deposit. ’

% Amount shown as “Surplus and undivided
profits” consists of paid-in or eapital surplus and
earned surplus and undivided profits. See note 39.

3% Amount shown as “Deficit” consists of negative '
amounts of earned surphus and undivided profits.

0 Total number of fiscal year returns includes re-
turns of inactive corporations.
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CORPORATION EXCESS PROFITS TAX RETURNS (FORM 1121)
SUMMARY DATA

The number of excess profits tax returns tabulated is 91,649, of
which 42,412 returns with adjusted excess profits net income of
$6,334,864,471 show excess profits tax amounting to $3,362,533,908
and 49,237 returns with $3,880,222,598 adjusted excess profits deficit.
show no excess profits tax. As compared with returns for 1940,
there is an increase of 216 percent in the number of taxable returns
and an increase of 800 percent in the amount of tax reported. The
following table shows the changes between 1940 and 1941 in each of
the principal items:

Corporation excess profits tax returns, 1941 and 1940: Number of returns, excess
profits net income and credits, adjusted excess profits net income or deficit, and tax

[Money figures in thousands of dollars}]

Increase or decrease
1941 19401
Nauélno%eéf r‘ Percent
Total numberof returns____.____ .. ___._.___._ 91, 649 57,932 33, 717 58
Returns with adjusted excess profits net income: 3
Number of returns. . ______ e _.. 42, 412 13, 440 28, 972 216
Excess profits net income 3__________.____._____._____ 12,072,516 | 2,997,937 | 9,074,579 303
Excess profitscredit 4._______________________ .. ___. 5,261,799 | 2,019,109 | 3, 242,690 161
Excess profits credit carry-over S._______.__________ ___ 290,679 | oo .. 290,679 | . ___
Adjusted excess profits net income 2__._.._________ ___ 6, 334, 864 911,603 | 5, 423, 261 595
Excess profits tax®__ ... . ... ___ 3, 362, 534 373,511 | 2,989,023 800
Returns with no adjusted excess profits net income: 2 .
Number of returns__ . _____ . __.. 49, 237 44, 492 4,745 11
Excess profits net income 3______________ ____________ 3,437,869 | 3,507, 329 -—69, 460 -2
Excess profitseredit 4. _ . ____ . __________________ 5,092,827 | 6,792, 265 | —1, 699, 438 —25
Excess profits credit carry-over 5.______.___________ ___ 1,979,079 |- oo ... 1,979,079 jocceoeo.
- Adjusted excess profits defieit 2. ... ... _________ ___ 3,880,223 | 3,557,921 322, 302 9

For footnotes, see p. 31. )
RETURNS INCLUDED

The excess profits data in this report are tabulated from returns
for the calendar year 1941, a fiscal year ending within the period
July 1941 through June 1942, and a part year with the greater por-
tion of the accounting period in 1941, It should be noted, however,
that for tabulation purposes these returns are divided into two
groups as follows:

(1). Returns filed under 1941 law.—This class includes returns for
the calendar year 1941, for a fiscal year ending in the period January
through June 1942, and for a part year beginning in 1941 with the
greater part of the accounting period in 1941. :

(2) Returns filed under 1940 law>.—This class consists of returns
for a fiscal year ending in the period July through November 1941,
and for a part year beginning in 1 940 with the greater part of the
accounting period in 1941.

With the exception of the imme diately preceding text table, the
tabulations of excess profits data are limited in each instance to one
or the other of the foregoing groups. The text tables on pages 2428
and basic tables 10-14, inclusive, are devoted to the returns in the
first group, while the text tables on pages 29-30 provide information
with respect to the second group.
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The .data are tabulated from the returns as: ﬁled pr1or to revisions
that may be made as a result of audit, by the Bureau of Internal
Revenue. Data from tentative a.nd amended returns aré not in-
: oluded - Approximately 20,000 norxtaxable returns with excess profits
net_income (computed under the - invested -capital method) of not

more than .$5,000 are not mcluded in th1s report since the1r incomes

~ are below the filing requirement. -
- For .both ‘taxable .and nonta}rable excess proﬁts tex returns filed

, . under the 1940 law. and for the ta=xable returns filed under the 1941

law, the data-shoewn in this. Treport are tabulated from each return.-

In the ccase of nontaxable retirns filed under the 1941 law, the data

represent a combination of (1) com pletely tabulated data from returns
showing normal tax net income of $100,000 or more, or excess profits
‘credit -of $250,000 or more, and from consohdated returns regardless - -

of“the size of- these items, and (2) estimated'data based on a 20 per-

. cent sample of returns: Whlch show" normal tax-net income and excess.
. profits credit below -the sizes speclﬁed and which are not filed on a
“consohdated basis. - .

CHANGES IN LAW AFFECTING EXCESS PROFITS TAX RETURNS (FORM 1121)

The excess proﬁts tax structure £or 1941 is basically the same as for |

”'.l-1940 -described in Statistics of Income for 1940, Part 2, pages. 21-25,

| ‘.However the comparability. of exc ess profits data for the two years.is

- affected by certain provisions of thhe Revenue Act of 1941, applicable

i te tax .years beginning in- 1941.  The principal chenges thereby
. introduced are: described below: -

(1) Increase in rates. —The excess profits: tax rate in- eech ad]usted

. as follows

e Ad;usted_excess_prqﬁts net income ? 1 1041 rates | 1 -940}&%.

(Thousands of dollars) . (percent) | (percent)

' Under 20------------------__.-._-_1 ............ [ A A [ R 35 . ) 25
- 20nder B0 . o o e el 40 o230,

B0 DT 100 - e i 45 35
100-under 250. - .o oiooaaoooo R g UL R g o, 50 T 40 .

250 under 500 ......... i mmeeoan U R . .. 46

vaer 800 e PR s m i e —m——————— 60 : 50 -

' For iootnote, see . 31

' (2) Reversal of the deductions Jor income and excess proﬁts tazes. <
" Under the excess profits tax law, thee income tax was heretofore allowed

. as'a deduction in computing excess profits net income. .The-1941

_ Act provides instead that the excess profits tax is to be allowed as'a

- deduction for income tax purposes. The increase in excess profits .

tax liability resulting from this reversal is partially offset by a reduc-
tlon in the normal tax:and surtax.

(3) Reduction in invested capital credit.—In the case of corporatlons

‘using the invested capital method, the excess profits credit is reduced
from a flat 8 percent of invested capital to 8 percent of invested
capital not in excess of $5,000,000 plus 7 percent of the 1nvested
eap1tal in excess of that a,mount

(4) New capital.- —To encourage the 1nvestment of new capltal in
-COlporate enterprise, a more liberal allowance is provided for new
- capital in computing the excess profits credit under the invested
capltal method. New capital in the form of money or property pald

AR excess profits net mcome bracket 1s 1ncreased by 10 pereentage pomts

4



STATISTICS OF INCOME FOR 1941, PART 2 - 25

in for stock during taxable years beginning after December 31, 1940,
and of taxable stock dividends mad e during the same period is counted
at 125 percent of its value in computing equity invested capital.
Earnings and profits retained in the business are not considered new
capital. DISTRIBUTION OF TAXA BLE RETURNS AND TAX

For all taxable returns filed under the 1941 law, the effective excess
profits tax rate, i. e., the total excess profits tax divided by the ad-
Justed excess profits net income, is 53.8 percent. - Only 1,543 returns
show income subject to the top rate of 60 percent. This group of
returns, while representing only 4 percent of the total number of
returns with adjusted excess profits net income, shows excess profits
tax of $2,535,633,072, or 79 percent of the total. At the lower end
of the rate scale, 21,710 returns, or 57 percent of the total, show
income subject only to the 35 percent rate and account for less than
2 percent of the tax. The number of taxable returns and excess
profits tax by highest rate applicable are as follows:

Number of Excess profits| Percentage distribution
: : umber o tax®
Highest rate applicable (percent) returns | (thousands of
dollars) Returns Tax
R 21,710 50,218 | . 56.74 1. 56
0. e 6, 650 78,764 17.38 2.44
A e 3,812 107, 069 9. 96 3.32
B0 e e 3,196 221, 690 8.36 6.88
B e eeeee 1, 351 228, 247 - 3.53 7.09
B0 e 1, 543 2, 535, 633 4.03 78.71
Total . 38, 262 3,221, 621 " 100. 00 100.00

For footnote, see p. 31.
COMPARISON OF TAXABLE AIND NONTAXABLE RETURNS

While less than one-half of the returns filed under the 1941 law show
adjusted excess profits net income and excess profits tax, four-fifths of
the normal-tax net income is reported on returns with adjusted excess
profits net income. The proportion of returns with adjusted excess
profits net income is highest in the $500,000 to $1,000,000 normal-tax
net income class and lowest in the tander $20,000 class.

The number of returns and normal-tax net income are shown below
by normal-tax net income classses for returns with adjusted excess
profits net income and returns with no adjusted excess profits net

income:
[Mormal-tax net income classes and mGney figures in thousands of dollars]

Returns with adjusted | Returns with no ad-
All returns excess profits net justed excess profits
income 2 net income 2
Normal-tax net income classes 7
(after excess profits tax) N -
- ormal-teax Normal-tax -
I\ugtl_ber net income 7 Nug}ber net income 7 Nugr;bcr Normal-ta);
(beforeexcess (beforeexcess : net income
returns profits tax) returns profits tax) returns
Under 20 __.._____..____.__.____. 45, 209 481, 401 13,491 189, 665 31,718 291, 736
20under 50_ . ... ___.______ 17, 768 625, 425 10, 960 422, 587 6, 803 202, 838
S0under 100. . _______.___._.____ 7,972 669, 831 5, 605 507, 113 2,367 162, 718
100 under 250 ______._____..._ . 5, 898 1,158,172 4,475 939, 389 1,423 218, 784
250 under 500 _ .. _.______.______ 2, 239 1,019, 2777 1,729 842, 150 510 177,127
500 under 1,000 _________________ 1,205 1,132, 765 932 941, 153 273 191, 612
1,000 under 5,000 ___________.___ 1,047 2, 894, 725 787 2, 346, 462 260 543, 263
5,000 and over__....._._.__.__.__. 250 5,960, 7636 211 4, 910, 918 69 1,049, 848
Deficit 8. ... 1,739 9115, 42 72 1,722 1, 667 91 7,204
Total .o oo . 83,357 | 1013, 226, 8531 32 202 | 11,101,159 45,005 1 16 2, 725, 722

For footnotes, see p. 31.
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METHOD OF CREIDIT COMPUTATION

Throughout basic tables 10-14, the returns filed under 1941 law
provisions are segregated according to the method of credit computa-
tion employed. This classification discloses that although the re-
turns with excess profits credit bas ed on income represent slightly less
than one-half of the returns with adjusted excess profits net income,
they account for approximately t-wo-thirds of the excess profits net
income, excess profits credit, adjusted excess profits net income, and
excess profits tax. Among the retwirns with no adjusted excess profits
net income, those with excess profi ts credit based on income are in the
minority both as to number of returns and amount of excess profits
net income. A summary of the results obtained from this classifica-
tion follows:

[Money figures in £t housands of dollars]

Adjusted ex-
. Number Exce ss Excess Excess cess profits | Excess
Method of credit computation ¢ | . oo profits net profits  |profits credit| net income | profits
income 3 credit ¢ carry-over 5| or deficit ? tax ¢
=
Returxr-ns with adjusted excess profits net income ?
Invested capital method_...____ ~ 19,493 | 3,760. 067 1, 466, 663 209, 056 1,997,301 | 1,049,779 -
Income method. ... ... 18,769 | 7,537, 917 | 3,387,540 81, 623 3,990,693 | 2,171,841
General average ... ... 9, 224 4,483, 141 1, 931, 657 40, 249 2,474,835 | 1, 367,625
Increased earnings__.________ 9,545 | 3,054, 776 1, 455, 883 41, 375 1, 515, 858 804, 217
Total. oo 38,262 | 11,297, 985 | 4,854,203 290, 679 -5,987,994 | 3, 221, 621

Returnss with no adjusted excess profits net income 2

Invested capital method_..._.___. 28, 306 2,324, 410 3, 694, 481 1,722,961 | —3,234,563 | ________.
Income method .- ___.__.____ 16, 789 908, 072 | 1,089,417 256, 118 —521,408 | ...
" General average__...._...._._. 7, 366 405, 910 483,104 120, 331 —234,355 |occoooeoan
Increased earnings._..______.__ 9,423 502, 161 606, 312 135, 787 —287,053 | __._____.
Total . ... 45,095 3,232, 481 4, 783, 898 1,979,079 | —3,755,971 | ._.__._...

For footnotes, see p. 31.

DATA FROM INCOME TAX RETURNS SHOWING EXCESS PROFITS TAX
DEDUCTION '

" To supplement the informatiorn obtained from corporation excess

profits tax returns, Form 1121, there are presented, in tables 15 and
16, compilations of the basic tax data reported on income and de-
clared value excess-profits tax returns, Form 1120, by corporations
with excess profits tax liability. The returns used for this purpose
were selected from those filed foxr the calendar year 1941 and fiscal
years ending in the period January through June 1942, and were
identified by means of the excess profits tax deduction allowed in
the computation of normal tax net income.

For returns with balance sheets, a classification by major industrial
groups is provided in table 15 and a classification by size of total
assets is shown in table 16. In both instances the data tabulated
include the number of returns, itecms of assets and liabilities as of the
close of the taxable year, itemized receipts and deductions, compiled
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net profit, net income, each type of income and profits tax, and
dividends paid.

The industrial classification discloses that 43.6 percent of the re-
turns and 80.4 percent of the excess profits tax are accounted for by
the manufacturing industry. Corporations engaged in trade rank
next highest with 35.5 percent of the returns and 10.4 percent of the
tax. The distribution by industrial divisions is as follows:

Percentage
Number Et)i:gsests distribution
Industry 1t of pro ax
returns (thousands
of dollars) | patyrns | Tax
Mining and quarrying. _ .. ... 745 36, 981 2.0 1.2
Manufacturing_ ______ e e 16, 533 2, 562, 507 43.6 80. 4
Public utilities. ... . ___ ... 1,914 161, 161 5.0 5.1
Trade_-.._.._. e e e 13, 486 333, 065 35.5 10. 4
Service. ... 1, 472 14, 953 3.9 .5
Finance, insurance, real estate, and lessors of real property.. 2,042 39,013 5.4 1.2
Construetion. ... __.____._ . ____________________________~__ 1, 395 37, 306 3.7 1.2
Agriculture, forestry, and fishery 364 T3, 647 1.0 .1
Total elassified .. _____ . ____________________ 37,951 3, 188, 633 100.0 100.0
Not elassified ... __. . ________. 947 35,247 | feeeo..
Grand total. ____________ ... 38, 898 3,223,880 |- ___}._.__. S,

For footnote, see p. 31.

- Returns with total assets of $1,000,000 and over, while representing
only 16.8 percent of the total nummber of returns with balance sheets,
account for 88.8 percent of the excess profits tax. The distribution
by total assets classes is shown below:

Excess Percentage
Total assets classes 12 Nuf)x}ber (p;loﬁts t%x distribution
‘(thousands
(Thousands of dollars) . . returns of dollars) Returns Tox

Under 502 3,813 5, 289 10.0 0.2
S0under 100 ... _.. 5,902 16, 545 15.5 .5
100 under 250 __ . 10, 577 67, 627 27.8 2.1
250 under 500 .o 6, 738 106, 201 17.7 3.3
500 under 1,000 -~ ... ____ . _.___ 4,615 162, 225 12.1 5.1
1,000 under 5,000. . . ..o _______. 4,773 531, 294 12.5 16.7
5,000 under 10,000_ __.___.____ e e e e 757 322, 071 2.0 10.1
10,000 under 50,000 . _ .- . . 662 695, 596 1.7 21.8
50,000 under 100,000 oo .. ... 108 324, 577 .3 10. 2
100,000 and OVer_ . ... 109 958, 293 .3 30.0
" Totalelassified.. - oo . 38, 054 3,189, 719 100.0 100.0
Balance sheets not available________________________ ________ 844 34,160 | ... __
Grand total . ______________._________. [, P 38, 898 3,223,880 | oo

For footnote, see p. 31.

The net income reported on returns showing an excess profits tax.
dedugtion amounts to $11,631,663,121, while the combined normal
tax and surtax is $2,424,093,459, the declared value excess-profits tax
i1s $54,795,056, and the excess profits tax reported as a deduction is
$3,223,879,943. Thus the aggregate amount of income and excess
profits taxes is $5,702,768,458, ox approximately one-half of the net
income,
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The portion of net income absorb ed by income and excess profits
taxes varies from a low of 33.1 per<ent for corporations with total
assets under $50,000 to a high of 53 .3 percent for corporations with
total assets between $5,000,000 and. $10,000,000. The net Income,
income tax, and excess profits taxess, by total assets clesses, are as
follows: '

[Money figures and assets classes in thousands of dollars]

Total income and
_ Deiclared excess profits taxes
i value ex- Excess
Total assets classes 13 Ngt income| Income ta.x cess-profits | profits tax I
ax - Amount | of net
income
Under 50 -ooooooooooo 42,807 | 8169 740 5, 280 14, 107 %31
50 under 100 . o -oooooo o 109, 775 21,234 1, 660 16, 545 39, 438 35.9
100 under 250 . ... 367, 352 78,153 4,439 67, 627 150. 220 40.9
250 under 500 . . _.______._. 484, 104 109, 58 4 5, 191 106, 201 290. 977 45,6
500 under 1,000_. .. _________. 653, 189 146,31 & 6, 431 162, 225 314, 974 48. 2
1,000 under 5,000 ... 1, 898, 716 408,157 13, 762 531, 204 953, 214 50. 2
5,000 under 10,000 ____________ 990, 758 200, 200 5, 626 322,071 527, 898 53.3
10,000 under 50,000 __.__.____ 2, 239, 204 460, 960 10, 177 695, 596 1, 166, 732 52.1
50,000 under 100,000 ... ... 1,103, 414 227,721 2, 088 324, 577 554, 387 50.2
100,000 and over____...__._.____. 3,607,753 736, 58 2 3, 665 958, 293 1, 698, 540 471
Balance sheets not available..-. 134, 501 27,014 1,016 34, 160 62, 191 46,2
Total «ooeomo e 11,631,663 | 2,424,094 54,795 | 3,223,880 | 5,702,768 49.0

For footnote, see p. 31.

EXCESS PROFITS CRE DIT CARRY-OVER

The excess profits tax returns for tauxable years beginning in 1941 are
the first returns in which the excess profits credit carry-over is effective
as a credit against excess profits net income in the computation of
excess profits tax. The carry-over which becomes available for 1941
consists of the unused excess profits credit for the taxable year begin-
ning in 1940, 1. e., the excess of the excess profits credit over the ex-
cess profits net income for such taxable year, computed under the law
applicable to taxable years beginnirig in 1941. ,

Among returns with adjusted excess profits net income there are
10,200 returns showing excess profits credit carry-over in aggregate
amount of $290,679,407. Among the returns with no adjusted ex-
cess profits net income there are 6,291 returns on which the excess
profits credit carry-over is effective in eliminating the income subject
to tax. The latter group of returns shows credit carry-over totaling
$309,109,875, of which $120,570,805 is applied against excess profits
net income to make the returns nontaxable. Basic table 14, pages
248-249, contains additional data tabulated from the taxable and non-
taxable returns on which the credit carry-over is effective and shows
the distribution of such returns by adjusted excess profits net income
or deficit classes and by method of credit computation.
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The total excess profits credit carry-over reported on returns with
no adjusted excess profits net incorne 1s $1,979,079,200. * It should be
noted, however, that this ficure und erstates 'the total amount available,
by reason of the fact that the credit carry-over is frequently omitted
from returns in which the specific exemption and excess profits credit
together equal or exceed the excess profits net income.

CONSOLIDATED RETURNS

A total of 697 affiliated groups of corporations filed consolidated
excess profits tax returns for the calendar year 1941 and fiscal years
ending in the period January through June 1942. Of this number,
243 returns, representing 1,831 paxent and subsidiary concerns, show
an excess profits tax of $491,636,017 and 454 returns, representing
4,137 parent and subsidiary concerns, show no excess profits tax.

Of the 243 returns with adjusted excess profits net income, 148
show excess profits credit computed on the basis of invested capital
and 95 on the basis of income. Of the 454 returns with no adjusted
excess profits net income, 366 show excess profits credit based on in-
vested capital and 88 based on income. Data from the consolidated
returns are included in all the tabulations pertaining to Form 1121
throughout this report and are presented separately in basic tables
12 and 13, pages 244--247.

RETURNS FILEIDD UNDER 1940 LAW

The excess profits tax returns for fiscal years endln@ in the period
July through November 1941 are filed under the law provisions 1n
effect for 1040. For this reason these returns are excluded from
basic tables 10-14, inclusive, and from the preceding text tables with
the exception of ‘the summary table on page 23. This group of
returns numbers 8,292, of which 4,150 are faxable returns showing
excess profits net income of $774, 531 ,665, adjusted excess profits net
income of $346,870,450, and excess proﬁts tax of $140,913,129. On the
4,142 nontaxable returns there is reported excess proﬁts net income
of $205,387,602 and ad]usted excess profits deficit of $124,251,455.
The followmg table shows the distribution of the faxable returns
according to highest rate applicable:

b Excess profits] Percentage distribution
. . Number of tax e
Highest rate apphcable (percent) returns (thousands
of dollars) Returns Tax

2 e 2, 588 4,211 62. 36 2.99
B0 e e o e 650 5, 561 15. 66 3.95
B - e 332 7,227 8.00 5.13
A0 e - 337 18,121 8.12 12.86
3 T P 128 17,307 3.09 12.28
B0 . e e e 115 ‘88, 486 2.77 62.79

Total .. ool e e 4,150 140,913 100. 00 100. 00

For footnote, see p. 31.

589783—45——3
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The number of returns and normal-tax net income are shown below
by normal-tax net income classess for returns with adjusted excess
profits net income and with no ad justed excess profits net income:

[Normal-tax net income classes and mmoney figures in thousands of dollars]

Returns withadjusted | Returns with no ad-

All returras excess profits net justed excess profits

income ? net income ?

Normal-tax net income classes 7 hd

Number | Norxrmal-tax| Number | Normal-tax| Number | Normal-tax
of returns | netiracome? | of returns | netincome? | of returns (net income 7
UNAer 20 oo e 3,796 40, 894 1,078 14, 413 2,718 26, 481
20under 50 - - oo 1,914 59, 602 1,143 36, 348 771 23, 255
50under 100 . . oo 908 64, 218 671 48, 046 237 16,172
100 under 250 . - - oo o oo e emoas 788 1 23, 467 617 97, 973 171 25,494
250 under 500 . - - oo oo 348 123,255 290 102, 240 58 21,015
500 under 1,000 ._______ ... 209 146, 592 173 121, 622 36 24,970
1,000 under 5,000 __ . oo . 188 367,615 152 298, 533 36 69, 081
5,000 and OVer_ oo oeaao o 25 " 31,038 21 291, 016 4 50, 022
DefiCit & e e 116 © 4,985 5 9 155 111 94,830
Total . e eeeee - 8,292 (101, 2651, 696 4,150 | 191,010, 037 4,142 10 251, 659

For footnotes, see p. 31. ‘

In the following table the returns filed under the 1940 law are
classified according to the method of credit computation, for returns
with adjusted excess profits net income and returns with no adjusted
excess profits net income, and there are shown the number of returns,
excess profits net income, excess profits credit, adjusted excess profits
net income or deficit, and excess profits tax.

[Money figures in tkxousands of dollars]

Adjusted

. - Number |  EXcess Excess excess Excess
Method of credit computation of retwarng | Profits net +  profits | profits net | profits
income 3 credit ¢ | incomme or tax &
deficit 2 (—)

Returns with adjusted excess profits net income ¢

, 964 330, 316 177,428 143, 808 58, 283

Invested capital method. ... . ____._____.__ 1
Income method .. oo 2, 186 444, 216 230, 168 203, 062 82 630
General average . __ .o —caoooooo—_. - 634 122,173 62,619 | . 56,151 22, 747
Increased earnings. .. .- ooooeoeao 1, 552 322,043 167, 549 146,911 59, 883
Total e e 4, 150 774, 532 407, 596 346, 870 140, 913

Returns with no adjusted excess profits net income 2.

Invested capital method ... _______________.

2, 320 110, 992 181,683 | —82,101 |._________

Income method .- oo 1, 822 94, 395 127,346 | —42,060 |- .-
General average . ... _ooio.. 626 28, 320 33, 503 —8,312 .. ._.____.
Increased earnings. .. - .. oo _____._.. 1, 196 66, 075 93, 843 —33,748 |.__.._..
7 4, 142 205, 388 308,920 | —124,251 |.______..

 For footnotes, see p. 31.
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Footnotes for text tables, pages 23-30

[Facsimiles of return forms to which references are made appear on pp. 323-352]

1 No excess profits tax returns were filed for fiscal
years ending in period July through November 1940,
since the excess profits tax provisions are applicable
only to taxable years beginning after December 31,
1939.

1 The adjusted excess profits net income or deficit.
for returns with taxable year beginning in 1940 is the
excess profits net income less the sum of the specifie
exemption and excess profits credit. For returns
with taxable year beginning in 1941, there is allowed,
in addition, a carry-over of the unused excess profits
credit from the preceding taxable year (see note 5).
In a part year return, the excess profits net income is
placed on an annual basis before making thiscompu-
tation; accordingly, the adjusted excess profits net
income shown for such a case is on an annual basis.
For returns with no adjusted excess profits net in-
come, filed under the 1941 law, the data are based in
part on an estimate as explained in text on page 24.

3 T'he excess profits net income or deficit for returns
with taxable year beginning in 1940 is obtained from
the normal-tax net income by making certain ad-
justments, consisting principally of the deduction
of income and income defense taxes for the taxable
year, and the exclusion of (1) dividends received
from domestic corporations (this adjustment refers
to that portion of dividends not deducted as divi-

- dends received credit in computing normai-tax net
income), and (2) gains or losses from the sale or ex-
change of capital assets (depreciable or nondepre-
ciable) held for more than 18 months. For detailed
description of the adjustments, see note 36, page 315.
For réturns with taxable years beginning in 1941, the
income tax is not deducted in arriving at excess
profits net income, instead, the excess profits tax is
allowed as a deduction in the computation of normal-
tax net income. (The starting point in the computa-
tion of excess profits net income for 1941 remains the
normal-tax net income computed without deduction
of excess profits tax.)

4+ The excess profits credit is a deduction from the
excess profits net income and is computed by one or
the other of the following methods:

(@) Under section 713 of the Code the credit is
based on income (schedule A, Form 1121), and for
domestic corporations is 95 percent of the average
base period net income plus 8 percent of net capital
additions or minus 6 percent of net capitalreductions;
for foreign corporations this credit is 95 percent of the
average base period net income. The method based
on income permits the base period net income to be
determined on either a general average basis or on
increased earnings in the last half of the base period.
The base period, in general, begins after December
31, 1935, and ends with the close of the last taxable
year beginning before January 1, 1940.

(b) Under section 714 the credit is based on in-
vested capital (schedule B, Form 11i21), and for
returns with taxable year beginning in 1940 is 8 per-
cent of invested capital for the taxable year. For
returns with taxable year beginning in 1941, if the
invested capital method is used, the excess profits
credit is reduced to 8 percent of invested capital not
in excess of $5,000,000 plus 7 percent of the invested
capital in excess of that amount.

5 The excess profits credit carry-over, which is
reported for the first time on returns for taxable
years beginning in 1941, consists of the unused excess
profits credit, i. e., the excess of the excess profits
credit over the excess profits net income, for the
preceding taxable year, computed under law pro-
visions applicable to tax years beginning in 1941.
The credit carry-over shown is the total amount
reported; however, the amount shown for returns
with no adjusted excess profits net income under-
states the total amount available by reason of the
fact that the credit carry-over is frequently omitted:
from returns in which the specific exemption and
excess profits credit together equal or exceed the
excess profits net income. For a tabulation of re-
turns on which the credit carry-over is effective, see
basic table 14, pages 248-249,

8 “Txcess profits tax’’ is the amount reported as
item 33, page 1, of Form 1121 for 1941 (item 32 for
1940). This is the amount after adjustment in case
of position inconsistent with prior income tax lia-
bility, but before any credit claimed for income tax
paid to a foreign country or United States possession.

7 The classification by normal tax net income
classes is based on normal-tax net income as reported
on page 1, Form 1120, which is equal to total income
less the sum of (1) total deductions, (2) declared
value excess-profits tax, (3) partiaily tax-exempt
interest, to the extent such interest is included in
total income, (4) dividends received credit, and (5)
for taxable years beginning in 1941, excess profits tax.
The amount tabulated as ‘‘Normal tax net income’”
is obtained from item 1, Form 1121, and corresponds
to the amount described above except that, for tax-
able vears beginning in 1941, the excess profits tax
has not been deducted.

8 fncluded in “Deficit”’ class are returns with
deductions equal to income.

? Deficit.
10 Net income less deficit.

11 The industrial classification is based on_the
husiness activity reported on the return. When
multiple businesses are reported cn a return, the
classification is determined by the business activity
which accounts for the largest percentage of total
receipts. Therefore, the industrial groups do not
reflect pure industry classifications. The industrial
groups are based on the Standard Industrial Classi-
fication, issued by the Division of Statistical Stand-
ards, Bureau of the Budget, Executive Office of the
President. :

12 Assets and liabilities are tabulated as of Decems-
ber 31, 1941, or close of fiscal year nearest thereto.
Total assets classes are based on the net amount of
total assets after reserves for depreciation, depletion,
amortization, and bad debts. Adjustments are
made in tabulating the data, as follows: (1) Reserves,
when shown under liabilities, are used to reduce
corresponding asset accounts, and ‘‘I'otal assets’
and ‘“Total liabilities” are decreased by the amount
of such reserves, and (2) a deficit in surplus, shown
under assets, is transferred to liabilities, and ‘“Total
assets’ and ‘“Total liabilities’ are decreased by the
amount of the deficit.
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PERSONAL HOLDING COME®ANY RETURNS (FORM 1120H)

The total number of personal holding company returns, Form
1120H, for 1941 filed during the calendar year 1942'is 5,501. A sur-
tax liability of $1,001,707 is repor-ted on 314 returns showing undis-
tributed subchapter A net income of $1,143,054, while 5,187 returns
show no undistributed subchaptexr A net income and are therefore
nontaxable. These figures compar-e with the data for 1940 as follows:

" Personal holding comparey returns, 1941 and 1940

Increase or decrease
1941 1940
Number or
amount | Fercent
Total number of returns. ... ... . 5, 501 5,730 —299 —4.00
Returns with undistributed subchapter A net incom e:
Number_ ol 314 300 C14 4,67
Undistributed subchapter A netincome___.__.__ _____ $1,143,054 | $1, 476,834 | —$333.780 | —22.60
Surtax liability_ ... $1,001, 707 | $1,198, 476 | —$196,769 | —16.42
Returns with no undistributed subchapter A net income. 5,187 5, 430 —243 —4. 48

The data in this section are tabulated from personal holding com-
pany returns, Form 1120H, for thie calendar year 1941, a fiscal year
ending in the period July 1941 thirough June 1942, and a part year
with the greater part of the accounting period in 1941. Data from
corporation income and declared value excess-profits tax returns,
Form 1120, filed by personal holding companies are not included in
this section but are included in all tabulations pertaining to Form 1120
throughout this report. Annual information returns, Form 958, re-
quired to be filed by each officer and director of foreign personal
holding companies defined in section 331 of the Internal Revenue
Code, are not included in this report. .

Personal holding company returns, Form 1120H, aré filed under
the provisions of subchapter A, chapter 2 of the Internal Revenue
Code, which levies a surtax at graduated rates on the undistributed
subchapter A net income of corporations classified as personal hold-
ing companies. The surtax thereby imposed is in addition to the
corporation income and declared value excess-profits taxes reported
on Form 1120. Personal holding companies are exempt from the
surtax levied by section 102 of the Code on corporations improperly
accumulating surplus and are likewise exempt from the corporation
excess profits tax imposed under section 710 of the Code. ‘

The personal holding company surtax rates for taxable years
beginning after December 31, 1940, are 71% percent of the undis-
tributed subchapter A net income not in excess of $2,000, and 823
percent of the amount thereof in excess of $2,000. These rates are
equivalent to the combined surtax and surtax defense tax rates in
effect for 1940, the rates for 1941 having been changed only to the
extent of incorporating the defense tax in the surtax. A comparison
of prior year rates is shown in note 39, page 315.
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In section 501 of the Code, a personal holding company is defined,
In general, as any corporation if (1) at least 80 percent of its gross
income for the taxable year is personal holding company income;
but if the corporation is a personal holding company for any taxable
year beginning after December 31, 1936, then, for each subsequent
taxable year, the minimum percentage 1s 70 percent in lieu of 80
percent, until a taxable year during the whole of the last half of
which the stock ownership required in (2) does not exist, or until the
expiration of three consecutive taxable years in each of which less
than 70 percent of the gross income is personal holding company
income; and (2) at any time during the last half of the taxable year
more than 50 percent in value of 1its outstanding stock is owned,
directly or indirectly, by or for not more than five individuals.

The term ‘“‘personal holding com pany’’ does not include a corpora-
tion exempt from taxation under section 101; a domestic bank or
trust company, a substantial part of the business of which consists
of receiving deposits and making loans and discounts or exercising
fiduciary powers; a life insurance cornpany ; a surety company ; a foreign
personal holding company (as defirned in section 331); a licensed per-
sonal finance company under State supervision, at least 80 percent of
the gross income of which is lawful interest received from individuals
each of whose indebtedness to such company did not at any time
during the taxable year exceed $300 in principal amount, if such
interest is not payable in advance or compounded and is computed
only on unpaid balances; and a foreign corporation if (a) its gross
. income from sources within the United States for the three previous
consecutive years has been less than 50 percent of its total gross
income from all sources and (b) all of its stock outstanding during the
last half of the taxable year'is owned by nonresident alien individuals,
whether directly or indirectly through other foreign corporations.

Personal holding company income, which enters into the foregoing
classification, is defined in section 502 of the Code as the portion of
gross income which consists-of: (&) Dividends, interest (other than
Interest constituting rent under (¢)), royalties (other than mineral, oil,
or gas royalties), and annuities; (&) gains from stock and security
transactions, except in the case of regular dealers; (¢) gains from com-
modities transactions; (d) income from estates and trusts; (¢) income
from personal service contracts; (f) amounts received as compensation
for a shareholder’s use of corporation property; (¢9) rents, unless con-
stituting 50 percent or more of the gross income; and (%) mineral, oil,
or gas royalties, unless such royalties constitute 50 percent or more
of the gross income, and unless the deductions allowable for expenses
under section 23(a) (other than compensation for personal services
rendered by shareholders) constitute 15 percent or more of the gross
. income. For further explanation of and exceptions pertaining to the
above items, see instruction (A) for Florm 1120H, facsimile on page 351.

The subchapter A net income, computed as the first step in the
determination of personal holding company surtax liability, includes,
personal holding company income and other income as well. It is
obtained from the net income for 1ncome tax computation (item 36,
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page 1, Form 1120) by making th e following adjustments, described
here in the order of computation ora the face of Form 1120H:
A. Capital gain and loss adjustmments—

In place of the net long-teram capital gain or loss and the net
short-term capital gain used ira computing chapter 1 net income,
there is substituted the net capital gain or loss computed without
regard to length of time for which the assets were held but with
losses allowed only to the extent of $2,000 plus the gains.

B. Deductions not allowed—

(1) Expenses and deprecia tion which are allocable to the
operation and maintenance of property owned or operated by the
personal holding company, and which are allowed as deductions
under chapter 1 of the Code, are disallowed for purposes of
chapter 2, subchapter A, to th.e extent that they exceed the rent
or other compensation receivved for the use of the property.
For exceptions to this provision, see instruction 7, Form 1120H,
facsimile on page 352. :

(2) The net operating loss d eduction (allowed in the computa-
tion of chapter 1 net income) is not ailowed in computing sub-
chapter A net income. '

C. Additional deductions— '

(1) Federal income, war-profits, and excess-profits taxes, as

well as income and profits taxes paid to a foreign country or

. United States possession, are deductible to the extent not al-
lowed in computing chapter 1 net income. This provision does
not apply to surtax on corporations improperly accumulating
surplus or to surtax on personal holding companies.

(2) In lieu of contributions or gifts deducted in computing
chapter 1 net income, there is substituted a deduction for con-
tributions or gifts made within the taxable year in an amount
not in excess of 15 percent of the taxpayer’s net income, such
net income being computed under the provisions of chapter 1
without a deduction for contributions or gifts and adjusted to
the extent described in A and B(1), above.

(3) Amounts paid in liquidation of liability of the corporation
based on liability of a decedent to make contributions or gifts
are also deducted in arriving a.t the subchapter A net income.

Undistributed subchapter A net income is derived from the sub-
chapter A net income by deducting (@) the amount of dividends paid
credit provided in section 27(a) (1) and (2), computed without the
benefit of the credit for interest on certain Government obligations,
(b) amounts used or irrevocably set aside to pay or to retire indebted-
ness of any kind incurred prior to January 1, 1934, if such amounts
are reasonable with reference to thie size and terms of such indebted-
ness, and (¢) dividends paid after the close of the taxable year and
before the 15th of the third month following the close of the taxable
year. Amounts deductible under (@) and (¢) are computed as pro-
vided in section 504 (a) and (¢). See 