
































FACSIMILES OF FORMS USED, 1963

1963 Instructions For Form 990-C
EXEMPT COOPERATIVE ASSOCIATION INCOME TAX RETURN

GENERAL. INSTRUCTIONS

(References are to the Internal Revenue Code unless otherwise indicated)

A. Who Must File Form 990-C.-A return must be filed by
every exempt cooperative association described in section 521,
whether or not having any taxable income.

B. Period to be covered by return.-Returns shall be filed for
the calendar year 1963 or fiscal year beginning in 1963 and ending
in 1964. For the procedure to follow in changing an established
accounting period, see Section 1.442-1, Income Tax Regulations.
In cases where prior approval must be obtained, file Form 1128,
Application for Change in Accounting Period.

C. Accounting methods.-Taxable income shall be computed
in accordance with the method of accounting regularly used by
the taxpayer in maintaining its books and records. In all cases
the method adopted should clearly reflect taxable income. (See
section 446.) Except in those cases where the law specifically
permits it, a taxpayer may not change the method of accounting
upon the basis of which it has reported its income in prior years
(for its income as a whole or with respect to any Separate trade
or business) without first securing consent on Form 3115, Appli-
cation for Change in Accounting Method..

Rounding off to whole-dollar amounts.-The money items on
your return and accompanying schedules may be shown as whole-
dollar amounts. Eliminate any amount less than 50 cents, and
increase any amount from 50 cents through 99 cents to the next
highest dollar.

D. Filing of return and payment of tax.-Returns of exempt
cooperative associations described in section 521 must ~e filed
on or before the 15th day of the 9th month following the close
of the taxable year with the District Director of Internal Revenue
for the district in which the association's principal place of business
or principal office or agency is located. (Section 6072.)

The tax must be paid in full when the return is filed or in two
installments, 50 percent on or before the 15th. day of the 9th
month and 50 percent on or before the 15th day of the 12th month
following the close of the taxable year.

The tax may be paid in cash or by check or money order drawn
to the order of "Internal Revenue Service." Cash payment should
be made only in person at the District Director's office.

Section 6016 provides that an association subject to income tax
shall make a declaration of estimated tax for-the taxable year if its
income tax liability for such taxable year, reduced by the amount
which th or ation estimates as the sum of any credits against
tax provided y the Code, can reasonably be expected to exceed
$100,000. (See Form 1120-ES.)

E. Signature and verification.-The return must be signed either
by the president, vice president, treasurer, assistant treasurer or
chief accounting officer, or by. any other corporate officer (such as
tax officer) who is authorized to sign. A receiver, trustee, or as-
signee must sign any return wfiich he is required to file on behalf
of an association.

F. Failure to file, etc.-Substantial additions to the tax are
sed for failing to file a return, for late filing, and for filing

"ripo
e

a fal or fraudulent return.

G-(1). Information at the source.-Every organization engaged
in a trade or business shall make an information return on Forms
1099 and 1096 with respect to payments made during the calendar
year in the course 'of such trade or business to another person of
fixed

*
or determinable salaries, wages, commissions, fees, and other

forms of compensation for services rendered aggregating $600 or
more (to the extent not reported on Form W-2), and rents, roy-
alties, annuities, pensions, and other gains, profits, and income
aggregating $600 or more. (See Section 1.6041-1, Income Tax
Re llations.) - Where the aggregate compensation of an employee
is r600 or more and a portion thereof is required to be reported
on Form W-2, the remainder must be reported on Form 1099,
regardless of imount.

Every association making payments of interest or dividends

aggregating $10 or more to any person during the calendar year
1963 shall make an information return on Forms 1096 and 1099.

In general, any organization exempt from tax under section 521
which makes payments (with respect to patronage occurring on
or after the first day of the first taxable year of the organization
beginning after December 31, 1962) of amounts described in Sec-
tion 1.6044-3, Income Tax Regulations, aggregating $10 or
more to any person during any calendar year shall make an infor-
mation return on Forms 1096 and 1099. Any organization alIo-
cating to any patron (with respect to patronage occurring in any
taxable year of the

organization
beginning before January 1, 1963)

amounts aggregating $100 or more during a calendar year as
patronage dividends, rebates or refunds, shall for each such cal-
endar year make an information return on Forms 1096 and 1099.

A copy of Form 1099 shall also be furnished to each recipient of
dividend, interest, and patronage dividend payments.

&-(2). Information regarding dissolution or liquidation-
Every association shall, within 30 days after the adoption by the
association of a resolution or plan for the dissolution of the
association or for the liquidation of the whole or any part of
its capital stock, render a correct return on Form 966 setting
forth the terms of such resolution or plan.

Every association making distributions in liquidation of the
whole or any part of its capital stock shall also make returns
on Forms 1096 and I

"
099L, as required by instructions on Form

1096, for the calendar year 1963.

H. Balance sheets.-The balance sheets, Schedule L, should
agree with the books of account or any differences should be
reconciled.

Line 9, Schedule L, should show land less any accumulated
amortization of the land as an emergency facility under the au-
thority of section 168.

I. Attachments.-Attachments may be used in the preparation
of your return it the lines on the form schedules are not sufficient
for your needs. The attachments must contain all required infor-
mation, follow the format of the official schedules and must be
attached to the return in the same sequence as the schedules
appear on the official forms. If an attachment is used in place
of a schedule having 4 summary line on page I- of the form the
total need not be entered on the schedule, but must be entered
on page 1.

J. Information return by a domestic corporation with respect
to controlled foreign cofporations.-Every domestic corporation
shall make a separate annual information return on Form 2952,
in duplicate, with respect to each controlled foreign corporation
and each foreign subsidiary. This information required by sec-
tion 6038 must be furnished even though there are no foreign
taxe .s which would be reduced.-

K. Stock ownership in foreign corporations.-A corporation
owning directly or indirectly any stock of a foreign corporation
must attach a statement showing the name and address of each
Fompany and the total number of shares of each class of outstand-
ing stock owned during the taxable year. It the corporation
owned 5 percent or more in value of the outstanding stock of a
foreign rso al holding company, attach a statement setting forth
i

pg;. n
n com

.
detail the information required by section 551 (d).

L. Tax computation instructions-Fo reign tax credit.-If, in
accordance with section 901, a foreign tax credit is claimed by a
domestic corporation on line 4, page 3, Tax Comput4tion, Form
1118 should be submitted with the return, together with the re-
ceipt for each tax payment. If credit is sought for taxes accrued
but not paid, see section 905 and regulations thereunder. For
carryback and carryover of a foreign tax credit, see sections
904 (d) and 904 (e).

Tax from recomputing prior year investment credit.-Enter the
amount that the credit taken in a prior year or years exceeds the
credit as recomputed due to early disposition of such property
(section 47 (a) ). Attach computation.

INSTRUCTIONS 990-C (1963)
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SPECIFIC INSTRUCTIONS (Numbered to correspond with line numbers on page I of return)
1. Gross receipts.-Enter gross receipts or sales from all business

operations except those required to be reported in lines 4
through 9.

2. Cost of goods sold.-If the production, manufacture, pur-
chase, or sale of merchandise is an income-determining factor in
the trade or business, inventories of merchandise on hand should

be
taken at the beginning and end of the taxable year, and may

be valued at cost, or at cost or market, whichever is lower, or
by any other permissible method.

An inventory method once properly adopted is contKolling until
permission to change is obtained from the Commissioner. , Appli-
cation for per-mission* to change an inventory method must be made

on
Form 3115 and filed with the Commissioner within 90 days

after tire beginning of the taxable year in which it is desired to
effect a change. In case the inventories reported do not agree
with the balance sheet, attach a statement explaining the
difference.

An association electing to use the last-in, first-out method of
valuing inventory provided for in section 472 must file Form 970
with the return for the first year of the election. Thereafter,
attach separate schedule showing: (1) a summary of all inven-
toriiis; (2) with respect to any inventories computed under sec-
tion 472, the computation of the quantities and cost by acquisition
levels.

Cost of operations (where inventories are not an income-deter-
mining factor).-If the amount entered on line 2 includes an
~mount applicable to cost of operations, attach a schedule show-
ing: (I ) salaries and wages; and (2) other costs in detail.

4 (a). Income from patronage dividends, rebates, and refunds-
Treatment of distributions and allocations received from a co-
operative association with respect to 'Patronage occurring in a
taxable year of such association beginning before January 1, 1963
(see Section 1.61-5, Income Tax Regulatio'ns).-Enter the total
of amounts allocated from cooperative associations and fill iii
Schedule B. If the allocation is in the form of capital stock, re-
volving fund certificates, letters of advice, retain certificates or
similar documents, include the fair market value of such docu-
ments at the time of their receipt by the patron. Any document
containing an unconditional promise to pay a fixed sum of money
on demand or at a fixed or determinable time shall be considered
to have a fair market value at the time of its receipt by the patron,
unless it 'is clearly established to the contrary. However, any
document which is payable only at the discretion of the cooperative
association, or which is otherwise subject to conditions beyond the
control of the patron, shall be considered not to have any fa!*r
market value at the time of its receipt by the patron, unless it is
clearly established to the contrary.

Treatment of distributions and allocations received from a co-
operative association described in section 1381 (a). with respect
to patronage occurring in a taxable year of such association be-
ginning after December 31, 1962 (see section 1385).-Enter the
total amount of patronage dividends received in money, qualified
written notices of allocation, or other property (except nonquali-
lied written notices of allocation), and fill in Schedule B. Also
enter total amount of nonpatronage distributions received on a
patronage basis from tax exempt farmers' cooperatives in money,
qualified written notices of allocation, or other property (except
nonqualified written notices of allocation) with respect to earnings
derived by such association either from busin6s done with or for
the United States or any of its agencies or from sources other
than patronage, such as investment income. Qualified written

'notices of allocation. are to be included at their stated dollar
amounts and property is to be included at its fair market value.
Also enter amounts received upon redemption, sale, or other dis-
position of nonqualified written notices of allocation.

Patronage dividends attrib
'
utable to purchases of capital assets or

depreciable property are not includable in income but the basis of
such items must be reduced accordingly.

4 (b). Income from dividends on capital stock.-Enter the
total of all taxable dividends received from domestic and foreign
corporations, except dividends on share accounts in Federal sav-
ings and loan associations in case of share accounts issued prior to
March 28, 1942, and fill in Schedule C, Part 1.

5. Interest on U.S. obligations.-Enter interest on obligations of
the United States and U.S. instrumentalities.

Non-interest-bearing obligations issued at a discount.-Tax-
payers on the cash basis may elect, as to all non-interest-bearing
obligations issued at a discount and redeemable for fixed amounts
increasing at stated intervals (for example, United States Savings
Bonds), to include the increase in redemption price applicable
!o the current year. For the year of election the total increase
in redemption price of such obligations occurring between the date
of acquisition and the end of the year must be included. Attach

statement listing obligations owned and computation of the in-
crease. (Section 454.)

6. Other interest.-Enter on line 6, the amount of interest on
loans, notes, mortgages, bonds, bank deposits, corporate bonds,
etc. The term "corporate bonds" includes bonds, debentures,
notes, certificates of indebtedness, or other evidences of indebted-
ness issued by any corporation and bearing interest, with interest
coupons or in registered form. For provisions relating to amorti-
zable bond premium, see section 17 1.

7. Rents.-Enter the gross amount received for the rent of
property. Any expenses, including repairs, interest, taxes, and
depreciation, should be included in the propcr'items of deduc-
tions on page 1. In the case of a lease entered into prior to
January 1, 1954, if both lessor and lessee are corporations and if
under the lease the lessee is obligated to pay any part of the
lessor's income tax on the rental payment, this tax is excluded
from lessor's gross income and may not be deducted by lessee.
(Section 110.)

8. Royalties.-Enter the gross amount received as royalties.
.If a deduction is claimed for depletion, it must be reported on
line 23, page 1.

9. Gains and losses from sales or exchanges of capital assets
and other pfoperty.-The computation of gains and losses from
sales or exchanges of capital assets and property other than
capital assets should be made on separate Schedule D (Form 1120).
.Every sale or exchange of property, even though no gain or loss is
indicated, must be reported in detail. If for any taxable year the
net long-term capital gain.exceeds the net short-term capital loss,
or in case of only a net. long-term capital gain, a computation
of the alternative. tax should be made on separate Schedule D
(Form 1120).

The results computed on separate Schedule D (Form 1120)
must be shown in the appropriate lines, pages I and 3 of Form
990-C, disregarding any reference to the Form 1120.

10. Other incorne-Enter total amount of other income not
reported elsewhere in the return and attach schedule showing
details. Include recoveries of bad debts deducted in prior years
under the specific chargc-off method. Refunds of taxes deducted
in prior years shouldlie reported here and not offset against current
year's taxes.

14. Rents.-Enter rent paid or accrued for business property
in which the corporation has no equity. With respect to leases
entered into prior to January 1, 1954, see instruction No. 7.

15. Repairs.-Enter the cost of incidental repairs, including
labor, supplies" and other items, which do not add to the value
or appreciably prolong the life of the property. Expenditures for
new buildings, machinery, equipment, or for permanent improve-
ments or betterments which increase the value of the property
are chargeable to capital account.

16. Bad debts.-Bad debts may be treated in either of two
ways-(I) by a deduction from income in respect of debts which
become worthless in whole or in part, or (2) by a deduction
from income of a reasonable addition to a reserve for bad debts.
(Section 166.).

A taxpayer filing a first return of income may select either of
the two methods, and that method must be followed for subse-
quent years, unless permission is granted by the Commissioner
to change to the other method. Application for permission to
change the method must be made on Form 3115 within 90 days
after the beginning of the taxable year for which it is desired to
effect the change.

17. Interest.-Enter interest paid or accrued on business in-
debtedness. Do not include interest on indebtedness incurred or
continued to purchase or carry obligations, the interest on which
is wholly exempt from income tax. (Section 265.)

See section 267 for limitation on deductions for unpaid ex-
penses and. interest in the case of transactions between related
ta~:payers.

18. Taxes.-Enter taxes paid or accrued during the taxable
year and attach a schedule showing the type and amount of tax.
Do not include Federal income, war-profits, and excess-profits
taxes; estate, inheritance, legacy, succession, and gift taxes; for-

e1g
or United States possession income, taxes if any credit is

claimed on line 4, page 3, Tax Computation; Federal taxes paid
on bonds containing a tax-free covenant, nor taxes not imposed
upon the taxpayer. See section 164 (d) regarding apportion-
ment of taxes on real property between seller and purchaser.

19. Contributions or gifts gaid-Enter contributions or gifts
actually paid within tb - le year of the character described
in section 1740 (c). The amount claimed shall not exceed 5
percent of the taxable income computed without regard to (I )
this deduction, (2) the dividends-received deductions from Sched-
ule C, Part Il and (3) any net operating loss carryback to the
taxable year under section 172.

At the election of a corporate taxpayer on the accrual method

1.
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of accounting (which election, must be made at the time its return
is filed), any contribution or gift will be, considered as paid during
the taxable year if payment is actually made on or before the 15th
day of the 3d month following the close of the taxable yeak, and
if the contribution' or gift ha

*
s been authorized during the taxable

year by the board of directors of the corporation. A copy of such
authorization must be attached to the return. Do not deduct as
a business expense.charitable contributions which come within the
above description, but which are unallowable in whole or in part
due to the limitation contained in section 170. (Sec. 162 (b).)

Any contributions paid during the taxable year in excess of the
amount deductible may be carried over and deducted in the two
succeeding taxable years subject to the 5 percent limitation pro-
vided in section 170 (b) (2). In a taxable year to which there is
a net operating loss carryovcr and'charitable contributions in ex-
cess of the amount deductible (or a charitable contribution carry-
over from a preceding taxable year), see section 170 (b) (3).

Attach a schedule showing the name and address of each or-
ganization and the amount paid.' If there is included a contri-
bution carryover, show the amount and how the carryover was
determined.

For each gift of property other than cash attach a statement
setting forth a description of the property, the date of the gift, and
the method of valuation for all gifts except securities.

Special rule for contribution of depreciable property as defined
in section 1245 (a) (3).-The amount to be taken into account
for such purposes shall not exceed the fair market value of the
property less the amount which would constitute ordinary income
under section 1245 (a).

20. Losses by fire, storm, shipwreck, or other casualty, or theft.-
Enter losses sustained during the year, arising from fire, storm,
shipwreck, or other casualty. For determination of the amount
deductible, see section 165 (b). Theft losses are deductible only
in the year in which discovered.

21. Amortization.-If the taxpayer elects the deduction with
respect to the amortization of (a) the adjusted basis of any emer-
gency facility (section 168) with respect to which the Government
has issued a certificate of necessity, or (b) certain expenditures
relating to research and experiment (section 174), trademark and
trade name expenditures (section 177), exploration (section 615)

,development (section 616), and organizational (section 248), a
statement of the pertinent facts should be filed with the return.

22. Depreciation.-A reasonable allowance for the exhaustion,
wear and tear, and obsolescence of property used in the trade or
business or of property held by the taxpayer for the production
of income shall be allowed as a depreciation deduction. The
allowance does not apply to inventories or stock-in-trade nor

toland apart from the improvements or physical development added
to it. Depreciation on leasehold improvements, patents and copy-
rights shall be included in Schedule G.

Adjustments to basis of property: (a) Investment credit.-The
cost or other basis of property which qualifies for the investment
credit shall be reduced by an amount equal-to 7 percent (3 per-
cent for public utilities) of the qualified investment.

(b) Additional first-yea-r depreciation.-If a taxpayer elects
toclaim the additional first-year allowance under section 179, the

basis of the property must be adjusted for the amount of the
deduction so claimed.

(c) Salvage value.-In computing the basis on which deprecia-
tion may be taken for personal property, other than livestock
salvage value need not be taken into account, if it does not exceed
10 percent of the cost or other basis of the property. If salvage
value exceeds 10 percent, only the excess need be taken into ac-
count. These provisions apply to property with a useful life of 3
years or more which was acquired after October 16, 1962.

Alternative Depreciation Guidelines and Rules
Revenue Procedure 62-21 dated July 12, 1962, sets forth al-

ternative standards and procedures for determining depreciation.
The_guideline lives for guideline classes (broad categories not
item by-item) are in most cases substantially shorter than those
used prior to the Revenue Procedure. Taxpayers who wish.to
use these provisions must use them for all assets in a particular
guideline class.

The depreciation schedule provided on the return is to be used
for reporting depreciation under both Revenue Procedure 62-21
and previously prescribed rules and standards.

Revenue Procedure 62-21 is contained in IRS Publication No'
456 (9-62). Additional information is contained in IRS Pub-
lication No. 457. These publications may be obtained from the
Superintendent of Documents, Government Printing Office, Wash-
ington, D.C., 20402, for 25 cents and 15 cents, respectivel%.

DEPRECIATION METHODS
F~llowing is a brief description of the various methods of de-

preciation which may be used under either Revenue Procedure
62-21 or previously prescribed rules and standards:
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(a) Straight line-To compute the deduction, add the cost
of improvements to the cost (or other basis) of the property and
deduct the total depreciation allowed or allowable. Divide the
result by the number of years of useful life remaining to the
assct-the quotient is the depreciation deduction.

(b) Declining balance.-A uniform rate is applied each year
to the remaining cost or other basis of property determined at
the beginning of such year. For property acquired before Jan-
uary 1, 1954, or used property whenever acquired, the rate of de-
preciation under this method may not exceed one and one-half
times the applicable straight-line rate.

(c) Special rules for new assets acquired after December 31,
1953-The cost or other basis of an asset acquired after Decent-
her 31, 1953, may be depreciated under methods proper in the
past; or, it may be depreciated under any of the following meth-
ods provided (1) that the asset is tangible, (2) that it has an
estimated useful life of three years or more, and (3) that the
original use of the asset commenced with the taxpayer and com-
menced after December 31, 1953.

(1) Declining balance.-This method may be used with a rate
not in excess of twice the applicable straight-line rate.

(2) Sum of the years-digit.-The deduction for each year is
computed by multiplying the cost or other basis of the asset
by the number of years of useful life remaining (including the
year for which the deduction :is computed) and dividing the prod-
uct by the sum of all the digits corresponding to the years of the
estimated useful life of the asset'- In the case of a 5-year life this
sum would be 15 or (5+4+3+2+1). For the first year five-
fifteenths of the cost would be allowable, for the second year four-
fifteenths, etc.

(3) Other methods.-A taxpayer may use any consistent
method which does not result in accumulated allowances at the
end of any year greater than the total of the accumulated allow-
ances which would have resulted from the use of the declining
balance method. This limitation applies only during the first two-
thirds of the useful life of the property.

(d) Section 179-AdAtional first-year depreciation allow-
ance.-Corporations may elect to writt! off 20 percent of the cost
(before 'adjustment for the investment credit or salvage value) of
tangible personal property, but only to the extent of an aggregate
cost of $10,000, for the first taxable year for,which a deduction is
allowable under section 167. The cost of property does not include
so much of the basis of such property as is determined by reference
to the basis of other property held at any time by the li~rson acquir-
ing such property. This additional depreciation

is limited to prop-
erty with a remaining useful life of 6 years or more and which is
not acquired from an affiliated corporation (as defined in section
1504, except that "more than 50 percent" stock ownership is sub-
stituted for "at least 80 percent" wherever it appears in section
1504 (a) ). All members of the affiliated group will be treated as
one taxpayer, and the $10,000 limitation will be apportioned
among the members in the manner prescribed by regulations.
Further, for this allowance to api)ly in any case, the basis of the
property must not be determined in whole or in part by reference
to the transferor's basis. Depreciation on the remaining cost of
the property may be taken under any of the methods indicated
above. The additional first year depreciation of an -asset should
be shown on a separate line of the depreciation schedule rather
than included on the line used to show the regular depreciation
of the asset.

Change in method of depreciation.-Taxpayers who may de-
sire to follow more conservative depreciatiori policies because
ordinary income treatment will be applied to the gain (to the
extent of the depreciation taken after December 31, 1961 ) from
the sale or exchange of depreciable property defined in section
1245 (a) (3), may elect to change their method of depreciation
with respect to such property from the declining balance or sum
of the years-digits to the straight line method on or before the due
date of the return for the first taxable year ending ifter Decem-
ber 31, 1962. To make this election attach a statement to your
return identifying the assets to which the election applies.

23. Depletion.-If a deduction is claimed for depletion, Form
M (mines and other natural deposits), Form 0 (oil and gas), or
Form T (timber) should be submitted with your return. If com-
plete valuation data have been filed with questionnaire in previous
years, then file with your return information necessary to bring
your depletion schedule up to date, setting forth in full a statement
of all transactions bearing on deductions from or additions to value
of physical assets during,the taxable year with explanation of how
depletion deduction for the taxable year has been determined.
(Sections 611, 612,.and 613.) Expenditutes to be deferred and
deducted ratably under the election provided in section's 616 (b),
relating to certain expenditures in the development of mines, and
615 (b), relating to the deductions for mine explorations, are
not to be taken into 4ccount in determining the adjusted basis
for property for the purpose of computing a deduction for deple-
tion under section 611.

45
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25 (a). File Form 2950 to substantiate the deduction claimed
for amounts contributed to pension, profit-sharing, stock bonus,
and annuity plans under section 404. Form 2950 must.be filed
for years other than the first year a deduction is claimed and may
be used for the first year, instead of submitting the information
required by Section 1.404 (a)-2 (a), Income Tax Regulations.

(b). Enter deductions for contributions to employee benefit
plans (other than those claimed on line 25 (a) ) such as insurance,
health, or welfare plans. Submit a schedule for each plan show-
ing: (1) the nature of benefits, i. e., group term life insurance,
group permanent life insurance, nomnsured death benefit, hos-
pitalization, surgical, medical, sickness, accident, major medical
expense, unemployment benefits, or other welfare benefits; (2)
method of financing, i

*
e., insured, industry or area wide fund,

self-insured fund, or direct benefit payments; (3) the amount of
deduction; (4) the amount of employee. contributions; (5) the
number of employees covered; and (6) if a self-insured plan, the
amount of benefits paid during the taxable year. Also show the
number of employees employed by the corporation.

26. Other deductions.-Enter any other authorized deductions
for which no space is provided on the return. Any deduction
claimed should be explained in an attached schedule.

29. Deductions and adjustments under section 1382 and/or sec-
tion 522 (b)-Enter the total amount from Schedule H -which is
comprised of the following:

Dividends paid on capital stock.~Enter on line I the amount
actually or constructively paid as dividends during the taxable
year upon common stock (whether vo

'
ting or nonvoting), pre-

ferred stock, capital retain certificates, revolving fund certificates,
letters of advice, or other documentary evidence of a proprietary
interest in the cooperative association.

Nonpatronage income allocated to patrons.-Enter on line 2
amounts paid on a patronage basis to patrons in money, qualified
written notices of allocation, or other property (except non-
qualified written notices of allocation) where the income involved
was not derived from patronage. The amounts must be paid
during the payment period which begins on the first day of the
taxable year and ends on the 15th day of the 9th month following
the close of the taxable year in which the earnings were derived.
The term "income not derived from patronage" includes inciden-
tal income derived from sources not directly related to marketing,
purchasing, or service activities of the association (such

as
inc me

derived from the lease of premises, from investments, or from the
sale or exchange of capital assets) and from business done with
or for the Government of the United States or any of its agencies.
See patronage dividends below for explanation

of
the term

"qualified written notice of allocation." For deductibility of
amounts paid in redemption of nonqualified written notices of
allocation, see section 1382 (c) (2) (B).

For the deductibility of amounts paid during taxable years
beginning after December 31, 1962, with respect to income derived
during the taxable years beginning before January 1, 1963, see
section 522 without regard to sulichapter T.

Patronage dividends.--The term "patronage dividend" includes
any amount paid to a patron by a cooperative association on
the basis of business done with or for such patron under a pre-
existing obligation of the cooperative to pay such amount, and
which is determined by reference to the net earnings Of the orga-
nization from business done with or for its patrons. The fol-
lowing are not patronage dividends:

(a) Amounts paid to patrons out of earnings not derived from
business done with or for patrons.

(b) Amounts paid to patrons out of earnings from business done
with or for other patrons to whorrf no amounts are paid, or to
whom smaller amounts are paid, with respect to substantially
identical transactions.

(c) Amounts paid to patrons in redemption of capital stock or
in redemption or satisfaction of certificates of indebtedness 're-
volv:ng fund certificates, retain certificates, letters of advice, or
other similar documents.

(d) Amounts paid to patrons without reference to the net
earnings of the cooperative organization from business done with
or for its patrons.

To be deductible, patronage dividends must be paid during the
payment period which begins on the first day of the taxable year
in which the patronage occurs and ends on the 15th day .

of the
9th month.following the close of that taxable year.

See sections 1382 (e) and (f) for special rules relating to the
time when patronage is deemed to occur where products are
marketed under a pooling arrangement or where earnings are
includable in the gross income of the cooperative organization
for a taxable year after the year in which the patronage occurred.

Patronage dividends may be in the form of money, qualified
written notices of allocation, or other property (except non-
qualified written notices of allocation). The term "written
notice of allocation" means any capital stock, revolving fund
certificate, certificate of indebtedness, or other written notice,
which discloses to the patron the stated dollar amount allocated
to him by the organization 'and the portion thereof, if any, which
constitutes a patronage dividend. In order for a written notice
of allocation to be qualified, 20 percent or more of the amount
of the patronage dividend must be paid in the form of money or
a qualified check. (See section 1388 (c) and regulations there-
under.) One of two other conditions must be met before a
written notice of allocation is qualified:

(1) The patron must have the option of redeeming the
written notice of allocation in cash during a period beginning on
the date such written notice of allocation is paid and ending not.
earlier than 90 days from such date, and-the distributee must
receive written notice of the right of redemption at the time he
received such written notice of allocation, or

(2) The patron must consent, in one of three specified
methods, to having the allocation treated as being constructively
received by him and then reinvested in the cooperative. (See
section 1388 (c) (2) and regulations thereunder.)

If a written notice of allocation does not qualify, no deduction
is allowable at the time it is issued. However, the cooperative is
entitled to a deduction or refund of tax when the nonqualified
written notice of allocation is finally redeemed (provided that
such nonqualified written notice of allocation was paid as a
patronage dividend during the payment period for the taxable year
during which the patronage occurred) but only to the extent that
a,mounts paid in redemption of the nonqualified written notice of
allocation are paid in money or other property (other than written
notices of allocation) and do not exceed the stated dollar amount
of such nonqualified written notice of allocation. (Section1382(b)
and regulations thereunder.) A special rule is provided for com-
puting the cooperative's tax*in the year of redemption of a non-
qualified written notice of allocation. (See section 1383.)

For the deductibility of patronage dividends paid during taxable
years beginning after December 31, 1962, with respect to patron-
age occurring during taxable years beginning before January 1,
1963, see section 522 without regard to sulichapter T.

31 (a). Net operating loss deduction.-The '.'net Operating loss
deduction" is the sum of the net operating loss carryovers and
carrybacks to the taxable year. (Section 172 (a).) A net op-
erating loss may be carried back 3 years and carried over 5 years.
The net operating loss must first be carried to the earliest of the
8 taxable years to which it may be carried, then to the next
earliest year, etc. The portion of such loss which shall be carried
to each of the other 7 taxable years shall be the excess, if any, Of
the amount of such loss over the sum of the taxable income for
each of the prior taxable years to which such loss may be carried.
(Section 172 (b).) Attach a schedule showing your computation.

(b) Dividends-received deductions. (Sections 243-247.)
(Numbered to correspond to line numbers in Schedule C, part 11.)

(1) Dividends received from a domestic' corporation.-Enter
an amount equal to 85 percent of the amount received as divi-
dends (except dividends on certain preferred stock of public
utilities) from a domestic corporation subject to income tax.
Amounts received as dividends from mutual savings banks, co-
operative banks, and domestic building and loan associations and
allowed as a deduction to such banks or building and loan associA-
tions shall not be treated as dividends. In the case of dividends
received from a regulated investment company, see section 854
regarding limitations on amount deductible.

(2) Dividends received on certain preferred stock of public
utilities.-Enter 62.115 percent of the amount received as divi-
dends on the preferred stock of a public utility which is subject to
income tax and is allowed a deduction, as provided in section 247.

(3) Dividends received from certain foreign corporations.-
Enter 85 percent of dividends received from certain foreign cor-
porations. See section 245 for qualifications and limitations.

The total dividends-received deduction may not exceed 85 per-
cent of line 30, page 1. However, the 85 percent limitation does
not apply to a year in which a net operating loss occurs. (See
secti6n 246 (b).) In general, no dividend -received deduc-
tion will be allowed on any share of stock (A) which is,sold or
otherwise disposed of in any case in which the corporation has held
such share for 15 days or less, or (B) to the extent the corporation
is under an obligation to make corresponding payments with re-
spect to substantially identical stock or securities. Where the stock
has preference in dividends, the holding period is 90 days instead
of 15 if the corporation receives dividends with respect to such
stock which are attributable to a period or periods aggregating in
excess of 366 days. I
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U.S. Treasury Department
Internal Revenue Service

Check if this in a-
A. Sol p Wietorship 0 or

pa=" lp 0 electing
undersec . 1361 to be
taxed as a COrpoTchon.

B. Consolidated return
'
0

C. Personal Holding Co. 0
D. Business; Code No'

(sm instructions)

IMPORTANT-All applicable linesand schedules must be filled in. If the'lines on the schedules are not sufficient, see instruction Q.

1. Gross receipts or gross sales -------------------------------- Less: Returns and allowances ------------------------ -------------------------------

Q 2. Less: Cost of goods sold (Schedule A) and/or operations (attach schedule) ...........................

3. Gross profit
...................................................................................

................ -----------

4. Dividends (ScheduleQ ......................................................................... ...............................

5. Interest on obligations of the United States and U.S. instrumentalities.................

6. Other interest ................................................................................. ...............................

7. Rents ..................................................................................... ...............................
FA
0 8. Royalties ................................................................................................................

9. Net gains (losses) Orom separate Schedule D) .......... ........................................... ...............................

10. Critterincome tattach scheaulej .................................................... -****-*-

11. TOTAL income, lines 3 to 10, inclusive .............................................. , _* ... * _* -

12. Compensation of officers (Schedule E) ............................................................ ...............................

13. Salaries and wages (not deducted elsewhere) ...................................................... ...............................

14. Repairs (do not Include cost of improvements or capital expenditures) ......... I - - - - - - - - - - - - - - - - - - - -- - -------------------------------

15. Bad debts (from Schedule F if reserve method is used) .............................................. ...............................

16. Rents ......................................................................................... ...............................

17. Taxes (attach schedule) ........................................................................ ...............................

18. Interest ....................................................................................... ...............................

19. Contributions or gifts paid (attach schedule-see instructions,for limitation). . . . . . .

20. Losses by fire, storm, shipwreck, or other casualty, or theft (attach schedule). . . . . . . . . . . . . .

21. Amortization (attach schedule) .................................................................. ...............................

22. Depreciation (Schedule G) ...................................................................... ...............................

23. Depletion (attach schedule) ..................................................................... ...............................

24. Advertising ................................................................................... ...............................

25. (a) Pension, profit-sharing, stock bonus, annuity plans (see instructions). . . . . . . .

(b) Other employee benefit plans (see
26. Other deductions (attach schedule) ..............................................................

27. TOTAL deductions in lines 12 to 26, inclusive ................................................

28. Taxable income before net operating loss deduction and special deductions (line 11 less line 27) - -- - - - -- - -------------------------------

29. Lem: (a) Net operating loss deduction (see instructions-aftach schedule) ------ --------------------- --------

(b) Special deductions (Schedule I) .................................. 1
-1
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U.S. CORPORATION INCOME TAX RETURN-1963
or other taxable year beginning ------------ 1963, ending ----------- --------------- 19---

jpuci§t -i i-if -dA- F6 I NT)

Name

Number and street

City or town and State postal Zip code

E. Employer Identification No.

F. County in which located.

G Enter total assets from line
i3 Sch. L (am instruction R).

1 30. Taxable income (line 28 less line 29) ............................................................

31. TOTAL income tax (from line 10, Tax Computation Schedule, page 3) ..........................

32. Credits: (a) Tax paid with Form 7004 application for extension (attach copy"
- * *(b) Payments and credits on 1963 Declaration of Estimated Tax .......

(c) Credit from regulated investment companies (attach Form 2439) ...

E'S 33. If tax (line 31) is larger than credits (line 32), the balance is TAX DUE. Enter balance here

34. If tax (line 31) is less than credits (line 32) ................ Enter the OVERPAYMENT here -------)o-

39. Enter amount of line 34 you want: Credited on 1964 estimated tax ----------------------------------- Refunded -------------------------------

Under penalties of perjury, I declare that I have examined this return, including accompanying schedules and statements, and to
the best of my knowledge and belief it is true, correct, and complete. If prepared by a person other than taxpayer, his declaration is based
on all information of which he has any knowledge.

CORPORATE
SEAL

Dat Signature of officer Title

---------------- of preparer Address
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Fann 1120 (1963)

Schedule A.-COST OF GOODS SOLD. (See Instruction 2)
(where inventories are an income-determining factor)

1. Inventory at beginning of year ...... .

2. Merchandise bought for manufacture or sale.

3. Salaries and wages ......................

4. Other costs per books (attach schedule) .....

5. Total ...................................

6. Less: Inventory at end of year.............

7. Cost of goods sold (enter here and on line 2,
page 1) ........................ . .....

1. Name of declaring corporation

--------------------------------------------------------------------------

---------------------------------------------------------------------------

--------------------------------- ------------------------------------------

---------------------------------------------------------------------------

Totals .........................................

2. Domestic corporations
taxable under chapter I
Internal Revenue Code

3. Certain pr rred stockuti;1f,e
of gublic

t
ies taxable

un er chaster 1, Internal
Revenue ode

Total of columns 2, 3, 4, and 5 ...........................................................................

Add amount includable by shareholder of controlled foreign corporation (attach Form 3646) ..................

Total (enter here and on line 4, page 1)-.-. . . ..............................................I ................

5. Other corporations

-----------------------

Schedule D.-Separate Schedule D (Form 1120) should be used in reporting sales or exchanges of property. (See Instruction 9)

. Schedule E.-COMPENSATION OF OFFICERS. (See page 5 of Instructions)

1. Name and address of officer

--------------------------------------------------------------------------

--------------------------------------------------------------------------

------------------------------------------------- ------------------------

----------------------- ------------- --------------------------------------

2. Official title

----------------

--------------------

-------------------

3. T;me de-
voted to
busi-s.

Percent of corporation
stock owned

4. Common 15. Preferred

. Total compensation of officers (enter here and on line 12, page 1) ...........................

4. Foreign corporations

6. Amount of

-----------------------

-----------------------

-----------------------

-----------------------

Schedule F.-BAD DEBTS-RESERVE METHOD. (See Instruction 15)

7. Ex,f,ens.e.accountow
ces

---------------------

---------------------

---------------------

---------------------

1. Tax.
a 'to

2. Trade notes and accounts re-
ceivable outstanding at end of 3 Sales on account 4. Gross amount added to 5. Amount charged against 6. Reserve for bad debts at endy

ear year
. reserve reserve of year

1960 - ------------------------------- ----------------------------------- ------------------------------- -------------------------- I---- -----------------------------------

1961 - ------------------------------- ----------------------------------- ------------------------------- ------------------------------- -----------------------------------

1962 - ------------------------------- ----------------------------------- ------------------------------- ------------------------------- - ----------------------------------

1963.1
I

-------------------------- ---------- ------------------------ I ------------------------------- I ------------------------------- I -----------------------------------
NOTE: Securities which are capital assets and which become worthless within the taxable year should be reported in separate Schedule D.

Schedule G.-DEPRECIATION. (See Instruction 22, page 3)
This schedule is designed for taxpayers using the alternative guidelines and administrative procedures described in Revenue Procedure
62-21 as well as for those taxpayers who wish to continue using procedures authorized prior to the Revenue Procedure. Where double
headings appear use the first heading for the new procedure and the second heading for the older procedure.

1. Group and guideline class
- - - -- - -- ON-- -- - - - -

Description of property

------------------------------------------

------------------------------------------

------------------------------------------

2. Cost or other basis
at beginning of year

- - - - OR - - - -
Cost at other basis

----------------------

----------------------

----------------------

------------------------------------------

-------------------------

-------------------------

-------------------------

Page 2

1. Was inventory valued at-Cost [:); lower of cost or market E]
MFO E]; other E]? if other, attach explanation.

2. Have write-downs been made to inventory? Yes E) No E]. if
"Yes," were the write-downs computed on the basis of:
(a) [-] Percentage reductions from parts of the inventory
(b) El Percentage reductions from the total inventory
(c) E] Valuation of individual items.

If "Q" or "b" is checked, enter the percentage of write-
downs ----------- %. For "a, "b,' or "c" enter the dollar
amount of write-downs $---

_6 ---------- (If
not available,

estimate and indicate that_i~e igure is an estimate.)
3. Was the invento erified by physical count during the year?

Yes [-] No E]. ryff'"No," attach explanation of how the closing in-
ventory was determined.

4. Was there any substantial change in the manner of determining
quantities, costs or valuations between the opening and closing in-
ventories? Yes E] No [-I. If "Yes," attach explanation.

NOTE: If a direct answer cannot be given to a question, attach exp anation.
Schedule C.-INCOME FROM DIVIDENDS

3. Asset additions
in year (amount)

- - - -OR-
WDate acquire

-------------------

-------------------

-------------------

4. Asset retirements
in year (amount)

(applicable onf to
Rev. Proc. 6231)

----------------------

----------------------

----------------------

5. Depreciation
allowed or allowable

in prior years

--------------------

--------------------

--------------------

6. Method
of

=
ting
ation

------------

------------

------------

7. Class life
- -OR- -

Rate (0/0)
or life

------------

------------

------------

1. Totals ................. ...............................................................

2. Less: Amount of depreciation claimed in Schedule A and elsewhere on return..................................

3. Balance-Enter here and on line 22, page I ..............................................................

4. Cost or other basis of fully depreciated assets still in use .................................. I

8. Degradation for
is year

---------------------

---------------------

---------------------

R
om
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'Schedule H.-SUMMARY or DEPRECIATION AND AMORTIZATION SCHEDULES

49

Page 3

DEPRECIATION Under Rev. Proc. 62-21 Other AMORTIZATION

1. Straight line method --- ---- ----- --------------------------- --------------------------- 1. Emergency facilities -- - - - - - - - - - ---------------------------

2. Declining balance method - ----- --------------------------- --------------------------- 2. Research or experimental - - - - - - ---------------------------

3. Sum of the years-digits method ... --------------------------- 3. Exploration and development -- - ---------------------------

4. Based on units of production

---------------------------

4. Organizational - --- -- - - - - - - - - - ---------------------------

5. Addl. 1 st year (Sec. 179) . . . . . . . ......... ------ --------------------------- S. Trademark and trade name - - - - ---------------------------

.. .. ..6. Other (specify) 6. Other (specif )..... .. .. .

1

y ...............

7. Total depreciation claimed ..... 7. Total amortization claimed .....

Schedule I.-SPECIAL DEDUCTIONS

1. Dividends,received: (a) 85 percent of column 2, Schedule C................................................
(b) 62.115 percent of column 3, Schedule C ................................... ; ........
(c) 85 percent of dividends received from certain foreign corporations .....................

2. Total dividends-received deductions (sum of lines I (a), (b), and (c) but not to exceed 85 percent of the excess of line
28, page I over line 4 of this schedule). (The 85 percent limitation does not apply to Q year in which a net
operating loss occurs or if the corporation is a small business investment company.) ..........................

3. Dividends paid on certain preferred stock of public utilities (see instructions in case of net operating loss) ..........
4. Western Hemisphere trade corporations (not allowable in year of net operating loss) ..........................
S. Total special deductions (enter here and on line 29(b), page 1) ..............................................

TAX COMPUTATION SCHEDULE

1. Taxable income (line 30, page 1) .......................................................................

2. If amount of line I is:

(a) Not over $25,000--Enter 30 percent cf line 1 (32 percent if a consolidated return) ........................

(b) Over $25,000-Enter 52 percent of line 1 (54 percent if a consolidated return) ......

Subtract $5,500, and enter difference .....* ................... I ............... 5,500.00
3. Income tax (line 2, or line 22 of separate Schedule D, whichever is lesser) ....................................

4. Foreign tax credit (attach Form 1118) ...................................................................

S. Balance (line 3 less line 4) ............................................................................

6. Investment credit (attach Form 3468) ....................................................................

7. Balance of income tax (line 5 less line 6) .........................
:-****--*-- ... ----1111**

8. Tax under section 541 of the Internal Revenue Code (from Schedule 1120 PH) ................................

9. Tax from recomputing prior year investment credit (attach statement) ............................ I ..........

10. Total tax (sum of lines 7, 8 and 9). Enter here and on line 31, page I ...................................

H. Date incorporated -----------------------------------------------------

1. (1) Did the corporation at the end of the taxable year own di-
rectly or indirectly 50 percent or more of the voting stock
of a domestic corporation? ............ Yes El No 0

(2) Did any corporation, individual, partnership, trust, or asso-
ciation at the end of the taxable year own directly or
indirectly 50 percent or more of the corporation's voting
stock? .............................. Yes E] No E]
(For rules of attribution, see section 267 (c).)
If the answer to (1) or (2) is "Yes," attach separate

schedule showing:
(a) name, address, and employer identification no.;
(b) percentage owned;
(c) date acquired; and
(d) the District Director's office in which the income

tax return of such organization for the last tax-
able year was filed.

If the answer to (1) above is "Yes," include the income
(or loss) from line 30, page 1, Form 1120 of such
corporation for the taxable year ending with or within
your taxable year.

If the answer to (2) above is "Yes," include (a) the
amount of cash or stock dividends paid to such indi-
vidual or organization and (b) identify form of or-
ganization.

1. Were Forms 1096 and 1099 filed for the calendar year 1963
in connection with:

Taxable dividends ..................... Yes 0 No E]
Other payments ....................... Yes C] No 0

K. Did you have any contracts or subcontracts subject to the
.

Renegotiation Act of 1951 ................ Yes 0 No 0

If "Yes," see Inst. K. Enter amount here -------------------------

L. Did you at an time during the year own directly or indirectly
Iany stock of a foreign corporation? ........ Yes 0 No El

If "Yes," attach statement as required by Instruction N.

M. Amount of income (or deficit) for: 1960 - - -----------------------
1961 - - ----------------------- 1962 - - -----------------------

N. If a cooperative association, check type:

(1) [] farmers' purchasing or marketing; (2) [-] consurners',
or (3) EJ other.

0. Did you claim a deduction for expenses connected with: (if
answer to any question is "Yes," check applicable boxes
within that question.)

(1) A hunting lodge E], working ranch or farm 0, fishing
camp 0, resort property El, pleasure boatoryacht 0, or other
similar facility 0? (Other than where the operation of the
facility was the principal business.) Yes El No 0

(2) The leasing, renting, or ownership of a hotel room or
suite [-], apartment E], or other dwelling E], which was
used by customers or employees or members of their families?
(Other than use by employees while in business travel status.)

Yes E] No 0
(3) The attendance of your employees' families at con-

ventions or business meetings? Yes C] No 0
(4) Vacations for employees or members of their families?

(Other than vacation pay reported on Form W-2.)
Yes 0 No 0

P. Refer to instructions and state the:
Principal business activity ----------------------------------------

Principal product or service ---------------------------------------
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I

Schedule L.-BALANCE SHEETS. (See Instructions)

ASSETS

1. Cash................................................

2. Notes and accounts receivable..........................

(a) Less: Reserve for bad debts.......................
3. Inventories ..........................................
4. Investments in Government obligations ..................

5. Other current assets (attach schedule) ...................

6. Loans to stockholders ..................................
7. Other Investments (attach schedule) .....................

B. Buildings and other fixed depreciable assets .............

(a) Less: Accumulated amortization and depreciation ...
9. Depletableassets

(a) Less: Accumulated depletion.....................

10. Land (net of any amortization) ..........................
11. Intangible assets (amortizable only).....................

(a) Less: Accumulated amortization ...................

12. Other assets (attach schedule) ..........................
13. Total assets.....................................

LIABILITIES AND CAPITAL

14. Accounts payable.....................................
15. Mortgages, notes, and bonds payable in less than I year..

16. Other current liabilities (attach schedule) ................

17. Loans from stockholders ................................
18. Mortgages, notes, and bonds payable in I year or more ....

19. Other liabilities (attach schedule) .......................

20. Capital stock: (a) Preferred stock ......................
(b) Common stock.......................

21. Paid-in or capital surplus (attach reconciliation) .........

22. Surplus reserve (attach schedule) .........................
23. Earned surplus and undivided profits .....................
24. Total liabilities and capital .......................

End of taxable year

(C) Amount

------- 7 ---------------

ENTRIES MADE BELOW MUST BE IDENTIFIED BY ACCOUNT
Schedule M-L-RECONCILIATION Or INCOME PER BOOKS WITH INCOME PER RETURN

1. Net income per books.......................
2. Federal income tax........................
3. Excess of capital losses over capital gains .....

4. Taxable income not recorded on books this
year (itemize) ------------------------------------------

-----------------------------------------------------------
S. Expenses recorded on books this year not de-

ducted in this return (itemize) ----------------------

------------------------
-----------------------
------------------------

Beginning of taxable year

(A) Amount (8) Total

7. Income recorded on books this year not in-
cluded in this return (itemize) --------------------

---------------------------------------------------------
8. Deductions in this tax return not charged

against book income this year (itemize) -------

----------------------------------------------------------

9. Total of lines 7 and 8 ...............
6. Total of lines I through 5 ............. I 1 10. Income (line 28, page I )-line 6 less 9 ..... I

Schedule M-2.-ANALYSIS OF EARNED SURPLUS AND UNDIVIDED PROFITS PER BOOKS (line 23, page 4)

1. Balance at beginning of year ...............

2. Net income per books.......................
3. Other increases (itemize)---------------------------

-----------------------------------------------------------
-----------------------------------------------------------

-----------------------------------------------------------
-----------------------------------------------------------

-----------------------------------------------------------
4. Total of lines 1, 2, and 3 ..............

(D) Total

5. Distributions: (a) Cash...................

(b) Stock...................

(c) Property ................

6. Other decreases (itemize) -------------------------

----------------------------------------------------------

----------------------------------------------------------

---------------------------------------------------------

7. Total of lines 5 and 6 ...............

B. Balance end of year aine 4 less 7) .........
U.S. GOVEMMM MWIFING GMCE: 190--0160-2S5

-----------------------

-----------------------

-----------------------

page 4
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Instructions for Form 11.20-1963
Ilefetences ate to the InternalU. S. Corporation Income Tax - Return Revenue Code.)

GENERAL INSTRUCTIONS
A. Taxpayers required to file Form 11 20-

1. Domestic corporations, whether or not having any taxable
income, unless exempt under section 501.

2. Real estate investment trusts defined under section 1356.
3. Regulated investment companies defined under section

851.
4. Partnerships and proprictorships electing to be taxed as

domestic corporations. (See section 1361.),

B. Returns required of certain organizations-
1. Foreign corporations other than life and mutual insurance

companies required to file Forms 1120L and 1120M-file Form
1120F.

2. Life insurance, companies subject to tax imposed by sec-
tion 802-file Form 1120L.

3. Mutual insurance companies subject to tax imposed by
section 821-file Form 1120M.

4. Exempt farmers cooperatives subject to tax under section
1381-file Form 990-C.

5. Exempt organizations subject to tax imposed by section
511 on income derived from an unrelated trade or business-file
Form 990-T.

6. Small business corporations which qualify andelect under
section 1372(a) to have their taxable income taxed directly to
shareholders-file Form 1120-S.

C. Information returns and other forms which may be required
in addition to Form 1120 include the followine.-

1. Forms 1096 and 1099-Information returns to be filed
concerning certain salaries, fees, compensation, interest, rents,
royalties, annuities, pensions, dividends, and foreign items.

2. Forms 966 and 1099L.-Information returns regarding
dissolution or liquidation, and distributions in liquidation.

-Information return to be filed by a domestic3. Form 2952.
corporation with respect to certain controlled foreign corporations.

4. Form 1118-Statement in support of credit claimed by
a domestic corporation for taxes paid or accrued to foreign coun-
tries or possessions of the United States.

5. Form 2950-Statement in support of deductions for pay-
ments to an employees' pension, profit-sharing, stock bonus trust
or annuity plan and compensation under a deferred payment plan.

6. Form 3468-Computation of investment credit.
7. Form 3646-Computation of amount includible by share-

holder of controlled foreign corporation.
8. Schedule PH (Form 1120).-Computation of U. S. per-

sonal holding company tax.

D. Period to be covered by return.-Returns shall be filed for
the calendar year 1963 or fiscal year beginning in 1963 and end-
ing in 1964. For the procedure to follow in changing an estab-
lished accounting period, see Section 1.442-1, Income Tax Regu-
lations. In cases where prior approval must be obtained, file
Form 1128, Application for Change in Accounting Period.

E. Accounting methods.-Taxable
'
income shall be computed in

accordance with the method of accounting regularly used by the
taxpayer in maintaining its books and records. In all cases the
method adopted should clearly reflect taxable income. (See sec-
tion 446.) Except in those cases where the law specifically per-
mits it, a taxpayer may not change the method of accounting upon
the basis of which it has reported its income in prior years (for
its income as a whole or with respect to any separate trade or
business) without first securing consent on Form 3115, Ap,plica-
tion for Change in Accounting Method.

Rounding off to whole-dollar amounts.-The money items on
your return and accompanying schedules may be shown as whole-
dollar amounts. Eliminate any amount less than 50 cents, and
increase any amount from 50 cents through 99 cents to the next
highest dollar.

F. Filing of return and payment of tax.-In general returns of
corporations must be filed on or before the 15th day of the third
month following the close of the taxable year with the District

e59- 16--78126-2

Director of Internal Revenue for the district in which the corpora-
tion

'Is
principal place of business or principal office or agency is

localu (Section 6072.)
Request for automatic extension of 3 months for filing of return

must be made on Form 7004. (Section 6081 (b).)
The balance of tax due must be paid in full when the return is

filed or in two installments, 50 percent on or before the 15th day
of the third month and 50 percent on or before the 15th day of the
sixth month following the close of the taxable year.

The tax may be paid in cash or by check or money order drawn
to the order of "Internal Revenue Service." Cash payment
should be made only in person at the District Director's office.

G. Declaration of estimated tax (Form 1120-ES).-A dcclara-
tion of estimated tax must be filed by every corporation if its in-
come tax for the taxable year can reasonably be expected to exceed
$100,000 plus the amount of any estimated credits against the tax.
Affiliated corporations filing a consolidated return, see regulations
under section 1502. Underpayment of installments of estimated
tax will result in additional charges to the tax. If you have an
underpayment of estimated tax and believe the additional charge
should not be asserted due to the applicability of any of the "relief
provisions" of section 6655 (d), attach Form 2220 to your return.

H. Failure to file, etc-Substantial additions to the tax are im-
posed for failure to file a return, for late filing, and for filing a
false or fraudulent return.

1. Signature and verification.-The return must be signed either
by the president, vice president, treasurer, assistant treasurer or
chief accounting officer, or by any other corporate officer (such
as tax officer) who is authorized t6 sign. A receiver, trustee, or
assignee must sign any return which he is required to file on
behalf of a corporation.
-J. Domestic corporations entitled to benefits of section 931-

Domestic corporations within the possessions of the United States
.(except the Virgin Islands) may report as gross income only gross
income from sources within the United States, provided (a) 80
percent or more of the gross income for the 3-year period imme-
diately preceding the close of the taxable year (or such part there-
of is may be applicable) was derived from sources within a
possession of the United States, and (b) 50 percent or more of the
fross income for such period or such part thereof was derivedrom

the active conduct of a trade or business within a possession
of the United States.

K. Information regarding renegotiable contracts.-Every cor-
poration which held, during the taxable year, contracts or sub-
contracts which were subject to the Renegotiation Act of 1951
shall, in answer to question K, page 3, state the actual or, if not
accurately determinable, its best estimate of the aggregate gross
dollar amount billed during the current taxable year under all con-
tracts and/or subcontracts.

L. Consolidated returns.-Subject to the provisions of sections
1501 through 15.52 and the regulations, an affiliated group of cor-
porations may make a consolidated income tax return in lieu of
,separate returns. The making of a consolidated return shall be
upon the condition that all corporations which at any time during
the taxable year have been members of the affiliated group consent
to . all the consolidated return regulations prescribed under section
1502 prior to the last day prescribed by law for the filing of such
return. The common parent corporation, when filing a consoli-
dated return, shall attach thereto a schedule showing the names
arid addresses of all the corporations included in the return. Form
851, Affiliations Schedule, should be obtained from the District
Director of Internal Revenue and filed as a part of the return.
Each subsidiary must prepare two signed copies of Form 1122
authorizing the making of the returp on its behalf. One such form
shall be attached to the consolidated return as a part thereof, and
the other shall be filed, at or before the time the consolidated
return is filed, in the office of the District Director for the sub-
sidiary's district.

Supporting schedules shall be filed with the consolidated return.
These schedules shal

I
be prepared in columnar form, one column

being provided for each corporation included in the consolidation,
showing in detail the items of gross income and deductions and
the computation of taxable income; one column for a total of like
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items before adjustments are made;'one column for intercompany
eliminations and adjustments; and one column for a total of like
items'after giving effect to the eliminations and adjustments. The
items included in the column for eliminations and adjustments
should be symbolized to identify contra items affected, and suitable
explanations appended, if necessary. Similar schedules shall also
contain in columnar form a reconciliation of surplus for each cor-
poration, together with a reconciliation of the consolidated surplus.
A schedule which sets forth the basis of property transferred to or
received from an affiliated, subsidiary, or parent corporation must
also be attached.

Consolidated balance sheets as of the beginning and close of the
taxable year of the group shall accompany the consolidated return
in a form similar to that required for reconciliation of surplus.

M. Tax on improperly accumulated earnings.-In order to pre-
vent accumulation of earnings and profits for the purpose of en-
abling shareholders to avoid the tax on individuals, sectiorl 531
provides an additional tax upon the accumulated taxable income
of corporations formed or availed of for the purpose of such tax
avoidance.

N. Stock ownership in foreign corporations.-In addition to the
information to be shown in Schedule C of the return, a corporation
owning directly or indirectly any stock of a foreign corporation
must attach a statement showing the name and address of each
company and the total number of shares of each class of outstand-
ing stock owned during the taxable year. If the corporation
owned 5 percent or more in value of the outstanding stock of a
foreign personal holding company, attach a statement setting forth
in complete detail the information required by section 551 (d).

0. Balance sheets.-The balance sheets, Schedule L, should
agree with the books of account or any differences should be rec-
onciled. The balance sheets for a consolidated return of affiliated

corporadims should be furnished in accordance with Instruction L.
All corporations reporting to the Interstate Commerce Commis-
sion or to any National, State, *municipal, or other public officer,
may submit, in lieu of Schedule L, copies of their balance sheets
prescribed by such authorities as at the beginning and end of the
taxable year.

Line 10, Schedule L, should show land less any accumulated
amortization of the land as an emergency facility under the au-
thority of section 168.

P. Forms other than prescribed by return.-Banks, insurance
cpmpanies, and other corporations required to submit substan-
tially similar statements of income and expenses to any National,
State, municipal, or other public officer may submit with the re-
turn a statement of income and expenses in the for-in furnished to
such officer, in lieu of the information requested in lines I to 30,
page 1, except that a railroad company may submit with the re-
turn a statement on Form 1090. In such cases the taxable in-
come will be reconciled by means of Schedule M-I with the net
profits shown by the income and expense statement submitted,
and should be entered as line 30, page 1.

Q. Attachments.-Attachments may be used in the preparation
of your return if the lines on the form schedules are not sufficient
for your needs. The attachment must contain all required infor-
mation, follow the format of the official schedules and must be
attached to the return in the same sequence as the schedules ap-
pear on the official forms. If an attachment is used in place of
a schedule having a summary line on page I of the form the total
need not be entered on the schedule, but must be entered on page 1.

R. Total assets.-Enter the total assets as of the end of the
taxable year as shown on line 13, Schedule L. In the event there
are no assets at the end of the taxable yeari show the total assets
as of the beginning of the taxable year.

SPECIFIC INSTRUCTIONS (Numbered to

1. Gross receipts.-Enter gross receipts or sales from all busi-
ness operations except those required to be reported in lines 4
through 9.

2. Cost of goods sold.-If the production, manufacture, pur-
chase, or sale of merchandise is an income~determining factor in
the trade or business, inventories of merchandise on hand-should'
be taken at the beginning and end of the taxable year, and may
be valued at cost, or at cost or market, whichever is lower, or by
any other permissible method.

An inventory method once properly adopted i's controlling until
permission to change is obtained from. the Commissioner. Appli-
cation for permission to change an inventory method must be made
on Form 3115 and filed with the Commissioner within 90 days
after the beginning of the taxable year in which it is desired to
effect a change. In case the inventories reported do not agree with
the balance sheet, attach a statement explaining the difference.

A corporation electing to use the last-in, first-out method of
valuing inventory provided for in section 472 must file Form 970
with the return for the first year of the election. Thereafter,
attach separate schedule showing:. (1) a summary of all inven-
tories; (2) with respect to any inventories computed under section
472, the computation of the quantities and cost by acquisition
levels.

Cost of operations (where inventories are not an income-deter-
mining factor).-If the amount entered on line 2 includes an
~mount applicable to cost of operations, attach a schedule show-
ing: (1) Salaries and wages; and (2) other costs in detail.

5. Interest on U.S. Wigations.-Enter the amount of interest
on obligations of the United States and U.S. instrumentalities.

Dealers in securities.-For special rules applicable
to

dealers
in securities, with respect to premium attributable to certain tax-
exempt securities, see section 75.

Non-interest-bearing obligations issued at a discount.-Tax-
payers on the cash basis may electi as to all non-interest-bearing
obligations issued at a discount and redeemable for fixed amounts
increasing at stated intervals (for example, United States Savings
Bonds), to include the increase in redemption price applicable to
the current year. For the year of election the total increase in
redemption price of such obligations occurring between the date
of acquisition and the end of the year must be included. Attach
statement listing obligations owned and computation* of the in-
crease. (Section 454.)

6. Other interest.-Enter on line 6, the amount of interest on
I.oans, notes, mortgages, bonds, bank deposits, corporate bonds,
etc. The term "corporate bonds" includes bonds, debentures,
notes, certificates of indebtedness, or other evidences of indebt-

correspond with the line numbers on page 1)
edness issued by any corporation and bearing interest, with inter-
est coupons or in registered form. For provisions relating to
amortizable bond premium, see section 17 1.

7. Rents.-Enter the gross amount received for the rent of
property. Any expenses, including repairs, interest, taxes, and
depreciation should be included in the proper lines fordeduc-
tions. In the case of a lease entered into prior to January 1, 1954,
if both lessor and lessee are corporations and if under the lease
the lessee is obligated to pay any part of the lessor's income tax on
the rental payment, this tax is excluded from lessor's gross income
and may not be deducted by lessee. (Section 110.)

8. Royal ties.-Enter the gross amount received as royalties. If
a deduction is claimed for depletion, it must be reported on line 23.

9. Gains and losses from siles or exchanges of capital assets and
other property.-The computation of gains and losses from sales
or exchanges of capital assets and property other than capital assets
should be made on separate Schedule D and filed with Form 1120.
Every sale or exchange of property, even though no gain or loss
is indicated, must be reported in detail. If for any taxable year
the net long-term capital gain exceeds the net short-term capital
loss, or in case of only a net long-term capital gain, a computation
of the alternative tax should be made on separate Schedule D.

10. Other income.-Enter total amount of other income not re-
ported elsewhere in the return and attach schedule showing details.
Include recoveries of bad debts deducted in prior years under
the specific chargeoff method. Refunds of taxes deducted in
prior years should be reported here and not offset against cur-
rent year's taxes.

14. Repairs.-Enter the cost of incidental repairs, including
labor, supplies, and other items, which do not add to the value or
appreciably prolong the life of the property. Expenditures for
new buildings, machinery, equipment, or for permanent improve-
ments or betterments which increase the value of the property are
chargeable to capital account.

15. Bad debts.-Bad debts may be treated in either of two
ways-(I) by a deduction from income in respect of debts which
become worthless in whole or in part, or (2) by a deduction from
income of a reasonable addition to a reserve for bad debts. (Sec-
tion 166.)

.A
taxpayer filing a first return of income may select either of

the two methods, and that method must be followed for subse-
quent years, unless permission is granted by the Commissioner to
change to the other method. Application for permission to change
the method must be made on Form 3115 within 90 days after the
beginning of the taxable year for which it is desired to effect the
change.
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Worthleis debts arising from unpaid rents, and similar items of
taxable income, will not be allowed as a deduction unless the in-
come such items represents has been included in the return of in-
come for the year for which the bad debt deduction is claimed, or
for a previous year.

For treatment of bad debts of a mutual savings bank not having
capital stock represented by shares, a domestic building and loan
association, and a cooperative bank without capital stock organized
and operated for mutual purposes and without profit, see section
593 and the regulations thereunder.

16. Rents
-B

ter rent7 paid or accrued for business property
in whic le 34oration has no equity. With respect to leases
entered into prior to January 1, 1954, see instruction No. 7.

17. Taxes.-Enter taxes paid or accrued during the taxable
year and attach a schedule showing the type and amount of tax.
Do not include Federal income, war-profits, and excess-profits
taxes; estate, inheritance, legacy, succession, and gift taxes; foreign
or United States possession income taxes if any credit is claimed in
line 4 Tax Computation) ; Federal taxes paid on bonds containing
a tax-iree covenant, nor taxes not imposed upon the taxpayer.
See section 164 (d) regarding apportionment of taxes on real
property between seller and purchaser.

18. Interest.-Enter interest paid or accrued on business indebt-
edness. Do not include interest on indebtedness incurred or con-
tinued to purchase or carry obligations the interest on which is
wholly exempt from income tax. (Section 265.)

See section 267 for limitation on deductions for unpaid expenses
and interest in the case of transactions between related taxpayers.

19. Contributions or gifts
'
d.-Enter contributions or gifts

actually paid within the taxagle year to or for the use of (1) a
State, a possession of the United States, or any political subdivi-
sion of any of the foregoing, or the United States or 'the District
of Columbia for exclusively public purposes; (2) a corporation,
trust, or community chest, fund, or foundation, created or or-
ganized in the United States or in any possession thereof or under
the law of the United States, or of any State, or of the District of
Columbia, or of any possession of the United States, organized
and operated exclusively for religious, charitable, scientific, literary,
or.educatiortal purposes or the prevention of cruelty to children or
animals (but in the case of contributions or gifts to a trust, chest,
fund, or foundationlonly if such contributions or gifts are to be
used within the United States or any of its possessions exclusively
for such purposes), no part of the net earnings of which inures to
the benefit of any private shareholder or individual, and,no sub-
stantial part of the activities of which is carrying on propaganda,
or otherwise attempting to influence legislation; (3) posts or or-
ganizations of war veterans, or auxiliary units of, or trusts or foun-
dations for, any such posts or organizations, if such posts, orgaiii-
zations, units, trusts, or foundations are organized in the United
States or any of its possessions, and if no part of their net earnings
inures to the benefit of any private shareholder or individual; or
(4) nonprofit cemetery or burial companies. The amount claimed
shall not exceed 5 percent of the corporation's taxable income
computed without regard to (1) this deduction, (2) the "special
deductions" in line 29 (b),'and (3) any net operating loss carry-
back to the taxable year under section 172.

In the case of a corporation on 4he accrual basis, any contribu-
tion or gift will, at the election of the taxpayer made at the time
the return is filed, be considered as paid during the taxable year
if,payment is actually made on or before the fifteenth day of the
third month following the close of the taxable year, and if the con-
tribution or gift has during the taxable year been authorized by
the board of directors of the corporation. A copy of such au-
thorization must be attached to the return.

Do not deduct as a business expense charitable contributions
which come within the above description, but which are unallow-
able in whole or in part because of the limitation contained in
section 170. (Section 162 (b).)

Any contributions paid during the taxable year in excess of the
amount deductible may be carried over and deducted in the two
succeeding taxable years subject to the 5 percent limitation pro-
vided in section 170 (b) (2). In a taxable year to which there is
a net operating loss carryover and charitable contributions in
excess of the amount deductible (or a charitable* contribution
carryover from a preceding taxable year), see section 170 (b) (3).

Attach a schedule showing the name and address of each or-
ganization and the amount paid. If there is included a contribu-
tion carryover, show the amount and how the carryover was
determined.
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For each gift of property other than cash attach a statement
setting forth a description of the property, the date of the gift,
and method of valuation for all gifts except securities.

Special rule for contribution of depreciable property as defined
in section 1245 (a) (3).-The amount to be taken into account for
such purposes shall not exceed the fair market value of the prop-
erty less the amount which would constitute ordinary income under
section 1245 (a).

20. Losses by fire, storm, shipwreck, or othef casualty, or
theft.-Enter losses sustained during the year, arising from fire,
storm, shipwrecki or other casualty. For determination of the
amount deductible, see section 165 (b). Theft losses are deduct-
ible only in the year in which discovered.

21. Amortization.-If a deduction is claimed for amortization,
attach a schedule showing: (1) A description of the facilities
or expenditures being amortized; (2) date acquired, completed,
or expended; (3) amount being amortized; (4) amortization
deducted in prior years; (5) amortization period (number of
months) ; (6) amortization for this year; and (7) the total
amount of amortization less the amount claimed in Schedule A
and elsewhere on * the return. A summary of the total amortiza-
tion for each facility or expenditure must be shown in Schedule H.

The law makes special provisions for amortization of the follow-
ing kinds of assets and expenditures:

(a) Emergency facilities.-Section 168;
(b) Research and experimental expenditures.-Section 174;
(c) Exploration expenditures.-Section 615;
(d) Development expenditures.-Section 616;
(e) Organizational expenses.-Section 248; and
(f) Trade-mark and trade-name expen digures.-Section 177.
For details concerning the information which must be furnished

in the statements of election required by these sections, consult
your District Director.

22. Depreciation.-If a deduction is claimed for depreciation,
fill in'Schedule G. A reasonable allowanciZ for the exhaustion,
wear and tear, and obsolescence of property used in the trade or
business or of property held by the taxpayer for the production of
income shall be allowed as a depreciation deduction. (Section
167.) The allowance does. not apply to inventories or stock-in-
trade nor to land apart from the improvements or physical devel-
t)pments added to it. Depreciation on leasehold improvements,
patents and copyrights shall be included in Schedule G.

Adjustments . to basis of property: (a) Investment credit.-
The cost or other basis of property which qualifies for the invest-
ment credit ~hall be reduced by an amount equal to 7 percent
(3 percent for public utilities) of the qualified investment.

(b) Additional first-year depreciation.-If a taxpayer elects to
claim the additional first-year allowance under section 179, the
basis of the property must be adjusted for the amount of the
deduction so claimed.

(c) Salvage value.-Salvage value must be taken into account
in determining the depreciation deduciion (except under declining
balance method) either by a reduction of the amount subject to
depreciation, or by a reduqtion in the rate of depreciation, but in
no event shall an asset (or an account) be depreciated below a
reasonable salvage value. In computing the basis on which depre-
ciation may be taken for personal property, other than livestock,
salvage value need not be taken into account, if it does not exceed
10 percent of the cost or other'basis of the property. If salvage
value exceeds 10 percent, only the excess need be taken into
account. These provisions apply to property with a useful life of
3 years or more which was acquired after October 16, 1962.

Alternative Depreciation Guidelines and Rules

Revenue Procedure 62-21 dated July 12, 1962, sets forth alter-
native standards and procedures for determining depreciation.
The guideline lives for guideline classes (broad categories not item-
by-item) are in most cases substantially shorter than those used
prior to the Revenue Procedure. Taxpayers who wish to use
these provisions must use them for all assets in a particular
-guideline class.
. The depreciation schedule provided on the return is to be used
for reporting depreciation under both Revenue Procedure 62-21
and previously prescribed rules and standards. .

Revenue Procedure 62-21 is contained in IRS Publication
No. 456 (9-62). Additional information is contained in IRS
Publication No. 457.. These publications may be obtained from
the Superintendent of Documents, Government Printing Office,
Washington, D. C., 20402, for 25 cents and 15 cents, respectively.
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23. Depletion.-If it deduction is claimed for depletion, Form
M (mines and other natural deposits), Form 0 (oil and gas), or
Form T (timber) should be submitted with your return. If
complete valuation data have been filed with questionnaire in
previous years, then file with your return information necessato fg

bring your depletion schedule up to date, setting forth in
I

a statement of all transactions bearing on deductions from or addi-
tions to value of Physical assets during the taxable year with
explanation of how depletion deduction for the taxable year has
been determined. (Sections 611, 612,,and 613.) Expenditures
to be deferred and deducted ratably under the election provided
in sections 616 (b), relating to certain expenditures in the de-
velopment of mines, and 615 (b), relating to deductions for mine
exploration, are not to be taken into Ei~count in determining the
adjusted basis for proLcFerty for the purpose of computing a deduc
tion for depletion un er section 611.

For details concerning the information. which must be furnished
in the election to agggate sepa-rate operating mineral interests
under section 614 consult your District Director.

24. Advertising-Enter the total amount paid or incurred dur-
ing the year for advertising. Expenditures for advertising, to be
deductible, must be ordinary and necessary and bear a reasonable
relation to the business activities in which the corporation is
engaged.

DEPRECIATION METHODS
Following is a brief description of the various methods of

depreciation which may, be used under either Revenue Procedure
62-21 or other prescribed rules and standards:

(a) Straight line method.-To compute the deduction, add the
co t of improvement to the cost (or other basis) of the prop.e!ty
and deduct the total depreciation allowed or allowable. Divides' S
the result by the numbcr-of years of useful life remaining to the
a4set-the quotient is the depreciation deduction.

(b) Declining balance method.-A uniform rate. is applied
each year to the remaining cost or other basis of property deter-
mined at the beginning of such year. For property acquired be-
fore January 1, 1954, or used property whenever acquired, the
rate of dFreciation under this method may not exceed one and
one-half times the applicable straight-line rate.

(c) Special rules for new assets acquired after December 31,
1953-The cost or other basis of an asset acquired after Deccmm
her 31, 1953, may be depreciated under methods proper in the
past; or, it may be depreciated under any of the following methods
-provided (1) that the asset is tangible, (2) that it has an estimated
useful life of three years or more to the taxpayer, and "(3) that the
original use of the asset commenced with the taxpayer and com-
menced after December 31, 1953.

(1) Declining balance method.m--This method -may be used
with a rate not in excess of twice the applicable straight-line rate.

(2) Sum of the years-digits method.-The deduction for each
year is computed by multiplying the cost or other basis of the
asset by the number of years of useful life remaining (including
the year for which the deduction is computed) and dividing the
product by the sum of all the digits corresponding to the years of
the estimated useful life of the asset. In the case of a 5-year life
this sum would be 15 or (5+4+3+2+1). For the first year
five-fifteenths of the cost would be allowable, for the second year
four-fifteenths, etc.

(3) Other methods.-A taxpayer may use any consistent
method which does not result in accumulated allowances at the
end of any year greater than the total of the accumulated allow-_c

-ances which would have resulted from the use of the de lining
balance method. This limitation applies only during the first two-
thirds of the useful life of the property.

(d) Section 179-Additional first-year depreciation allow-
ance-Cormorations may elect to write off 20 percent of the cost
(before adjustment for the investment credit or salvage value)
of tangible personal property, but only to the extent of an aggre-
gate cost of $10,000, for the first taxable year for which a deduc-
tion is allowable under section 167. The cost of property does not
include so much of the basis of such property as is determined by
reference to the basis of other property held at any time by the
person acquiring such property. This additional depreciation is
limited to property with a remaining useful life of 6 years or
more and which is not acquired from an affiliated corporation
(as defined in section 1504, except that "more than 50 percene'
stock ownership is substituted for "at least 80 percent" wherever
it appears in section 1504 (a) ). All members of the affiliated

group
will be treated as one taxpayer, and the $10,000 limitation

will Ee apportioned among the members in the manner prescribed
by regulations. Further, for this allowance to apply in any ca~e,
the basis of the property must not be determined in whole or in
part by reference to the transferor's basis. Depreciation on the
remaining cost of the property may be taken under any of the
methods indicated above. The additional first-year depreciation
of an asset should be shown on a separate line of the depreciation
schedule rather than included on the line used to show the regular
depreciation of the asset.

A summary of the total depreciation for each method must be
shown in Schedule H.

Change in method of depreciation.-Taxpayers who may desire
to follow more conservative depreciation policies b~~use ordinary
income treatment will be applied to the gain (to the extent of the
depreciation taken. after December 31, 1961) from the sale or
exchange of depreciable property defined in section 1245 (a) (3),
may elect to change their method of depreciation with respect to
such property from the declining balance or sum of the years-
digits to the straight line method on or before the due date of the
return for the first taxable year ending after December 31, 1962..
To make this election attach a statement to your return identifying
the assets to which the election applies.

25 (a). File Form 2950. to substantiate the deduction claimed
for amounts contributed to pension, profit-sharing, stock bonus,
and annuity plans tinder section 404. Form 2950 must be filed
for years other than the first year a deduction is claimed and may
be u~ed for the first year instead of submitting the information
required by Section 1.404 (a) -2 (a), Income Tax Regulations.

25 (b). Other employee benefit plans.-Enter deductions for
contributions to employee benefit plans other than those claimed on
line 25 (a), such as insurance, health, or welfare plans. Submit
with the return a schedule for each plan showing (1) the nature
of benefits, i.e., group term life insurance, group permanent life
insurance, noninsured death benefit, hospitalization, surgical, med-
ical, sickness, accident, major medical expense, unemployment
benefit, or other welfare benefits; (2) method of financing, i.e.,
insured, industry or areawide fund, self-insured fund, or direct
benefit payments; (3) the amount of deduction; (4) the amount
of employee contributions; (5) the number of employees covered;
and (6) if a self-insured plan, the amount of benefits paid during
the taxable year. Also show the number of employees employed
by the corporation. - -

26. Other deductions . authorized by law-Enter any other au-
thorized deductions for which no sgace is provided on the return.
Any deduction claimed should e explained in an attached
schedule.

No deduction is allowable for the amount of any item or part
thereof allocable to a class of exempt income. Itemi directly at-
tributable to wholly exempt income shall be allocated thereto, and
items directly attributable to any class of taxable income shall be
allocated to such taxable income. If an item is indirectly attribut-
able both to taxable income and exempt income, a reasonable
proportion thereof, determined in the light of all the facts and
circumstances in each case, shall be allocated to each. A taxpayer
rec~ivir~g any such exempt income, or holding any property or en-
gaging in any activity the income from which is exempt shall sub-
mit with its return as a part thereof an itemized statement, in
detail, showing (1) the amount of each class of exempt income,
and (2) the amount of expense items allocated to each such class
(the amount allocated by apportionment being shown separately).

In the case of mutual savings banks, cooperative banks, and
domestic building and loan associations, any amounts paid or cred-
ited to the accounts of depositors or holders of accounts as divi-
dends on their deposits or withdrawable accounts, if such amounts
may be withdrawn on demand subject only to customary notice
of intention to withdraw, are allowable deductions in computing
taxable income. (Section 591.)

Under section 592 a special deduction in computing taxable
income is allowed a mutual savings bank not having capita! stock
represented by shares, a domestic building and loan association,
or a cooperative bank without capital stock organized and operated
for mutual purposes and without profit, for repayment during the
taxable year of loans made before September 1, 1951, by the
United States or its wholly owned agencies, or by a mutual
fund established under the authority of State law.
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29. ~a) Net to erating loss deduction.-The "net operating lossion
deduc 1. is

e
sum of the net operating loss carryovers and

carrybacks to the taxable year. (Section 172 (a).) A net oper-
ating loss may be carried back 3 years' and carried over 5.years.
The net operating loss must first be carried to the earliest of the 8
taxable years to which it may be carried, then to the next earliest
year, etc.

'
rhe portion of such loss which shall be carried to each

of the other 7 taxable years shall be the excess, if any, of the
amount of such loss over the sum of the taxable income for each
of the prior taxable years to which such loss may be carried.
(Section 172 (b).)

The term "net operating loss" means the excess of allowable
deductions over gross income, computed with the following
modifications:

(a) No net operating loss deduction is allowed.

(b) The special deduction provided in section 922 (Western
Hemisphere trade corporations) is not allowed.

Q) The special deductions allowed by section 243 (dividends
received by corporations), section 244 (dividends received on cer-
tain preferred stock of public utilities), and section 245 (dividends
received from certain foreilyn corporations) are computed without
regard to the 85-percent limitation provided in section 246 (b).
See section 1.172-2 of the regulations.

(d) The special . deduction allowed by section 247 (dividends
paid on certain preferred stock of public utilities) is c puted
without regard to the provisions of subsection (a) (1) (11~0`nl such
section. (Section J72 (d).)

As stated, the net operating loss deduction is the sum of the
carryovers and carrybacks. However, the foll6wing modifications
must be taken into account in determining the taxable income
for any year which must be subtracted from a net operating loss
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to determine the portion of such loss which will still be available
to carry to a subsequent year:

(a) The special deductions provided in sections 242 (partially
tax-exempt interest) and 922 (Western Hemisphere trade corpora-
tions) are not allowed.

(b) The amount of the net operating loss deduction is deter-
mined without regard to the net operating loss for the loss year or
any taxable year thereafter.

If the corporation desires prompt adjustment for an overpay-
ment attributable to a net operating loss carryback, an appli-
cation for a tentative adjustment should be filed on Form 1139
within 12 months* after the close of the taxable year in which
the net operating loss is sustained. (Section 6411.)

For treatment of net operating loss carryovers in certain corpo-
rate acquisitions, see section 381.

For special limitation on net operating loss carryovers in case of
a corporate change of ownership, see section 382.

Sections 852 (b) (2) and 857 (b) (2) provide that no net oper-
ating loss deduction shall be allowed in the case of a regulated in-
vestment company or a real estate investment trust.

Attach a schedule showing your computation.

29. (b) Special deductions.-See the instructions for Schedule 1.

32. Cfedits.-Enter all payments and credits except
.
the credit

allowed for income taxes paid to a fore country or U.S. pos-
session and the investment credit (lines 4ifd 6, Tax Computation
Schedule).

35. If you elect to have all or part of the overpayment applied
to your estimated tax, no interest shall be allowed on such portion
of the overpayment credited.

EXPENSE ACCOUNT ALLOWANCES-SCHEDULE E, COLUMN 7
Expense account allowance means: (1) amounts, other than

compensation, received as advances or reimbursements, and (2)
amounts paid by or for the corporation, for expenses incurred by
or on behalf of an officer including all amounts charged through
any type of credit card.

However, this term does not include amounts paid for: (a) the
purchase of goods for resale or use in your business; (b) incidental
expenses, such as the purchase of office supplies for the corporation
or local transportation in connection with an errand; and (c) such
fringe benefits as hospitalization insurance, approved pension trust
funds and unemployment insurance.

Column 7 of Schedule E is to be completed for your 25 highest
paid officers. To determine the highest paid officers for this
purpose all allowances including expense account allowances as
described above must be added to each officer's compensation.
Column 7 need not be completed for any officer for which the
combined amount is less than $10,000.

The information is to be submitted by eachmember of an
affiliated group which files a consolidated return.

For this purpose an officer is a person who is elected or ap-
pointed to office or who is designated as such in the corporation's
charter or bylaws such as regular officers, chairman of the
board, etc.

SCHEDULE 1--SPECIAL DEDUCTIONS
1. Dividends-received deductions.-(a) Dividends received

from a domestic corporation.-Enter an amount equal to 85 per-
cent of the amount received as dividends (except dividends on
certain preferred stock of public utilities) from a domestic cor-
poration subject to income tax. Amounts received as dividends
from mutual savings banks, cooperative banks, and domestic build-
ing and loan associations and allowed as a deduction to such banks
or building and loan associations shall not be treated as divi-
dends. In the case of dividen_ds received from ~ regulated invest-
ment companA see section 834 regarding limitations on amount
deductible. y'dividend -received from a real estate investment
trust which, for the taxable year of the trust in which,the dividend
is paid, qualifies under sections 85"58 shall not be treated as a
dividend. For taxable years beginning after September 2, 1958,
a small business investment company operating under the Small
Business Investment Act of 1958 can take as a deduction an
amount equal to 100 percent of the dividends received.

2) Dividends received on certain preferred stock of public
ut W&5.-Enter 62.115 percent of the amount received as. divi-
dends on the preferred stock of a public utility which is subject
to income tax and is allowed a deduction, as provided in section
247, for dividends paid.

(c) Dividends received from certain foreign corporations-
Enter 85 percent of dividends received from certain foreign
corporations. See sections 243 (d) and 245 for qualifications and
limitations on the amount of this deduction.

in general, no dividend-received deduction will be allowed on
any share of stock (A) which is sold or otherwise disposed of in
any case in which the corporation has held such share for 15 days
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or less, or (B) to the extent the corporation is under an obligation
to make corresponding payments with respect to substantially iden-
tical stock or securities. Where the stock has preference in divi-
dends, the holding period is 90 days instead of 15 if the corpora-
tion receives dividends with respect- to such stock which are
attributable to a period or periods aggregating in excess of 366
days.

2. Total dividends-received deductions.-In a year in which a
net op~rating loss occurs, sections 172 (d) and 246 (b) provide
that the 85-percent limitation on the amount of these special
deductions shall not apply. In the case of a small business invest-
ment company, the dividends-received deduction of 100 percent re-!
ported on line 2 is not subject to' the overall 85-percent limitation.'

3. Deduction for dividends paid on certain preferred stock of
public utilities.-In the case of a public utility there is allowed
in accordance with section 247, an amount equal to 26.923 per-
cent of the lesser of (1) the amount of dividends paid on its pre-
ferred stock during the taxable year, or (2) the ta4able income for
tl~e taxable year computed without regard to the deduction pro-
vided in section 247. In a year in which a net operating.loss
occurs, section 172 (d) provides that this special deduction shall
be computed without regard to section 247 (a) (1) (B).

4. Deductions for Western Hemisphere trade corporations.-In
the case of a Western Hemisphere trade corporation, as defined in
section 921, there is allowed under section 922, a deduction equal
to 26.923 percent of the taxable income of such corporation com-
puted without regard to the deduction provided in section 922.
Under the, provisions ?,f section 172 (d) I this 5 cial deduction is
not allowed in a year in which a net operating oss occurs.
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PAGE 6

TAX COMPUTATION INSTRUCTIONS

I - Normal tax.-Section I I provides a normal tax for taxable
years beginning before July 1, 1964, equal to 30 percent of tax-
able income. In the case of a taxable year beginning after June
30 1964, the normal tax is equal to 25 percent of ta,#e income.

2. Surtax.-Section I I provides a surtax equal to 22 percent
of the amount by which the taxable income exceeds $25,000.

3. Exceptions.-The tax imposed by section I I shall not apply
to a corporation subject to a tax imposed by-(I) section 594
(relating to mutual savings banks conducting life insurance
business), (2) subchapter L (section 801 and following, relat-
ing to insurance companies), (3) subchapter M (section 851
and following, relating to regulated investment companies and
real estate investment trusts), or (4) section 881 (a) (relating to
foreign corporations not engaged in business in United States).

4. Change in accounting period.-Under the provisions of sec-
tion 443 (b) (1) if a corporation changes its accounting periool
the taxable income for the sho rt period beginning on the day after
the close of the former taxable year and ending at the close of the
day before t~e day designated as the first day of the new taxable
year shall be placed on an annual basis by multiplying the amount
thereof by 12 and dividing by the number of months in the short
period. The tax shall be that same part of the tax computed on
the annual basis which the number of months in the short period
is of 12 months.

However, taxpayers may elect to compute the tax for the
short period according to the method described below if an appli-
cation to do so is filed not later than the date when (giving effect
to any extensions granted) the return for the first full taxable
year after the beginning of the short period must be filed. (Sec-
tion. 443 (b) (2).) For details concerning the form and content
of such an application, consult your District Director.

If a proper application is filed, the taxpayer may elect to pay
whichever tax under the following two methods is greater, in place
of the short period tax under section 443 (b). (1) : (1) Establish
the actual taxable income for the 12 months beginning with the
first day of the short period; then compute the tax on that income.
Then determine as a short period tax that part of the tax so com-
puted which bears the same proportion to the total tax so com-
puted as the taxable income of the short period bears to the taxable
income of the 12 months. However, a taxpayer which distributes
substantially all its assets before the end of the 12-month period
described above, shall employ in the above computation the 12-
month period ending with the last day of the short period.
(2) Compute a tax on the taxable income of the short period as
if the short period were a full taxable year.

In annualizing income of a short period consisting of 7 days
or more, but less than 359 days, by reason of a change to a 52-53-
week fiscal year, the annualization is made on a daily basis as pro-
vided in section 441 (f) (2) (B) (iii).

5. Consolidated returns.-Section 1503 provides that the tax
imposed under section I I (c) or section 831 shall be increased
for any taxable year for which an affiliated group of includible
corporations makes or is required to make a consolidated return
by 2 percent of the consolidated taxable income. If the affiliated
group includes one or more Western Hemisphere trade corpora-
tions or one or more regulated public utilities, the increase of 2
percent shall be applied only on the amount by which the consoli-
dated taxable income of the affiliated group exceeds the portion
(if any) of the consolidated taxable income attributable to the
Western Hemisphere trade corporations and regulated public
utilities included in such group.

6. Insurance companies other than life or mutual.-All insur-
ance companies (other than life or mutual insurance compaiiies
sub

'
ject to tax imposed by sections 802 ana 821 ) are subject to the

taxes imposed by section 11. The taxable income of such insur-
ance companies is defined in section 832 and differs from the tax-
able income of other corporations. This paragraph does not ap-

ply to foreign insurance companies not carrying on an insurance
business within the United States. (Section 831.)

7. Life insurance departments of mutual savings banks.-A
mutual savings bank not having capital stock represented by
shares, authorized under State law to conduct a life insurance
business and which conducts such business in a separate depart-
ment the accounts of which are maintained separately from the
accounts of other departments of the bank is taxable under section
594 provided the life insurance department would, if it were
treated as a separate corporation, qualify as a life insurance
company under section 801.

The tax consists of the sum of-(I) a partial tax computed
under section 11 upon the taxable income of the bank determined
without regard to any items of gross income or deductions properly
allocable to the business of the life insurance department; and
(2) a partial tax upon the taxable income (computed as pro.
vided in section 802) of the life in1surance department deter-
mined without regard to any items of gross income or deductions
not properly allocable, to such department, at the' rates and in
the manner provided in subchapter L with respect to life insurance
companies.

Tax computation.-For the purpose of computing the first par-
,tial tax, a mutual savings bank should use Form 1120, filling in
all applicable items (except lines 3 and 7) and schedules. The
first partial tax should be computed by using lines I and 2. For
the purpose of computing the second partial tax Form 1120L
should be used. The first partial tax should be added to the sec-
9nd partial tax and the sum thereof entered on line 3 as the total
income tax. Subtract from line 3 the sum of any credits on lines
4 and 6 and enter on line 7 the balance of income tax. Form
1120L properly filled in should be attached to and made a part of
Form 1120 and properly identified as an accompanying schedule.
However, any Form I I 20L so used need not be separately executed
under the penalty of perjury.

S. Credit for taxes.-It, in accordance with section 901, a credit
is claimed by a domestic corporation on line 4 (Tax Computa-
tion), page 3, on account of income, war profits and excess profits
taxes paid or accrued to a foreign country or a possession of the
United States, Form 1118 should be ;Submitted with the return.
In case credit is sought for taxes accrued but not paid, the District
Director may requirea bond on Form 1117 as a condition prece-
dent to the allowance of the credit. For carryback and carryover
of a foreign tax credit, see sections 904 (d) and 904 (e).

9. Tax from recomputing prior,year investment credit.-Where
property is

'
disposed of prior to the life used in computing the

investment credit, the tax for the year in which the property is

so
disposed of must be increased by the difference between the

credit taken on such property and the credit which would have
been allowed had the actual life been used. (Section 47.)

10. Regulated investment companies.-For provisions relating
to the method of taxation of regulated investment companies, see
sections 851 through 855.

n. Real estate investment trusts.-For provisions relating to the
method of taxation of real estate investment trusts, see sections
856,through 858.

12. Personal holding companies.-Section 541 imposes a tax
upon the uidistributed personal holding company income (as de-
fined in section 545) of corporations classified as personal holding
companies. Every personal holding company must file a schedule
I I 20PH with

its
return on Form 1120.

Under the provisions of section 542, a corporation is a "personal
holding company" if at least 80 percent of its gross income for the
taxable year is personal holding company income as defined in
section 543, and if at any time during the last half of the taxable
year more than 50 percent in value of its outstanding stock is
owned, directly or indirectly, by or for not more than five indi-
viduals. (Sections 541-547.)

059--16--78IN-1



FACSIMILES OF FORMS USED, 1963 57

CODES FOR PRINCIPAL BUSINESS ACTIVITY AND PRINCIPAL PRODUCT OR SERVICE PAGE 7

These industry titles and definitions are based on the Standard Enterprise Classification system developed by the Bureau of the Budget,

Executive Office of the President to classify enterprises by type of activity in which engaged. The system follows closely the Standard

Industrial Classification used to classify establishments.
Using the list below, enter on page 1, under D, the code for the specific industry group from which the largest percentage of "total

receipts" is derived. "Total receipts" means gross receipts (line 1, page 1) plus all other income (lines 4 through 10, page 1). On page

3, under P, state the principal business activity and principal product or service which account for the largest percentage of total receipts.

For example, if the principal business activity is "Other special trade contractors," the principal product or service may be "structural steel

erection."
AGRICULTURE, FORESTRY, and

Code FISHERIES
0110 Farms.
0120 Agricultural services and hunting

and trapping
-0130 Forestry

an
forestry services.

0140 Fisheries.

,Metal mining:
. MINING

1010 Iron ores.
1020 Copper, lead and Zinc, gold and silver

ores
Miscellaneous metal mining.

1100 Anthracite and bituminous coal and lignite
mining.

Crude petroleum and natural gas:
1310 Crude petroleum, natural gas, and

natural gas liquids.
1380 Oil and gas field services.
Nonmetallic minerals (except fuels) mining:-
1410 Stone, sand, and gravel.
1498 Miscellaneous nonmetallic minerals,

except fuels.
CONTRACT CONSTRUCTION

General contractors-
1510 Building construction.
1520 Hi hwaY and street constr tion,

mil other heavy construction."
Special trade contractors:
1531 Plumbing, heating, and air condi.

tioning.
1532 Electrical work.
108 Special trade contractors, not else-

where classified.
MANUFACTURING

Food and kindred products:
2010 Meat products.
2020 Dairy products.
2030 Canni g and preserving frutts, vege-

tables, and sea foods.
2040 Grain mill products.
2050 Bakery products.
2060 Sugar.
2070 Confectionery, and related products.
2082 Malt 11-mmirs and

'trendy ~~2084 Wines d ;7r6dy virits.
2085 Ditiil'ed, rechfied, and londed

liquors. -
2096 Soft drinks, flavoring extracts, and

strups.
2091 Vegetable oil mills, and animal,

marine, and edible fats and oils.
2098 Food and kindred products, not else-

where classified.
2100 Tobacco manufactures.
Textile real products:
2211 Broad woven fabric mills, cotton.
2212 Broad woven fabric mills, man-made

fiber and sUk.
2213 Dyeing and finishing, except wool

and knit goods.
2220 Broad woven fabric mills, wool: in-

cluding dyeing and finishing.
2250 Knitting mills.
2270 Carpets and rugs.
2280 Yarn and thread mills.
2291 Narrow fabrics.
2298 Textile mill products, not elsewhere

classified.
Apparel and other fabricated textile products:
2310 Men's and boys'elothing.
2330 Women's, ebildren's, and Infants'

clothing.
2380 Hats, caps, millinery, fur goods, and

other a parel and accessories.
2398 Miscelflneous fabricated textile prod-

nets.
Lumber and wood products, except furniture:
2410 Logging camps and logging con-

tractors, sawmills, and planing mills.
2430 Millwork, veneers, plywoo , and

prefabricated structural wood prod-
ucts.

2498 Wooden containers and miscella-

neous wood
products.

Furniture and fiour..:
2510 Household furniture.
2690 Furniture and fixtures, except house-

bold furniture.
Papa and allied products:
2011 Pulp mills.
2614 Paser, saperboard, building paper,an

bu ding board
mills.2640 Converted paper and paperboard

oducts, except containers.
2650 Vaperboard boxes and containers.

Printing, publishing, and allied industries:
2711 Newspapers: publishing, publishing

and
printing.

2712 Periodicals: publishing, publishing
and printing.

Code
2715 Books: publishing, publishing and

inting; and miscellaneous pub-
Firb

2720 Comm%rcial pcluting,including book
printing, manifold usiness forms,
and greeting cards.

2780 Bookbinding, related Industries, and
printing trade services.

Chemicals and allied products-
2811 Industrial inorganic and organic

Ibemicalsn2812 Plastics materials, synthetic resins,
synthetic rubber, and man-made

fibers, except glass.2930 Drugs.
2841 Soaps, detergents, and cleaning

reparations.
2842 Mrfurnes, cosmetics, and other toilet

parations.
2850 r~,.eints and allied products, Including

gum and wood chemicals.
2870 Fertilizers and other agricultural

chemicals.
2898 Miscellaneous chemical products.
Petroleum rtifining and related hultutries:
2911 Petroleum refining without extrao-

tion.
2912 Integrated petroleum refining and

extraction.
2999 Paving and recifing materials and

other products of petroleum ang coal
Rubber and miscellaneous plastics products:
3010 Tires and Inner tubes.
3020 Rubber footwear, reclaimed rubber,

and other fabricated rubber products.34M
Miscellaneous plastics products.

Leather and leather products-.
3140 Footwear, except rubber.
3198 Leather tanning and finishing, and

leather products, not elsewhere
classified.

Stone, clay, and glass products:
3210 (]less and glass products.
3240 Cement, hydraulic.
3260 Structural clay products.
3260 Pottery and related products.
3270 Concrete, gypsum, and plaster

products.
3298 Cut stone and stone products, and

abrasive, asbestos, and miscellaneous
nonmetallic mineral products.

Primary metal industries:
3310 Blast furnaces, steel works,

and
iron

and steel foundries and fo Ugs.
3330 Nonferrous metals:smelnlre n-

Ing rolling, drawing, and Vo ng,
Inefuding foundries and fbrgings.

3398 Miscellaneous primary metal In us-, tries.
Fabricated metal products, except machinery
and transportation equipment:
3410 Metalcans.
3420 Cutlery, hand tools, and general

hardware.
3430 Heating apparatus (except electric)

and plumbing fixtures.
3440 Fabricated structural metal prod-

ucts.
3450 Screw machine products, and bolts,

nuts, screws, rivets, and washers.
3461 Metal stampings.
3462 Metal coating and engraving.
3498 Fabricated wire products and mis-

cellaneous fabricated metal products.
Machine", except electric:
3510 Engines and turbines.
3620 Farm machinery and eq t.

mining, an'limenu3530 Construction n( materials
handling machinery and equipment.

&%0 Metalworking machinery and equip-
ment.

3550 Special industry machinery and
equipment, except metalworking.

3660
General

Industrial machinery and
equipment.

3570 Office, computing, and accounting
machines.

3580 Service industry machines.
3598 Miscellaneous machinery, except

electrical.
Electrical machinery, equlpmenl~ and supplies:
3611 Electrical transmission and distribu-

tion e
uiF1

niont
3612 Electrics. ndu;irial apparatus.
3630 Household appliances.
3650 Radio and television receiving sets',

except communication types.
3661 Communication equipment.
3662 Electronic components and acces-

sories.

Code
3691 Electric lighting and wiring equip-

ment, except Insulated wire.3698
Electrical machinery, equipment,
and supplies, not alsewnere classified.

Transportation equipment-
3711 Motor vehicles; passenger car, truck,

and bus bodies; and truck trailers.
3714 Motor vehicle parts and accessories.

c8721 Aircraft and complete guided mis-

st
ies ana space veb else.

3722 Aircraft parts, and guided missile and

nace ve
icle subassemblies.

3730
1

and boat building and repair.
3791 Rai road equipment, including street

cars.
3798 Motorcycles, bicycles, and parts, and

transportation equipment,
not

else-

wh
reclassified.

Scientificimstrument.; photographic equipment;
watches and clacks:
3810 Scientific and mechanical measuring

instruments.
3930 Optical, medical, and ophthalmic

goods.
3860 Photographic equipment and sup-

3870 Vaetsches and clocks.
Miscellaneous manufacturing industries, in.
cluding ordnance and accessories:
3910 Jewelry, silverware, and plated ware.
3920 Toys and sporting goods.
3930 Ordnance except guided missiles.
3991 Gosturne Jewelry.
3998 Musical instruments, office and

artists' materials. and manufacturing
Industries, not elsewhere classified.

TRANSPORTATION, COMMUNICATION,
ELECTRIC, GAS, and SANITARY
SERVICES

Transportation:
4011 Railroad transportation, terminals,

and related services.
4020 Local, suburban, and intercity pas-

senger transportation, Including taxi-
cabs and school busses.

4030 Motor freight transportation and
arebouT.t,_

~tlltlim4040
E

ter t,
'portatton.

4060
M~

Boa tr._Pr
at,._

4098

ecsBareaus
transpitation

serv-

4050 At

tees.
Communication services:
4810, Telephone communications (wire or

radio).
4820 Telegraph communications (wire or

radio).
4830 Radio and television broadcasting.
4898 Communication services, not else-

where classified.
Electric, gas, and sanitary services:
4910 Electric companies and systems (95

percent or more).
4920 Gas companies and systems (05 per-

cent or more).
4930 Combination companies and sys-

tems-gas, electric, or other services.
4940 Water supply and other sanitary

services.
WHOLESALE TRADE

5010 Motor vehicles and automotive
equipment.5WO
Drugs, cbenfleals, and paints.

5030 Dry goods and apparel.
5047 Meat and meat products.
6048 Poultry and poultrK products, fish

and sea foods, and ot er groceries and
related products.

6050 Farm products--raw materials.
6060 Electrical goods.
5070 Hardware, and plumbirif and heat-

Ing equipment and supp Jes.
5080 Machinery, equipment, and supplies.
W91 Metals and minerals, except petro-

leum products and scrap.
5092 Petro eum bulk stations and termi-

nals.
W95 Beer, wine, and distilled alcoholic

beverages.
5096 Paper and Its products.
5097 Lumber and construction materials.
5098 Other wholesale trade.

RETAIL TRADE
Building materials, hardware, and farm equip-
ment:
5211 Building materials.
5215 Hardware stores.
5216 Farm equipment dealers.
General merchandise at.-:
5221 Department stores.

Code
5222 Variety stores.
5223 Mail order houses.
5228 General merchandise stores, not else-

where classified.
5230 Food stores.
Automotive dealers and gasoline service sta.
florat
5241 Automobile and truck dealers.
5243 Gasoline service stations.
6248 Tire, battery, and accessory dealers,

and miscellaneous aircraft, marine,
and automotive dealers.

Other retail stores:
5250 Apparel and accessories.
5260 Furniture, home furnishings, and

equipment stores.
5270 Eating and drinking places.
k291 Drug stores and proprietary stores.
5292 Liquor stores.
5293 Jewelry stores.
5298 Sporting goods and secondhand

stores, farm and garden su?,ply, fuel
and tee dealers, and ot or retail
stores.

FINANCI~ INSURANCE, and
REAL ESTATE

Banks and trust companies:
6011 Mutual savings banks.
6012 Banks and trust companies, except

mutual savings banks,
Credit agencies other than bank.:
6021 Savings and loan, building and loan

associations.
6022 Personal credit agencies.
6025 Business credits,
6028 Loan correspon ents and brokers,

and other credit agencies.
6030 Security and commodity brokers, dealers,

exchanges and ....its.
Holding and other Investment companies:
6042 Regulated Investment companies.
6043 Real estate Investment trusts,'1960

Act.
6044 Small business Investment com-

ponies, 1958 Act.
6048 Other holding and Investment co.
Insurance companies:
6055 Life Insurance.
6056 Mutual Insurance, except life or

marine, and certain fire or Aced
Insurance companies.

6057 Insurance agents, brokers, and
service.

6068 Other insurance companies.
Real estate:
6510 Real estate operators (except devel.

opers) and lessors of buildin s;
6521 Lessors of mining, oil, arif similar

6522 VLp.errt Y`f ral. Iroad property.
6528 Lessors of real property other thanso

buildings, not elsewhere classified.
6550 Subd ividers, developers, and oper.

ative builders.
6591 A ents brokers, and managers.
6592 Tf Is aGract companies.
6r)93 Combinations of real estate, Insur-

ance, loans, and law offlees.
SERVICES

7000 Hotels, reaming, houses, camps, and other
lodging places:

Personal services:
7210 Laundries, laundry services, cleaning

and dyeing plants.
7220 Photograplite studios, Including com-

mercial photography.
7298 Beauty, barber, shoe repair, and

pressing shops, funeral, ind other
personal services.

Business services:
7310 Advertising.
7398 Credit reporting and employment

agencies, news syndicates, dupli-
cating, mailing, stenographic, build-
Ing, and other business services.

Automobile and other repair services:
7610 Automobile parking, repair, and

services.
7550 Repair services, except automobile.
Motion pictures:
7810 MotionSicture production, distribu-

tion, an related services.
7830 Motion picture theaters.
7900 Amusement and recreational services,

except motion pictures.
Miscellaneous services:
8010 Medical services.
8020 Educational Services.
8030 Legal services.
8D98 Services, not elsewhere classifled.

.59-16-78120-1



58 FACSIMILES OF FORMS USED, 1963

EXPENSES FOR TRAVEL, ENTERTAINMENT. AND GIFTS

Regulations issued under the Revenue Act of 1962 added
new rules, effective January 1, 1963, for determining the
amount of travel, entertainment, and gift expenses allow-
able as a deduction for employers and employees. Before
such an expense will be allowable it must meet the prior
law test of being ordinary and necessary to the business,
and in addition must meet the requirements of the new
rules under Section 274 of the internal Revenue Code.

Recordkeeping Rules,Under the new rules, a tax-
payer who claims a deduction for travel, entertainment,
or gift expenses should prove the expenses with adequate
records which set forth:

(1) the amount;
(2) 'the time and place;
(3) the business purpose; and
(4) the business relationship of the persons enter.

tained - or receiving a gift.

No deduction, will . be allowed`~ for estimates. Records
should b ba. ed up by receipts, p i bills, or similar docu-e ck aid
mentary evidence for expenditures of $25 or more and for
lodging while traveling away from home, regardless of
amount. An explanation of the recordkeeping rules, in-
cluding the exception, for the employee. who adequately
accounts to his. employer, may be found in Internal
Revenue Bulletin 1963-4.

i
Travel Expenses.--The new rules-.disallow deductions -

to employees for a portion of travel expenses in certain
cases when business trips are combined with personal vaca-
tions. However, this new rule does not apply to travel
away from home which does not exceed one week, or if the
trip exceeds one week unless the personal or yacation time
amounts to 25 percent or more of the total time on the
trip. In addition, it the travel expense qualifies as an

U.S. GOVERNMENT PRINTING OFFICIS

ordinary and necessary business expense, rione of it will be
disallowed (1) if the employee did not have substantial
control over arranging the business trip or (2) if a personal
vacation was not a major consideration in determining
whether the trip should lee made.

Entertainment Expenses.---~To deduct entertainment
e.xpense under the new rules a taxpayer must show that
the expense is (1) "directly related" to the active conduct
of his business, or (2) "associated" with the active con-
duct of his business and that the entertainment occurred
directly before or after a sub

'
stantial and bona fide busi-

ness discussion, or (3) covered by one of the following
exceptions:

business meals,
food and beverages for employees,
expenses treated as compensation,
reimbursed expenses of employees and inde-
pendent contractors,
recreational expenses for employees,
employee or stockholder business meetings,
meetings of business leagues,
items available to the public, and
entertainment sold to customers.

Business GiffsBusiness gifts may be deducted up to
$25 annually for each recipient. If the total cost of
all of your business gifts to one individual during the tax-
able year exceeds $25, you may only deduct $25. Pro-
motional material and certain awards to employees are
excepted from this rule.

A more detailed explanation of the new rules relating
to travel, entertainment, and gift expenses may be found
in Internal Revenue Bulletin 1963-30.

These rules are also set forth in Publication No. 463,
which is available at any Internal Revenue Service office.

459-16-78126-1
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Statistl*cs
of Income
PUBLICATIONS IN PREPARATION

Corporation Income Tax Returns with dccountingperiods

ended July 1963-June 1964

Balance sheets, income statements, and distributions

to stockholders; profits, income subject to tax, income

tax, and foreign tax and investment credits. Also, book

income, gain or loss on sales of business property,

guideline depreciation, inventories, and 50 percent or

more ownership of corporations by type of principal

stockholder. Classifications include industry group and

size of total assets, business receipts, net income,

income taxed at normal tax and surtax rates, income tax,

and return on equity ratio. Statistics for all returns,

returns with net income, consolidated returns, and for

Small Business Corporations and Personal Holding

Companies. Historical summary, 1954-1963.

Foreign Tax Credit claimed on Corporation Income Tax

Returns with accounting Periods ended July 1961-June

1962

Taxable income from foreign sources, foreign divi-

dends received, foreign income tax paid or deemed paid,

net income, income subject to tax, U. S. income tax, and

foreign tax credit against the U. S. income tax. Classifi-

cations by industrial group and foreign country or area.

Size classifications by total assets, net income, and U. S.

income tax. Foreign tax credit and other informationre-

ported on Western Hemisphere trade corporation returns.

Historical summary.

U. S. Business Tax Returns for 1964, Preliminary

SOLE PROPRIETORSHIPS AND PARTNERSHIPS:

Number ofbusinesses, receipts, depreciation, profits,and
inventories for more than one hundred industries. Com-

plete income statements and cost of goods sold schedules

for more than sixty industry groupings. A comparison

between the 1963 and 1964 number of businesses, receipts

and profits by industrial division is also included.

I nd iv idu a I Income Tax Returns for 1964

Sources of income, adjusted gross income, exemp-
tions, taxable income, income tax, tax credits, self-
employment tax, income tax generated at each tax rate,
tax withheld, tax payments and overpayments, by size of

adjusted gross income. Specially featured are: sick pay
exclusion, employee moving expense, income averaging,
dividend exclusion, retirement incomecredit, age exemp-
tions, itemized personal deductions, self-employed pen-
sion deductions. Also available: selected sources of
income and tax items for States and historical tables.

Fiduciary, Gift, andEstate Tax Returns Filed During

1966

FIDUCIARY INCOME TAX RETURNS FOR 1965:
Sources of income and loss, deductions (including ad-
ministrative expenses), income tax, credits, and pay-
ments. Distributions from estates and trusts to indivi-
duals and to other estates and trusts. Classifications
by inter vivos and testamentary trusts, size of total
income, accounting period, year of origin (date of death
for estates), tax rate, tax status, and State. Historical
data 1952-1965.

GIFT TAX RETURNS: Total gifts by type of donee
(spouse, charity and all other), by type of interest given
(present or future) and by type of property. Exclusions,
deductions, taxable gifts and gift tax. Classifications by
consent status and by size of total gifts. Historical data
1959-066.

ESTATE TAX RETURNS: Total estate by type of
property, lifetime transfers, deductions, tax credits and
estate tax. Classifications by size of total estate, gross
estate, economic estate, distributable estate (spouse,
charity and all other), and year and method of valuation.
Historical data 1954-1966.

Estate Tax Wealth based on Estate Tax Returns filed
during 1963

Number and wealth of individuals living in 1962
whose estates would have been subject to the Federal
estate tax if they had died in that year, estimated by
multiplying data from each estate tax return by the
inverse of a mortality rate. Classifications by type
of property, age, sex, and marital status of decedent,
and State. Historical summary, 1944 through 1962.

RECENT PUBLICATIONS

Corporation Income Tax Returns with accountingperiods
ended July 1963-June 1964, Preliminary (38pp., 300

U. S. Business Tax Returns with accountingperiods ended
July 1963-June 1964

DepletionAllowancesfor Mineral Production reported on
U. S. Tax Returns for 1960 (62 pp., 40P)

Individual Income Tax Returns for 1964, Preliminary
(31 pp., 25P)

Sales of Capital Assets reported on Individual Income
Tax Returns for 1962 (153 pp., $1.00)

Fiduciary, Gift, and Estate Tax Returnsfile'd during.1963
(108 pp., 650

Statistics of Income publications are for sale by the Superintendent of Documents, U. S. Government Printing Office, Washington, D. C. 224-.2
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