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“Letter of Transmittal

Treasury Department,
Office of Commissioner of Internal Revenue,
Washington, D. C., October 10, 1966.

Dear Mr, Secretary:

1 am transmitting Statistics of Income--1963, Farmers’ Cooperative Income Tax
Returns. This report was preparedin partial fulfillment of Section 6108 of the Inter-
nal Revenue Code of 1954, which provides for the publication of statistics on the
operation of the tax laws. The statistics in this volume were obtained from cor--
poration income tax returns and exempt cooperative association income tax returns
filed for farmers marketing and purchasing cooperatives and generally relate to
1963,

Benchmark data are presented on assets, liabilities, receipts, and income tax,
Size classifications used include total assets, business receipts and net income,
For exempt cooperatives detailed income statements and balance sheets are pre-
sented by type of service, by commodity marketed and by State,

_SKlL_seu

Commissioner of Internal Revenue.

Hon, Henry H. Fowler,
Secretary of the Treasury.
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Farmers’ Cooperative Income Tax Returns, 1963

This report has been prepared to show some of the
impact of the Federal tax law on farmers’ marketing and
purchasing cooperatives, one of the mostimportantof the
many types of associations organized by farmers, and to
provide financial statistics taken from the income tax re-
turns for such cooperatives,! The report primarily
relates to 1963 and is the first of its kind since 1953,

Farmers’ marketing and purchasing associations are
organized to obtain for the farmer-patron better prices
for his product and to provide farm supplies, equipment,
and services at lower cost. In a sense the cooperative
acts as an intermediary between the agricultural and non-
agricultural sectors of the economy concentrating the
buying and selling power of the farm communityin a way
intended to equalize its competitive position, In getting
agricultural products flowing from farmer to consumer,
cooperatives are found supplying such transportation
services as shipping, trucking, and storing; such manu-
facturing services as canning, winemaking, ginning, and
other operations needed to produce finished goods for
sale; such selling activities as acting as an agent or
broker. In providing mass purchasing power for the sup-
plies needed for farming operations, cooperatives often
will be found operating petroleum bulk stations and even
refineries; manufacturing chemical fertilizers; and hir-
ing, housing and transporting farm laborers. In other
words, cooperative activities are nearly as varied as to
function, as wide in scope and diversified in line as any
other type of business enterprise.

[

Chart A. - Percentage of Selected items,

by Type of Cooperative, 1963
R6%,

Exempt 653 65%

Nonexempt| 3% ’ 3%
NUMBER OF BUSINESS INCOME TAX
RETURNS RECEIPTS AFTER CREDITS

!Farmers’ cooperatives, according to estimates made by the Fammer
Cooperative Service, U.S.D.A., handle 25 percent of the U. S. agricultural
marketing volume and 15 percent of the U. S. agricultural supply volume.

EXEMPT STATUS

Depending on the character of a cooperative, its
membership and business practices, special, so-called
‘‘exempt,’’ tax status may be conferred, Associations
granted this status are referred to in this report as
““Exempt cooperatives.”’ Farmers' cooperatives not
meeting all of the requirements listed below or those
which have not applied for and been granted an exemp-
tion are also included and are called ‘‘Nonexempt
cooperatives.” The requirements for exempt status are:

(1) The' association -must serve, and be owned by
farmers, fruit growers, livestock growers, dairymenand
the like for the purpose of marketing farm products and
turning back to producers the proceeds of the sales less
necessary operating expenses on a basis proporticnate
to either the quantity or value of goods furnished; or of
purchasing supplies and equipment and turning over such
supplies at actual cost plus necessary operating expenses.

(2) All patrons, whether members or not, must be
treated in the same way with respect to their proportionate
shares of, or patronage dividend from, the earnings of the
cooperative,

(3) The ownership of the voting stock of the coopera-
tive must be essentially in the hands of producers, Capi-
tal stock must not return dividends in excess of 8 per-
cent or the legal rate of interest in the State of incor-
poration, whichever is larger.

(4) The value of the products marketed or supplies
purchased for nonmembers must not exceed the value of
goods marketed or purchased for members. Further the
value of supplies purchased for nonmembers who are
also nonproducers cannot exceed 15 percent of tlie value
of all purchases, (A member is anyone whois entitled to
participate in the cooperative's managemeént - See chart
F.)

(5) The association must establish that ithasnotax-
able income other than that needed to accumulate and
maintain a reasonable reserve required by State statute
or for any other necessary purpose,

The advantage of exempt status can be seen quite
clearly from chart A. Of the 8,595 returns for exempt
and nonexempt cooperatives included in this report,
5,574 or nearly two-thirds were for exempt cooperatives.
However, because exerhpt cooperatives were allowed to
deduct from earnings dividends paid on capital stock and
distributions of any net margin from nonpatronage busi-
ness, just 14 percent of the total tax liability was re-
ported by them. The one-third of the associations which
were not exempt, with a tax base computed without the
foregoing special deductions, reported 86 percent of the
tax liability.

Setting aside tax considerations, exempt and nonexempt
cooperatives were otherwise quite similar, Table 1 shows
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PERIOD COVERED

The statistics for nonexempt cooperatives are basedon
a sample of Form 1120 returns for taxable years with
accounting periods ended July 1963 through June 1964.
Statistics for exempt cooperatives are based onall Form
990-C returns filed in 1964 and represent a somewhat
different period. The chief reason for this was the re-
quirement that exempt cooperative returns need not be
filed until 81/2 months after the close of the coopera-
tive’s year of operations (nonexempt cooperatives had
only 21/2 months). If 81/2 months elapsed between the
end of the taxable year and the filing of the return (dis-
regarding extensions to file and delinquent returns), the
accounting periods includible would have ended April 15,
1963 through March 15, 1964, more than 2 months earlier
than the period covered by the nonexempt returns,

Table 2. —EXEMPT COOPERATIVES BY TAXABLE YEAR

Net Income
Number of | Business income tax Total
Texable year returns | receipts (less after assets
deficit) credits
(1) (2) (3) (4) (5)

( Thousand dollars)

Tot8leuveeeeacesnanonnnnns 5,574 | 8,702,066 20,570 2,180 | 4,064,555

Taxable years ending before
July 1962. . c.cveennnacnnsnnans 26 7,478 -208 4 3,006

Taxable years ending July 1962

through June 1963, total.. 1,184 | 1,896,425 7,351 500 849,963
Calendar year, 1962...... 102 116,284 109 2 26,717
Noncalendar year......... e 1,068 | 1,770,943 7,429 498 819,107
PATYL YEaAT oo ersvrroosanrsorsss 14 1. 9,199 -188 - 4,139

Taxable years ending July 1963
through June 1964, total 4,172 | 6,582,467 13,248 1,631 | 3,143,317

Calendar year, 1963...... e 2,031 | 3,086,340 9,758 759 1 1,165,791
Noncelendar year......... aes 2,084 | 3,394,227 9,673 870 | 1,944,246
Part year....veevniervoarnnonae 57 101,900 ~6,182 2 33,280

Taxable years ending after
June 1964.. i riiieiiianirnennns 192 215,694 182 48 68,270

Table 3.~~ACCOUNTING PERIOD-EXEMPT AND NONEXEMPT COOPERATIVES

Net

Number of | Business income Total

Reporting period

returns receipts (less . assets
deficit)| oredits
(1) () (3) (4) (5)

(Thousand dollars)

Exempt and nonexempt, total, 8,595 | 13,515,688 | 49,987 15,422 | 5,991,534
Calendar year............. 3,228 | 4,264,208 | 15,522 3,344 | 1,612,689
Noncalendar and part year. 5,366 | 9,251,479 | 34,464 12,079 | 4,378,846

Nonexempt, total 3,021 | 4,813,622 | 29,416 13,243 | 1,926,979

Calendar year... .. 1,063 [ 1,041,131 5,491 2,570 410,373
Noncalendar and part year..... 1,958 | 3,772,491 | 23,925 10,673 | 1,516,606
Exempt, total................... 5,574 | 8,702,066 ( 20,571 2,180 | 4,064,555
Calendar year... 2,165 { 3,223,077 | 10,031 774 1 1,202,316
Noncalendar year .. 3,331 | 5,366,012 | 17,155 1,403 | 2,823,647
POt YEAT...uverrnrrornennnnes 7 112,976 | —6,616 3 38,593

Table -2 shows that nedrly one-third of the noncalendar
year exempt returns filed in 1964 were for taxable years
ending before July 1963 and that one-fourth of all exempt
returns were filed for taxable years ending either before
July 1963, or after June 1964, Since nonexempt returns
in this report were sampled to represent the taxable
years ending July 1963 through June 1964, they are
entirely comparable to only three-fourths of the exempt
returns. However, exempt and nonexempt data have been
added together in tables 1, 3, and 5 for the convenience
of the user,

The periods covered by exempt and nonexempt returns
would no doubt have been closer had not such a large
percentage of the exempt cooperatives (nearly 60 percent)
been on a noncalendar year accounting basis, (See table
3.) The accounting period patternof cooperatives, whether
exempt or nonexempt, differed materially from that used
by corporations generally where only about half report
on a noncalendar year basis.?

The bulk of the cooperatives’ business receipts andnet
income was also shown on returns for noncalendar year
reporting periods. Noncalendar and part-year returns
taken together accounted for 68 percent of business re-
ceipts, 69 percent of net income, 78 percent of income

2Statistics of Income--1962, Corporation Income Tax Returns (Washington:
U. S. Govemment Printing Office, 1966), p. 190.

237-365 O - 66 - 2

tax after credits and 73 percent of total assets, These
proportions are surprisingly large when compared with
corporations generally. For example, only about 26 per-
cent of net income was reported on noncalendar and part-
year corporation returns for 1962, Suchdifferencesare
due in large measure to the seasonality of farm
production.

PATRONAGE DIVIDEND DEDUCTION

Farmers’ marketing and purchasing cooperatives as
well as most other corporations organized on a coopera-
tive basis may deduct from gross income patronage re-
funds paid to patrons (called the patronage dividend deduc-
tion in this report). These refunds mustbe made under a
legal obligation existing prior to the receipt by the cor-
poration of the amount to be distributed.

The period covered by this report was one in which
major legislative changes became effective (December 31,
1962) in the treatment of this deduction, While these
changes involved both exempt and nonexempt coopera-
tives, only patronage dividends for exempt cooperatives
are shown in this report. (The deduction was not re-
quired to be shown separately on returns for nonexempt
cooperatives,)

The new law no longer allowed the deduction of non-
qualified notices--in general dividends carried on the
books of the cooperative in the patrons’ name which he
either could not receive for a term of years (included
in “‘Other property’’ in this report)or whichhe could re-
ceive only at the discretion of the cooperative (called
‘“‘Nonqualified notices’’ in this report). To be deductible,
dividends issued as capital stock, revolving fund certifi-
cates, letters of advice and the like must under the new
law be in the form of ‘‘Qualified notices.’’ (See Explana-
tion of Terms,) However, ‘‘nonqualified notices,’’ while
no longer deductible when issued, could be deducted in
the year they were redeemed.’

These were 2160 exempt returns filed for periods be-
ginning before December 31, 1962; some of which were
filed under the new law even though this was not required,
The bulk of the exempt returns, 3,414,were required to
deduct patronage dividends under the provisions of the

31bid.

“This new form of patronage dividends was deducted on only 13 returns
and totaled $359,000. It is included in the category ‘‘Other property’’ in the
statistics.



4 FARMERS' COOPERATIVE INCOME TAX RETURNS FOR 1963

Table 4. —PATRONAGE DIVIDENDS FoR EXEMPT COOPERATIVES BY TAXAELE YEAR

Form of pa Lronsge dividends

{ Thousand dfiars)

T 227,07 97,205 129,814
OB v vt S e 75,181 43,726 51,455
Qualified notices,. 68,832 3,143 65,630
Nongqualified noti 48,084 45,949 2,135
Other property 34,919 24,387 10,534

new law, Table 4 highlights the shift in reporting and
indicates a lack of understanding of the new law on the

law became effecrive, (The returns were not audired
before statistical brocessing.) One of the chief reasons
for this seems to have been the use of the 1962 Form
990-C rather than that for 1963,

BUSINESS RECEIPTS
Business receipts constituted about 97 percent of total

receipts for farmers’ marketing and purchasing coopera-
tives. Such receipts, depending upon the nature of the

Chart B. - Percent Distribution of Number
of Returns and Business Receipts by Selected @
Sizes of Business Receipts, 1963

Exempt and
Nonexempt

Number

629

9%

o

Under $100, 000 under 51,000, 000 under $3,000, 000
$100, 000 $1,000,000 $5,000, 000 or more
Size of Business Receipts

cooperative’s activities, include the gross sales of farm
supplies, farm pProduce or services, For some coopera-
tives, particularly shipping Cooperatives, business re-
ceipts include ‘‘check-off'’ income, a small percentage
of the total volume of goods handled, Infacr for coopera-
tives engaged principally in ““‘Other services’ - shipping,
Price bargaining, etc, - business receipts is not a good
indication of their trye importance,

Sources of income other than business receipts com-
prised less than 3 percent of total receipts, Most of this
was either an addirional Teceipt from operations (patron-
age dividends received) or receipts from secondary
operations (other income), Less than four-tenths of 1
percent of total receipts ($48 million) consisted of income
from investments and gains from the sale of assets,

Since the amount of business receipts provides a good
measure of cooperative size, it is used as a classifier
in tables 5 to 7 in order to compare: (a) exempt and
nonexempt cooperatives (table 5); (b) eXempt coopera-
tives with net income or deficit (table 6); and (c) exempt
cooperatives by type of service (table 7), ChartB, based
on table 5, shows that 76 Percent of the nonexempt re-
turns reported business receipts between $100,000 and

indicating that the exempt returns are slightly more
spread out in size than the nonexempt. However, the
average amount of business receipts was about the same
for both types--$1.6 million,

COST OF SALES AND OPERATIONS

Cost of sales and operations ($12.4 billion) comprised
90 percent of the deductions before net income, Such
costs consisted chiefly of merchandise bought for resale,
salaries and wages, and other “‘direct’’ costs of produc-
tion and distribution, (Seechart C.) Deductions other than
the cost of sales and operations totaled about $1,4 billion,
more than half of which ($813 million) was an additional
cost of operation (patronage dividends paid) or general
overhead expenses and costs from secondary operations
(other deductions), Of the remaining $583 million, de-
preciation was the largest--$169 million (29 percent),
followed by taxes--$133 million (23 percent), interest--
$82 million, repairs--$56 million, and advertising- -
$45 million., The remaining deductions taken together
totaled only $100 million or 17 percent,

The amount reported as cost of sales and operations
was adjusted to include al] directandindirect labor costs
Teported on the return, This departure from traditional
daccounting practice was adopted because the reporting
of manufacturing and other direct labor costs together

sales and operations on only 1,430 Treturns; nearly three-
fourths, or $557,309,000, of the wage bill was deducred
elsewhere on 7,094 réturns--only a few of which also
reported salaries and wages as a cost,

SThis pattem of reporting payroll costs is not confined to cooperatives,
For example, Statistics of Income--1963, (/. §. Business Tax Returns
(Washington: U. S, Govemment Printing Office, 1966), table G, shows that
only 25 percent of the wage bill of nonfam sole proprietorships was deducted
as a cost of sales or operations,
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Chart C. - Cost of Sales and Operations, 1963 :
(Exempt and Nonexempt Cooperatives)

Merchandise (Net of Inventories)
accounted for

. Total Only Shown
82% of the .

Costof .
Sales and
Operations

Salaries and
Wages

Other Costs

COST OF SALES AND OPERATIONS $12,430, 651,000

== - T = : =

Cost of sales and operations was further adjusted to
exclude any identifiable amounts deductible as: rent,
taxes, compensation of officers, depreciation, depletion,
amortization, advertising, patronage dividends, pension
and other employee benefit plans, These amounts were
included in the appropriate deduction item, The effect
of this procedure was to decrease ‘‘Other costs’ by
$15 million. (Most of the amounts treated in this way
were deductible as either depreciation or patronage
dividends.)

There were 653 returns reporting cost of sales and
operations but without any usable supporting cost sched-
ule, These returns are included in the summary of
costs as ‘‘Total only shown.”” In a few of these cases,
at least a portion of the deductible salaries and wages
was available separately.

NET INCOME AND TAX

Net Income

Net income is defined in this report as total receipts
less deductions for cost of salesandoperations, interest,
taxes, and other operating expenses, including patronage
dividends. It is used as a size classifier in table 5 for
both exempt and nonexempt cooperatives and is central
to the analysis of the effect on tax liability of the deduc-
tions after net income,

The deductions after net income include two deductions
unique to exempt cooperatives, the deduction for divi-
dends paid on stock and the deduction for nonpatronage
income allocated to patrons, The other two deductions
after net income, the deduction for net operating loss
carryforward and the dividends received deduction, are
not unique to cooperatives. They are deducted after
arriving at net income because they do not represent
current operating expenses, Of these four deductions,
totaling about $39 million, more than $30 million were
the special deductions available only to exempt coopera-
tives, The effect of these can be seen in chart D which
presents for exempt and nonexempt cooperatives the
ratio of income tax after credits to netincome by size of
net income,

[ B

Chart D. - Income Tax After Credits as a Percent
of Net Income, by Size of Net Income, 1963

(Exempt and Nonexempt Cooperatives) 49,

Under $5,000 $10, 000 $100,000 $250,000
$5,000 under under under or more
$10,000 $100,000 $250,000

Size of Net Income

Income Tax

Exempt and nonexempt cooperatives are subject to tax
at regular corporate rates, which, as was the case with
other corporations, could be offset by credits for foreign
taxes paid and qualified investments. No foreign tax
credit was reported on the returns used, However, of
the 3,867 exempt and nonexempt returns with income tax
before credits, 1,656 or 42.8 percent claimedinvestment
credits totaling $1,088,000, of which $915,000 was shown
On nonexempt cooperative returns,

The effect of the deductions against net income and the
credits against tax was to make 1,681, or 32 percent of
the returns with net income, nontaxable--20 percent of the
nonexempt returns and 42 percent of the exempt returns.
This difference in tax status between exempt and nonex-
empt returns was due chiefly to the provisionsof the law
taxing exempt cooperatives only to the extent of retained
earnings (allowing such cooperatives to deduct from their
tax base all amounts paid in dividends on capital stock or
from nonpatronage income),

ASSETS, LIABILITIES, AND NET WORTH

Total Assets

Nearly 95 percent of the 8,595 returns showed balance
sheet information, reporting about $6 billion in total
assets. The amount of total assets was used as a size
classification in tables 5 and 6. While only 774 returns
for cooperatives (or 9 percent) reported total assets of
$1,000,000 or more, they accounted for $9 billion (or
67 percent) of business receipts, 84 percent of the net
income (less deficit), and 64 percent of the total tax
liability.

The assets of cooperatives (as showninchartE)consist
chiefly of depreciable property, inventories, receivables
and investments, in that order. However, when the data
are separated by the type of product the cooperative
markets (table 11), or by the type of service it performs
(table 10), some striking dissimilarities in asset compo-



Table 5. —EXEMPT AND NONEXEMPT COOPERATIVES BY SIZE OF NET INCOME, TOTAL ASSETS AND BUSINESS RECEIPTS

Exempt and nonexempt cooperatives Nonexempt cooperatives Exempt cooperatives
4 i Income tax . Net income Income tax Net income Income tax
Number Busir_less Ne gggm Taxable after Totat Number Business - less Tj:(able after Tota}‘ Number Business | -less Taxable after Total
Size classes of receipte | gericit income | credits | B8 of receipts | deficit eOme | credits | 89818 or | Teceipts | dericit | .income | credits assets
returns ( Thousand ( Thounand (Thousand .{ ( Thousand (Thousand [ returns { Thousend (Thousand ( Thousand (Thousand (Thousand | returns { Thousand ( Thousand | (Thousand (Thousand ( Thousand
dollars) dollars) dollars) doflars) dollars) dollors) dollars) dollars) do!lars) dollars) dollars) dollars) dollars)’ dollars) dollars)
(1) (2) (3 (4 (5) (6 () 8) (9) (10) (11) (22) (13) (14 15 (16 (17 18
NET INCOME OR NET DEFICIT ) ) ) ) (13) ) ) (18)
Grand total..ceeiriuerreains 8,595 | 13,515,688 49,987 43,046 15,422 | 5,991,534 3,021 4,813,622 29,416 35,662 13,243 | 1,926,979 5,574 | 8,702,066 20,571 7,384 2,180 | 4,064,555
Returns with net income, total.... 5,255 | 9,547,679 82,301 43,046 15,422 | 4,003,095 2,334 | 3,768,817 40,022 35,662 13,243 | 1,570,581 2,921 | 5,778,862 42,279 7,384 2,180 2,432,514
Under $5,000.........0.. FETRRTTN 2,981 | 1,897,379 4,148 1,994 503 | 895,423 1,191 424,030 1,588 1,233 312} 217,864 1,790 1,473,367 2,560 761 191 677,379
$5,000 under $10,000. 922 886,653 6,532 4,100 1,052 381,333 494 439,962 3,411 3,237 821 182,148 428 446,691 3,121 863 231 199,185
$10,000 under $15,000. 382 546,910 4,661 2,738 698 | 212,133 40| 188,474 |- 1,732 1,705 434 60,266 242 | 358,436 2,929 1,033 264 151,867
$15,000 under $20,000... 230 443,545 4,066 2,758 733 | 167,983 110 | 166,667 1,97 1,964 521 77,045 120| 276,878 2,092 79% 212 90,938
$20,000 under $25,000...... 168 313,054 3,801 2,428 608 | 174,702 92| 131,663 2,109 1,892 466 68,351 76| 181,391 1,692 536 142 106,351
$25,000 under $50,000... . 337 981,235 11,417 7,182 2,195 | 372,054 204 | 504,898 6,907 5,787 1,806 | 164,019 133 | 476,337 4,510 1,395 389 208,035
$50,000 under $100,000.,. . 134 934,620 9,395 4,867 1,949 | 380,486 6L 589,671 4,383 4,195 1,749 239,152 73| 344,949 5,012 672 200 141,334
$100,000 under $250,000. . 70 | 1,483,584 9,787 3,541 1,440 | 486,878 33| 650,035 4,259 2,912 1,184 | 190,844 371 833,549 5,528 629 256 296,034
$250,000 under $500,000... . 15 583,171 5,156 633 256 | 205,900 3 48,951 974 474 213 31,555 12| 534,220 4,182 159 43 174,345
$500,000 under $1,000,000. 7 533,340 4,968 154 61| 228,455 - - - - - - 7{ 533,340 4,968 154 61 228,455
$1,000,000 or more 9 944,170 18,370 12,651 5,929 | 497,928 6| 624,466 12,685 12,263 5,737 | 339,337 3| 319,704 5,685 388 192 158,591
Returns with no net income or ‘ .
deficite.ea.e.. R AP 1,559 | 2,157,432 (&3] 875,983 100 422,291 M 119,416 1,459 { 1,735,141 (*) 756, 567
Returns with net deficit, total... 1,781 | 1,810,577 | -32,314 (1) e ,112,456 587 622,514} ~10,606 (1) (%) 236,982 1,194 | 1,188,063 | -21,708 (1) (1) 875,474
Under $5,000........0.. .. 1,159 482,516 -1,281 153,906 299] 122,666 -314 42,103 860 | 359,850 -967 111,803
5,000 OF MOT€...vo.vrs 622 | 1,328,061 -31,033 958,550 288 | 499,848 | -10,292 194,879 334 828,213| -20,741 763,671
TOTAL ASSETS
TOBALe e vervevnnreanrenes 8,595 | 13,515,688 49,987 43,046 15,422 | 5,991,534 3,021 4,813,622 29,416 35,662 13,243 | 1,926,979 5,574 { 8,702,066 20,571 7,384 2,180 | 4,064,555
76r0 B6BELS.cvviruinn...s 472 152,846 ~7,375 1,169 212 ) 122 49,202 797 1,103 200 [©) 350 | 103,644 -8,172 66 12 )
$1 under $25,000... 1,233 59,417 -1,209 89 17 9,731 412 7,613 -703 21 - 3,789 821 51,804 -506 68 17 5,942
$25,000 under $50,000. 554 99,406 41 154 41 20,305 283 59,122 52 92 24 10,468 271 40,284 -11 62 17 9,837
$50,000 under $100,000 766 189,485 139 695 215 55,639 227 40,970 362 439 147 15,213 539 | 148,515 -223 256 68 40,426
$100,000 under $250,000. . 2,028 929,948 563 3,516 960 | 343,370 7471 357,409 =721 2,310 637 | 126,651 1,281 572,539 1,284 1,206 323 216,719
$250,000 under $500,000........... 1,720 | 1,443,030 7,372 7,236 1,935 | 609,035 658 | 585,966 4,106 5,557 1,463 | 231,998 1,062{ 857,064 3,266 1,679 472 377,037
$500,000 under $1,000,000......... 1,047 | 1,549,496 8,288 6,766 2,102 | 738,548 332} 505,370 3,498 5,363 1,731 | 241,459 715 | 1,044,126 4,790 1,403 37 497,089
$1,000,000 under $2,500,000 . 515 [ 1,952,788 9,888 5,778 2,115 774,958 163 686,053 5,219 4,716 1,819 | 248,328 3521 1,266,735 4,669 1,062 296 526,630
$2,500,000 under $5,000,000.. 125 | 1,135,669 3,882 2,200 924 | 415,140 30| 435,827 1,377 1,461 647 94,572 95| 699,842 2,505 739 27 320,568
$5,000,000 under $10,000,000. 65] 1,529,928 4,608 1,467 546 | 449,910 23| 760,281 1,782 1,372 518 | 155,166 42| 769,647 2,826 95 28 294,744
$10,000,000 under $25,000,000.... 39| 1,269,919 9,129 3,434 1,150 | 608,426 11§ 274,329 3,102 2,890 930 | 178,551 28| 995,590 6,027 544 220 429,875
$25,000,000 under $50,000,000.. 15 960,077 2,011 1,435 635 | 511,424 6| 314,042 1,406 1,435 635 | 192,789 9| 646,035 605 - - 318,635
$50,000,000 under $100,000,000... 12 | 1,712,889 11,202 5,787 2,887 | 752,291 51 514,419 5,760 5,584 2,806 | 293,206 711,198,470 5,442 203 81 459,085
$100,000,000 or mMOT@s.«evvere.. 3 530,788 1,447 3,319 1,686 | 702,759 1] 223,019 3,379 3,319 1,686 | 134,789 2| 307,769 -1,932 - - 567,970
BUSINESS RECEIPTS
TOtAL e e s eneeenerunsnoeonses 8,595 | 13,515,688 49,987 43,046 15,422 | 5,991,534 3,021} 4,813,622 29,416 35,662 13,243 } 1,926,979 5,574 | 8,702,066 20,571 7,384 2,180 | 4,064,555
No business receipts....... Ceeeans 342 (1) -2,894 (36,582 75 Y -2,490 2,762 267 ) -404 33,820
$1 under $50,000. . cuviieniariannes 1,244 13,952 -763 42,029 352 2,702 ~270 11,678 892 11,250 -493 30,351
$50,000 under $100,000.. . 497 36,449 -781 36,244 200 14,407 -569 6,039 297 22,042 -212 30,205
$100,000 under $200,000. . 900 130,955 459 103,792 350 50,395 392 31,012 550 80,060 67 72,780
$200,000 under $500,000... . 2,015 677,229 2,095 471,005 701 237,976 1,499 137,938 1,314 439,253 59 333,067
$500,000 under $1,000,000.. . 1,590 | 1,126,930 6,669 2) (2) 605,281 549 | 388,400 2,302 (2) (2) 194,819 1,041 738,530 4,367 ) 2) 410,462
41,000,000 under $5,000,000...... 1,684 | 3,289,145 20,812 1,325,723 6981 1,276,416 10,796 . 482,359 986 | 2,012,729 10,016 843,364
$5,000,000 under $10,000,000... 148 | 1,026,013 5,250 399,985 37| 248,503 3,133 130,889 11} 777,51 2,117 269,09
$10,000,000 under $50,000,000..... 132 | 2,754,417 345 h,456,198 39| 823,444 3,395 307,645 93| 2,930,973 3,050 1,148,553
$50,000,000 under $100,000,000.... 29| 1,997,191 5,443 714,946 15| 950,047 1,888 361,152 14| 1,047,144 3,555 353,79%
$100,000,000 OF MOT€.. . vvreveinses 141 2,463,410 13,350 \ 799,746 5] 821,332 9,340 L) 260,686 911,642,078 4,010 539,060

INot applicable.
2Not available.
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FARMERS' COOPERATIVE INCOME TAX RETURNS FOR 1963

Table 6.-—EXEMPT COOPERATIVES BY

SIZE OF TOTAL ASSETS AND BUSINESS RECEIPTS

Chart E. - Components of Total Assets, 1963

(Exempt and Nonexempt Cooperatives)

Cash 6%

Depletable assets (net)

and Land 2%
Depreciable

assets (net)
29.5%

Other current assets 2%

Other assets 2%

Inventories

26%

Investments
14,59

Notes and
accounts (net)

TOTAL ASSETS $5,991,534,000

sition appear, For example, exempt tobacco cooperatives
have 95 percent of their total assets in inventories, In
fact, these 30 returns for tobacco cooperatives reported
42 percent of the inventories for exempt cooperatives.

Capital Stock

Net worth items were about evenly divided between
capital stock (common, preferred, or part-paid) and
reserves. As with assets, there are differences in the

Returns with net income Returns with net deficit Returns with no net income
or deficit
Size classes Business Net income Total Business Net Total Business Total
Number of receipts assets Number of | receipts deficit assets Number of receipts assets
returns ( Thousand (Thousand | (Theusand Teturns | (rhousand (Thousend (Thousand returns (Thousand | (Thousand
dollars) dollars) dollars) dollara) dollars) dollars) do!llars) dollars)
(1) 2 (3 4 5 6 ) (8) 9) {10 11
TOTAL, ASSETS (2) ) (4) (5) (6) ) (11)
L P 2,921 5,778,862 42,279 | 2,432,513 1,194 | 1,188,063 21,708 | 875,476 1,459 | 1,735,141 756,566
ZBYO BSSETE. ¢ trernsnnscrsnsersnieessrasinnesanns 121 43,989 659 ) 150 55,708 8,831 &) 79 3,947 (*)
1 under $5,000. 162 1,327 26 270 184 2,911 166 302 85 15,477 193
5,000 under $10, 37 2,528 24 263 57 5,681 247 396 51 3,457 363
10,000 under $15,000 30 2,589 19 380 24 2,752 45 299 40 2,095 488
15,000 under $20,000. 14 834 16 241 38 2,513 75 665 30 3,613 529
20,000 under $25,000 25 2,651 49 559 23 1,603 105 513 21 1,770 480
25,000 under $50,000. . .vureruenrrenrnansnenies 91 14,005 270 3,308 110 13,099 281 3,950 70 13,180 2,580
50,000 under $1005000, .. .u.vrnrennrereernaeecnn 239 59,072 789 18,268 148 34,239 1,002 10,770 152 55,205 11,388
100,000 under $250,000. .. .00cruuarnrneronerans €97 298,404 3,325 120,321 222 99,319 2,042 35,485 362 174,816 60,913
250,000 under $500,000, . 00.ivveiienrionrnrnsns 680 546,243 5,085 242,589 17 91,943 1,820 40,277 265 218,879 9y 171
500,000 under $1,000,000. ¢ ccruersnerrcsracnss 480 629,759 6,992 331,757 70 119,831 2,202 477,844 165 294,536 117,488
1,000,000 under $2,500,000, 227 859,517 6,071 342,767 32 104,774 1,402 45,161 93 302,443 138,702
2,500,000 under $5,000,000. 55 389,033 2,897 184,798 10 64,669 391 35,835 30 246,141 99,935
5,000,000 under $10,000,000 31 605,139 2,867 213,546 3 8,922 41 22,739 8 155,586 58,459
10,000,000 under $25,000,000 22 768,768 6,345 348,681 1 67,893 318 17,008 5 158,929 64,185
$25,000,000 under $50,000,000,.....cururusnensss 3 252,484 1,153 115,37 3 308,487 548 96, 568 3 85,064 106, 693
$50,000,000 under $100,000,000., . .cuenrnrvsnrcss 6l 1,042,786 55691 405, 526 1 155,684 249 53,560 - - -
$100,000,000 OF MOTC. . svvnrrernsrnsrorasenransne i 259,733 ) 103,868 1 48,037 1,932 | 464,102 - - -
BUSINESS RECEIPTS
- 2,921 5,778,862 42,279 | 2,432,513 1,194 { 1,188,063 21,708 | 875,476 1,459 | 1,735,141 756,566
No business TeceiPhS....overveeecreeoraocnonnsns 77 [ 128 12,796 146 (@) 532 17,755 4l [&5) 3,269
41 under $5,000. .. cuiieniienrnrntireoirartranan 160 178 35 1,041 161 253 145 993 68 126 685
$5,000 under $10,000. ... 00ruivnrnninrnerronnsns 35 240 23 402 48 349 136 1,539 46 319 722
$10,000 under $15,000. .. .uveuinnrnrenrncenrnncns 16 205 10 225 40 494 7 656 29 362 8,689
$15,000 under $20,000,..000uievrrnrnsnrncnsocnss 15 259 10 313 28 480 42 296 22 376 3,477
$20,000 under $25,000...c0v0ieiirrocscrecnsannns 15 334 8 440 18 399 70 845 14 309 711
$25,000 under $50,000. 57 2,073 239 3,220 59 2,184 354 3,018 61 2,310 3,079
$50,000 under $100,000 15 8,347 357 11,789 84 65367 569 7,124 98 7,328 11,292
$100,000 under $200,000. 258 38,433 920 39,882 139 20,113 853 14,441 153 22,014 18,457
$200,000 under $500,000. 727 245,069 3,711 206,153 227 73,497 3,115 39,479 360 120, 687 87,435
$500,000 under $1, 000,000, 660 470, 588 6,079 270,712 119 83,116 1,712 33,002 262 184,826 106,748
$1,000,000 under $5,000,000. ... 0000verieaccnnaen 652 1 1,316,679 13,326 567,650 102 233,69% 3,310 90,635 232 462,35¢ 185,079
$5,000,000 under $10,000,000,....000euusesennses 58 411,674 2,721 159,618 11 78,617 604 26,173 42 287,219 83,305
$10,000,000 under $25,000,000.....0cucureeruases 46 722,766 3,600 262,848 5 63,922 132 8,279 19 276,022 143,892
$25,000,000 under $50,000,000,.....cc000cmvurenn 14 528,923 2,431 187,720 2 92,514 8,949 464,102 7 246,826 81,712
$50,000,000 under $100,000,000. ... c0uunresrenns 9 717,253 4,418 254,198 3 205,829 863 81,582 2 124,062 18,014
$100, 000,000 OF MOT€. .. surseseroaesssernssornes 71 1,315,843 4,262 453,506 2 326,235 252 85,554 - - -
lNot applicable.
2lpss than $500.
E )

form net worth takes when cooperatives are separated
by the type of product they market. Some of these dif-
ferences are due to differences in reporting. Exempt
grain cooperatives, for example, reported about 80 per-
cent of all ‘‘Part-paid stock.’”" Mostdifferences, however,
are due to differences in operation as well as reporting.
For example, exempt farm supply cooperatives reported
better than 60 percent of their net worth as capital
stock; only 36 percent of net worth was in the form of
capital stock for other exempt cooperatives, Since there
are proportionately more farm supply cooperatives in the
nonexempt filings, it is not surprising to note that about
54 percent of the net worth of nonexempt cooperatives is
in capital stock, versus only 43 percent for all exempt
cooperatives,

Reserves

Allocated but unpaid patronage dividends are an im-
portant method of providing cooperatives with working
capital, Patrons’ equity reserves have been one of the
chief forms such capital takes, although patronage divi-
dends are paid in stock as well, Of the 5,224 exempt
returns with balance sheet information, 3,026 (or nearly
60 percent) reported some kind of allocated patrons’
reserve, totaling more thanthree-fourthsofall reserves,
A common kind of equity reserve is the so-called re-
volving fund reserve., The use of revolving funds is one
way to insure that the ownership of the cooperative re-
mains in the hands of those doing business with it. It



Table 7.-~EXEMPT COOPERATIVES BY TYPE OF SERVICE BY SIZE OF BUSINESS RECEIPTS

Susiness Net income Net deficit Number of Business Net income Nfeﬁ_ defi_ciﬁ Humber of
N returns . returns
Size of business receipts N“}::E:ﬂgr recelpls |\ ier of Amount | hen op | AmOWNt vith no Nﬂ:ﬁ;ﬂzf Teceipts | mber of Apount ) gver of | ATOUIt with no
{Thousand returns (Thoussnd returns (Thousend net income {Thousand returns {Thousand returns {Thousand net income
dollsrs) dollars) dollars) or deficit dollers) doffars) dollara) or defieit
Type of service
Al types Marketing only
e O e eireaaaea, 5,574 | €,702,066 2,921 42,279 1,194 21,708 1,459 &8 | 1,995,830 254 9,538 171 3,5% 273
No business TeceiPtS..uvervusrarmcreuisarionness F 267 (%) kis 128 146 532 44 40 ) 10 15 27 114 3
2. under $5,000. .. iiiiiiiiiiiiiii i 389 556 160 35 16l 145 68 24 42 7 7 8 S 9
5,000 under $10,000 129 908 35 23 48 136 46 22 164 5 3 8 86 9
10,000 under $15,000 85 1,061 16 a0 40 73 29 14 177 3 3 4 9 7
15,000 under $20,000 &5 1,115 15 10 28 42 22 9 153 4 4 1 20 4
$20,000 under $25,000 47 1,041 15 8 18 70 14 3 131 1 3 3 18 2
25,000 under $50,000.. 177 6,567 57 239 59 354 6L 26 953 10 37 11 75 5
50,000 under $100,000... 297 22,043 115 357 84 569 98 58 43409 17 109 22 102 19
100,000 under $200,000. . 550 80,560 258 920 139 853 153 80. 11,432 24 217 17 &6 39
200,000 under $500,000 .. 1,314 439,252 727 3,711 227 3,115 360 145 48,387 53 869 3 33 61
$500,000 under $3,000,000. .. tevnierinrerrierraniainenes s 1,041 738,529 660 6,079 119 1,712 262 46,536 23 356 14 330 3
1,000,000 under $5,000,000, . ... vuiinenieniiianaernirnnaianens 986 | 2,012,730 652 13,326 102 3,310 232 141 310,147 65 2,785 19 356 57
5,000,000 under $10,000,000.. pEbS 777,509 58 2,721 11 604 42 31 226,436 14 569 2 123 15
10,000,000 under $25,000,000, 70 | 1,062,710 46 3,600 5 132 19 21 314,537 11 633 2 23 8
25,000,000 under $50,000,000.. 23 868,263 14 2,431 2 8,949 7 7 303,564 3 754 1 1,932 3
50,000,000 under $100,000,000 .. 14 | 1,047,143 9 4,418 3 863 2 3 230,078 2 942 - - 1
100,000,000 OF MOT€. s v vsvvnreenerininresonarasrasionaescssnens 9 | 1,642,078 7 45262 2 252 - 3 498,684 2 2,232 1 3 -
. Marketing and purchesing
Purchasing only Marketing predominant
7 NP 959 848,789 &73 5,560 120 1,201 166 2,358 | 4,784,279 1,306 18,864 3% 13,893 658
NO DUSINESS TECEIDPES. . evveearvnrvreneneenasnnsonarsnrarensnens [3 {4 1 () 4 1 1 66 (@] 24 52 32 195 1n
1 under $5,000. . cin ittt i i i 15 30 3 3 8 9 4 45 36 23 5 15 47 7
5,000 under $10,000. .. 8 47 3 Q) 3 5 2 20 70 2 4 5 9 3
10,000 under $15,000.. 2 26 3 (%) - - 1 n 241 2 () 7 35 2
15,000 under $20,000.. - - - - - - - 9 157 4 3 2 3 3
20,000 under $25,000 3 65 - - - - 3 8 183 4 1 4 16 -
25,000 under $50,000.. 16 647 6 3 3 11 5 39 1,493 14 139 13 176 12
50,000 under $100,000... 45 3,314 24 15 9 34 12 98 7,606 35 148 29 279 34
100,000 under $200,000.. 184 27,639 122 186 32 173 20 173 25,437 8 261 57 499 48
200,000 under $500,000.. . 390 125,873 293 2,275 40 267 57 559 191,093 268 1,022 95 2,043 196
500,000 under $1,000,000 .......... [ P Neeaeasaeaiaas 208 141,456 162 1,274 1L 166 35 587 424,880 353 3,172 66 735 168
$1,000,000 under $5,000,000. ... 0vc0vucinenraruveneiansrnnonennse &7 132,015 46 836 7 430 14 634 | 1,284,606 439 6,918 56 1,827 139
5,000,000 under $10,000,000.. 5 40,368 4 256 - - 1 59 398,456 3 1,347 7 337 21
10,000,000 under $25,000,000. 5 89,079 4 652 - - 1 39 585,054 26 1,835 3 108 10
25,000,000 under $50,000,000... 3 116,459 3 483 - - - 9 317,914 4 483 1 7,007 4
50,000,000 under $100,000,000.. . 1 69,965 - - 1 106 - 7 505,565 5 2,023 1 318 1
100,000,000 OF MOTE. 4 tuntnneraeinreeaseoransninnrosnsanienanes 1 101,806 1 576 - - -~ 5 | 1,041,588 4 1,453 1 249 -
Marketing end purchasing—Continued ot .
er gervices
Purchasing predominant

0> 7 3 et 533 786,889 340 6,760 135 1,189 58 921 250,536 314 877 332 1,389 275
NO BUBINESS reCeiPha. .uuvvurrueersreieaioarornrasirenioneeres 25 (&3] 3 (2) 20 8 2 95 (€} 29 35 47 86 19
$1 under $5,000. 00ttt e an 6 5 - - 6 13 - 287 414 121 19 120 67 46
$5,000 under $10,000... 2 17 1 (% 1 (%) - 81 570 21 9 29 35 3
$10,000 under $15,000 1 13 - 1 ~ 56 693 10 7 28 24 18
$15,000 under $20,000.. 2 38 1 (%) 1 *) - 44 751 6 3 23 15 15
$20,000 under $25,000.. 2 43 - ~- 1 1 26 573 9 3 9 23 8
$25,000 under $50,000 8 269 1 1 5 17 2 78 2,819 24 54 20 59 34
$50,000 under $100,000, 20 1,472 1 25 5 38 4 71 4,883 27 54 17 100 27
$100,000 under $200,000. . &b 6,387 17 40 21 T4 ] 57 7,959 22 165 10 33 25
$200,000 under $500,000.. .. 16) 55,005 100 472 38 273 23 49 15,730 14 73 17 108 18
$500,000 under $1,000,000 ...................................... 135 96,736 0 1,073 21 269 13 38 25,781 19 198 5 46 14
$1,000,000 under $5,000,000., . ..0iuitvieivnierininnevonsnnscnans 209 215,887 90 2,172 14 343 5 31 61,263 9 180 5 355 17
$5,000,000 under $10,000,000.. 9 62,966 6 454 1 143 2 [} 42,326 2 42 1 1 3
$10,000,000 under $25,000,000. 3 44,068 3 357 - - - 1 18,802 2 34 ~ - -
$25,000,000 under $50,000,000,, 4 130,327 4 711 - - - - ~ - - - - -
$50, 000,000 under $3100,000,000. . . 2 173,565 2 1,453 - - - 1 67,971 - - 1 439 -
$200,000, 000 OF HOTC. .4 aveneranianasiasanessntoiaronrarsranian - - - - - - - - - - - - - -

INot applicable.

~= *=me of gervice could not be determined.
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FARMERS' COOPERATIVE INCOME TAX RETURNS FOR 1963 9

works as follows: Patronage dividends are paid in re-
volving fund certificates redeemable after a period of
years. Certificates issued in the current year are added
to reserves, Certificates issued in prior years and
redeemable during the coming year are shown as other
current liabilities. (The change in the tax treatment of
patronage dividends need not substantially affect this
method of capitalization provided the patron’s consent
is secured.,) '

TYPE OF SERVICE AND COMMODITY MARKETED

Exempt cooperatives were classified by the predomi-
nant service performed for their patrons and by the
commodity they marketed. The classifications were
based on the description of the cooperative’s operations
required on the return. The following types of business
services or combinations of services are distinguished
in the statistics: marketing cooperatives, those engaged

~ in selling their patrons produce (marketing and marketing
predominant); purchasing cooperatives, those engaged in
purchasing supplies for their patrons (purchasing and
purchasing predominant); and those cooperatives engaged

predominantly in providing other services to their.

patrons (e.g., price bargaining, shipping, storing, etc.).
These type of service categories are quite broad, A
" dairy cooperative, for example, classifiedas ‘*‘Marketing
only’’ may engage in numerous activities which support
the resale, at wholesale or retail, of its patrons’ milk
and milk products, Suchactivities mightinclude: hauling,
pasteurizing, cheese and butter manufacturing, packaging
(perhaps under its own brand name), bottling, labelling,
and shipping. A dairy cooperative classifiedas ‘‘Market-
ing predominant’’ would provide additional services such
as selling feed grains to its patrons at cost. A dairy
cooperative classified as performing ‘‘Other services”
might engage in any or all of the above, but as secondary
services to such activities as price bargaining which
would constitute the bulk of its business.

Of the 4,548 returns for exempt cooperatives identified
as engaged predominantly in either marketing or pur-
chasing, more than half (57 percent) were engaged in
both. Not only were these cooperatives diversified but
they were also quite large, reporting about 64 percent
of all the business receipts of exempt cooperatives and
constituting nearly three-fourths of the cooperatives with
business receipts of $1,000,000 or more,

As can be seen from table 7, aboutone-sixth of the ex-
empt cooperatives were engaged predominantly in serv-
ices other than direct marketing or purchasing; princi-
pally shipping, breeding, bargaining and such general
services as storage., Such cooperatives, in terms of
business receipts, are considerably smaller than those
engaged in a direct marketing or supply function. They
constituted about 60 percent of the cooperatives report-
ing business receipts of less than $25,000.

In addition to the type of service classification, the
exempt cooperatives were also divided into 10 major
categories (and 42 minor ones) according to the com-
modity marketed or handled, with two additional major
categories for cooperatives providing services which
were not oriented to a particular product, namely, farm

supply and general service cooperatives., Of these 12
types, three - dairy, grain, and farm supply - accounted
for $6.6 billion or nearly three-fourths of the total re-
ceipts of all exempt cooperatives and 63 percent of the
exempt returns filed.

Within each major category the return was classified
into a very specific subcategory (e.g., ‘‘White potato
marketing’’ under ‘‘Vegetables'')., However, if the co-
operative marketed more than one vegetable (to continue
the example) it was included in the subcategory ‘‘Diver-
sified vegetable marketing.,”’ The larger cooperatives
were, of course, usually the diversified ones.

Table 8,-~-EXEMPT COOPERATIVES: NUMBER OF RETURNS, BY COMMODITY
MARKETED AND BY TYPE OF SERVICE

Number of returns by type of service
Marketing and
Commod ity Mar- Pur- purchasing Other | Un-
Total | keting |chasing |Marketing] Fur= ser- | deter-
only only pre- chasing | vices | mined
pre-
dominany dominant
() (2) (3) (4) (5) (6) | (7

Totel.eevrvonnsonans 5,574 698 959 2,358 533 921 105
Marketed commodity, total. 3,830 676 2,294 82 719 59
Cotton....... . 389 13 273 22 16 5
Deiry products.. . 977 . 184 687 5 87 14
Fruits and vegetables... 446 158 231 2 31 24
78 938 46 17 4
68 1) 64 1 540 5
6 12 - 5 -
28 22 3 9 3
17 7 - 5 1
22 15 1 1 1
42 45 2 8 2
1,631 | (%) 949 49 449 183 1
113 22 10 15 2 19 45

The type of service and commodity classifications are
compared in table 8 in summary form and can be used
to examine yet another dimension of the diversity of
exempt cooperatives--the multiple nature of the com-
modity-oriented services engaged in.- For example, 984
(or 91 percent) of the 1,083 returns filed for grain co-
operatives reported some supply business (938 pre-
dominantly engaged in marketing but doing some pur-
chasing and 46 doing more purchasing than marketing).
Only livestock cooperatives were engaged predominantly
in production and distribution functions other than direct
marketing or purchasing, principally shipping and breed-
ing services. Almost 80 percent of the returns for live-
stock cooperatives reported their major service asother
than marketing or purchasing., These 540 returns for
livestock cooperatives constituted nearly 60 percent of
the returns for cooperatives engaged in ‘‘Other services.”’

One of the chief means of determining the nature of the
exempt cooperative’s service was the required descrip-
tion of its operations in terms of the dollar value of
goods marketed or handled, and supplies purchased, for

5The 49 types distinguished in the statistics (table 11) generally follow
the classifications used by the Famer Cooperative Service, U.S.D. A., when
classifying by major business activity. See for example pp. 18-22, Statistics
of Farmer Cooperatives, 1963-64: General Report 134 (Washington: U. S.
Govemment Printing Office, 1966). There are, however, four exceptions:
Dairy-herd-improvement associations, artificial breeding associations, graz-
ing associations, and harvest labor cooperatives; cooperatives engaged
principally in these activities are excluded from Farmer Cooperative Service
statistics. (See p. 27 of this report.)
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Chart F. - Percent Distribution of the Dollar
Value of Produce Marketed or Handled,
and Supplies Purchased, 1963

{Exempt Cooperatives)
Total ($8, 577)

Of the produce marketed or handled
Produced 99% ($6,353)

Produce e _83%(5224)
marketed :
or handled

78% ($6,662)

Nonmembers

.. ? 3% ($270)

Puichased |- "¢ | 1% ($39)

MEMBERS NONMEMBERS

Of the total supplies purchased

L Members 88% ($1,689)
75% ($6,392)

Supplies
purchased

22% ($1,915)
Nonmembers{ F

3% (5226)

Producers
8% ($146)
L Nonproducers

4% (S80)

Members

TOTAL SERVICES

MEMBERS NONMEMBERS

(Amounts in Millions of Doilars})

members and nonmembers, producers and nonproducers,
(See chart F.) A usable schedule of these was provided
on 64 percent of the exempt returns. These data are
summarized for exempt returns intable 9 by the coopera-
tive’'s predominant service and major product.

Marketing and supply data relating to the total volume
of business are only useful approximations. The report-
ing of these items was not uniform and extensive adjust-
ments were sometimes necessary., When the schedule of
a marketing cooperative’s dollar volume of goods mar-
keted was valued at the price paid rather than the price at
which it was resold, the marketing amounts were
“‘grossed-up’’ to business receipts. For shipping, truck-
ing, and bargaining cooperatives the value of services
was reported only as an approximation of the actual
dollar volume of goods handled. No attempt was made to
adjust such amounts, '

With some important exceptions marketing and supply
data are closely related to business receipts, The ex-

Table 9. —EXEMPT COOPERATIVES: TOTAL SERVICES, BY TYPE OF SERVICE
AND BY COMMODITY MARKETED

Returns reporting services

Marketing or
Number Total handling Purchasing
Item of Number | gervices
returns zf Number| Amount |Number | Amount
TEWITH (Mrousand | OF 1 em of | (Thousmnd

dollars) [FEYUINS | orpare) | TEWITS| doparay

(1) (2) (3) (4) (5) (6) (7)

TYPE OF SERVICE
Total.........o.ee 5,574 | 3,592 18,577,030 2,695 (6,661,835 | 2,955 |1,915,195

Marketing only.
Purchasing only..
Marketing and purchasing:

Marketing predominant.| 2,358 | 1,661 4,178,389 | 1,661 (3,651,039 | 1,661 527,350

698 543 [2,165,842 543 2,165,842 | (1) [
959 8951 809,225 (%) (1) 895 | 809,225

Purchasing predominant 533 359 728,114 359 164,452 359 563,662
Other services.......... 921 134 | 695,460 132 | 680,502 40 14,958
Undetermined............ 105 - - - - - -

COMMODITY
Total........o.uwe 5,574 | 3,592 18,577,030 | 2,695 (6,661,835 § 2,955 11,915,195
Marketed commodity,total| 3,830 | 2,330 6,843,346 | 2,33016,362,794 | 1,712 | 480,552
Cotton.vueuessaccenans 389 2621 488,615 262 | 422,143 197 66,471
Dairy products........ 977 615 2,418,400 615 |p,331,009 462 87,391

Fruitis and vegetables. 446 2731 797,897 2731 771,763 149 26,134
892 [1,924, 585 892 1, 640, 584 839 | 284,001

132 | 466,853 132 464,002 10 2,762

12| 12,055 12| 11,829 6 226

33| 194,370 33| 187,251 13 7,120

20| 94,887 201 94,733 1 154

. 28| 23,740 28| 23,493 10 247

Other CTOPS......evens 99 63| 421,944 631 415,89 25 6,047

Purchasing farm supplies| 1,452 | 1,218 [L, 684,940 334 257,031 | 1,218 [1,427,909
General service......... 179 - - - - -
Undetermined............ 113 44 48,744 33 42,010 25 6,734

1Not mpplicable.

ceptions were: (1) cooperatives which did not buy all the
goods their patrons produced but merely handled them
(e.g., shipping and bargaining cooperatives); (2) coopera-
tives for which business receipts reflected only the major
service of the cooperative, (For example, a cooperative
engaged for the most part in selling eggs at wholesale
may include feed sales to patrons as other income);
(3) a small number of cooperatives which reportedgross
profit as business receipts. For these reasons, on re-
turns where both are available, total services exceeds
business receipts by more than 20 percent.

The bottom of each page of table 11 shows business
receipts and total services for returns reporting serv-
ices, For example, there were 130 returns for livestock
shipping and marketing cooperatives (column 31, page 18)

.reporting total services of $466 million, nearly three

times as much as their business receipts. Substantially
all of this difference was due to goods handled but not
purchased by these cooperatives, Of the 9 cooperatives
identified as engaged in peach and apricot marketing
(column 15, page 16), S5 reported total services of
$15 million with business receiptsoflessthan $1 million.
Most of this difference, however, was due to one return
on which gross profit was reported as business receipts.,
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Table 10. —EXEMPT COOPERATIVES: INCOME AND BALANCE SHEET BY TYPE OF SERVICE
Part I.—ALL RETURNS
Type of service
Ite s Marketing and purchasing
T Market: i
Total tl;niy ne Purg?\i;mg Marketing | Purchasing Other Fndetemined
predominant | predominant
(1) (2) (3) (4) (5) (6) (7)
NUMDEr Of TeLUPRS .« «vvounresosennn e e e, eeeieaeee . 5,5% 698 959 2,358 533 921 105
(Thousand dollars)

Total receiptS....ccovevannn e et PN PO 8,939,872 2,020,004 878,965 4,917,331 817,143 268,694 37,736
Business receiptS......... PO . e I 8,702, 066 1,995,830 848,789 45784,279 786,889 250,536 35,743
Domestic stock dividends ehglble for deducnon 1,476 281 318 408 314 12 143
Other stock dividends...e.cvviersnionecssnnnan 4,270 388 1,010 1,859 936 66 9
Interest on U. S. Government obllgations 1,165 171 486 424 21 62 1
Other interest.......... esreeraiaseenn e aear e etee et e, 12,642 1,497 1,534 6,663 2,498 373 78
Rental income. 10,384 2,914 928 4,899 658 937 48
Net gain from sales oi.‘ capital assets. . 2,179 486 70 1,159 177 79 207
Net gain, sales of property other than capital assets. 778 141 63 510 33 29 2
Patronage dividends received. 52,008 4y 479 12,078 27,792 6,783 621 255
Other income...... sesesaeas . 152,905 13,816 13,688 89,338 18,833 15,979 1,251

Total deductions before net income............ Ceveeaaaes e, teveeaaenn reeaeaas 8,919,302 2,014,059 874,606 4,912,359 811,572 269,207 37,498
Cost of sales and operations... feraeenn 7,989,201 1,778,914 776,025 4,450,318 729,722 221,322 32,899

Beginning inventory...... 888,621 441,729 75,316 288,654 64,389 17,030 1,502
Merchandise bought. 6,813,173 | 1,576,113 710,540 | 3,722,250 672,670 113,897 17,705
Salaries and wages. 514,197 106,182 51,242 252,207 51,658 50,199 2,710
Other costs..... . 408,880 152,049 10,936 194,417 6,747 44,239 490
Ending inventory. 1,060, 544 590,332 80,380 305,441 69,917 13,175 1,299
Total only ShOWNn....ecevievvnaneans testuesarrtatsanaas PN Ceeraeans resisearsaa veren 424,874 93,173 8,371 298,231 4,175 9,132 11,791
Compensation of officers...... e .. 12,146 2,711 1,700 5,499 1,127 946 161
Charitable contributions 582 99 37 326 27 93 (1)
Rents paid....... . 13,499 4,001 1,389 6,074 824 1,037 85
Repairs.... s 37,260 9,113 3,429 20,909 2,433 1,227 148
Bad debts..... O 13,760 1,460 1,268 9,231 1,630 165 7
Interest paid....... PO e eaaaaan 54,052 22,721 4,056 21,342 4,806 1,028 99
TAXES .+ ennrnanns 76,736 26,214 6,314 33,268 65745 3,880 314
Amortization. 554 150 35 275 30 63 1
Depreciation. 109,031 20,215 11,489 60,996 10,150 5,773 408
Depletion.. 2,158 224 870 1,054 10 - -
Advertising.......... 27,987 7,400 2,360 13,388 1,856 2,795 187
Pension plan contribut).ons. . PP 10,702 2,668 1,456 3,970 1,233 1,368 7
Other employee benefit plan contnbutmns e . 7,072 1,381 552 4,025 770 323 21
Net loss, sales of property other than capital assets 2,605 151 569 1,717 47 33 89
227,017 48,039 37,747 113,559 20,053 6,428 1,192
75,181 20,070 10,758 35,242 6,353 2, 568 190
68,832 8,882 11,776 39,507 6,260 2,268 139
Nonqualified noti 48,084 8,572 7,466 25,687 4,520 1,090 749
Other property..... 34,919 10,515 75745 13,122 2,920 502 114
Other deduCtionS .« eeeeeeursecoeersanennns e e e, e, 334,940 88,509 25,307 166,409 30,109 22,726 1,880
Net income less deficite............ eeeeaen eveeaaeaaaae eaeaeen F . 20,571 5,944 4,359 4,971 5,571 -512 238
Deductions after net income:
Dividends paid on capital stock............... ey 20,246 445319 2,920 8,617 4,087 208 96
Nonpatronage income allocated to patrons. . 10,388 2,859 1,077 5,445 683 232 92
Net operating loss carryforward.... 3,822 1,102 229 1,425 551 177 336
Dividends received deduction.... 658 225 12 191 151 2 il

TaXAble INCOME.sevrereesonmvmrnerncnnanens e 7,384 1,002 1,322 3,223 1,409 258 80

Income tax before credits. 2,352 429 402 1,009 417 73 23
Investment credit..... 172 27 16 106 17 6 1

Income tax after credits 2,180 402 386 903 400 67 22

Total aSSetS.ceecereasnearoeracarereoarannanse et sesarrtesaaneenns Cesrreeaaens erteeaeanas 4,064,555 1,186,813 438,145 1,889,027 366,530 161,863 22,178
[07:15), DA T 245,322 50,087 23,447 132,940 16,102 19,312 3,434
Notes and accounts receivable... 754,968 122,169 99,141 398,496 98,661 32,608 3,89
Less: Reserve for bad debts... 17,990 1,839 4,033 8,539 2,850 634 95
Inventories......cecuvvnns 1,178,723 647,703 82,640 367,067 69,997 9,760 1,557
Other current assets.. 71,365 19,793 5,447 37,174 4,015 4,804 132
Investments in Government obligatlons 37,336 7,942 11,081 14,488 1,095 2,681 50
Other investments............. ceasen freevesrerecnanny 516,425 94,736 89,660 234,550 70,267 23,662 3,551
Depreciable assets.......... fierrevesiecterestsonans 2,047,595 403,836 195, 508 1,154,185 182,45} 97,829 13,787
Less: Accumulated amortization and depreciation. 924,109 185,546 78,506 521,124 84,516 49,251 . 5,168
Depletable assets......... evaneas 12,660 1,578 4,824 5,505 747 8 -
Less: Accumulated depletion. 5,079 570 3,194 1,063 246 6 -
Land . e e reenoneereaninenns 47,899 11,108 6,518 20, 680 6,042 3,227 324
Other assetS....... .. L T 99,441 15,817 5,614 54,668 4,766 17,863 712

Total liabilities....... ceseveretiansansas Ceesteaausansitanenns crieseenan 2,109,988 866,748 141,021 885,484 131,700 77,524 7,511
Accounts payable...ccerensieeieareneannnnn erereeaeans feieeenas 532,903 95,654 53,569 319,931 43,871 17,578 2,299
Mortgages, notes, and bonds payable in less than one year 737,343 545,601 29,589 130,585 22,161 8,586 821
Other current liabilitles crveeeaads 330,634 121,177 16,509 135,922 15,760 39,168 2,008
Mortgages, notes, and bonds payable in one year or more.. 385,748 66,052 35,776 233,805 39,889 9,006 1,220
Other liabilities............ 123,361 38,264 5,578 65,240 10,020 3,186 1,073

Net worth.e.vereeeiineennenneieonnnnns et veeaas eeerea N 1,954, 567. 320,065 297,124 1,003,543 234,830 84,339 14,666
Preferred stock.. 395,121 40,640 130,945 160,258 55,343 6,667 1,268
Part-paid stock. 36,999 2,506 943 30,602 2,701 236 1
Common Stock..eeiseorassn 404,412 58,407 68,831 212,554 54,640 8,142 1,838
Paid-in or capital surplus...... 82,852 8,870 6,758 44,987 13,046 9,184 6
Reserves, total.......coovuvnns 1,035,183 209,641 89,646 555,143 109,100 60,110 11,544

Patrons equity...... 794,536 171,917 69,111 428,994 68,897 45,052 10,565
Other reserves.. 83,316 19,532 1,778 39,996 15,492 6,492 25
Total only shown. 157,331 18,191 18,757 86,152 24,711 8,566 954

Footnote at end of table,

237-365 O - 66 - 3
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‘Type of servlce

Footnote at end of table, '

Them. e Marketing and purehasmg
P b omy | Merketing | Purchasing | . Other - [Undetermined
i 5 predominant | ; i
e (3')1_ (4) 3 (6) (7)
Number of returns...s.vei. PR e eaeaiiaiei e N e i e o 208 254 675 | 1,306 340 314 3%
. (Thousend dollars) .

Totel receipts B R Y TP P PP 645,688 | 3,402,3427]° 30,3267} 76,157 28,574
Business receipts ....... . 622569% 3,306,358 1 = 683,976 T 73,490 27,655
Domestic stock d:|.v1dends eligible for. deductlon 307, 5 | U312 5 96
Other stock dividends.. . Widsissees 562 1,250 | 885 50 5
Interest on U. S. Goverrment obligatlons - 484 376 20 3 1
Other interest.....c..ovusi eiievas 1,285 54134 2,256 | 143 23
Rental inCOme..evsenessivsoess B ST : 846 3,745 . 495 365 5
Net gain from sales of capital & . ’ 64 F4T 129 23 179
Net gain, sales of property Other than capital assets 20" 406 { SR 13 2
Patronage dividends received 9,328 | 155698 ‘5,888 330 181
Other income...v...... Cresiaveas N =10, 993 68,428 165354 1,707 426

Total deductions before net ‘ingome.. 6&0,}27 3,383,478 ~703?567‘ . 75,280 27,8%
Cost of sales and operations..vy.. 5695437 3,092,163 635,278 63,910 25,556

Beginning inventory. »s 894182 208,231 545924 3,538 963
Merchandise. bought - 5275005 2,598,581 .| -587,837 45,762 13,137 .
Salaries and wages 559,305, 173,603 43,771 10,823 1,679
Other costs..sssss 55089 114,691 ; 55813 55509 ] 329
Ending inventory.. I 63,550 0. .230,388. - 61,012 3,434 737
Total only shown...... 125406 | 2275445 3,945 1,713 10,187
Compensation of officers..: 15084 3,018 929 264 84
Chariteble contributions. 30 . 255 2 41 (%)
Rents paideeeevesoonnns 812 4y 366 681 186 42

. Repairs.... 1,756 C 13,794 1,963 501 93
Bad debts 4 : 605 3 2,336 1;142 61 1
Interest paidesecesnsois. RPN feiee 25,272 | 2,322 14,266 4,078 336 50
TAXES v ovnens 48,627 4,823 213993 5,707 937 139
Amortization. : A : 197 30 16 (1)
Depreciation. . 70,'776 T770| 41,710 8,200 °F 1,821 198
Depletion. . . Tl - 853 1,054 10 | - -
AQVertising, vesssivers . 18,922 33796 | o 1,984 11,077 15604 302 160
Pension plan contrlbutlons.. 10 75450 1,973 1,286 2,917 1,157 .13 4

55253 1 1845 450 3,47 €56 71 11
. 421 ; 68 5 55 252 4L 2 3
: 130,,558 ] 175792 - 265980 675642 155907 1y442 793

................. 35,275 354890 1. 6,623 20,333 43284 ). 523 22
Qualified notices..:. +53,5403 75 5524 10,480 | 29,118 . 6,086 410 35
Nonqualified notices. +25,789 f ¢ 55850 65276 9,618 25,935 389 722
Other property....:: . 28,000 [ 13,479 3,602, 8,574 2,600 119 15
Other deductions.:...ceeess ‘42‘00,83175' 5 2 : 19,877 103,291 265164 4 55314 764
“Net income less deficit..ivessveesss Ceriereas ferenaed Cerreveseniens srarieds et e : 425279 55 55560 - 18,864 65760 877 680

Deductions after net income: i . o i “} b
Dividends paid on capital stock......e.es. seeres e e e e e e e e v i 205246717 43319 25920 8,617 “ 43087 208 96
“Nonpatronagé income allocated:to patrons. ) 10,388 .| =i.:25859 1,077 54445 683 232 92
Net operating loss carryforward. 358210 1,202 22291 1,425 551 177 336
Dividends received deductiofisiecevesieivsoservsvnocerrorosassonneonsosssns a7 I -178: 1x 188 15 2 ks

Taxable income ' yagkfo 1,008 1,322 3,223 1,409 258 80

Income tax before credits 2,352 S 11429 402 1,009 417 73 23
Investment credit..... LT S 15 105 17 7 1

Income tax after ecredits. 25180 387 904 4001 67 22

Total assets...c... .. 2,432,513 | 73y | 0 33832r | 1,515,710 | 314,96 615847 sb2h
088heresersessenions L L4837 L 265116 + 1185489 85,080 125216 5,028 1,442
Notes and acoounts rece:wable 410559 .. 575267 {78,302 237,082 . ~87,837 8,067 25140
Less: Reserve for bad debts. 11,007 L 0k 25961 5,129 |- 2,064 97 53
Inventories.sveeveievusaviia 534,858 -, 117,230- |- 64,738 286,764 /60,869 4,083 1,175
‘Other current assets... 42,768 5,122 45238 29,134 3,345 843 86

30,232 5,062 10,685 W72 [0 1,064 15684 45

342,096 37,400 72,366 = 161,832 61,310 65785 2,803
Depreciable 8SEtS. . ovisisanireseis 1,371,435 235,164 142,007 802,954 148,905 32,893 9,524
Less: Accumulated amo; 607,463 109,211 :59,960 352,948 675846 14,272 3,225
Depletable 888etS. .. v inais 11,032 - 4%y822 53470 | - 739 - -
Less: Accimulated d&pletion. 4,493 e 3,193 1,059..| 240 - -
Tand.oeoeons 30,861 69348 i 4g925 13,526 42949 992 125
Other assets..i....veivns 73,231 275 ) 32872 41,29§ y %,099 15,840 372

Total liabilities......: et .................... . ceeonlt 10098040 | 175,377 94,736 | 603,758 | - 109,925 31,700 4,307
Accounts peyable e . 357,047 2575319 375448 218,867 | - - 36,635 5,712 1,063
Mortgages, notes, and bonds payable in 1ess than one year 1705214 4355%. CLR25492: 1 e 1 8350908 175987 2y522 529
Other current 11ab111ties 3 182,941 TR95272. L3y 19%: | 107,264 143112 17,392 1,706
Mortgages, notes, and bords payahle i one year or- more . 243,918 | 363367 17,390 151,920 ;733,211 43565 463
Other 1iabilities....,..sx R e O R SO : 65,684 | "1 8;824. S 4p211 42,614 $ 7,981 1,508 547

Net worthe........ . . ; 1,412,710 ) 243,301 711,952 205,035 | 30,146 10,116
Preferred stock. .+ 304538517 33,155, 1014568 1+ 117,027 | 49,431 2,409 7%
Part-paid stock. 28,184, 2,195 i 795 23,205 1,888 92 8
Common 810CK: s evsas « 370,428 | . 505632 ) 1 165,577 198,255 49,316 5,312 1,336
Paid-in or capital surplusg;ye: 48,399 3,302, 5,750 22,684 11,360 5,277 2
Reserves, t0tal....... 661,313 |« 323,782 69,701 +350,781 93,039 17,057 75952

- Patrons equity.... 437,683 50,211 45,543 256,522 " 55,880 12,774 75751
Other reéserves.. . . 70,522 14,848 74521 30,071 =15,883.1 . 25352 ~154
TOaL 0Ly ‘SHOWIL-« +s o wieis e nebodsiotagiannssscnsvisoarnn 153,100} - 48,723 16,636 64,187 21,276 1,931 355
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Table 10. —EXEMPT COOPERATIVES: INCOME AND BALANCE SHEET BY TYPE OF SERVICE—Continued

Part II1.--RETURNS WITH MET DEFICIT

| Type of services

| I Marke ting and purchasing |

Item Marketi Purchasing
| Totar i only | Werketlng |Purhasing Other  Dndetermined
predominant | predominant |
.
| (1y (2] (3) (4) (5} {e) (7)
HUMBET OF TEUURTIE . ¢+ vt e st ts e sattesennmrrn s rmnssnssnsnneransnssssnes R Ty e 1,194 1n 120 394 133 332 4]
|
{ Theusand dollars)
|
FOUEL FERBLIIE. suemiy ok did i s o R T S s R e S o R e Ay Pl 1,224,004 332,354 118,425 | 593,730 By La4 111,%25 366
alnEJTl"SS receipt.“ ............................................................... 1,188,063 329,218 11,991 578,740 Bl 645 101,359 5,110
. . . 28 2 3 21 1 3 -
. " - 200 o 35 118 28 9 1
Interest on U. 5. Government unhga*ions. s X i i 55 8 2 24 i 2 £33
QOther interest 1,486 255 B2 847 188 86 27
Rental income.......euuus 1,122 172 25 505 66 32 33
Ket gain from sales of ca 545 45 & %33 &7 3 10
Net gain, sales of property other than capital assets.. 9L 1z 0 G 21 5 -
Patronage dividends received = 7,058 280 1,650 4,613 426 &6 23
Other income...ivoeewaiis = E e R R 25,357 2,358 25620 B,446 1,721 10,053 | 161
Total deductions before net income. 1,245,713 335,947 117,626 607,682 63,333 113,314 | 5,808
Cost of sales and operations... 1,095,264 298,524 103,314 534,844 57,210 96,509 4y862
Beginning inventory........ sunn 411,815 351,512 7,396 36,061 6,600 9,769 &77
Merchandise bought... baew 1,000,879 354,234 94,490 463,825 51,284 ey 177 2,868
Balaries BOA WAZEE - v v reo e toionss e nnannnnsrnsnsssrsrenssnensssss smi i T0,487 9,141 5,648 35,519 5,082 14,683 412
Other eostg....vovausss o . Ve 111,260 56,916 3,176 19,244 10 3,749 15
Erding inventory T2y 604 476,965 74593 27,674 6,016 5,869 488
Total only shown 15,427 3,686 1% 7,862 100 2,000 1,577
Compensation of OffiCers.....vevvvraresnans PR 2,157 449 30 868 k] 397 | 18
Charitable contributions. 102 8 b ¥ 1 84 (*)
Rents paid., 2,877 521 339 1,211 116 461 29
5,423 693 1,207 2,877 322 28z 43
Ty433 7L 411 6465 7 35 2
Interest paid 22,162 15,399 1,275 éey 5B 557 297 47
TEXETransssis e~ . - T34 1,166 634 3,866 669 1,452 45
Amortization 3 . 1 . . 1=7 26 30 48 - 23 1
Depreciation.. 15,642 1,854 2,584 7,916 1,251 1,928 116
Depletion... 17 - 17, - - - -
Advertising..... st 3,726 261 229 870 161 2,193 12
Pensicn plan contri 1,662 162 65 404 63 957 2
Other employee benefit plen contributions........... : 630 63 ) 83 2 al 2
Net loss, sales of property other than capital assets. 2,081 TE 213 1,382 5 Bk a7
Patronage dividends paid 23,198 9,864 3,870 7,366 | 1,908 176 14
Bashi e B e e S P NN o B . 13,444 9,569 16 2,018 1,764 72 7
Qualified notices...... . " 3 839 3z (%) 798 2 £ 7
Konqualified notices . B . 4,714 212 180 43119 140 63 -
L300 Lol e g R P e P g I S S e 4y 199 52 3,675 429 | 2 A1 -
O e b Ori S iy G e L T L P v e i e s b 5 nbr e p P A e e e e 55,774 6,797 23760 34,789 | 2,458 8y4dd 526
Net income less deficiteec.cieerrnerrnersnen R, e N N B S AT -21,708 =3,594 =1,200 -13,893 =-1,18% -1,389 —L42

Deductions after net income:
Dividends paid on capital Stoek......ii...
Honpatronage income allocated to patrons
Net operating loss carryforward....... . B "
Dividends received deduction.......... 5 i (4 4 [£5] ) _

ot applicable

Taxable IRcome;.coaus vveivsasimavisesai
Income tax before credits.

Investiment eredit.....
Income tex after eredits..............

Not applicable

Total assets 875,476 540,636 56,536 187,047 32,669 54,200 4,387
Cash. 22,724 3,231 953 9,843 1,298 6,636 765
Notes and accounts rece’vab].e 106,241 19,384 9,797 53,363 Td37 12,989 1,371
Less: Reserve for bad debts.. 2,188 225 231 76 565 16 27
Inventordes. o e ibse i 522,298 480,350 8,035 26,776 6,176 698 264
(ther current 8SSetS...,..... 8,568 1,646 TED 2,512 450 3,184 16
Invesiments in Governmeni obligations EFe 2,282 &3 389 26 636 5
(ther inveBtmentE. .. .covveavrnasens » 52,208 5,115 9,257 18,045 | 6,267 13,261 259
Depreciable BRSO s sl S e e R DT ‘e 261,948 41,831 36,373 124,072 21,607 5,598 2,066
Less: Accumulated amortization and deprer:mfion . . 5 - 115,687 15,495 10,006 574587 11,272 20,861 )
szletable BESELE, iiaasan ‘ 30 - - 23 - g8 -
Less: Accumulated depletion. 5] - - - - & -
e e X ; . . 6,844 1,554 942 2,498 822 820 148
ChAr ABSELE. Lo e b e e 9,088 961 589 6,086 e T 287

Total 1iebilitdes, i imeiorinyivieiimnnaniiinionerainme s bad it cd s i s s s sines T4, 027 530, 674 .19 95,574 15,370 29,14% 2,067
B L 65,073 8,027 10,234 353,959 5,106 4,763 Sg7
Mortgages, notes, and bonds payable in less than one yesr. Vee 424,196 463,253 4,320 20,616 3,596 2,188 2az
Other current liabilities. . icerveremnreerarmenssocsnas G4,373 64,833 491 8,637 755 19,037 115
Mortgages, notes, and bands peyahle in ¢ne year or more. . e 54,813 T3 15,337 23,923 5,053 2,393 GEd
Other liabilities...... I L T L e S P R e 8 R AR S P 15,569 7,118 ano 6,439 858 768 78

Net worthee oo eesss A R T e S 7 151,449 -10,089 25,345 91,473 17,299 25,051 2,320
Preferred siock..... S R E AT A 4, DBl 1,315 24,027 11,398 5,064 1,595 47
Part-paid stock. 3,004 213 T3 2,245 378 96 -
Common StocK. .. ... 5 . 19,026 4,819 1,968 6,700 4,238 814 484
PRid-1n. or fapd el Surplus s, s s e R e e R TR S b e e L L 5,151 1,012 16 1,645 637 1,908 5
L B 7 R 80,207 17,595 =740 69,485 6,971 20,636 Lydsd

PALTONS €QUALY«nvreerereeyinn e ——— 112,405 22,978 3,989 58,910 75571 | 17,347 1,612
Uther reserves.. f e e —658 965 -3,498 2,483 =1,198 | 2,504 87
Total only shown i =31,54& =41,539 769 8,082 599 | 785 =251

Footnote at end of table.
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Table 10.--EXEMPT COOPERATIVES: INCOME AND BALANCE SHEET BY TYPE OF SERVICE—Continued
Part IV.--RETURNS WITH NO NET INCOME OR DEFICIT

Type of services
1tem Marketing Purchasing‘ Marketing and purchasing )
Total only only Marketing | Purchasing Other Undetermined
predominant | predominant
(1) (2) (3) (4) (5} (v) (7)
NUIBET OFf TOBULTES - ¢« o s s et tasassa e et s saae e oastanassaneessnsnneeastisnaseassonnseneenans 1,459 273 166 658 58 275 29
(Thousand do!lars)

Total receipts. . covven i irnienrriiiia it T X 1,775,003 609,872 116,852 921,199 42,673 80,612 3,796
BUSINeSS TeCeiPLS. . vvcrenivieirrnieerrernnanannn D 1,735,141 601,923 114,104 899,181 41,268 75,687 2,978
Domestic stock dividends eligible for deduction. . 212 69 8 82 1 4 47
Other stock dividends.....ievenceunnmannnns 999 62 413 491 23 7 | 3
Interest on U. S. Government obligations. . .. &b 8 - 24 - 10 -
Other interest........cciviveiiecnians.n . . . 1,551 478 167 682 54 144 28
Rental income . . . . 2,017 954 57 649 97 251 10
Net gain from sales of capital assets . .. 171 17 - 85 1 53 18
Net gain, sales of property other than capital- assets.... 194 88 33 60 i 11 -
Patronage dividends received.......oveuuiiiiriniiinnn, 11,550 2,222 1,100 7,481 463 225 51
Other inCome. . ..ouvirecniierraaennannns P . 23,123 . 4,048 970 12,464 758 4,219 664

Total deductions vefore net income......... PP . .- 1,775,002 609,871 116,853 921,199 42,672 80,613 3,796
Cost of sales and operations..... . Ces 1,549,491 522,286 103,274 823,311 37,234 60,903 2,481

Beginning inventory........ . 92,968 33,217 8,738 4y 362 2,865 3,723 62
Merchandise bought.... - 1,202,999 394,906 89,045 659,844 33,549 23,958 1,700
Salaries and wages.... 122,187 44,698 6,289 43,085 2,805 24,693 619
Other costs . 123,971 52,913 2,671 60,482 T4 6,981 148
Ending inventory 94,797 31,345 9,237 47,379 2,889 3,872 T
Total only shown. 102,160 27,896 5,769 62,917 130 5,419 .27
Compensation of officers 3,253 906 307 1,613 85 285 59
Charitable contributions .. 103 25 6 &4 5 5 (%)
Rents paid....c.ivvvanns . . 2,266 1,100 238 497 27 330 14
Repairs... . cen 8,754 3,374 466 4,308 148 bbdy 12
T S -3 v < T 1,323 527 252 430 41 69 4
6,618 3,101 459 2,489 n 395 2
20,475 10,019 857 7,609 369 1,491 127
Amortization. 64 8 1 . 30 - 24 [©)]
Depreciation. L. . . 22,606 7,286 1,134 11,370 698 2,024 94
Depletion....covvveinnnanannn . 224 224 - - - - -
Advertising...........c.o.h.. . 5,339 3,343 147 1,441 91 300 15
Pension plan contributions .. 1,590 526 105 C 649 i3 298 1
Other employee benefit plan contributions... . .. 1,191 473 33 425 62 191 8
Net loss, sales of property other than capital asseis........... ..o, 103 7 1 83 1 12 1
Patronage dividends PAI. ... .eeueesinviareuet it e e Cerenana 73,261 20,383 6,897 38,551 2,238 45810 385
Cash...... P P R R T IR EPRPR PR 26,462 7,012 4,119 12,891 305 1,973 161
Qualified notices.. . 16,590 3,576 1,296 9,591 72 1,858 27
Nongualified notices. .. 17,581 2,510 1,010 11,950 1,445 638 27
Other property.....ccevvies e et et ittt 12,630 7,284 468 4,119 318 342 99
Other deductions.............. e e e e 78,335 36,288 2,670 28,329 1,491 8,968 590
Net income 1esS GefiCit.vurrereeennnersotenroronsennraneesnensacananracercassanes eseans
Deductions after net income:
Dividends paid on cAPIitAl SLOCK- -+« vauetrmnt et iiatrreenst e atteatictaranaaas Not applicable
Nonpatronage income allocated to patrons.
Net operating loss carryforward ..
Dividends received eGUCLION. .. «s-renstttemnmiittrti e e 47 46 M) - - - -

TAXADLE ZIICOME. « 4« v v v e v e v e e inesto st aaansacesoraesssaoreeaaassonrosotooasisessoersoanenss

Income tax before credits. . N
Investment credit.. .. Not applicable

Income tax @fter ereditS. .o iuien it i e i e e raea

LR S T - - I 756,566 258,733 43,482 386,270 18,900 45,816 3,367

B - ) Thy 227 20,740 4,005 38,017 2,588 7,648 1,227
Notes and accounts receivable 178,133 45,618 11,042 106,051 3,387 11,552 483
Less; Reserve for bad debts. 4,795 A0 841 2,434 221 373 15
Inventories........ . 121,567 50,123 9,867 53,527 2,952 4,979 118
Other current assetS...ec.ocoevuerenn . .. 20,029 13,025 449 5,528 220 777 30
Investments in Goverrment obligations o 3,697 598 327 2,387 25 361 -
Other ANVEE MO S e o v vt vttt teite st ai et et e e e e aia e 122,121 52,221 8,237 54,669 2,890 3,616 489
B b E LN o T -G - 414,212 126,841 17,128 227,159 11,939 28,938 2,207
Less: Accumulated amortization and depreciation. . . 200,959 60,840 8,540 110,589 5,398 14,318 1,277
Depletable ASSELS.v-vvroirerannniinonesees . .. 1,598 1,578 2 11 8 - -
Less: Accumulated depletion. . 580 570 1 4 6 - -
Land..oven s iniananacnaane . 10,194 3,206 651 4,658 271 1,355 51
Other 88518 . .vuriite it iinreasreeranneisenesesoroannarans P A 17,122 7,105 1,153 7,287 245 1,279 53

Lo R W Y % B - S 366,157 140,697 15,094 186,152 6,405 16,675 1,137
ACCOUNDES PAYADLE. -+t s v n v uvvneantenseteesaosenaanneseaaeeansoneassenanenanns e 110,781 30,308 5,887 65,105 2,130 7,103 249
Mortgages, notes, and bonds payable in less than one year . 72,933 38,754 2,77 26,879 578 3,876 70
Other current liabilities..........ccceiiriiiunnnnnn, 53,320 27,072 2,324 20,021 889 2,739 277
Mortgages, notes, and bonds payable in one year or more 87,017 22,242 3,048 57,961 1,625 2,048 93
Other 1iabilities. ..ceeenneanreeeraionnnrerucaanans e 42,108 22,322 1,057 16,187 1,183 910 448

Net worth...... I 390,408 118,037 28,388 200,118 12,496 29,142 2,230
Preferred StOCK...covvvuriinrnnnenns e e b aee e die et e e, 46,675 5,970 5,350 31,833 858 2,667 -2
Part-paid stock. .. 5,811 98 75 5,152 435 48 3
Common StOCK..v.v.cavnn .. 14,958 2,956 1,286 7,599 1,086 2,016 18
Paid-in or capital surplus .. 29,302 4,556 992 20,658 1,029 1,999 68
Reserves, total. 293,664 104,454 20,685 134,877 9,090 22,417 2,144

Patrons equity.. 244,448 89,728 19,579 113,562 5,446 14,931 1,202
Other reserves.. .. 13,452 3,720 =247 724643 807 1,636 92
TOLAL ONLY SHOWIL: ¢+« st v mtoas st taesnsstsaneasentsaneusssoesnsanaasonenaacanessasinss 35,764 11,007 1,352 13,873 2,836 5,850 850

lLess than $500.
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.. Mérchandise bought .
" -Balariés and:uag

Other costs. .
Ending inventory
Total ‘only . shown

+: Compensation of: off:. T
.. Charitable contribution
* Reénte paid;.
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‘Deductions arter fiet ificome: - “
Dividends paid-en capital stoek
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Other mvestments

Depreclable asgets
Less: ~Accumulated:

Mortgages, noté
“Other: 11abiliti

Net worth. Juvvyivi
Preferred: stiock

Total  number of retums
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. Produce-marketed and. han&led...
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Footnote -at.end of table‘.’:

81,802

3,641

e y - Miscele
,’mxeeske" Bargaining * Jghesu
ey &) - (8)
& LBk 82 27
58,030 Lleykee | 3,210 17,216
57,354 12,204 © 166,53 <ﬁ,mz
e . 2 :
‘1 £ G RO ‘122 -
- L T4 <
e i e 218 10
20 LT 312 34
i s g -
WG . 16 -
*330] 104 183 7
299 %6 55780 272
58,037 12,463 173,518 17,213
535346 11,058 161,148 13,254
847 81 754 as
AT | 8,153 131,052 95485
i ..903 15,890 2,812
1,148 2856 807
Lgs 1,019 124
-8l 20,715 186
36 22:F 483 115
26 oy 4 1
22 e 189 13
176 50 246 242
17 T 135 62
50 15 388 50
290 33 565 247
= T 24 1
703 L 1,425 546
31 1| 293 295
2 o = 164 35
137 (. 48 7
12 ) 4 3
1155] 284 2,369 603
368 123 240 108
489 23 1,009 386
1269 410 683 4
297 28 436 105
2,161 911 6,036 1,739
75| 23 221 25
81 18" 520 22
0 il
20,246 2,650 241 S3 10 22
10,388, &08-: 1 ) . 69 -
728" FEE 14 g’ 91 -
208 (B B ) -
§:2%] 33 6] 51 3
324 107 3 1 ()
66 8 () ©) (4
258 S 1 14 )
oYl L gy 36 72 19
"\(Thousand ‘dollars)
7. 695,033 12,947 2,179 60,494 7,180
S 64799 1,380 4 6,792 766
186,471 2,307 542 28,601 1,456
45110° 39, 1 1,650 -
169,656 1,284 169" 1,232 = 439
£10,751 PP 15 650 118
55910 1 - 1,852 -
92,636 2125l 143 5,745 333
4645961 11,188 | 1,593 21,052 7,523
231,950 | 63006, 798 5,600 3,778
Siog - - Z -
5 = D 2 -
12,963 12 15 1,128 110
22,85 0" 29 693 21
276,618 5,009 1,118 34,689 1,798
134,959 2,686 513 20,039 %8
25,784 R0 55 2,115 144
149,908 Chom 335 2,909 727
42,612 LBAEH 211 5,224 162
23,356 580 /105 4,402 18
7 41835415 75928 1,061 25,806 5,383
Uagsiaerl 49,788 . 386 47 2,888 435
36,999 | 4y 655 a7 25 30 1
WA A2 42,240 757 268 267 264
82,852 122,568 878, 75 202 .105
1;035,183 399,163 5,889 646 22,418 4,579
V945536 " 242,317 24,885 566 115,941 4,183
18,096 | 422 | 22 4262 278
41,723 2582 58 2,215 18
55 " se 4 4
55 26 4 4
Lo 43 12 22 -
(Thousand dolfars) -
’2,134,832 Cayese,803 | aess ] 7,409 128,061 8,844
172,081,143, 33,696 7,886 286,833 8,845
1,999,339 283,192 8,844
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Table 11.-~EXEMPT COOPERATIVES:

INCOME STATEMENT AND BA

% and vegetable

COME TAX RETURNS FOR 1963

BY COMMODITY MARKEEEDfContinued

Fruit
Tten R Chexrry;pear; | Peach Orange, | -Cranbervy | Grape cessing
versified | Appls Pplum, and and Lemon, -and | strawberry and and
e e . prune apricot |grapefruit jand currants | raiein storage
(12)" (a4) (15) (16) @n) - (28) (19)
Number of returns....... 95 ! 9 m 10 30 10
Sl . (Thoussnid: doliare) .

‘ Total receipts...... e ] 758,547 121,580 [ 563,268 | 122,820 11,869 6,950 | 1,003| 313,28 36,261, | 52,692 19,420
BUSINeSs TeCEiPLS.vvrsererarerriansnnnnnnnsss PN 7365230 119,655 546,, 515 1119,762 11,5307 65763 . 999 299,763 35,980 1 52,491 19,227
Domestic stock dividends eligible for deduction 1927, 3o X880 s { 15 - (€5} 129 - 1) -
Other stock ividends..usee.osesssiesennnsson. 160 gl 16 - - 111 18 (1) -
Interest on U. S. Government obligations e 14 e X - - < 13" - - -
Other interest.......ccveiviienrassenn. 956 240 340 115 23| .7 10 20L | (%) 38 9
Rentel IMCOME...usesvrsesrssnnnnnnsn o 1,179 675 CT1L4 10 71 (D 227 3 36 8
Net gain from sales of capital assets..... .. voin 440 &7 220 % (] - - 118 = 7 (©)]

Net gain, sales of property other than capital assets 128 . - 26 8 . - - < 88. 2 - -

" Patronage dividends received... 35832 195 831 11257 16 - 2,388 - 6 161

Other ineame.....vevvesssson... 15,437 716 1,479 182 142 5 9,197 1257 112 13

Total deductions before net income 758,839 121,537 ; ‘122,721 31,826 5,760 996.| - 312,513 36,010 | 54,351 19,617

Cost of sales and operations...,.. 602,760-; .- 97,831 |- 446,897 92,580 8,408 4,318 604, 264,800 |- - 24,533 39,796 11,859
Beginning inventory...... 67,926 | " 37,565 275774 3,3,88& 393 | ¢ - 328 8 9,674 2,111 792 584
Merchandise bought... 313,190 375715 | 252,758 | . 61,8554 3,13 2,801 391 131,412 12,067 | 365158 65293
Selaries and wages... T AT:] 1 17,1931 149,087 1450130~ 108871 415 153 27,564 1,9% 1,456 1,457
Other costs......, 140,348 37,0821 93,936} 13,943 1,3701 . oS8 78 61,895 - .11,032 1,515 3,519
Ending inventory., reeeiian 67,100 35,3071 29,017 19,563 500 195 9 5,777 1,920 1,032 <. 13
Total only shoWn.u..e.sssuessoses. . 73,550 3,583 52,400 ;8,444 2,032~ Sl 391 335 40,032 249 907 19

Compensation of officers. B SN 2,665 | asg L poe] 350 g 29 59 1,290 L7 47 56

Charitable contribution g (1) g 9 BT : - - 1 ) ) 5

Rents paidevescveensai,. . 2,002 188 X, 698 64T 154 16 12 449 542 . le -

Repairs....... . 5,917 2,532 3,123 991 81 47 3 1,472 193 96 240

Bad debts...... . 272 60} 108 ., 6l b - 1 20 4 3 16

Interest paid..., . 43861 23369 " © 2,258 15329 170 66 ‘5 254 127 93 214

8 4etrnarrrerornann 16,456 1,785:| ' 13,886 23114 277 89 1 2,954 17 337 2,370 5,733

Auortization............ . 57 S5 50 2L < - - 28 - 1 -

Depreciation...oueyy...s . 12,634 3,553 8,111 23936 -532 242 18 3,432 412 270 +269

Depletion...... 224 L= P L ) - - = - - - -

Advertising....viivevunisson. . 8,806 809 7,899 1,028 37 1 1 3,169 3,346 19 288

Pension plan contributions..,........ reseanenn 1,754 196 1,494 178 =~ 8 19 1,238 25 2 26

Other employee benefit Plen contributions...,......... 747 129 © 593+ 248" ) '3 3 261 - 28 45

Net loss, sales of property other than capital essets..,.. 1,000 T 1,000 131 6 5 - 65, - 791 3

Patronage dividends paid, total....,.......... beeden Ceeinn 39,544 3,427 31,678 45985 1,450 399 43 11,545 3,735 9,303 218

" Cash.......... “resriteteretinns . . 18,056 260 15,943 507 R3 119 .2 10,256 3569 201 218
Qualified notices 5,002 1,608 2,258 1,755 397 36 - . 4f - 16 5 -
Nonqualified notices 75447 583 6,048 25 23 59 - 666 |- 24 5,252 -
Other property. .. 9,042 977 75432 2,699 107 185 21 5751 . - 3,845 -

‘Other deductions..... 59,128 ’.8,200 42,985 15,118 748 . 528 217 21,535 2,677 1,519 644

Net income.......,.. vee 3,136 157 2,498 402 65 1,25 | . 21 432 293 30 (1)
Net deficite..eureeneennnrninnann. 3,427 114 3,024 295 22 4 712 4 1,690 198
Deductions after net income: : = .

Dividends paid on capital BH0CK. s i vetiiiiantiaernnnnaia, 15493 127 1,283 179- 53 630 - 1 285 25 -

Nonpatronage income allocated- to patrons . . 1,384 T 1,045 187 611 - 240 . 7 - -

Net operating loss carryforward..,...... . 57 24 22 2 . ‘4 N 1 9 (‘ ;] 6 -

Dividends received AedUGHION......uvessosssonsseon. . 49 (1) 49 49 1Ry R ) - - - -

Taxable iNCOMS....ssursss,,.. 200 L] SR 33 1 9 20| 73 -1 -
Income tax before credits 55 21 40 9 3 .3 ) 6 19 - (;) -
Investment eredit..,... 7 - 6. R R | M =) -1 -
Income tax after credits..... 48 2 3% 21 R 2 6 19 - - -
Returns with balance sheets: ) 5 e S -
Number of retums.........-................................ 423 34 1 305 - 93 30 21 6 108 10 27 10
' T i(Thousand dollars).

TotaL 888618, utnsatiuinntrrnirnnnisneriieenns 483,494 | 115,454 | 338; 051 97,446 " 14,776 5,297 |1 3,512 103,770 1,73 ) 78ise | - 22,841
Casheseivinnnianns., LR 42,033 1,108 |- 33,663 8,870 156781 - . ..1,097 991 19,250 719 612 445
Notes and accounts receivable.., 108,495 15,4641 86,716 | - 11,799 4y 154 726 2,330 20,671 1,413 41,695 3,929
Less: Reserve for bad debts.... 646 SITTL 408 186 ] 21 - - 116 20 ] 65 -

83,172 38,676 40,184 21,936 1,108} 318 1 1,977 3,449 1,633 9,751,

eee 11,608 2,448 “85503 15652 183 32| (%) 43234 163 524 1,715

eees]| - 1,307 10 - 949 50 30:4° 5 - 864 -~ - -

Py T S 79,108 6,733 | 70,720 6,626 522 477 &8 29,479 484 | 29,565 3,500

Depreciable assets..ivi.....s 2eecreensesiriieviaaiiiaes] 2655562 - 643244 | 184,328 72,214 11,474 3,807 235 71,552 10,266 8,583 6,198
Less: Accumilated amortization and depreciation.. 133,629 27,833 95,911 29,100 4,808 1,748 141 47,273 5,313 49672 2,856
Depletable A8SET8:wuusuivernnonennnsiis 1,583 - - - - - - - R - -
Less: Accumulated depletion..,.. 573 e - - - - - - - - -
LTand.seeivsiiiiinninnainiones 5,717 1,195 3,927 1,497 189 99 8 1,777 1 201 | 146
Other L S s U 19,761 | 13,587 5,382 2,001 269 485 10 1,354 100 1,061 12

Total liabilities............................‘.......4..- 278,116 ~ 80,436 187,552 47,881 7,705 2,016 3,065 47,732 | - 2,870 59,361 16,922
ACCOUNtS PAYADL. ¢ vsursisiniesteerseiinineninsnnienns 42,379 4,078 | . 34,324 12,260 [ 1,083 175 972 17;253 | 1,086 849 645
Mortgages, .notes , and bonds payable in less than one

year....................,........ 72,285 40,962 29,453 9;432 . 857 245 : 9 958 202 9,478 8,271
Other current liabilities.... veene eeeranens csessveas 53,025 6,975 45,289 13,165 2,017 698 2,015 22,161 275 789 45170
Mortgages, notes, and bonds payable in one year or move, 76,996 17,604 | 56,898 12,242 2,034 489 14 2,520 1,306 35,384 2,910
Other 11abiitIeBe s s etiernserarennsiunsse eewef 33,429 10,817: 21;587 782 1,713 <409 54 4,841 2. | 12,860 926

Net worth..:....... SHrresstLtetiettetiitetierettranenadas] 205,378 35,018 150,499 49,565, | 7,072 3,281 447 56,038 8,403 19,775 5,919
Preferred Btock....... L R R 15,198 4,123 95779 2,331 15379 - 26 3,314 2,527 F202 -
Part-paid stock.. . . 154 ALk 5 (N 4 - - 1 - - -
Common stoek..,... 12,632 15573 83453 1,934 204 -+ 541 2 280 4, 665 826 -
Paid-in or capital surplus 11,518 w52 { 9,883 6,983 657 79 287 1,496 . 32 355 ~5
Reserves, total........... 165,878 29,333 122,380 38,318 .1 - 4,827 2,661 132 50,948 1,180 | '18,391. 5,923

Patrons equity reserve.. 130,232 17,390 | . 104,282 30,300 3,486 25397 134 43,914 228: 417,900 5,923

Other reserves,.. seeevasianns eees 10,697 | 1,073 . 8,686 33789 657 265 - 3,919 54 3 . -

Total only shown 2,948 10,870 9,432 " 4y229 684 1 (1) 2| 3,115 488 -

Returns with explanation of services; - ‘ i : : ; RS -
0tal NUADET Of TetUIMS: ity vuieeaiunresssisn 273 21 198 51 " 22 A 5 14 4
With produce marketed and handled 273 L2k 198 - 5%, 22 11 5 14 4
With supplies purchased.,v....,.....s 149 12 132 35 7 7 1 5. -
: : ES = - (Thousand dollars) ] FRE

Business receipts...... 262710 466,25 | 96,85 | 9,415 4,471 976 : 328,696 18,429

Services, t0tal.vuiies e, veanin 285824 601917 1 129,512 17 13,150 -+ 5,866 14,922 444, 659717 g : 31,320 18,429
Produce marketed and handled,. R 27,6081 674,219 120,925 11,525 5,355 14,907 438,570 33,338 | 31,169 18,429
Supplies purchased........ Ceesaes 26,134, 1,222 117,699 8,586 | 1,626 511 15 6,080 - 720 15 -

Footnote at end of table,
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Table 11. —EXEMPT COOPERATIVES: INCOME STATEMENT AND BALANCE SHEET BY COMMODITY MARKETED-~Continued

Fruit and vegetable—Continued .
Grain

Vegetable and truck crops marketing

Ttem and

Asparagus Cabbage 5 _
Total  |Diversified|celery, cucum faulifiower, | Onion p‘;”;i;g Tomato Be::"d Miscel- | storage
ber and radish pnd lettuce

(20) (21) (22) (23) (24) (25) (26) (27) (28) (29)

NUDDET Of TetUTNS. . ..vvenurescerssnrnosonsccossosnseccsarsscnns 95 45 8 4 3 1n 71 9 8 1,083
(Thousand dollars)

Total receiptS...cecivieeviccenrsranrncnasennns 73,699 40,927 885 4,817 815 9,867 4,310 2,471 9,607 | 2,107,663
Business receipts........... drerreasenes 70,060 38,626 847 4,672 805 9,672 4,276 2,427 8,736 | 2,025,672
Domestic stock dividends el),glble for deduction . 1 (1) - - (@] ) (1) ) - 184
Other stock dividendS.....e..eceoanven 3 2 - - - M) - ) - 456
Interest on U. S. Government obllgatlons . ) - - - - (1) - - - 308
Other interest... . . 81 66 5 2 - 2 (&) 1 6 2,891
Rental inCOme......cveveveconan 99 59 30 1 - 5 2 - 2 2,705
Net gain from sales of capltal assets.... . 26 20 2 - - 2 1 (&} 1 124
Net gain, sales of property other than capital assets. . 4 2 - - - 1 - - 1 36
Patronage dividends received........c.ecieriiiciincenns . 10 66 - 29 - 2 5 5 3 11,367
Other INCOME. . aveueserraosrortssacncroscsorcsontasnnsocssnaesnss 3,314 2,084 2 13 10 183 26 37 859 63,920

Total deductions before net inGOme....c.veiveerirrrrerencanee 73,508 40,607 878 4,809 815 9,915 4,291 2,478 9,715 | 2,094,092
Cost of sales and operations...... - 58,032 34,403 583 3,452 789 5,457 3,248 2,247 7,852 { 1,957,900

Beginning inventory..... .. 2,587 1,736 6 - ) 278 7 57 503 194,452
Merchandise bought. . 22,717 11,991 256 124 96 2,741 2,437 1,413 3,659 | 1,710,715
Salaries and wages. - 8,617 4,154 244 1,492 35 1,35 603 240 535 56,392
Other costs...... - 9,330 5,073 8l 92 - 197 1e8 106 3,611 25,847
Ending inventory. . 2,777 1,89 4 - (&2 232 8 73 565 222,505
Total only shown...... -1 17,558 13,343 - 1,744 658 1,158 41 504 109 192,999

Compensation of officers.. - 208 108 2 1 1 59 1 20 16 999

Chariteble contribution. . 2 1 ) ) - ] &) - () 260

Rents paid....ccvuveeaes . 116 56 20 3 (&) 13 18 3 4 1,593

Repairs,... e 262 155 1 5 - 40 39 7 16 1,049

Bad debts... 104 55 2 - 5 2 36 4 1 -

Interest paid. .. 234 192 7 ) 1) 9 2 6 18 9,871

TAXES. . voeeoravonnosnass 785 503 i3 30 1 113 41 29 53 11,660

AmOTtization.......ee... 2 ) - M) - - - 1 - 76

Depreciation.. 970 573 42 50 1 148 62 33 61 23,111

Depletion........ 224 224 - - - - - - - 1,054

AdVertising......oevverooens . 98 60 1 3 (1) 4 8 1 21 1,822

Pension plan contributions........... . &4 b4, - - - - - - 20 1,183

Other employee benefit plan contributions... . 25 17 - 1 - 7 - - - 469

Net loss, sales of property other than capltal assets. . - - - - - - - 185

Patronage dividends paid, total, . 4,439 1,674 144 464 - 1,064 277 35 781 43,481
Cash..veeeeencaans Ceevmsereaes . 1,855 854 - 53 898 7 1 42 10,682
Qualified notices... . 1,136 756 - 268 - 36 65 - 10 18,563
Nonqualified notices . 816 27 - 28 - - 15 20 725 9,161
Other properiy...... . 633 37 144 115 - 131 189 14 4 5,07

Other deductions. . 7,943 2,541 &3 CL 1¢ 2,998 560 9a 873 34,253

Net income....... - 481 388 10 7 €3] 42 34 - (&) 14,512

Het deficitoieernrnunsrarnonmencanns . 289 68 2 - 1) 90 15 7 108 941

Deductions after net income:

Dividends paid on capital BLOCK..e.veacecanvrrererasnaonnsss 83 36 2 3 - 40 - - 4,841

Nonpatronage income allocated to patrons P 339 335 - 4 - - - - - 6,558

Net operating loss carryforward....... ves 1 1 - - ) (1) 9 - - 248

Dividends received deduction. PR (@] (] - - 1) (1) () - - 118

Taxeble iNCOME. ....oreeravonnsanns . 47 14 7 - - 23 - Y 2,782

Income tax before credits. . 13 4 2 - - (€} 7 - 1) 932
Investment credit....... . 1 ) - - - 1 - - 41

Income tax after CreditlS...isseciserevensensrsovocasorooacannne 12 4 2 - - (@] 6 - (€3] 891

Returns with balance sheets:

NUMBET Of TEBUITIS. . eueenvncocsrracscnorssoncososssnnsonnsenne 84 38 7 4 2 10 7 8 8 1,077

(Thousand dollars)

TOLAL BSBEES.cvesererasvassnsrsseresnntacorensorsoassonssssas 29,989 19,260 1,213 929 51 3,031 941 274 3,720 888,39%
CBEN. . s eivererenesentosestacanssoassncarvesonorsvsasonnecan 7,262 4,120 48 277 19 602 323 76 1,798 45,385
Notes and accounts receivable. . 6,315 3,579 931 350 12 604 199 242 398 117,514
less: Reserve for bad debts. . 61 56 - - ) 1 - 2 2 2,680
Inventories....... . 4,312 3,056 9 21 8 438 15 84 631 257,265
Other current asse . 657 478 - 13 - 23 51 11 80 24,866
Investments in Government obligations. . 348 - - - - 348 - - - 8,995
Other inVeStmentS. . veurveonnvernorasansronrsnsonssscerrons 1,655 1,414 - 21 3 I7A 26 122 25 88,284
DEPIECiBble BSSELE.ceeerveseeensorasessonsesesassorasnnsons 16,990 10,216 720 358 16 2,103 630 749 2,198 548,568
less: Accumulated amortization and depreciation . 9,885 5,637 537 180 6 1,176 351 490 1,509 223,512
Depletable assetS.v.verissssreivennacanss 1,583 1,578 - - - - - 5 - 5,396
Less: Accumulated depletion... 573 570 - - - - - 2 - 1,054
7 PP 595 403 25 14 - 45 37 3n 41 4,039
Other 885€t8..uuvrvereseeranesenons 792 680 17 56 (*) 1 9 19 9 15,327

Total liabilities....vcveecnecronracnnes 10,128 7,041 207 197 36 1,295 226 233 892 436, 669
Accounts payable... . 3,977 2,430 126 195 16 937 59 113 99 169,010
Mortgeges, notes, and bonds payable-in less than one year.. 1,870 1,423 50 - 13 34 15 82 254 66,791
Other current liabilities.....eeiveernarcnscerenoccnranonse 761 534 3 1 5 114 31 8 65 80,256
Mortgages, notes, and bonds payable in one year or more.... 12,494 2,302 - - - 89 47 26 31 91,825
Other liabilitieS...ceiesccocaeenorrnosscassuesosorvencenas 1,025 352 28 - 2 121 76 4 443 28,787

Net WOTEN. . svsensrennsnnesesasesonsossnoersanssanrsssararonss| 19,861 12,218 1,006 732 15 1,736 714 611 2,829 451,725
Preferred B10CK..uovveeertseseeaoanssassscrrorssnronnoassos 1,296 671 - - - 17 161 106 241 78,208
Part-paid stock... . 108 - - - - - - - 108 28,738
Common stock......vee..s 2,606 1;400 162 42 1 501 259 27 214 169, 690
Paid-in or capital surplus 1,687 1,268 379 2 4 25 25 14 =30 13,930
Reserves, total...... 14,165 8,879 464 689 10 1,093 269 44 2,297 163,159

Patrons equity reserve 8,560 4,169 464 464 - 795 42 353 2,274 103,499
Other reserves..... .. 938 908 - - (&) 35 =7 1 - 18,204
Total only shown........ 4y 666 3,802 - 225 9 262 234 1o 23 39,456

Returns with explanation of services:

Total mumber Of TeturDS..c.cveeecrrecsaarocrnsrcsorssssreones 54 23 2 4 2 5 6 7 5 892
With produce marketed and handled. 54 23 2 4 2 5 6 7 5 892
With supplles PUTCHAEEA. . s 0vernuevoosnansusacsoncvenssannes 25 12 - - 2 1 3 2 5 839

(Thousand dollars)

BUBLNEES TOCEIDEO. s vuuvrvrrennrnennrorsersnssncnenssrasnsnnes 45,948 23,152 453 4,672 805 3,990 4,265 1,388 7,224 | 1,787,20¢

Services, total.......c.uunrann 77,156 38,520 827 4,76 801 8,165 9,890 3,079 11,158 | 1,924,58:
Produce marketed end handled. 69,943 31,979 827 4,716 786 8,104 9,682 3,061 10,789 | 1,640,584
Supplies PUTChASEA. « fucuerrvsenesonvarsosssnvossvesasonnnee 7,213 6,541 - - 15 61 208 19 370 284,001

Footnote at end of table.
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Table 11, —~EXEMPT COOPERATIVES: INCOME STATEMENT AND BALANCE SHEET BY COMMODITY MARKETED=~Continued

Livestock Nut marketing Poultry marketing
Shipping Turkey,
Tiem Total and Breeding | Total | Almond | Peanut w"‘}’i“l‘f’ 1 fotal  [Diversified| Egg | duck,and
marketing geese
(30} (31) (32) (33) (34) (35) (36) (37) (28) (39) (40)
Number of Tetwrns......eeveeenaa. 678 384 294 23 3 4 16 65 37 20 8
(Thousand dollars)

Total receiptS.cucisreecteanranceirasrstarorssssarastonnnson 224,852 198,313 26,539 6,267 874 2,837 2,557 203,393 135,515 17,312 50,566
Business receipts.............. 222,223 196,206 26,017 5,906 862 2,683 2,361 201,097 133,919 17,249 49,929
Domestic stock dividends eligxble for deductlon . 47 47 (1) - - - - 7 7 _ (1)
Other stock dividends.....c.covuuveesnneensanonn . 102 101 1 - - - - 9 ) 8. (1)

Interest on U. S. Government obligations . . 50 34 16 - - - - 4} () - -

Other interest....... . 214 142 72 33 - 21 12 69 44 2 22

Rental income. . . 100 55 45 66 12 22 32 82 82 1 (1)

Net gain from sales of capital assets.. . 21 6 15 - - - - 7 3 1 2

Net gain, sales of property other than capit . 16 3 13 - - - - 6 I3 - -

Patronage dividends received........cceeeverneenoeen . 312 235 77 12 - (1) 12 478 277 12 189

Other INCOmMe. seriverarrnaossrsiossservasssosessonssansannns 1,768 1,485 283 251 Y 111 140 1,639 1,168 48 423

Total deductions before net ineome.......eceverciareneannens 224,782 198,116 26,666 6,280 873 2,818 2,591 203,167 135,345 17,307 50, 513
Cost of sales and operationsS.....c.ceceieecacceiensoencrenna 206,411 188, 667 17,744 4,635 259 2,589 1,787 189,801 128,399 15,759 45, 644

Beginning inventory...... 980 200 80 293 4 2 287 6,649 3,683 200 2,766
Merchandise bought.. .1 166,031 163,464 2,567 3,438 82 2,246 1,110| 158,827 | 110,774 | 13,559 2,494
Salaries and wages. . 20,167 8,362 11,805 590 50 258 282 11,326 6,303 1,099 3,925
Other costs.... . 7,672 5,004 2,668 420 25 85 311 12,033 8,865 795 2,373
Ending inventory. . 1,090 978 112 212 6 2 204 7,562 4y 591 236 2,735
Total only shown......... 12,651 11,915 736 106 104 - 1 8,528 3,365 342 4,821

Compensation of officers.......ccvviveiiiinneiiiainiinans 300 148 152 43 8 12 22 148 117 9 22

Charitable contribution. . 89 6 83 ) - - ) 5 5 (1) *)

Rents paid............ . 334 252 82 14 2 1 1 181 98 73 10

Repair... . 328 193 135 37 - 8 29 387 159 42 186

Bad debts.. . 146 125 21 3 - (€] 3 110 97 1 13

Interest paid. . 258 238 20 25 8 (1) 17 652 283 53 316

TS e v vevonesooonasosoanssassanasoonassnsanasnascsansnsse 1,133 555 578 107 9 21 77 1,058 589 72 397

AMOTEIZAEAON e ¢+ vt avesesarsernsannresnasrosecnnssonssaneens 14 - 14 1 - - 1 22 1 M 20

Depreciation.. . 1,760 735 1,025 151 2 17 132 1,800 949 124 727

Depletion... . - - - - - - - - - - -

Advertising........c.0.. - 805 407 398 6 - 5 1 193 160 7 27

Pension plan contributions...... e sen 424, 175 249 - - - - 141 111 1 29

Other employee benefit plen contributions.... . 135 41 94 11 - 6 [ 108 85 - 24

Net loss, sales of property other than capxta_‘l. assets..... 16 - 16 (1) - - (&) 4 1) 3 )

Patronage dividends paid, total.........cccvvnmiiineinnnns 1,956 1,232 724 746 569 7 171 3,528 2,207 403 917
Cash......... eesereasaennns - 644 485 159 689 543 - 146 492 300 9 100
Qualified notices. . 478 300 178 - - - - 1,512 603 226 683
Nonqualified notices . 731 365 366 31 23 7 2 863 751 51 66
Other property. 103 a2 21 26 3 - 23 656 553 35 68

Other deductions. 10,674 5_,344 5,330 500 16 151 334 5,028 2,086 761 2,182

Net income. 600 502 98 29 1 22 5 254 190 u 53

530 306 224 42 (&3] 2 40 27 20 6 1
143 143 - 1 1 - - 133 81 (&) 52

Nonpatronage income allocated to patrons.. 114 102 12 5 - - 5 63 63 - -

Net operating loss carryforward....... 65 41 24 () - (€3] - 40 29 11 -

Dividends received deduction. 34 34 (&) - - - - (1) - - (1)

Taxable income....... 256 204 52 22 - 22 - 18 17 - 1

Income tax before cr 78 63 15 6 - 6 - 5 4 - (1
Investment credit....... - 3 - 3 - - - - ) ) - (1)

Income tax after credits................ 75 63 12 6 - 6 - 5 4 - H

Returns with balance sheetis:

Number Of TetUIMS..vuveersiranensorrassncncssrancosusnonns 517 289 228 23 3 4 16 62 36 18 8

(Thousand dollars)

Total 8SSEtS.esvneraransrensnanans 48,419 33,256 | 15,163 8,810 272 1,287 7,252 48,931 29,264 2,674 16,993
L= 10,199 6,926 3,273 1;018 16 478 524 2,940 1,910 294 736
Notes and accounts receivable. 10,250 7,666 2,584 979 72 129 778 14,020 9,827 &40 3,553
Less: Reserve for bad debis.. 325 21 114 6" - - 6 260 220 21 18
Inventories....coenvuuene 1,921 1,521 400 270 49 2 219 9,447 6,033 275 3,139
Other current assets...... 483 261 222 1,006 2 162 842 655 193 79 383
Investments in Government obllgatlons 1,710 1,223 487 - - - - 5 5 - -
Other investments.......coeeieiiiieiiiiieniiionernnnenns 6,775 5,281 1,494 3,518 - 357 3,160 4,196 2,80 8 1,377
Depreciable @5S€TS...oveorervsrssiosrassnssoasuras 25,326 14,796 | 10,530 3,018 147 337 2,533 27,472 14,396 2,000 11,076
Less: Accumulated amortization and depreclatmn 10,537 5,623 4y914 1,352 26 211 1,116 10,540 6,070 698 3,772
Depletable assets..... - - - - - - - - - - -
Lesg: Accumulated depletion - - - - - - - - - - -
Land....ccivvennanianannns 1,118 680 438 144 11 21 112 608 262 62 284

. Other asSelS.u.ieeveceecnroiornnsroecatasacsossroanscons 1,499 735 764 216 1 10 205 390 119 34 236
Total liabilities..e.cvvrneneirerrrinnniviennvanccanennnns 20,064 16,378 3,686 1,491 69 543 879 20,687 10,954 1,153 8,579

ACCOUNTE PAYADLE. .+« euervronsreonranssaroranses 9,447 7,941 1,506 469 42 61 366 7,099 4,400 375 2,324
Mortgages, notes, and bonds payable in less than one

FOBT . s e eeesnvosacossacasnanaasssansassasnarcnsasnesoe 1,657 1,588 69 245 () - 244, 5,639 4,122 96 1,421
Other current liabilities............ 3,929 2,566 1,363 514 1) 377 137 3,697 948 48 2,701
Mortgages, notes, and bonds payable in one year or more. 3,976 3,433 543 143 27 - 116 3,729 1,207 607 1,914
Other liabilities.... . 1,056 853 203 120 (&) 105 15 522 276 27 219

Net worth........ pee 28,355 16,878 11,477 75319 202 Ted 6,373 28,245 18,311 1,521 8,413
Preferred stock.. eresatieaanae. 2,528 2,515 13 - - - - 2,384 1,312 10 1,062
Part-paid stock. 43 22 21 1 - 1 - 30 1) 8 22
Common stock..,.... 2,692 2,363 323 5 - - 5 3,721 1,661 200 1,860
Paid-in or capital surplus 4,517 1,528 2,989 658 16 2 640 377 242 40 - 95
Reserves, total.......... 18,574 12,708 5,866 6,656 187 741 5,728 21,732 15,095 1,263 5,374

Patmns equity reserve. 13,720 7,033 6,687 5,820 187 39 5,59 +19,657 13,314 1,183 5,160
Other reserves............ s 1,615 988 627 33 - 12 20 1,419 1,324 17 i
Total only ShOWN............. ces 3,239 2,422 817 803 - 690 114 " 656 457 62 137

Returns with explanation of services:

Total rumber Of TetUIDS,.v.cvureresrancrracnnensnoass 132 130 2 12 2 2 8 33 21 9 3
With produce marketed and handled .. 132 130 2 11 2 2 7 33 21, 9 3
With supplies purchased.......coeeeeoercccrosoncsascrens 10 10 - 6 - 1 5 13 8 5 -

(Thousand dollare)

BUSINESS TECEIPLS. eevvsurerenrroerrvsncesonarcsrnaesensees| 157,956 | 156,604 1,352 5,003 772 2,175 2,057 | 134,819 111,887 4,881 18,051

Services, total... 466,853 | 465,501 1,352 12,055 772 65611 4,672 194,370| 168,749 5,474 20,147
Produce marketed and handle 464,092 [ 462,740 1,352 11,829 772 6,578 4,479 | 187,251 162,324 4,779 20,147
Supplies purchased......iecveiserocenrcrasrrsonrarcanons 2,762 2,762 - 226 - 32 193 7,120 6,425 695 -

Footnote at end of table.
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Table 11, ~EXEMPT COOPERATIVES: INCOME STATEMENT AND BALANCE SHEET BY COMMODITY MARKETED—Continued

Miscellaneous and special crop marketing

Flower and Sugar
Tren Tobaceo Wool Total nursery Fur Seed Dry bean | sugar b;et, Rice Other
stock and honey
(41} (42) (43) (44) (45) (46) (47) (48) (49) (s0)
Number Of PetUrfS. cveueeenracorrocvesncarenranosocnsannenss 30 40 99 10 5 15 9 11 40 9
(Thousand dollars)

’ Total receipts....... . 72,829 14,493 421,020 3,476 - 2,736 3,120 22,241 220,421 160,435 8,593
Business receipts . 71,582 1:;, 783 416,473 3,460 2,721. (.;53116 21,843 219,322 157,599 8,414
Domestic stock dividends eligible f . 1 157 - - 154 1 -
Other stock dividendsS...uceiesrvesvenrroniannss . 2 () 276 - - (%) (1) ) 275 )
Interest or U. S. Government obligations . 17 6 91 - - (1) - 76 3 12
Other interest. . .euerieirieeriieareiennrenoareneanncannns 35 27 378 A 3 ) 21 152 177 20
Rental income...........c.cuanun. P 264 21 . 1,231 1 - - 1 38 1,186 3
Net gain from sales of ce.pnal BSSELS. v v eercrrsnnaans 4 (1) 326 2 - - 2 a8 304 -
Net gain, sales of property other than capital assets ) 1 60 - - (@) - 58 2 -
Patronage dividends received 12 161 575 H 1 2 82 28 462 1)
Other income....vovvievevaannsnn 911 493 1,453 8 1 1 289 573 426 144

Total deductions before net income. 74,489 14,480 417,230 3,467 2,712 3,118 22,227 218,204 158,930 8,572

Cost of sales and operations.. 58,515 12,756 360,087 2,674 2,505 2,021 20,678 186,893 137,630 7,687
Beginning inventory. 334,842 1,416 38,874 158 82 288 358 32,129 5,433 426
Merchendise bought.. 144,241 8-:926 331:954 1,801 892 891 7,482 184,096 130,586 6,207
Salaries and wages..... 2,421 573 20,970 341 96 410 1,935 10,236 75657 295
Other costs....... 17,595 1,76 14,332 406 - 652 79 8,695 3,356 1,144
Ending inventory.. 460,999 448 59,390 115 67 283 421 48,263 9,572 668
Total only shown.. 20,415 528 13,347 83 1,502 &3 11,245 - 170 283

Compensation of officers. 164 57 739 12 3 9 20 301 360 36

Charitable contribution 1 L) 34 1 (*) 1 ) 27 5 -

Rents paid............ 89 25 511 6 6 2 3 317 173 5

Repairs... 72 11 3,436 2 8 22 [ 2,434 826 81

Bad debts..... . 1) 3 350 15 (1) 5 14 3 3m 2

Interest paid.. . 14,106 86 2,201 7 6 39 91 157 1,7% 106

Taxes..... 230 86 11,432 31 8 40 127 9,902 1,272 51

Amortization.. () - 3 (€] (&) - 1 - 1 -

Depreciation 294 58 4,533 24 27 48 140 1,959 2,258 77

Depletion... - - - - - - - -~ - -

Advertising......cc.v.0n. 42 16 1,666 1 2 25 14 1,335 276 3

Pension plan comtributions.............. 74 24 1,053 2 - 4 4 649 391 3

Other employee benefit plan contributions.... 22 6 463 3 - 2 - 349 109 -

Net loss, sales of property other than capital assets - - 125 1 - - 1 122 1) &3]

Patronage dividends paid, total...ovieiaenn 213 323 6,590 248 35 436 393 408 4,999 71
Cash.. erveeeeciavaean 17 82 1,228 180 26 277 o 240 345 59
mallfxed notlces. .. .. 3 220 ’ 926 ~ 9 127 54 168 558 10
Nonqualified notices 146 - 2,977 65 - 27 169 -~ 2,716 -
Other property........ 48 21 1,458 3 - 4 69 -~ 1,380 2

Other GeductionS. s eurrrrurecsssrnrennenensoness 666 1,030 24,006 431 113 463 676 13,350 8,523 450

Net InCOme...\.uervereeseererseravuresnrnrsennans 393 40 3,872 16 24 7 s 2,230 1,516 65
Net deficit..... 2,053 27 82 8 - 5 - 15 10 45
Deductions after net i : )

Dividends paid on capital StoCK...iveervensrrancesavacocss 246 1 2,563 2 2 3 12 1,214 1,289 41

Nonpatronage income allocated to patrons ‘e 34 - 80 7 - 2 - ~ 51 20

Net operating loss carryforward....... .. 32 C27 917 (1) 21 2 1) 868 26 -

Dividends received deduction.......vicieveeveacnrninosnona - (1) 133 - - ) 2 131 (1) -

1

Taxable inCOME...vcvevrrnoanrsosreonriosnsosrsnsonvearansens 81 12 180 ? S = 1 17 15 4
Income tax before credits. . 18 4 49 2 (1) - (1) 2 44 1

Investment credit.. M ) 2 () - - - 1 1
Income tax after credits.. 18 4 47 2 - - 1) 2 43 -
Returns with balance sheets:

Number of return8....eeerereneereeitonineievercoconenanss 30 36 94 10 5 14 9 8 39 g

(Thousand datlars)

TOLEL BSBEES. . seressnruscnsroreocssvesonsosnsnsensorsonns 519,500 65913 184,835 1,110 693 2,400 8,987 89,722 77,257 4y 664
Lo L T 1,795 480 9,624 310 104 395 256 3,324 4,790 444
Notes and accounts receivable. .. 1,181 1,656 24,411 408 251 728 2,237 9,773 8,978 2,037
Less: Reserve for bad debts.. . - 21 344 15 7 61 44 190 7 1¢
Inventories....oveeruereeres .| 496,223 702 69,820 152 67 201 3,113 49,273 16,193 731
Other current assets.... . 7,341 43 2,092. 81 2 40 124 1,424 381 4
Investments in Govemment obligatlons. .s ... B 2,417 133 1,377 - - 17 - - 996 36
OREr ANVESHMENtS . e eerrnsnrersnasresnnosesnnarrsnsanes 816 2,483 17,251 2 5 102 979 3,480 12,539 142
Depreciable 858618....vreeerveeiiiirinneinieeiinnseroanes 9,391 1,551 100,828 239 425 1,147 4,563 38,690 54,186 1,57
Less: Accumulated amortization a.nd depreciation.. . 3,930 614 46,037 106 162 5 2,390 18,984 23,158 72¢
Depletable 85S€1B..vveeiecrensrrscarecsencasnnnonns . - - 5 - - - 5 - - .
Less: Accumulated depletion . - I, 1 - - - 1 - - R
Land...cieennecersiinnaeans - 1,437 77 2,403 23 13 56 112 857 1,290 5.
Other assets... . 2,830 425 3,405 16 - 198 31 2,076 1,071 1

Total liabilities. . 551,113 1,504 87,033 670 426 867 4,878 40,022 37,398 2,77
ACCOUNES PAYADLE. ¢t vvterrnaesresneeesereirsonnnsnnns 1,316 653 29,248 293 87 419 1,037 2,570 5,486 29
Mortgages, notes, and bonds payable in less than one

£ - o 454,532 19 26,925 55 49 83 2,231 13,955 8,535 2,01
Other current ligbilities.......coovsrocacrrenssnnanonna 59,339 115 13,336 20 12 277 157 4,015 8,736 u
Mortgages, notes, and bonds payable in one year or more. 26,354 268 12,316 - 67 16 171 414 11,389 28
Other Liabllities....cvcvuerenneiennrennsnncnnsoconasaans 9,572 448 5,208 302 212 12 1,283 68 3,252 &

L3 T = o s V. 31,612 5,410 97,802 440 27 1,533 4,109 49,701 39,858 1,89
Preferred BLOCK. . veuvernrreeranenusoesonsnesnssonnnnanns 1,722 869 13,894 62 22 46 684 206 12,720 1t
Part-paid stock..... - - 2 - - 2 - - -

Cammon s10CK. . veeeransassns . 7,205 125 21,005 3 89 68 195 15,187 5,458
Paid~in or capital surplus. . 466 132 1,183 82 9 91 25 -58 921 1
Reserves, total.......... . 40,074 4,284 61,719 293 151 1,326 3,205 34,366 20,759 1,6
Patrons equity reserve. 788 3,117 21,824 258 148 958 2,944 1,864 14,898 7
Other reserves........ crenes 749 987 3,897 13 2 370 252 51 3,221 ~
Total only SNOWD. . u.ereeonseorassasasosasonsasasssrens ~41,610 179 35,998 22 - -2 9 32,451 2,641 8
Returns with explanation of services:

Total number Of TetUIMS..vveectosenroavrrencnsonsonsacencs 20 28 63 8 3 7 7 5 30
With produce marketed and handled cee 19 28 63 8 3 7 7 5 30
With supplies purchased..,....... 1 10 25 3 1 3 5 3 8

B (Thousand ‘dollars)

BuSINESs TECEIPLS. .t rneestontreroeonerirarionneraeereanan 70,149 13,590 387,015 | 2,532 1,705 1,238 16,430 219,315 138,485 7,3

Services, total......coouan.n . 94,887 23,740 421,944 . 3,968 1,705 1,241 17,320 219,868 170,492 T2
Produce marketed and handled......... . 94,733 23,493 415,896 3,203 1,668 1,210 15,392 219,686 167,749 6,5
Supplies purchased. .c..cveevveveusnnn . 154 247 6,047 764 37 31 1,928 181 2,742 z

Fooinote at end of table.

237-365 O - 66 - 4



'Number of returns

H

TOBEL TOCEIDES . s vm s s e wacs dus Fhmaiiis o ke s i he s suin

ible for deductmn.

Business: réseipts
Domestic stock:.di.

. Other stoek dividends
Intereston U. 8, Govemment obligations
. Other interest.....

" Rental income..,....... Casersesirneiiasiresinie
Net gain from: sales.of eapital assetsis it
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Table 12.—EXEMPT COOPIRATIVES: INCOME STATEMENT AND BALANCE SHEET BY STATE
Total s N N N s .
U. S. Alabama Arizona Arkansas |[California | Colorado (Connecticut | Florida Georgia Hawaii
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)

Number of returns, by commodity marketed, total........ ceees 5,574 62 12 90 410 30 17 64 88 16
COttON veertirsnnsnsearnarennes eseareaanes P 389 4 5 20 30 - - - 6 -
Dairy products...... 977 - 2 i 20 8 4 4 1 -
Fruits and vegetables. 446 2 3 3 216 4 2 38 2 [
Grain.e.coeavioeens 1,083 - - 4 11 10 - - - -
Livestock. 678 7 - 3 8 2 3 3 11 2
Nuts..veennn. 23 - - - 16 ; - - - T -
Poultry..... P 65 - - - 14 - 1 1 3 2
Tobacco. .. 30 - - - - - 1 2 - -
Wool...... .. 40 - - - - 1 - - - -
Other Crops.e.e.eceeveeen. 99 2 - 17 13 . - - - - 3
Farm supply and general service.. 1,631 42 2 38 7 3 6 15 50 3
Undertermined............ e resecaeeann . eereeeaaaanns 113 5 - 4, 1n 2 - 1 4 -

] (Thousand dollars)

Total receiptsS..ooevucacncacanse Ceesrearreatrienante 8,939,872 39,159 17, 143,22 1,264,106 22,142 €1,267 744507 255,693 10,332
Business receiptSeseceiaacecianense chreeraeesaan PN 8,702,066 37,372 17,701 139,978 | 1,240,429 21,093 60,446 71,232 247,929 9,955
Domestic stock dividends eligible “por “deduction. .. 1,476 1) - ) 340 A - 1 - -
Other stock dividends............... PN . 4,270 14 110 282 8 1 7 21 -
Interest on U. S. Government obligations. P 1,165 - 1 - 80 () - 13 - -
Other interest.......... heereeaeaa Cheeraeeaeanaa, cereane 12,642 53 7 102 828 11 32 316 726 20
Rental income.....eoovervrreenns b eereresereeaeaeaens 10, 384 166 10 1,209 692 14 33 73 276 2
Net gain from sales of capital @SSets.....eeceeveanss . 2,179 161 28 27 701 ™) ) 4 83 -
Net gain, sales of property other than capiial assets. . 778 26 50 4 50 7 2 35 14 -
Patronage dividends received.............. eeeesreaan . 52,008 1,079 27 822 3,084 146 3 312 45282 5
Other income.............. cereene . . 152,905 293 51 976 17,619 857 749 2,515 2,362 351

Total deductions before net income...... e, .. | 8,919,302 38,855 17,943 142,289 | 1,268,650 21,922 61,309 74,383 | 255,585 10,325
Cost of saies and operationS...cvessusecenccesnesss cevaaan 7,989,200 35,116 16,158 126,603 | 1,075,244 20,250 57,329 61,013 217,054 9,597

Beginning inventory..... 888,621 1,083 855 1,987 98,132 773 325 3,928 17,179 196
Merchandise bought. 6,813,173 23,779 4,980 117,380 775,429 19,774 50,006 38,355 191,932 8,911
Salaries and wages. 514,197 1,635 1,368 5,349 97,236 664 2,112 9,426 15,750 464
Other costsS,v...-. 408,880 315 1,434 3,341 149,773 64 521 13,378 5,541 6
Ending inventory.. 1,060, 544 1,465 868 2,389 111,028 1,259 368 7,080 13,386 239
Tetal only shown... 424,874 9,769 8,389 935 65,702 234 4,733 3,006 38 259
Compensation of officers.eev.cecceraeses evseeraaeaaaaas . 12,146 98 65 173 2,892 30 27 331 672 43
Charitable contribution... 582 2 2 7 40 5 4 2 9 (€3]
Rents paid..... 13,499 132 3 T4 2,350 60 29 268 632 .25
Repairs... 37,260 72 81 497 8,019 79 120 912 1,290 16
Bad debts.... ererencaarannan 13,760 76 9 46 6,590 13 26 120 229 12
Interest paid.......oviiienienns Cresvesiesratarecrnaae veue 54,052 288 59 1,863 5,009 91 65 283 2,956 25
TaxeS.eseeros “es . 76,736 198 174 690 27,225 215 223 773 1,444 32
Amortization. PR . 554 4 1 1 54 Y - - 1 1
Depreciation. . 109,031 327 408 2,221 13,348 283 348 1,340 2,753 54
Depletion.. ves . 2,158 - - - 224 - - - -
Advertising........... - 27,987 36 8 99 6,965 , 17 297 127 821 24
Pension plan contributions........ . 10,702 11 37 139 2,540 5 31 T4 104 -
Other employee benefit plan contributions..... . 7,072 ) 9 53 1,693 7 61 67 36 (&3]
Net loss, seles of property other than capitel assets..... 2,605 1 - 1 967 1 - ()] - (1)
Patronage dividends paid, LOLAL...eesseenueenneroneence .. 227,017 1,508 386 5,064 38,443 2! 1,548 5,919 9,263 bk
Cash...veuunre tevevnnanenns . 75,181 441 225 900 23,053 36 10 3,618 3,288 21
Qualified mtlces e . 68,832 39 40 715 4,480 166 26 748 571 45
Nongqualified notices. . 48,084 839 37 2,664 2,293 67 931 1,008 5,195 ()
Other property.. . 34,919 189 84 786 8,617 42 580 455 209 1
Other deductions 334,940 986 543 4,759 76,956 ' 555 1,201 3,154 18,320 418

Net income.. 42,279 380 56 1,068 5,481 269 ] 20 273 399 10

Net deficit......... -21,708 -76 -1 -130 -10,025 49| -63 -150 -291 -3

Deductions after net income: :

Dividends paid on capital stock.... . 20,246 24 6 966 2,935 30. 10 88 7 10
Nonpatronage income allocated to patrons...... . 10,388 8 - 14 1,390 211 1 89 6 -
Net operating loss carryforward........ 3,822 321 - 80 899 13, 2 21 364 (1)
Dividends received deduction.....seececusians Cerrreeeiaaa, 658 - - - 180 1) ; - (1) - -
7,384 27 50 8 123 241 7 % 2 -
2,352 8 13 2 33 4t 2 21 5 -
Investment credit. 172 2 - (O] 1 1j - 1 (1) -

Income tax after credits. 2,180 6 13 2 32 3! 2 20 5 -

Total assets. B L T T R Y 4,064,555 17,058 9,065 73,979 511,538 10,731 ! 11,243 48,496 83,790 2,662
CBER e o+ v e v e s areeannssanosenntaaneraaeeenaonauieearean 245,322 1,269 1,131 2,295 41,416 628 [ 2,013 8,753 3,373 304
Notes and accounts receivable.. . 754,968 3,935 1,983 8,973 97,536 2,390 4,289 9,432 26,420 1,235
Less: Reserve for bad debts... . 17,990 73 6 330 849 13 : 117 9% 682 12
Inventories . 1,178,723 2,197 1,003 19,772 116,803 1,359 403 8,308 13,8% 275
Other current @ssetS.......-........ PR 71,365 288 31 408 12,538 761 45 799 529 56
Investments in Govermnment obligations.. . . 37,336 - 20 111 80 2, 25 1,212 - -
OLHET ANVESUNENTE .« -« oresornneennrennssns 516,425 4y 547 1,345 6,582 93,329 793 354 7,914 14,920 14
Depreciable 8sSets..c..-... vees 2,047,595 6,072 6,007 52,833 251,543 8,584 5,269 25,516 37,520 1,049
Less: Accumulated amortizatmn and depreciation. 924,100 1,581 2,702 19,144 129,174 3,304, 1,730 14,255 16,383 347
Depletable assetS.cccevvvons. .o 12,660 - - - 1,59 - - - 8 -
Less: Accunulated depletion... 5,079 - - - 580 - - - 2 -
Land.creeerrennes 47,899 244, 178 981 7,562 70" 285 427 1,596 65
Other asgsets.......... Ceassereassaane 99,441 159 78 1,499 19,739 147 407 485 2,599 23

Total 1i8bILlities..veuneenrrsroonrinorssoocrasessansennannes 2,109,988 8,154 4,318 39,730 261,976 5,603 5,115 20,474 38,39 1,549
Accounts payable....ceeesconescenens ey 532,903 3,311 1,121 6,454 61,611 1,609 3,329 8,724 10,900 892
Mortgeges, notes, and Tonds payable in less than one year. 737,343 1,028 1,766 15,697 73,839 514 503 3,488 13,045 186
Other current liabilities...... eieeseraanenne Cevresannaas 330,634 1,167 107 1,625 68,854 407 117 2,048 2,513 28
Mortgages, notes, and bonds peyable in one year or more... 385,748 1,852 1,270 15,776 25,022 1,179 1,119 5,204 11,554 139
Other liabilities- - 123,361 795 177 32,650 1,896 &7 1,011 381 304

Net WoTtheeoveneeeenaeenaess. [ 1,954,567 8,904 4,748 34,248 249,562 5,128 6,129 28,022 45,396 1,113
Preferred stock. eoooassnse Cereserier e eeans . 395,121 17 - 10,600 6,097 938 173 3,781 1,579 -
Part-paid stock. . 36,999 - - 119 1 396 1 - - 3
Common §10CK. s« eeonanns . 404,412 178 ) 1,792 22,246 1,308 91 1,429 652 602
Paid-in or capita). surplus . 82,852 156 (1) 912 9,032 39 72 2,753 1,551 22
Reserves, total......... .| 1,035,183 8,400 4,747 20,825 212,186 2,446 5,791 20,059 41,614 486

Patrons equity..... . 794,536 7,202 4,315 16,743 160,825 1,426 2,912 12,006 37,045 169
- 83,316 676 173 2,993 8,177 187 196 1,433 527 42
Total only SHOWI..e.vvvvrrnnrnens B 157,331 521 259 1,089 43,184 834 2,683 6,619 4,042 275

Footnote at end of table,
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Table 12.—EXEMPT COOPERATIVES: INCOME STATEMENT AND BALANCE SHEET BY STATE—Continued
Idaho Illinois Indiana Iowa Kansas Kentucky Louisana Maine Maryland cﬁz::s
(11) (12) (13) (14) (15) (16) (17) (18) “(19) (20)

Number of returns, by commodity marketed, total............. 44 110 77 135 197 46 34 8 27 15
COLLON e e e nveanersrsonaanenneeserasssaansosostnasssanoncens - - - - - - 5 - - -
Dairy products....... 8 7 8 80 10 5 5 i 4 3
Fruits and vegetables - 5 1 2 1 1 4 4 2 3
Grain, . oeeeesovonas 15 68 15 20 118 - - - - -
Livestock. - 8 9 2, 50 20 1 - 1 -
Nuts.... - - - - - - - - -

Poultry- 1 - 1 2 - - - 1 -

Tobaceo. - - - - - 8 - - 1 1

WOOLeoosss 1 - - 1 - - - - - i

Other CroPS...ecesscrncessenans 3 4 - - - - 7 - - -

Farm supply and general service 12 14 39 5 16 u 11 3 16 6

Undertermined.csveeourrnreacsanas 4 4 4 1 2 1 1 - 2 1
(Thousand dollars)

Total receiptSeecervscricresersanacnonns 61,387 299,629 406,910 254,667 258,123 29,253 44421 14,541 87,024 48,494
Business receiptS.c v ciieancarieireriiiiiieriiiiienrans . 59,971 294,640 399,531 249,929 235,489 28,278 43,513 14,362 85,404 48,023
Domestic stock dividends eligible for deduction . 27 7 O] 7 67 - 1 (i) 1) -
Other stock dividends...coeveeeeraserasss . (1) 17 43 68 257 7 360 (1) 1 . 20
Interest on U. S. Government obligations. . () 28 143 (& 49 19 - 1) 12 (&)
Other interest........ Ceeresienacaran .o 72 78 265 156 163 26 18 11 143 45
Rental 1NCOME....esveeeerneees ceeofun . 39 35 113 47 76 172 54 6 22 19
Net gain from sales of capital assets................. . 5 18 105 i3 10 16 2 1 6 13
Net gain, sales of property other than capital assets. . 9 1 6 22 21 8 55 1 9 3
Patronage dividends received......vvivncvecorarnione . 305 1,358 1,843 944 4,915 30 87 25 32 13
Other income.....cevveuneasas 959 3,448 4,859 3,481 17,077 697 332 134 1,395 358

Total deductions before net,income................ vesereanae 61,226 299,212 405,415 253,706 252,007 28,998 44,375 14,498 86,626 48,090
Cost Of S8les And OPEIBLIONS .+« s+« sscuannsosrunnersonusoeas 55,020 281,208 377,559 237,193 224,187 26,579 40,017 12,825 77,824 37,265

Beginning inventory...... oo 2,362 8,684 10,244 9,088 12,818 329 1,738 566 2,553 2,837
Merchandise bought... . 44,972 266,017 176,569 198, 595 215,727 6,925 31,982 2,206 70,790 22,149
Salaries and wages. . 3,474 11,478 19,474 7,993 12,092 1,730 2,075 871 4,054 3,700
Other costs...veen. . 6,198 5,357 2,800 2,015 1,993 364 1,340 272 2,959 11,248
Ending inventory. 2,251 10,990 10,484 8,217 18,886 420 1,982 416 2,535 2,734
Total only shown...... PR 265 662 178,956 27,719 443 17,651 4,864 9,326 3 65
Compensation of officers......... PP een 64 238 209 173 107 151 134 45 227 15
Charitable contribution... 3 5 15 10 17 2 1 1) 3 4
Rents paid......oeueunns 19 255 218 92 171 14 33 15 107 566
Repairs...... 208 1,489 1,427 545 636 54 307 56 32 272
Bad debts.... oo 46 213 286 18 99 3 36 16 41 126
Interest paid. 193 1,120 949 566 1,407 80 185 104 503 173
TEXES e e e rnn . o 1,072 2,703 935 »155 175 214 141 348 504
Amortization. . 1) 21 23 2 - - (%) - 8 1
Depreciation. . 671 3,095 45294 2,180 4,872 324 689 158 749 670
Depletion....... PP eeeans eseriresanean PO - 17 1,054 - - - - - -
Advertising.....ceeiivanenn. 160 39 673 465 501 %] 79 24 72 3,339
Pension plan contributions............. . 61 142 626 108 163 45 32 12 144 108
Other employee benefit plan contributions. . 34 77 207 10 156 6 16 19 77 6
Met loss, seles of property other than capital assete. ... (O] 93 3 43 4 2 124 - - -
Patronage dividends paid totaleseren.. . vees 1,369 5,903 5,819 4,714 9,331 493 886 446 1,771 1,440
[T < T R LR R . 97 1,168 1,142 630 2,132 56 418 166 687 1,318
Qualified notices.. . 222 425 3,383 1,281 5,990 191 397 238 787 [24
Nonqualified notices . 1,006 267 143 2,343 725 117 68 - 294 -
Other property..... 45 4,043 1,152 460 485 129 2 43 2 79
Other deductions... . 2,933 3,872 9,321 6,559 8,200 1,008 1,623 636 4y t0 3,501

Net income........ 186 €10 1,645 1,200 6,348 348 189 82 418 411

Net deficit.... -24 -193 -151 -239 ~231 -93 -L44 -39 21 -7

Deductions after net income:

Dividends paid on capital stock........... Veseennas 160 267 931 256 849 198 15 76 351 289
Nonpatronage income allocated to patrons . 18 32 280 564 4y247. - - - 9 27
Net operating loss carryforward........ . 4 23 58 26 5 7 30 6 47 68
Dividends received deduction............ - 5 (&) 5 27 - ) _ &) _

Taxable income.....ceseeees PR PP 4 285 376 349 1,221 143 145 (*) 12 26

Income itax before credits. 1 86 128 110 454, 41 32 (1) 3 8
Investment credit....... 1) 6 1 19 20 1 (1) (1) 5}

Income tax after credits................ 1 80 127 9 434 40 32 ) 3 8

Total assets Cresans 29,789 775744 151, 646 55,267 135,971 13,976 19,059 6,049 37,131 27,013
Cash...-.. e, e 3,707 65591 7,509 4,684 9,671 1,659 1,123 395 2,478 1,884
Notes and accounts receivabdle.. . 5,380 16,473 23,493 11,120 11,965 1,032 5,790 1,633 8,096 45292
Less: Reserve for bad debts... . 110 634 970 3 159 43 12 62 19 159
InVentories....oeeees .. . 2,699 11,483 31,444 10,998 20,549 4,223 3,274 ' 1,325 8,430 4,295
Other current assets......... . 431 606 1,396 809 3,958 94 232 62 578 74324
Investments in Govemment obllgatlcns . 19 868 1,862 23 2,437 457 - 11 602 3
Other InVeSUMentS .. eoeeecroranereoerenneesscronasnseocannss 7,847 9,145 45,928 5,177 18,796 1,049 1,228 723 2,324 1,200
Depreciable assetS........ PP 18,018 53,201 78,601 41,159 109,519 7,89 131,615 3,380 12,980 14,586
Less: Accumulated amortization and depreciation. ces 9,371 21,464 38,488 20,034 42,437 3,222 4,716 1,866 5,046 7,195
Depletable assetS.c.covrineacrsnnnenaoianes - - 5,396 - - - 5 - - -
Less: Accunulated depletion... . - - 1,054 - - - (1) - -
Landieeevoiiiirianeonannons 396 1,141 352 479 874 765 235 104 449 164
OLBOT BSSELS.cerrreeranrernuasronrosnsasesesansssonesosanes 773 335 520 882 798 70 285 344 6,260 618

Total liabilities.......... e e s 7,533 41,081 37,591 25,152 61,526 5,930 11,050 2,173 19,816 13,076
Accounts payeble.......eveeiiienanan. . 4,159 17,754 17,409 5,365 11,215 657 5,196 641 7,712 3,117
Mortgages, notes, and bonds p&yable in less than one year, 1,259 5,346 5,345 5,059 9,947 4,040 2,847 878 887 n7
Other current liabilities......... e ieeere i e . 818 2,711 4,312 4,250 12,512 228 696 134 216 75397
Mortgages, notes, and bonds peyable in one year or more... 827 11,790 14,023 7,091 16,957 883 2,256 436 2,771 1,804
Other liabillt].es fheectreeranan. [ veare. 470 3,482 845 3,386 10,894 122 55 85 8,222 41

Net worth......... F .. 22,256 36,663 109,712 30,116 Ty bss 8,046 8,010 3,876 17,315 13,937
Preferred stoCKe.soveeovroocrase 2,616 21,571 23,065 3,740 11,568 334 1,486 587 5,901 2,573
Part-paid stock. . 82 14 3,613 15 1,709 14 - - - -
Common stock. . . 917 2,71 67,694 1,839 22,040 4,605 145 1,380 130 5,754
Paid-in or capital surplus. .. . 2,337 587 482 1,453 4,601 -591 18 39 1,626 76
Reserves, total..... . 16,303 11,681 14,858 23,069 34,529 3,683 6,261 1,870 9,657 5,534

Patrons equity. . 16,063 4,252 9,706 17,071 22,294 749 5,330 1,690 1,327 2,259
Other reserves. . 134 -2,180 3,595 4,104 6,781 1,442 93 93 1,436 2,346
Total ONly ShOWIesoorssvnsanncnsnersocasonssonnnsorannss 107 9,608 1,557 1,89 5,454 1,492 839 87 6,895 929

Footnote at end of table.
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Table 12. —EXEMPT COOPERATIVES: INCOME STATEMENT AND BALANCE SHEET BY STATE—Continued
North North . . South South
New York Carolina Dakota Chio Oxlahoma Oregon |Pennsylvania Carolina Da‘lzota Tennessee
(31) (32) (33) (34) (35) (36) (37) (38) (39) (40)
Number of returns, by commodity marketed, total............. 327 66 332 134 75 82 155 19 143 123
Cotton........ .. - - - - 34 - - 1 -
Dairy pmducts ves 47 15 19 20 3 22 26 2 23
Fruits and vegetables.... veene . 12 4 1 7 - 17 10 2 -
- - 219 45 22 11 - - 83
&5 33 14 5 3 2 39 7 3
- - - - 2 3 - - -
5 - - - - 1 6 1 2 -
- 4 - - - - 1 - - 8
- - - 1 - 1 21 - - -
Other crops............... 2 1 - - - 1 1 - 2 1
Farm supply and general service 195 6 79 52 11 21 46 2 29 97
Undetermined........ PP e 1 3 - 4 - 3 5 4 1 1
{Thousand dollars)

Total Teceipts.. ... ... .. 784,944 107,640 184,365 384,931 136,290 201,78ﬂ 184,754 1,462 87,181 114,852
Business receipts. . .- 475,912 106,872 176,442 374,774 133,397 197,043 177,442 1,393 83,769 112,361
Domestic stock d1v1dends ehgible for deductmn . 17 - 2 117 55 4 145 - 4 13
Other stock dividends......... heeeneaaes e .. 12 3 1 197 70 9 61 ) 3 252
Interest on U. S. Govermment obligations.. . 87 - (1 12 1) - 25 - - [}
Other interest P cenean 926 20 237 840 69 611 146 1 98 79
Rental income.. . . . 1,107 96 76 813 147 270 115 8 72 133
Net gain from sa.les of capltal assets e . 60 23 6 317 6 78 21 - 2 24
Net gain, sales of property other than capltal assets . 1 1 7 37 1 32 3 - 4 -
Patronage dividends received..... eeerainaaaaes ceean 134 23 2,259 414 721 843 795 - 866 719
Other income...... [P .. . 6,688 601 5,335 7,412 1,825 2,894 6,001 59 2,364 1,269

Total deductions before net income....... P I ves 483,292 109,613 183,876 383,066 135,468 201,488 183,598 1,473 87,001 113,867
Cost of sales and operations.............. 437,103 87,973 164,304 354,930 127,275 168,793 160,318 1,236 78,742 104,193

Beginning inventory.... 13,778 337,456 62,764 27,421 5,803 23,116 10,146 14 19,534 8,432
Merchandise bought.. 379,140. 182,283 154,341 317,503 123,238 124,024 114,884 1,093 73,347 86,101
salaries and wages 29,785 7,988 7,236 21,750 4,324 20,332 17,976 93 4,026 6,054
Other costs.... 18,418 22,598 4,393 5,633 1,753 19,763 21,582 19 —424 2,584
Ending inventory..... 14,369 463,596 64,677 27,123 8,113 22,179 10,924 20 19,242 10,985
Total Oy SHOWD. .« evescerecenss 10,351 1,244 247 9,746 270 3,737 6,654 37 1,501 12,007
Compensation of officers..... 312 120 97 542 24 426 671 16 49 299
Charitable contribution... 13 3 85 7 21 3 8 (€3] 11 2
651 302 189 999 92 609 1,164 3 94 249

1,514 379 558 1,121 296 1,964 989 9 237 292

464 148 68 666 55 542 165 4 41 257

Interest paid.. 2,544 14,249 473 1,761 474 1,670 872 3 347 519
TAXESeavrsersan 2,655 648 1,116 2,621 724 3,030 1,350 8 567 607
Amortization 45 4 N 29 - 22 117 - - 17
Depreciation. . 5,305 1,344 2,326 4,214 1,576 3,546 2,914 35 1,220 1,874
Depletion... - - - - - 10 - - - -
Advertising.... . 1,059 432 322 963 197 1,232 1,242 1 182 462
Pension plan contrlbutmns eeeeeaa, 471 174 98 717 95 263 440 - 30 9%
Other employee benefit plan contrl‘outmns 185 160 89 234 41 612 216 - 3o 6
Net loss, sales of property other than capital asseis..... 498 8 14 9 8 4 113 - 4 2
Patronage dividends pald total.... 7,807 578 7,862 3,487 2,511 6,138 2,676 28 3,061 2,470
Cash..veernvascernanraeneus 1,527 108 2,039 1,193 1,451 2,116 728 1 921 455
Qualified notices. 610 301 3,193 979 681 2,253 519 5 520 1,197
Nonqualified notices. 5,329 94 2,345 471 46 950 753 - 1,443 738
Other property.... 340 75 284 844 332 818 676 23 177 80
Other deductions. 22,664 3,093 6,275 10,765 2,080 12,624 10,343 129 2,380 2,526

Net income......... 2,429 378 656 2,460 916 619 1,395 9 283 1,096

Net deficit........ =777 -2,351 -168 -594 <94 =321 =240 =21 -104 -111

Deductions after net income:

Dividends paid on capital stocK.s..oevvenvrarninianennnans 517 305 140 1,561 570 229 1,063 - 95 798
Nonpatronage income allocated to patrons 230 - 286 194 4 76 11 - 59 37
Net operating 1oss carryforward........ . 527 13 28 385 10 42 49 9 ) 24
Dividends received deduction. . 13 - 2 95 4t - 14 - 2 -

Taxable income...... - 1,144 60 201 235 287 271 258 H 126 238

Income tax before credits 343 17 58 7 105 122 90 &) 42 66
Investment credit...... 20 2 2 14 3 6 26 3 )

Income tax after credits............. . 323 15 50 57 102 116 64 ) 39 66

Total assetsS...o..eev.nn Perreanen. veen 181,940 485,435 146,754 141,673 45,830 109,458 85,316 1,105 50,759 74,755
CaSh. trvrnransns e 8,974 1,307 6,767 9,753 1,898 4,791 4,577 81 3,537 3,992

< Notes and accounts receivable . 89,560 4,425 20,245 34,029 6,447 24,336 19,200 60 - 5,333 10,376
Less: Reserve for bad debts. . 204 51 614 948 35 1,533 322 5 147 739
INVENtOTies .o nverenrrnsas e . 18,159 463,957 65,890 28,269 8,246 26,877 13,537 375 19,552 27,989
QOther current assets. ens 1,634 244 2,968 1,149 107 1,626 1,474 15 1,022 . 884
Investments in Government cbhgauons 3,369 2,006 3 937 481 73 663 - - 122
Other investments. e . 9,475 641 11,749 23,720 10,468 10,548 11,460 24 4,742 7,541
Depreciable assetS........ . . 79,479 19,962 52,956 76,255 37,532 74,240 54,130 740 23,236 26,892
Less: Accumulated amortization and depreciation . 35,749 8,862 23,313 36,538 20,009 37,778 23,053 213 9,263 7,164
Depletable assetS...oeeveeroaas - - - - - 733 - - - -
Less: Accumulated depletion. - - - - - 239 - - - -
T 1,237 1,487 360 3,157 440 2,533 1,597 26 264 1,470
Other assets... 6,007 320 9,743 1,892 255 3,251 2,052 1 2,483 3,390

Total liabilities.. 106,691 510,319 90,134 70,781 11,445 49,075 34,495 639 28,003 41,799
Accounts payable. 24,062 2,952 59,318 29,161 2,453 11,556 12,917 457 14,349 5,286
Mortgages, notes, and bonds 10,273 451,595 1,305 7,063 2,433 15,693 6,806 19 909 6,048
Other current liabllities. 23,605 52,937 24,420 3,333 2,085 7,556 1,660 10 8,170 3,428
Mortgages, notes, and vonds 46,630 2,372 2,697 27,973 2,964 7,987 11,715 137 2,718 26,008
Other liabilities....c..eoecenes 2,122 464 2,393 3,251 1,509 6,283 1,397 16 1,858 1,028

Net worth..... el e . 75,249 -24,885 56,620 70,892 34,386 60,382 50,821, 466 22,756 32,956
Preferred stock... . R 11,158 5,205 1,636 36,645 1,302 4,831 19,123 178 1,264 19,515
Part-paid stock 10 4 16,115 558 147 188 573 - 3,256 50
Common Stock. ..« 4,742 6,148 23,99 18,039 17,680 2,932 11,312 72 7,725 592
Paid-in or capital surplus 985 1,098 1,473 995 447 8,802 1,883 28 224 373
Reserves, total..........- 58,335 -37,338 13,402 14,654 14,810 43,630 17,930 188 10,287 12,425

Patrons equity.. . 37,445 4,508 11,529 9,675 2,858 23,571 10,222 179 7,549 6,987
Other reserves.. . 4,972 =223 376 3,038 2,479 -13 3,567 ~56 797 1,109
Total only ShOWN....crerorerencareaaaronnanes 15,938 -41,623 1,497 1,941 9,474 20,073 4,141 €6 1,941 4,329

Footnote at end of table.
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Table 12.—EXEMPT COOPERATIVES: INCOME STATEMENT AND BALANCE SHEET BY STATE—Continued
. . Washington West .
Texas Uteh Vermont Virginia |ang pleska V_irgi_n_ie Wisconsin Wyoming
(41) (42) (43) (44) (45) (46) (47) (48)

Number of returns, by commodity marketed, total.........c.....cveiavanins eivereaeans 390 15 18 192 177 16 375 9
[o1c] 37 PR 254 - ~ - - - - -
Dairy products..... & 3 11 16 i3 2 182 2
Frults and vegetables.. 7 - - 4 49 1 2 -
Grain.......... 45 2 - 2 31 - - -
Livestock. 3 1 3 13 4 4 111 1
Nuts...... 1 - - - - - - -
Poultry. 1 2 - 3 - - 1 -
Tobacco. - - - 4 - - - -
Wool.... - 1 - 1 1 2 1 -
Other crops....... 14 1 - - 6 - 3 3
Farm supply and general serv1ce . 50 5 3 149 68 7 70 1
Undertermined......... PR eesersereananas 9 - 1 - 5 - 5 2

(Thousand dollara)

Total receipts..... T e e 353,532 86,243 31,419 233,606 401,136 2,7% 374,466 5,151
BUSINESS YeCEiptS.crresrrrrurens e e e et .. 337,840 85,312 31,269 226,835 391,232 2,745 369,717 5,021
Domestic stock dividends eligible for deducuon. [P 33 88 () 152 6 2 3 -
Other stock dividendS..eeeeeeeveeseccnrnroneas 493 3 (1) . 1,014 465 4 31 )
Interest on U. S. Goverrment obligations..... 11 - 1) 1 14 (&) 23 -
Other interest....c.eecueencureennns 278 50 16 1,049 1,089 2 450 3
Rental income.......... ceeaaes e PO e 884 41 31 203 454 o2 247 (&)
Net gain from sales of capxtal BSSEES . crerarrrrrcnnaans .. 19 9 2 22 271 (©)] 48 -
Net gain, sales of property other than capital assets 15 1 ) 14 145 - 65 -
Patronage dividends received P e 4,768 73 3 1,844 2,661 18 2,661 39
Other income........ e e e et ... 9,192 664 97 2,473 4,798 23 1,221 88

Total deductions before net INCOME....ivrsocerrisertontrecrorrestoresecoanencarnanes 353,166 86,021 31,548 231,206 399,275 2,777 373,795 5,171
Cost of sales and operationS.......o.cuvsne 305,743 80,144 29,553 210,613 352,240 2,498 336,424 4,726

Beginning inventory... . 8,042 3,095 464 19,445 22,708 195 13,139 439
Merchandise bought.. 275,686 60,613 26,533 191,200 307,055 1,811 285,992 2,457
Salaries and wages. 18,272 2,744 1,373 14,843 32,371 367 27,772 286
Other costs...v..... 5,765 6,592 1,464 4,204 10,500 308 18,411 497
Ending inventory.... 7,401 3,237 522 19,455 23,286 198 13,345 436
Total only shown....... 5,379 10,337 241 376 2,892 15 4,455 1,483
Compensation of officers.... 482 120 12 479 €72 12 387 5
Charitable contribution............. 12 1 ) 6 2 1 8 (1)
Rents paide.c.vveeereeans 582 30 9 166 267 4 389 2
Repairs....... 3,303 160 4 497 1,643 13 1,478 17
Bad debts... 403 87 7 368 709 2 170 12
Interest paid... 1,814 7 48 1,612 2,639 11 598 29
Taxes. 1,958 186 136 1,621 4,606 40 2,447 27
Amortization.. 30 - - 2 2 - (1 -
Depreciation.. . 8,077 493 294 2,645 5,704 57 4,488 52
Depletionescerernrocnsscennnss Ceaeeean ecsesareecesaereaessatannann P P - - - - - - - -
Advertising........v0vnenn e . e teaai ey 616 250 16 365 1,241 12 1,084 11
Pension plan contrxbutmns. . 224 35 9 344 547 - 623 -
Other employee benefit plan contrlbutmns. . 29 106 21 101 886 7 756 -
Net loss, sales of property other than capital assets..-.. 42 - - 45 40 (&3] &0 1
Patronage dividends paid, total.............. 16,115 1,986 204 4,227 13,883 15 8,535 95
[ et 5,895 (1) 89 921 3,671 g 2,181 3
Qualified notices..... .. 6,445 317 28 307 7,186 - 2,378 12
Nonqualified notices.... 2,224 1,669 35 1,241 1,131 2 2,195 64
Other property..... 1,551 - 52 1,758 1,895 5 1,781 17
Other deductionS............ e beeereeeeearenaes 13,736 2,347 1,166 8,114 14,192 105 16,349 193

Net income....... e [ 1,378 245 22 2,739 2,165 26 1,124 6

Net deficit......... e -1,012 -24 -151 -339 ~304 -8 ~453 -26

Deductions after net income:

Dividends paid on capital stoCK........ccevvenns e iadereaeee e ereeaen ean 592 42 7 2,389 1,687 21 662 6
Nonpatronage income allocated to patrons vee Ceeeereane 282 - - 7 318 (1) 258 -~
Net operating 10SS CArryforward........... 159 98 - 156 39 3 57 (1)

Dividends received AEAUCEIOT« « + s v v ssososoaes s e, eeveenaas 3 75 - 122 5 1 M ~

Taxable iNCOME...cvvvvunnnensen e 341 31 15 123 118 1 146

Income tex before credits. 95 9 4 37 34 (1) 4 (&3]
Investment credit.... 14 1 4 1 2 ) 4

Income tax after creditS............. 81 8 ) 36 32 ) 37 (1)

Totel BSSetS..creneonnnrs e, 169,127 27,760 6,814 134,767 183,750 1,265 119,129 2,958
Cash....... . J 14,172 1,415 1,108 4,611 13,608 75 13,006 79
Notes and accounts receivable.. 21,515 9,360 |- 2,441 39,487 41,583 259 24,560 600
Less: Reserve for bad debts... 561 292 188 112 1,219 9 870 25
Inventories........c.coevn 8,834 3,857 573 29,128 25,583 202 14,560 674
Other current assets.. 2,994 224 190 490 2,99 2 2,876 13
Investments in Government obllgauons 2,150 327 i8 12 394 3 1,100 -
Other investments............. Cearenan 25,100 5,086 215 26,132 21,831 180 21,272 475
Depreciable 8SSe1S . .ceenseeriacrcersonannse 135,699 12,168 4,633 50,792 128,388 1,044 78,173 2,283
Less: Accumulated amort:.zauon and deprecmnon 61,774 4,937 2,364 21,903 58,195 550 37,882 1,201
Depletable assets.......co.une - - - - - - 98 -
Less: Accumulated depletion - - - - - - 5 -
Land..... v 3,771 271 120 3,241 3,260 31 1,258 37
Other assets.............. et ereerere et 17,228 282 68 2,889 5,520 29 984 23

Total liabilities....... eeedseiiariaans L iererirrecanenas 57,871 7,725 4,115 53,855 52,159 417 43,831 1,216
ACCOUntS Payeble.....ceeeusoeoes O P e . 10,830 2,561 2,925 8,205 22,054 158 21,581 349
Mortgages, notes, and bonds payable in less than one year... 8,507 3,252 182 10,394 9,189 9 5,452 441
Other current LiabilitieS....c.c...... it 18,693 680 118 2,511 8,527 16 6,542 38
Mortgages, notes, and bonds payable in one year or more. 18,026 824 622 27,107 8,580 20 6,818 335
Other liabilities. 1,815 407 268 5,638 3,809 132 3,437 53

Net WOTthrsarnenrscnnnirns 111,256 20,035 2,699 80,912 131,591 848 75,298 1,741
Preferred stock........ 49,639 5 647 21,426 10,770 227 19,073 ™
Part-paid stock. 347 - 14 - 25 - 1,024 69
Common stock. ... 4,286 90 483 26,192 27,473 371 24,730 51
Paid-in or capital 7,816 270 154 4,031 1,231 83 2,985 3€
Reserves, total......... 49,169 19,670 1,402 29,264 92,092 168 27,486 884

Patrons equity.... 37,590 19,576 381 17,049 68,552 87 23,168 38C
Other reserves... 3,303 3 294 2,881 11,636 8 2,847 -1C
Total only shown.. 8,276 92 727 9,334 11,904 73 1,470 514

1less than $500.

NOTE: No exempt returns were filed in Delaware, Rhode Island or the District of Columbia.






Related Statistical Studies

There are many associations other than farmers’
marketing and purchasing cooperatives formed by, or
for, farmers to improve their lives and livelihoods
(e.g., rural electric, telephone, and health cooperatives
and cooperatives providing insurance and credit serv-
ices.)” Banks for cooperatives are of particular interest
because 98 percent of the $757 millionin their loans out-
standing on June 30, 1964, were to farmers’ marketing
and supply cooperatives, The total interest earned by
these banks was $38 million in the year ending June 30,
1964. More than $8 million of this interest was rebated
to farmers’ cooperatives in the form of patronage divi-
dends in direct proportion to the amount chargedon their
loans.®

Farmers’ production credit associations also perform
important financial services in the cooperative system,
Unlike banks for cooperatives, however, their services
are focused on the cooperative’s patrons and not the co-
operative itself. ‘‘In several farm credit districts, co-
operatives have made arrangements to provide credit for
their members through working agreements with produc-
tion credit associations.”’’

PATRONAGE DIVIDENDS RECEIVED

Goods flowing within the cooperative system from
wholesale to retail may be handled or sold several
times, first to a local marketing cooperative, then to a
regional marketing (and supply) cooperative of which the
local cooperative is a member. For produce suchas feed
grains the goods may be again resold within the coopera-
tive system to suppliers and theninturnto their farmer-
patrons.'® - Patronage dividends may be paid as a result
of any or all of these sales; the first and last to individ-
uals and other noncooperative patrons, the others to the
cooperatives themselves, In this sense then, patronage
dividends received are a measure of both intercoopera-
tive business and of business done by cooperatives with
their noncooperative patrons, principally farmers. Thus
the $52 million received by exempt cooperatives in
patronage dividends is a dollar measure of the business
done with other cooperatives and banks for cooperatives.
Because there is a lag in receiving such income it-often
represents business done in a prior year.

For individuals filing Forms 1040 for 1963, patronage
dividends were also rabulated if shown on schedule F

"See Agricultural Statistics--1965 (Washington: U. S. Govemment Printing
Office, 1965), p. 464, for estimates of the number and membership of these
kinds of associations.

831st Annual Report of the Farm Credit Administration on the Work of the
Cooperative Farm Credit System, 1963-64 (Washington: U. S. Govemment
Printing Office, 1965), pp. 55-60 and p. 128.

°Ibid., p. 55. _

0F stimates based on statistics provided by the Farmer Cooperative Serv-
ice for the fiscal year ending June 30, 11964, Statistics of Farmer Coopera-
tives, 1963-64: General Report 134, p. 3, show that about 25 percent of the
total volume of goods and services of farmers’ marketing and purchasing co-
operatives was intercooperative business.

(Farm Income and Expenses) as income. The total
amount of such dividends was $171 million,!" This
figure, for a number of reasons, is not an estimate of
the total patronage dividends from farmers’ marketing
and purchasing cooperatives received by noncooperative
patrons in 1963: (1) Nonqualified notices received are
generally not considered income unless redeemed in
money or money’s worth, (2) Nonfarmers do not file
schedule F and thus any patronage dividends received by
them are included in other income on Form 1040 and are
not available separately. (3) Rebates from farm supply
cooperatives for goods purchased for personal, rather
than business use, are not income for tax purposes.
(4) Rebates from supply cooperatives on purchases of
equipment are adjustments to the cost of suchpurchases,
rebates on current business expenses may have beer
shown as downward adjustments to those expenses rather
than as income. (5) Individuals receiving nominal amounts
of patronage dividend income may not have reported their
in such a way that they could be identified, (6) Patronage
dividends received by estates, trusts, partnerships anc
incorporated farms are not included.

FARMERS' MARKETING AND PURCHASING
COOPERATIVES REPORTING TO THE U. 8.
DEPARTMENT OF AGRICULTURE

For fiscal years ending July 1, 1963 through June 30
1964, the Farmer Cooperative Service, U.S.D.A., as ¢
result of its annual survey reported that there were
8,847 marketing and purchasing cooperatives serving
farmers, handling a total of $19.3 billion in goods an
services,"

The number of returns in the present report, 8,595
does not differ greatly from the number of cooperative:
reporting to F.C.S., and total volume of business, assum-
ing that the relationship between total services and busi.
ness. receipts holds for all returns, is roughly similar tc
total services. However, there are great differences ir
coverage: (1) There are differences in period. (See
table 2.) (2) The unit of enumeration in F.C.S. statistic:
is the cooperative, (3) Their survey isbasedon a maile
questionnaire and, like all such voluntary surveys, it
subject to nonresponse, (Although this is ‘minor in an
year’s survey--less than 6 percent in the 1963 survey--

it can be progressive.) (4) Dairy-herd:ir
artificial breeding, ing, and harvest labor coopera.

Tives, .

are excluded. (by_definition) fron
é’w (5) Form 1120 returns for coopera
gves were not included in the present tabulations unles:
they identified themselves as farmers’ marketing o:
purchasing cooperatives, (6) Cooperatives included i

U.S.D.A. statistics for which returns were filed on retur!
forms other than Form 1120 or Form 990-C (Form 99

WSsatistics of Income--1963, U. S. Business Tax Returns, table 9.
YStatistics of Farmer Cooperatives, 1963-64: General Report 134, p. 3.
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for example) were not tabulated. (7) Cooperatives for
which no returns were filed during the period covered
by this report were, of course, also missed.

"Although not the usual case, one cooperative may be
represented by more than one return, A coopérative may
have separately incorporated subsidiaries and returns
may be filed for each. Only nonexempt cooperatives are
allowed to file consolidated returns, (There was one co-
operative in the nonexempt filings that was represented
by a consolidated return.) If a cooperative changes its
accounting period or merges with another cooperative,
two or more part-year returns may be filed,

Of the 5,574 returns for exempt cooperatives, more
than 400 returns were identified as being filed for co-
operatives excluded by definition from F.C.S, statistics:
Nearly all of the 294 livestock breeding associations, 17
cooperatives engaged solely in dairy-herd-improvement
activities (included in the category ‘‘Miscellaneous dairy
cooperatives’’), 68 harvest labor cooperatives, and 25
grazing associations (included in the category ‘‘Miscel-
laneous general services’’),

Only estimates for farmer’s marketing and purchasing
cooperatives for which income tax returns were filed on
Form 990-C in 1964 or Form 1120 for accounting periods
ending July 1, 1963 through June 30, 1964 are presented
in this report. Cooperatives included in the U.S.D.A.
estimates but exempt under Section 501 of the Internal
Revenue 'Code (and required to file on Form 990) were
excluded,

Estimates for nonexempt cooperatives were basedona
sample of 387 returns drawn to represent all corporations
reported as being farmers’ marketing and purchasing co-
operatives. It is likely that some cooperatives classified
by the U.S.D.A. as farmers’ marketing and purchasing
were not included, chiefly because they were not reported
to the Internal Revenue Service as such,

For some States the number of exempt returns ex-
ceeds the total number of cooperatives reported by the
Farmer Cooperative Service as having headquarters in
those States. For example, table 12 shows 192 exempt
returns filed in Virginia; however the 1963-64 report of
the Farmer Cooperative Service showsonly 174 coopera-
tives with headquarters in Virginia." (Only four non-
exempt returns fell in the sample of Form 1120 returns
in Virginia, so no good estimate of the total number of
nonexempt returns filed in that State is available.)
Differences of this sort are due to the basic differences
in coverage between the present report and that prepared
by F.C.S. Another factor not yet discussed is the dif-
ference between the cooperative’s tax home and the State
in which the headquarters are located. While these are
usually the same, they can differ notonly from each other
but also from the State in which the activity principally
occurs,

The Dairy Husbandry Research Branch, Department of
Agriculture, provides statistics on dairy-herd-improve-
meni associations and artificial breeding associations,
Statistics from this source for 1964 show 1,424 associa-
tions engaged in dairy-herd-improvement (milk and
butterfat testing, etc.) and 44 artificial breeding associ-
ations, not all of which were cooperatives, engaged in

Bibid., p. 21.

supplying semen.” The actual number of associatior
providing artificial insemination as distinct from seme
suppliers is not shown in U.S.D.A. statistics. The cu:
rent report includes 294 exempt returns for livestoc
breeding associations nearly all of which provided art
ficial insemination, Twenty of these returns were fc
associations identified in the Dairy Husbandry Researc
statistics as semen suppliers. These 20 exempt coopers
tive returns reported nearly $17 million in busines
receipts and $11 million in total assets and financial
are the important segment of the breeding associatior
included in the statistics,

Only 17 Form 990-C returns, included in the categoz
‘“Miscellaneous dairy cooperatives,’”” were specifical
identified as dairy-herd-improvement association!
Many other dairy and livestock cooperatives engaged |
dairy-herd-improvement but were classified elsewhe:
because it was not their principal activity.

HISTORICAL STATISTICS

The previous report in the Statistics of Income serie
for Farmers’ Cooperatives was for 1953 and it covere
cooperatives with accounting periods ending July 19:¢
through June 1954, Since that time, there have bee
many changes in the tax structure and rates. Rece!
examples were the 7 percent investment credit and tt
new provisions of the law affecting the deductibility
patronage dividends.,” Some historical comparisor
are, however, worthwhile, For this purpose sever.
tables originally presented in the 1953 report are show
again, Differences in usage and classification from 19:
to 1963 are discussed below and should be carefully note
before making comparisons,

While the number of cooperatives and the division be
tween those which are exempt and nonexempt change
little from 1953 to 1963 the average amount of busines
done by cooperatives, as measured by business receipt
has nearly doubled, The number of exempt returns re
porting business receipts of $500,000 or more h:
increased from 30 to 40 percent. Assets owned by cc
operatives have more than doubled. In 1953 less than
percent of the cooperatives had total assets of $500,0
or more. In 1963 more than 20 percent were above th
level, (See chart G.)

Not only did cooperatives grow in size but they al
became more diversified, Of the returns for exempt ¢
operatives for which the type of service could be dete
mined, better than half (52.9 percent) were engaged
both marketing and purchasing in 1963 as against 4.
percent in 1953. While the proportion of returns f
cooperatives engaged in some marketing remained nea:
constant (64.9 percent in 1953; 65.7 percent in 19t
the proportion engaged in some purchasing increas
from 59.0 to 70.4 percent.

“Dairy-Herd-Improvement Letter: March 1964, ARS-44-138 (Vol. 40,
2), issued April 1964. ’

Dairy-Herd-Improvement Letter: April-May 1965, ARS-44-158 (Vol.
No. 3), issued June 1965. ’ :

BFor a complete synopsis of the changes in the law from 1953 to 1
see Statistics of Income--1960-61, Cormoration Income Tax Ret
(Washington: U. S, Government Printing Office, 1963), pp. 319-327.
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L 3
Chart G. - Percent Distribution of Number of

Returns, by Size of Total Assets and by Type
of Service, 1953 and 1963

{Exempt and Nonexempt Cooperatives)

Size of total assets

1953

$250, 000 under $500,000 or
SSO0,000 ) . more,

Under $50,000 under
$50,,000 $250,000

53%.

Type of Service (if identified)

Marketing and Other
Purchasing Services

Marketing Purchasing
" Oaly Only

Terms Used in His.torical Tables

Number of Returns

Excluded were returns for inactive organizations.
Also, for 1963, if two or more full-year returns were
filed for the same exempt cooperative, only the return
with the latest accounting period was used. If the co-
operative was represented by both a full-year and a
part-year return, only the full-year return was used,

Total Receipts

Business receipts, patronage dividends received, rents,
interest, dividends on stock, gains from sales of assets
and other receipts, All nontaxable income was excluded
except, for 1953, a small amount of tax-exempt interest
on certain Government obligations was included for
nonexempt cooperatives,

Business Receipts

Gross sales less returns and allowances or gross re-
ceipts from operations. For 1953, business receipts may
‘have been reduced by patronage dividends paid for some
purchasing cooperatives.

Patronage Dividends Received

Dividends, rebates and refunds received on business
done with other cooperatives and banks for cooperatives.

Deductions Before Net Income

Cost of goods sold and operations, patronage dividends
paid, rents paid, repairs, bad debts, interest and taxes
paid, contributions, losses, depreciation, depletion,
amortization, advertising, compensation of officers,
losses on sales of property other than capital assets,
and amounts contributed under pension and other employee
benefit plans.

Cost of Sales and Operations

Merchandise bought net of inventories, all identifiable
amounts of salaries and wages for 1963 but only salaries
and wages included in ‘‘costs’’ by the taxpayer for 1953,
and other direct costs of production and-distribution,
Identifiable amounts of taxes, depreciation, depletion,
amortization, advertising and contributions to pension and
other benefit plans were excluded, For 1963, identifiable
amounts of patronage dividends paid, rents, and com-
pensation of officers were also excluded.

Patronage Dividends Paid

A deduction for amounts paid or allocated by a coopera-
tive to the account of a patrononthe basis of the business
done with or for such patron, For 1953, not all such divi-
dends paid were included in the deduction; only that por-
tion which was not shown as a reduction of business re-
ceipts or an addition to costs was included.

Net Income

Total receipts less costs of sales and operations,
patronage dividends paid and other current operating
expenses,

Deductions After Net Income

Dividends paid on capital stock, nonpatronage income
allocated to patrons and net operating loss carryforward
were essentially the same for 1953 and 1963 except that
for 1953 the reported amount was used and not just the
deductible portion,

Income Tax Before Credits

The normal tax, surtax and alternative tax payable
under the 1939 Code or the 1954 Code,

Total Assets ' -

Cash, notes and accounts receivable (less reserve for
bad debts), capital assets, inventories, investments anc
other current and noncurrent assets at end of year bool
values. For 1953, total assets were tabulated for-all full-
year returns with usable balance sheets., For 1963, alsc
included were certain balance sheets on part-year re
turns and for some nonexempt cooperatives the amoun
of total assets was inputed from the income statemen
shown on the return,
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Inventories Capital Assets

The book value of suchitems as raw materials, finished

Land, depreciable and depletable assets net of ac-

and partially finished goods, merchandise on hand or in cumulated amortization, depreciation, and depletion.
transit, etc,
Table 13.—HISTORICAL SUMMARY 1953 AND 1963
1953 1963
Item Nonexempt Exempt Nonexempt Exempt
Total cooperatives | cooperatives Total cooperatives | cooperatives
(1) (2) 3) (4) (5) (6)
NUDDET Of TELUINS e erensrroennnonerenns e P 8,311 3,170 5,141 8,595 3,021 5,574
(Thousand doliars)

Total receipts.. e, et ... 7,418,858 2,487,752 4,931,106'| 13,877,172 4,937,300 8,939,872
Business receiptS........... 7,336,860 2,460,606 4,876,254 13,515,688 4,813,622 8,702,066
Patronage dividends received. . 19,815 : { 52,008
Balance of receiptS-v.ceveenneevroeresrsananecannecanaan } 61,998 27,146 35,037 61,484 123,678 185:798

Deductions before net income, total...coveiiinenenrannceannnn eesrrrastenaan heraessreneanaan . 7,388,465 2,465,666 4,922,799 13,827,186 4,907,884 8,919,302
Cost of sales and OPErAtiONS«.ccsceceuvecracnorerartnocnons PN re i e bt eetaneaaan . 6,489,732 2,226,975 4,262,757 12,430,651 4,441,450 7,989,201
Patronage dividends paid.... . . e 160,996 { 227,017
Balance of GedUCTIONS .. «ns.rsesonnses R . } 898,733 238,691 499,046 1,396,535 466,434 703,084

Net income (less deficit)....... el U, e e, e 30,393 22,086 8,307 49,987 29,416 20,571

Deductions after net income:

Dividends paid on capital StoCK...seevesvranss S. PR . e et rsareaaaes 9,532 (1) , 9,532 20,246 (1) 20,246

Nonpatronage income allocated to patrons. 5,733 (1) 5,733 10,388 (1) 10,388

Net operating loss carryforward....... . . 2,347 1,387 960 6,754 2,932 3,822

Dividends received deduction..... et e et ettt e aeaaas eeeeeas (2) (2) ?) 2,070 1,412 658

Income tax before credits.....ccoviiiirniieiiiiiiioninorecscnnns PPN Ceeetereerecnieiebeaaaas 9,835 9,196 639 16,510 14,158 2,352

Returns with balance sheets:

Number of returns.......o..oveau. 7,720 3,007 4,713 8,123 2,899 5,224

(Thousanddoilars)

Total 8SSEtSecrrueerennnns PR e s e e 2,638,159 832,521 1,805,638 5,991,534 1,926,979 4,064,555
Capital assets ... 864,242 279,908 584,334 1,785,040 653,973 1,131,067
Inventories 607,478 177,569 429,909 1,567,581 388,858 1,178,723
Balance of assets. 1,166,439 375,044 791,395 2,638,913 884,148 1,754,765

INot applicable. 2Not availabie.

Table 14.—HISTORICAL STATISTICS—1953: TOTAL ASSETS BY SIZE OF TOTAL ASSETS

]

Exempt and nonexempt

Nonexemp! cooperatives

Exempt cooperatives

cooperatives
i Total Total Total
Size of total essets Number of assets Number of asgets Number of assets
returns (Thousand returns ( Thousand returns ( Thousand
doliars) dollars) dollars)
(1) (2) (3) (4) (5) (6)
Totale...ovennn.. erriee s e s e, 8,311 2,638,159 3,170 832,521 5,141 1,805,638
2ero assets....... F et 591 (1) 163 (1) 428 )
$1 under $50,000. .. crcerunrenns 2,329 50,014 916 22,734 1,413 27,280
$50,000 under $100,000. 1,423 104,739 611 43,853 812 60,886
$100,000 under $250,000.. 2,171 352,032 917 147,168 1,254 204,864
$250,000 under $500,000.... 1,033 360,915 7 127,932 662 232,983
$500,000 under $1,000,000.. 434 302,151 109 76,534 325 225,617
$1,000,000 under $5,000,000. 272 519,023 68 130,236 204 388,787
$5,000,000 under $10,000,000.. 33 220,607 6 44,133 27 176,474
$10,000,000 under $50,000,000. 22 507,892 8 187,497 14 - 320,395
$50,000,000 under $100,000,000 2 102,809 1 52,434 1 50,375
$100,000,000 or more...... [ 1 117,977 - - 1 117,977
1Not applicable.
Table 15.—HISTORICAL STATISTICS—1953: NUMBER OF EXEMPT COOPERATIVE RETURNS BY TYPE OF SERVICE BY SIZE OF BUSINESS RECEIPTS
Business Number of returns by type of service
Number of ipts Market. and purchasing
Size of business receipts ;lenturng- receipts Marketing Purchasing .ing N Other Underter-
(Thousand only only Marketing | Purchasing services mined
dollars) predominant |predominant
(1) (2) (3) (4) (5) (6) (7) (8)
e 1 s 5,141 4,876,254 1,140 836 1,831 359 963 12
NO DUSINESS reCeiptS...rvevreenirneuenrearrarensennenens e 159 (O] 27 12 1 - 110 9
$1 under $50,000.... e P 989 14,070 195 98 60 10 625 1
$50,000 under $75,000. . 210 12,867 62 55 34 12 47 -
$75,000 under $100,000.. . 218 18,870 58 65 53 10 32 -
$100,000 under $150,000......... et e, e, 425 52,737 102 148 126 17 32 -
$150,000 under $200,000. ... uuereennnneennnnnraren 351 61,318 8 79 132 30 27 1
$200,000 under $250,000.. 303 67,522 77 89 107 22 8 -
$250,000 under $300,000.... 266 73,052 61 61 108 19 17 -
$300,000 under $400,000. 370 127,975 85 70 176 25 14 -
$400,000 under $500,000. 290 130,265 49 44 157 31 9 -
$500,000 under $1,000,000.. 741 523,632 143 77 406 85 30 -
$1,000,000 under $5,000,000.. 687 1,355,848 155 29 405 87 10 1
$5,000,000 under $10,000,000. 74 518,418 21 4 41 7 1 -
£10,000,000 under $25,000,000 e 36 562,556 15 2 17 2 - -
$25,000,000 OF MOT€+veronanenvarcnansronnan P PP, .. 22 1,357,124 8 3 8 2 1 -

1Not applicable.



Source of Data

Statistical information in this report was estimated
from a sample, selected before audit, of corporation
income tax returns, Forms 1120; for active nonexempt
farmers’ cooperatives and from all exempt cooperative
association income tax returns, Forms 990-C, filed in
the District Offices of the Internal Revenue Service and
with the Office of International Operations in the National
Office, The Form 1120 returns reflected the business
activities of the total number of corporations identifying
themselves as farmers’ marketing and purchasing co-
operatives with accounting periods ended July 1963

" through June 1964, The Form 990-C returns were those
filed in 1964 and generally represented the same ac-
counting period as the Form 1120 cooperatives (but see
table 2). o

The estimates for nonexempt cooperative returns were
based on 387 returns in the Statistics of Income sample
of nonexempt corporations. These estimates are shown
separately in the present report. In addition, these re-
turns are included with other nonexempt corporation
returns in the Preliminary Report, Corporation Income
Tax Returns--1963. A complete discussion of the sample

. selection and estimation is contained in that report on
pages 5-8. :

Data for exempt cooperatives were based on all re-
turns for active cooperatives filed on Forms 990-C in
1964, However, if two or more full-year returns were
filed for the same cooperative only the return with the
latest accounting period was used. If a cooperative was
represented by both a full-year and a part-year return
only the full-year return was used.

Limitations

The statistics for nonexempt cooperative returns are
subject to sampling variability and are therefore not as

precise as those for exempt cooperatives. Frequency
and amount estimates for nonexempt returns when
subject to excessive sampling variability are not shown
in the tables, although they are reflected in the appro-
priate totals. ’

A dash, rather than a frequency or amount, in any .
given table cell indicates either that there were no
returns with the particular characteristic, or because
of its rarity, returns with the characteristic were not
present among the returns selected for the sample.

~ However for statistics based only on exempt returns or

on nonexempt returns with total assets of $5,000,000 or
more (selected for the sample at a rate of 100 percent),
a dash indicates a presumption of no returns with the
particular characteristic,

In processing returns for revenue collection purposes
in the District Offices, and later in statistical process-
ing, several steps were taken to reduce the effect of
taxpayer reporting errors and errors introduced in data
processing. A large proportion of the returns were
mathematically verified, although not audited, in the
District Offices. Any correction resulting from mathe-
matical verification of the taxpayer’s entries are re-
flected in the statistics,

In transcribing and tabulating information from the
returns, additional checks were imposed to improve the
quality of the resulting estimates. Returns which showed
data in accompanying schedules, but not on appropriate
return lines, and returns with other obvious errors, were
edited and properly transcribed, Mechanical transcribing
was verified by the process of repeat card punching,
and, prior to tabulation, numerous tests for consistency
were applied to assure the proper balance and relation-
ship between return items and statistical classifications.
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Explanation of Terms

Accounts Payable

Liabilities of relatively short duration not secured by
notes of indebtedness. Generally, only liabilities which
arose during the normal course of conducting the trade
or business were included. Nontrade accounts payable
were includible in ‘‘Other current liabilities.”’

Advertising

A deduction for ordinary and necessary expenses in-
curred to advertise the cooperative’s products or serv-
ices.

Amortization

A deduction principally for deferred expenses written
off from research, experimental, exploration, develop-
ment, organizational and trade-mark expenditures.

Bad Debts

A deduction for debts wrirten off as uncollectible or-

a reasonable addition to a reserve for such debts. Bad
debt recoveries were included in ‘‘Other income.’’ ’

Business Receipts

In general, the gross operating receipts of the coopera-
tive reduced by the costof returned goods and allowances.

Capital . S‘tock-

Outstanding shares of ownership in the cooperative as
shown in the balance sheet. For exempt cooperatives such
shares were divided by type into common, preferred and
part-paid. Shares not designated as to type were consid-
ered common,

Cash

An asset for currency or instruments and claims which
are generally used and accepted as money,

Charitable Contributions

A deduction, subject to 1imita'tion, for contributions or
gifts to charitable, religious, educational and similar
organizations made in the current year or carried over
from prior years,

Commodity Marketed

The classification scheme used is generally that fol-
lowed by the Farmer Cooperative Service, U.S.D.A.
Categories in the present report which are not self-
evident are explained below:

Diversified Dairy Product Cooperatives were those
engaged in marketing milk and milk products and not
engaged solely in butter or cheese manufacturing or
bargaining activities,

Miscellaneous Dairy Product Cooperatives were
those engaged solely in dairy-herd-improvement activi-
ties, condensing, drying, or ice cream making.

Miscellaneous Vegetable and Truck Crop Coopera-
tives were those engaged in watermelon, cantaloupe,
and sweet potato marketing.

Grain Marketing and Storage Cooperatives include
those engaged in soybean and soybean oil marketing.

Livestock Shipping and Marketing Cooperatives were
those engaged in shipping, storing, auctioning, and
terminal marketing (principally cattle),

Livestock Breeding Associations were those engaged
in artificial-breeding activities and the handling of
breeder stock. A

Other Special Crop Cooperatives were those engaged
in tung oil, flax, hops, and forest products marketing,

Miscellaneous General Service Cooperatives were
those engaged in leasing grazing land, agricultural flying
{pest control and spraying) and general business services
such as equipment rentals.

Compensation of Officers

A deduction for salaries, wages, stock bonuses, etc.,
paid to officers for personal services rendered,

Cost of Sales and Operations

The direct costs incurred by the cooperative in pro-

'ducing goods or providing services, Included were the

costs of goods purchased for resale (merchandise bought
net of beginning and ending inventories), costs of ma-
terials used in manufacturing and operating expenses
(other costs), and all identifiable amounts of salaries
and wages. For some returns only a total cost of sales
and operations was reported, Operating expenses for
depreciation, depletion, amortization, ¢ompensation of
officers, rent of buildings or real estate, advertising
contributions to pension plans, contributions to other
employee benefit plans, and patronage dividends were
transferred to their respective deduction categories
when identified in cost of sales and operations schedules

Depletable Assets

The gross value of mineral property, oiland gas wells
other natural deposits, standing timber, intangible de-
velopment and drilling costs capitalized, and leases anc
leaseholds, each subject to depletion, Accumulatec
depletion represented the cumulative adjustment to these¢
assets shown on the cooperative’s books of account
Some cooperatives, however, reported only the net amoun
of depletable assets after adjusting for these depletior
charges,
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The value of depletable assets and accumulated deple-
tion may not be closely related to the current-year
depletion deduction. The balance sheet accounts reflected
book values; the depletion deduction reflected the amount
claimed for tax purposes.

Depletion

A deduction allowable for the exhaustion of natural
deposits or timber, could be based on cost, or, in the
case of natural deposits, on a fixed percentage of gross
income, less rents and royalties paid, from the depletable
property, ’

Depreciable Assets

In general, the gross value of tangible property (such
as buildings and equipment) which was used in the trade
or business or held for the production of income and
which had a useful life of 1 year or more. Accumulated
depreciation represented the cumulative adjustment to
these assets shown on the cooperative’s books, Some
cooperatives, however, reported only the net amount of
depreciable assets after adjusting for these depreciation
charges,

Depreciable assets and accumulated depreciation may
not be closely related to the current-year depreciation
deduction. The balance sheet accounts reflected book
values; the deduction reflected the amount claimed for
tax purposes.

Depreciation

A deduction for the exhaustion, wear, tear, and obso-
lescence of business property, except inventories and
land (apart from the physical improvements or develop-
ments added to it). Included was any identifiable depre-
ciation reported as an operating or manufacturing cost.

Dividend Income

Dividends received from the stock-of nonexempt co-
operatives and other domestic corporations eligible for
the special deduction from net ihcome for intercorporate
dividends received are shown in the reportas ‘‘Domestic
stock dividends eligible for deduction,’”” Domestic divi-
dends not qualifying for the deduction, principally those
received from exempt farmers’ cooperatives, are shown
in this report as ‘‘Other stock dividends,”’ (Nodividends
from foreign corporations were reported on the returns
used in this study.) '

Dividend Received Deduction

A deduction, in general, equal to 85 percent of dividends
received from domestic corporations subject to the in-
come tax. Dividends received from exempt cooperatives
were not eligible,

Dividends Paid on Capital Stock

A deduction for dividends actually or constructively
paid during the taxable year on common or preferred

stock, capital retain certificates, or other evidence of a
proprietary interest in the cooperative association, Only
the amount actually used to reduce taxable income is
shown, The deduction was only available to exempt
cooperatives.

Income Tax After Credits

Income tax before credits less the investment credit
(net of any tax from prior year’s investment credit
recomputation), “

Income Tax Before Credits

The normal tax and surtax computed ontaxable income
or the alternative tax comprising 25 percent of the excess
of net long-term capital gain over net short-term capital
loss and normal tax and surtax on the balance of taxable
income, Effective January 1, 1964, the normal taxon the
first $25,000 of taxable income was reduced from 30 to
22 percent and the surtax applicable to the excess over
$25,000 was raised from 22 to 28 percent. For taxable
returns with accounting periods spanning the effective
date the tax was computed under both sets of rates and
the liability (before credits) determined by prorating the
two tentative income tax amounts according to the number
of days under each law, '

Interest on U. S. Government Obligations

Interest on obligations issued by the United States or
its instrumentalities. Interest on cobligations of a State,
Territory, United States possession, or their political
subdivisions, or of the District of Columbia, and interest
on United States obligations issued on or before Septem-
ber 1, 1917 was wholly tax-exempt and was not included,

Interest Paid

The deduction for- interest paid to banks for coopera-
tives, the cooperative’s patrons, etc,, in connection with
business indebtedness,

Inventories

Inventories at end of year as shown in the cooperative’s
balance sheet, included at book values such items as
raw materials, finished and partially finished goods,
merchandise on hand or in transit, etc.,

Inventories shown in computing the cooperative’s costs
for the taxable year included merchandise or other goods
available for sale valued atcost, lower of cost or market,
or any other permissable method,

Investment Credit

A rtax credit, net of any tax from a prior year’s credit
recomputation, for qualified investments in certain de-
preciable property. Ingeneral the credit was the coopera-
tive's ‘‘ratable share’’ of 7 percent of the qualified in-
vestment computed on the basis of the proportion which
the cooperative’s taxable income bore to the sum of the
patronage dividend deduction, the deductions for dividends
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paid on capital stock and nonpatronage allocations, and
taxable income,

Investments in Government Obligations

Bonds or other obligations of a State, Territory, or
United States possession, including obligations of politi-
cal subdivisions and of the District of Columbia and of
instrumentalities of the Federal Government,

Land

The book value of land owned by the cooperative re-
duced by any amortization for emergency facilities.

Mortgages, Notes, and Bonds Payable

A liability separated according to the length of time
from maturity of the obligation. Length of time from
maturity was based on the date of the balance sheet
rather than the date of issue. Accordingly, long-term
obligations maturing within the coming year were re-
portable together with short-term obligations, as having
maturity of less than 1 year.

Net Gain From Sales of Capital Assets

Net short-term capital gain reduced by any net long-
term capital loss and net long-term gain reduced by any
net short-term loss and loss carryover. Losses from
sales or exchanges of capital assets were allowed only
to the extent of capital gains. '

Net Gain or Loss Sales of Property Other Than
Capital Assets

Net gain or loss from the sale or exchange of depreci-
able and real property used in trade or business and other
sales of noncapital assets, If no distinction was made
between capital and noncapital gains or losses, the entire
amount was included here, Net gains were included in
total receipts; net losses in total deductions before net
income. '

Net Income or Deficit

Total receipts less the ordinary and necessary business
deductions, including patronage dividends, allowed by the
Code. .

Net Operating Loss Carryforward

A deduction for losses from prior years actually used
to reduce taxable income. Losses could be carried back
over a 3 year period and any amount not offset against
income could then be carried forward for a period not
exceeding S years.

Net Worth

The sum of capital stock, reserves and paid-in surplus,
The total equity of the cooperative whether or not avail-
able in distributable shares,

Nonpatronage Income Allocated to Patrons

A deduction for distributions by exempt cooperatives on
a patronage basis of net margins from nonpatronage busi-
ness. Nonpatronage income includes income from invest-
ments, sales of capital assets, and the like, Only the
amount actually used to reduce taxable income is shown,

Notes and Accounts Receivable

In general, the gross receivables arising from sales or
services to customers on credit during the ordinary
course of trade or business which would normally be
converted to cash within 1 year, (Nontrade receivables
were generally included in the statistics as ‘‘Other
current assets,’”’) The reserve for bad debts, shown as
an adjustment to notes and accounts receivable mayhave
included the reserves for certainother investments, such
as for mortgage and real estate loans, As a result, it
was possible for the reserve to exceed the amount of
notes and accounts receivable.

Other Assets

Noncurrent assets not allocable to a specific accounton
the return form balance sheet, and certain accounts for
which no distinction could be made between current and
noncurrent status, Includible were suchitems asdeferred
charges reported as noncurrent by the cooperative, in-
terest discounts, guaranty deposits, and intangible assets
net of any amortization.

Other Current Assets

Current assets not allocable to a specific account in
the return form balance sheet and, when specifically
reported as short-term by the cooperative, marketable
securities. other than Government obligations. Included
as other current assets were amounts reported as pre-
paid expenses, nontrade receivables, coupons and divi-
dends receivable, claims and judgments, and similar
items,.

Other Current Liabilities

Accrued expenses, as well as current payables not
arising from the purchase of goods and services and not
evidenced by bonds, notes, or mortgages. Examples of
other current liabilities were taxes accrued or payable,
accrued employee accounts such as for payrolls and
contributions to benefit plans, dividends payable, over-
drafts, accrued interest or rent, and deposits and with-
drawable shares of banking and savings institutions.

Other Deductions

The total of deductions for (1) business expenses which
were not allocable to a specific deduction item such as:
administrative, general, and selling expenses except
salaries; delivery, freight, and shipping expenses; sales
discounts; travel and entertainment expenses, and similar
items, (2) casualty and theft losses, and (3) on some re-
turns costs of secondary operations,
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Other Employee Benefit Plan Contributions

A deduction of the cooperative’s contributions to em-
ployee death plans, health or accident and sickness plans,
and other welfare plans.

Other Income

Included income not identified as to type or not else-
where reportable, such as: profits from sales of com-
modities other than the principal commodity in which
the cooperative dealt; income from minor operations;

~cash discounts; income from claims, license rights,

judgments, and joint ventures; net amount earned under
operating agreements; royalties; recoveries of losses
and bad debts previously claimed for tax purposes; re-
funds for cancellation of contracts; and income from
sales of scrap, salvage, or waste.

Other Interest

Interest income, except fromU, S, obligations, received
on loans, notes, mortgages, bonds, bank deposits, and
corporate bonds less amortizable bond premium,

Other Investments

Long-term non-Government investments and certain
investments for which no distinction could be made as to
their current or long-term nature, Included were stocks,
bonds, loans on mortgages, revolving fund certificates,
loans to subsidiaries, and other types of financial
securities,

Other Liabilities

Noncurrent obligations or accounts which could not be
identified as either currentor long-term. Examples were
deferred expenses, provisions for future taxes, principal
amounts of employee and similar funds, and deferred
patronage refunds when not identified as a reserve.

Other Reserves

Statutory, contingency and other reserves from undi-
vided earnings, income or profits. (See ‘‘Patrons equity
reserve’’,) Excluded were reserves for bad debts, de-
preciation, etc., which were shown as adjustments to
assets.

Paid-In or Capital Surplus

The net of additions to the cooperative’s capital from
sources other than earnings. Included were certificates
of membership, surplus occasioned by donation, appreci-
ation of assets, receipts from sale of capital stock in ex-
cess of stated value, stock redemptions or conversions,
and similar transactions,

Patronage Dividends Paid

A deduction for dividends, rebates, and refunds paidto
patrons on the basis of their patronage. This deduction,
available to both exempt and nonexempt cooperatives, is

shown in this reportonly for exempt returns, The patron-
age dividend deduction could take several forms depend-
ing on whether the taxable year for which the return was
filed began on or before December 31, 1962, or after that
date. Four forms of dividends are separated in the
statistics:

(1) Cash dividends-deductible under both the old and
new law, Included were ‘‘qualified’’ checks and, for some
returns filed for taxable years beginning before Decem-
ber 31, 1962, the fair market value of merchandise paid
as a dividend.

(2) Qualified Notices of allocation--this term is de-
fined under the new law as a distribution which may be
redeemed in cash at its stated dollar amount within 90
days after the notice is issued. Twenty percent or more
of the dividend must be paid when the dividend is de-
clared either in money or by ‘‘qualified’’ check, A
notice of allocation is any capital stock, revolving fund
certificate, retain certificate, certificate of indebtedness,
letter of advice or other instrument which discloses to
the patron the stated dollar amount allocated to him on
the books of the cooperative organization, and the portion
thereof, if any, which constitutes a patronage dividend.
The consent of the patron to consider a written notice of
allocation at its stated dollar amount is also required to
make such a notice ‘‘qualified’’ and therefore deductible,
This consent may be indicated in writing, by membership
in the cooperative (provided the cooperative has a bylaw
to this effect), or by endorsing a ‘‘qualified’’ check within
90 days after the close of the cooperative’s payment
period for the taxable year. (The payment period begins
on the lst day of the cooperative’s taxable year and ends
on the 15th day of the 9th month following the close of
such year,) On some returns only qualified notices were
shown; that portion which had to be paid in money or
qualified check was not separated. A number of returns
filed for taxable years beginning before December 31,
1962, but ending after that date reported some or all of
their patronage dividends as qualified notices.

(3) Nonqualified Notices of allocation are defined by
the new law as all written notices of allocation which are
not ‘‘qualified,” Patronage dividends paid in this form
were not deductible on business done during taxable years
beginning after December 31, 1962. For the purposes of
this report ‘‘Nonqualified notices’’ are defined somewhat
differently to include only those nonqualified notices of
allocation without due date, considered in general to have
no fair market value at the time of receipt by the patron.
A number of returns filed for taxable years beginning
after December 31, 1962, (usually reporting on the 1962
Form 990-C) claimed this deduction even though it was not
properly available,

(4) Other Property includes all patronage dividends
paid which could not be identified as cash, qualified no-
tices, or nonqualified notices (in the special sense this
term is used above). In a small number of cases divi-
dends paid in redemption of nonqualified notices were
included (a deduction available under the new law).
Nonqualified notices (as defined by the new law) in the
form of capital stock, retain certificates, certificates of
indebtedness and other written notices of allocation with
due dates, considered to have some fair market value
upon receipt by the patron (but not necessarily as much
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as the amount deducted), constitute the bulk of other
property (evem on returns filed for taxable years be-
ginning after December 31, 1962).

Patronage Dividends Received

Dividends, rebates, and refunds received from patron-
age with other cooperatives and banks for cooperatives,
Included were the fair market valueof dividends received
in the form of capital stock, revolving fund certificates,
letters of advice, retain certificates or similar docu-
ments; and the full (face) value of qualified notices.

Patrons Equity Reserve

The cooperative’s retained earnings which were identi-
fied as allocated to the members of the cooperative.
Included were revolving fund and other allocated reserves.

Pension Plan Contributions

A deduction, subject to limitations, of the cooperative’s

contributions to pension, profit-sharing, stock bonus,

annuity, and other deferred compensation plans.

Rental Income

The gross income from rents for the useor occupancy
of property. Depreciation, repairs, interest, taxes, and
other expenses, which were deductible from grossrents,
were included in their respective deduction items.

Rents Paid

A deduction for ordinary and necessary rental expenses
on business property.

Repairs

A deduction for costs of maintenance and incidental
repairs, It could include the cost of labor, supplies, and
other items which did not add to the value or appreci-
ably prolong the life of the property. Expenditures for
new buildings, machinery or equipment, or for per-
manent improvements which. increased the value of the
property were not deductible currently and were charged
to capital expenditures, which were generally depreciable.

Reserves

For most exempt cooperatives reserves were separated
into that portion which was divided (allocated to members)
and undivided. For all nonexempt cooperatives and for
some exempt cooperatives only the total was obtained.
Excluded from this net worth item were reserves for bad
debts, depreciation, depletion, amortization (shown as
adjustments to assets) and reserves for taxes (Other
liabilities).

,Salaries and Wages

A deduction, shown as part of costs of sales and opera-
tions, for all identifiable labor charges whether originally

shown as a direct production expense or not. Excluded
were amounts paid as compensation for officers; payroll
expenses such as contributions to pension or other em-
ployee benefit. plans; and labor charges which could not
be separated from another deductible operating expense
such as repairs, ' ~

Taxable Income

Total receipts less deductions for ordinary and neces-.
sary expenses and ‘deductions for net operating loss
carryforward, dividends received, etc, In general the
income subject to tax unless the 25percenttax on capital
gains was applicable. '

Taxes

A deduction for ordinary State and local taxes paid or
accrued during the year; social security and payroll taxes;
unemployment insurance taxes; import and tariff duties;
and business, license, and privilege taxes, Income and
profits taxes paid to foreign countries or United States
possessions were also deductible, Not deductible were
such taxes as Federal income and excess profits taxes,
gift taxes, taxes assessed against local benefits, and

. Federal taxes paid on interest from tax-free covenant

bonds, Some cooperatives (grape, raisin, sugar, and
tobacco) reported excise taxes which were part of the
sales price of their products as receipts.

Total Assets

The assets reported in the end-of-year balance sheet
of the cooperative’s books of account. Total assets were
net after reduction by accumulated depreciation, amorti-
zation, depletion, and by the reserve for baddebts. When
these reserves were reported as liabilities, they were
treated as reductions from the asset accounts to which
they related and the totals of assets and liabilities were
adjusted accordingly.

«7ero assets’’ was used as a category in classifying
returns by size of total assets. Included were: (1) final
returns of liquidating or dissolving cooperatives-which
had disposed of all assets, (2) final returns of merging
cooperatives whose assets and liabilities were reported
in the returns of the acquiring cooperative, (3) the earlier
part-year return of a cooperative for which two part-
year returns were included in the statistics (for ex-
ample, a cooperative changing its accounting period),
and (4) for exempt cooperatives, returns for which no
usable balance sheet data were reported.

“Total Deductions Before Net Income

Ordinary and necessary business deductions from gross
income, the cost of sales and operations, and net loss.
from sales of noncapital assets.

Total Liabilities

Accounis payable, long and short-term debts whether
or not secured by a mortgage or other instrument, and
deferred or accrued expenses.
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Total Receipts

Total receipts included the gross taxable receipts
before deduction of cost of sales and operations and net
losses from sales of noncapital assets. Nontaxable income
was excluded.

Total Services

The total of products marketed or handled, and supplies
purchased, for members and nonmembers, producers and
nonproducers,

Type of Service

Marketing cooperatives were those engaged principally
in selling their patrons produce. Purchasing cooperatives
were those engaged principally in purchasing supplies for
their patrons. Cooperatives engaged principally in bar-
gaining, shipping, breeding, storing and the like are
classified as ‘‘Other,’’ Cooperatives which could not be
identified as one of the above were classified as
‘‘Undetermined,”’



Facsimiles of Forms Used

FORM 990'0

U.8. Treasury Department
Internal Revenue Service

EXEMPT COOPERATIVE ASSOCIATION INCOME TAX RETURN—1963

or other taxabje year beginning 1963, ending 19__.
For Farmers' Cooperative Marketing and Purchasing Association Exempt
Under Section 521, Internal Revenue Code
(Please Type or Print)

Describe bu:

with most total receipts:
{e.g., wholesale marketing
of meat; drying fruit; grain
wholesale pur-
fertilizers; cat-
q; etc.)

xrage; )
asing
R of

siness activity | Name

Date of current exemption
letter

S

Number and street

County in which located

City or town and State Postal ZIP code

Employer Identification No.

IMPORTANT—Al applicable lines and schedules must be filled in.

If the lines on the schedules are not sufficient, see Instruction 1.

1,

L

™o m

9.
10.
11.

GROSS INCOME

. Royalties

Gross receipts or gross sales

Net gains (losses) (from separate Schedule D)
Other income (attach schedule)

TOTAL income, lines 3 to 10, inclusive

12.
13.
14.
15.
-16.
11.
18.
19.
20.
21,
22,
23.
24,
| 5.

DEDUCTIONS

26.
21.
28
29,
30
31,

32.

. Line 11 less line 27

. Taxable income before net operating loss deduction and dividends-received deductions (line 28 less line 29).

Taxes (attach schedule)
Contributions or gifts paid (attach schedule—see instructions for limitation)

Losses by fire, storm, shipwreck, or cther casualty, or theft (attach schedule)
Amortization (attach schedule)

Depreciation (from Schedule G)

Depletion (attach schedule)

Advertising (attach schedule)

Amounts contributed under: (a) A pension, profit-sharing, stock bonus, annuity plan (see instructions). . .

R (b) Other employee benefit plans (see instructions)

Other deductions (attach schedule)

TOTAL deductions in lines 12 to 26, inclusive

Deductions and adjustments under section 1382 and/or section 522(b) (from Schedule H)

Less: (a) Net operating loss deduction (attach schedule)
(b) Dividends-received deductions (from Schedule C, part II)

Taxable income (line 30 minus the sum of lines 31 (a) and (b))

33.
34.
35.
36.
31.

TAX

TOTAL income tax (from line 9 of Tax Computation, page 3)
Less: Payments and credits on 1963 Declaration of Estimated Tax

If line 33 exceeds line 34, the balance is TAX DUE. Enter such balance here

If line 34 exceeds line 33 " Enter the OVERPAYMENT here

Refunded

Enter amount of line 36 you want: Creditéd on 1964 estimated tax

Unde

best of my knowledge and belief it is true, correct, and complete. If prepared by a person other

r penalties of perjury, I declare that I have examined this return, including accompanying schedules and statements, and to the
the

all information of which he has any knowledge.

an taxpayer, his declaration is based on

CORPORATE
SEAL -
Date Signature of officer Title
Date Individual or firm signature of preparer Address

39
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Form 990-C (1963) Page 2
Schedule A.—COST OF GOODS SOLD. (See Instruction 2) | Schedule B.—INCOME FROM PATRONAGE DIVIDENDS,
(Where invent are an i d ing factor) ’ REBATES AND REFUNDS. (See Instruction 4(a))
1. Inventory at beginningofyear.............. Name of Declaring Association Amount
2. Merchandise bought for manutacture or sale. .
3. Salariesand wages. ........oiiiiiiiean...
4. Other costs per books {(attach schedule).....
5. TOTAL. .o i
6. Less: Inventory atend ofyear........
7. Cost of goods sold.  (Enter here and on line 2,
page 1) TOTAL (Enter on line 4(a), page 1).....
Schedule C.—INCOME FROM DIVIDENDS ON CAPITAL STOCK
I. INCOME. (See Instruction 4(b)) 1I. DEDUCTIONS. (See Instruction 31(b))
1. *Domestic corporations (including nonexempt 1. 85%ofline (1), Part I..........cooiviiio ).
cooperative associations) ................ 2. 62.115% of line (2), Part 1. ............oo i oo
2. Public utility corporations............ U 3. 85% ofline (3), PartI..................e. o
3. Certain foreign corporations..............
4. Amount includable by shareholders of con-
trolled foreign corporation (att. Form 3646). .
§. Other corporations (including exempt coop-
erative associations) .................... 4 TOTAL (Ses Instruction 31(b) for limi-
6. TOTAL (Enter on line 4(b), page 1).... tations. Enter on line 31(b), page 1)

*Except (a) dividends on certain preferred stock of public utilities, which should be entered on line 2; and (b) dividends, which should be entered on line 5, received from
China Trade Act corporations, from corporations to which section 931 applies, and from corporations exempt from tax under sections 501 and 521, )

Schedule D.—Separate Schedule D (Form 1120) should be used in reporting sales or exchanges of propesty and filed with this retum.

(See Instruction 9)

Schedule E.—COMPENSATION OF OFFICERS

1. Name and address of officer

2. Official title voted to

3.Time de- { Percent of association's
stock

owned

6. Amount of 7. Ex‘rlenu account
owances

=1

4.C

§. Pref

TOTAL compensation of officers (Enter here and on line 12, page 1) ..

Schedule F.—BAD DEBTS—RESERVE METHOD, (See Instruction 16)

1. Tax- | 2. Trade notes and accounts re-

4. Gross amount sdded to

able ceivabie outstanding at end of 3. Sales on account resaive

year year

5. Amount charged against
reserve

6. Reserve for bad debts at end
of year

1960.
1961.

1962.

1963.

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

Schedule G.—DEPRECIATION.

(See Instruction 22)

This schedule is designed for taxpayers using the alternative guidelines and administrative procedures described in Revenue Procedure 62-21

as well as for

appear use the first heading for the new procedure and the second heading for the older procedure.

those taxpayers who wish to continue using procedures authorized prior to the Revenue Procedure. Where double headings

2. Cost or other basis | 3. Asset additions
1. Group and guideline class at beginning of year in yoar amount) | 4+ A:‘f:a"'""m'“"_ 5. Depreciation 6. M:,W _7_ f%;‘_'"i & Deprociation for
_______________ R T TR — — ( ) o ,
Description of property Cost or other basis Date acquired (533.' ,ﬁ:gé‘s"z"'_%‘)" in prior years | JZTPLIEE R:?ll 76 year
1. TOTALS v ovi e e i ittt it ie e eerienseennaaretnnsssnananes

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

3. Balance—Enter hereand on line 22, page 1............. e e et ettt e ee et et ee e e et aaeeate s 1
4. Cost or other basis of fully depreciated assets still in use...............covviuiininnnnenn.., l l
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Form 990-C (1963)

Page 3

Schedule H.—DEDUCTIONS AND ADJUSTMENTS UNDER SECTION 1382 AND/OR SECTION 522(b). (See Instruction 29)

1. Dividends paid on capital stock....... e e et e ae et e
2. Nonpatronage income allocated 10 PAITONS . . . .+« v veerrneine e e eeieeeeeieennnn PO e,
3. Patronage dividends: (@) MoOmey .. . o.veettrntettnrnennennteeeriiererereeeeenneennn, 3
(b} Qualified written notices of allocation
(¢) Other property (except nonqualified written notices of allocation) . . .
(d) Money or other property (except written notices of allocation) in
redemption of nonqualified written notices of allocation .. .. .....{__ .
(e) Other (attach statement) .
4. TOTAL (Enter here and on line 29, page 1)

TAX COMPUTATION

1. Enter amount of taxable income from line 32, page 1

2. If amount on line 1 is:

(a) Not over $25,000—Enter 30 percent of line 1

(b) Over $25,000—Enter 52 percent of line 1
Subtract $5,500, and enter difference

3. Income tax (line 2 or line 22 of separate Schedule D, Form 1120, whichever is 1e88€r) ............cviuetenreentens  oeeecaeae
4. Foreign tax credit (attach Form 1118) . e
5. Balance (line 3 1e8s e ) ... .oouuiii ittt it ittt et et it ettt ettt ea ety emma—cmmmmmmammen
6. Investment credit (Qttach Form 3468) ... ... ...ttt ittt ettt e et aeaaee e eseneencsnsacsannans
7. Balance of income tax (line S 1es8 line B) ... ... ...ttt ittt it ie it ettt ettt ceeeeceecm—menn

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

9. TOTAL tax (line 7 plus line 8). Enter here andonline 33, page 1. .....c.oiii ittt

Section 6033(a) INFORMATION NOT SHOWN ON PAGE 1

INCOME, RECEIPTS, DUES, ETC.
1. Dues, assessments, etc., from members, excluding service and other charges reported onpage 1..............

2. Dues, assessments, etc., from affiliated organizations
3. TOTALoflines l and 2.....c.vviivriininnneennnnanas e r et esee i et ae et ae e eaaaretraaasaaas
: DISPOSITION OF INCOME, RECEIPTS, DUES, ETC.

4. Dues, assessments, elc., to affiliated organizations

ADDITIONAL INFORMATION REQUIRED

1. What is the legal form of your association (corporation, unincor-

porated association, etc.)?

2. (a) In what year was your association formed?

(b) In what State?

3. If you are successor to previously existing organization(s) give
name(s) and address(es) of the predecessor organization(s)

4. Have any changes not previously repor_‘ted to the Internal
Revenue Service been made in your articles of incorporation
or bylaws or other instruments of similar import?

If “Yes,” attach a copy of the amendmént.

[ Yes

[ No

10. Was the allocation of dividends, rebates, or refunds made pur-
suant to a written obligation in existence prior to the receipt
for sale of agricultural products from patrons or the furnishing
of supplies, equipment, and services to the patrons?

{3 Yes [J No
If “Yes,” attach statement as to nature of preexisting obliga-
tion and whether contained in (a) charter, (b) bylaws, (c) other
document. ]

11. Value of agricultural products marketed or handled for members:
(a) actually produced by such members. . ... "o e
(b) purchased or otherwise acquired by such

(c) for nonmembers— .
(1) actually produced by such nonmem-

8. Have you had any sources of income or engaged in any activities bers. .. i ittt e
which have not previously been reported to the Internal {2) purchased or otherwise acquired by
Revenue Service?. ......cvovveeeenanns (J Yes O No such nonmembers. .. ..........v.  coomceocmeeee
H “Yes,” attach detgiled statement. i 12. Value of supplies and equipment purchased for or sold to:
6. Number of shares of voting stock owned by— (@) members. ...........coiieiiiiiiiinnnn e
(a) producers -._.._.._.._... ; (b) nonproducers ...._............ {b) nonmembers who were producers. ........ ...
1. May persons other than producers acquire (¢) nonmembers who were not producers...... ccoommeeeeee.
voting stock or otherwise become mem- 13. Amount of business done for United States Govern-
o Y S 3 Yes [ No ment or agencies thereof. . . . v.vuverneireenn s s
8. Were nonmembers charged the same as 14. The association’s books are in care of
members for marketing and purchasing?. [] Yes [ No
9. Were patronage dividends paid to nonmem- Located at .
bers on the same basis as to members?.. [ ] Yes - [J No
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Form 9390-C (1963) Page 4
Schedule L.—BALANCE SHEETS. (See Instructions)
Beginning of taxable year End of taxable year
ASSETS (A) Amount (B) Total (C) Amount (D) Total
T 7 T S U (N N
2. Notes and accountsreceivable. .. ...........c.ccoovieennibooea b
(a) Less: Reservefor baddsbts. . ....................

,3 Inventories. ..., R 1 U S P,
4. Investments in Government obligations. . ... .............0 o e,
8. Other current assets (attach schedule)...................1 e e,
6. Other investments (attach schedule).....................0 el e
7. Buildings and other fixed depreciable assets. . ... ...... . }ccoomeeeeecc e

(a) Less: Accumulated amortization and depreciation. ..
8. Depletableassets. . .............coovveiiiniiiiiiinie i e
(a) Less: Accumulated depletion.....................
9. Land (net of any amortization). . .......................b 0 el emmemmm—e—amn—oane

10. Intangible assets {(amortizableonly).............. oo o
R (@) Less: Accumulated amortization. .................

11. Other assets (attach scheduls)..........................

12. Total assets. ...covvvieiiniiinneiiereiiinnnnnns.

LIABILITIES AND CAPITAL

13. Accountspayable. ... ........... ... ...l e e e

14. Mortgages, notes, and bonds payable inless than 1 year..| l 8 e

18. Other current liabilities (attach schedule)................] oot ecmmereemenm————————-

18. Mortgages, notes, and bonds payable in 1 year ormore. ..| 000 |eccocoi e mmane

17. Other liabilities (attach schedule).......................] leemeeeee] e

i8. Capital stock: Entsr numbers ot end of year—

Shares Shareholders
(a) Preferred stock oo e e
(b) Common stock

18. Paid-inor capitalsurplus, .......... ..o, e

20. Reserves (attach schedule)............c.ccoivveneninnnnse.

21. TOTAL liabilities and capital . .. .................

ENTRIES MADE BELOW MUST BE IDENTIFIED BY ACCOUNT
Schedule M-1.—RECONCILIATION. OF INCOME PER BOOKS WITH INCOME PER RETURN
1. Net income per books. ..................... 7. Income recorded on books this year not in-
2. Federalincometax ...............c.ccuunen cluded in this return (itemize) ... ... .. ... ..
3. Excess of capital losses over capital gains. . . .
4. Taxable income not recorded on books this
year (itemize)
. 8. Deductions in this tax return not charged
against book income this year (itemize) .._.._.
5. Expenses recorded on books this year not de-
ducted in this return (itemize) weeeee ol
8. TOTAL of ines 7and 8.............
6. TOTAL of lines 1 through 5.......... 10. Income (line 30, page 1)—line 6 less 9...
) Schedule M=2.—ANALYSIS OF RESERVES (Line 20, page 4)
1. Balance at beginningof year. .............. 8. Distributions to stockholders charged to. re-
2. Netincome per books. . ..........ccovvien.. serves during the taxable year:
3. Other increases (itemize) (@ Cagh..vovvriiiieerniennersernnanes S
(b) Stock of the corporation.............. e nn
(e) Property........ovvvvinveinenannaa, e meaemammne
6. Other decreases (itemize) ..o ..
1. TOTAL of lines Sand 6.............
4. TOTAL of lines 1, 2, and 3. .......... 8. Balance end of year (line 4 less 7). ........

U.S. GOVERNMENT PRINTING OFFICE : 1903—O~083-814
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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 sectionm 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. (Sée
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 be 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 the corporation estimates as the sum of any credits against
tax provided gy 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 which he is required to file on behalf
of an association.

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

a false 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
Regulations.) - Where the aggregate compensation of an employee
is g;OO 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 amount.

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 allo-
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.

G=-(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 1099L, 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 if 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 a summary line on page 1 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 corporations.—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
taxes 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
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 valie of the outstanding stock of a
foreign personal holding company, attach a statement setting forth
in comp?ete detail the information required by section 551 (d).

L. Tax computation instructions—Foreign tax credit—If, in
accordance with section 901, a foreign tax credit is claimed by a
domestic corporation on line 4, page 3, Tax Computition, 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 £n’or 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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PAGE 2

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 permissiblé methed.

An inventory method once properly adopted is contyolling 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. :

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-
toriés; (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
amount applicable to cost of operations, attach a schedule show-
ing: (1) 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 I, 1963
(see Section 1.61-5, Income Tax Regulations).—Enter the total
of amounts allocated from cooperative associations and fill in
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 fair
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-
fied 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 business 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 attributable 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 redéemable 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

- property.
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SPECIFIC INSTRUCTIONS (Numbered to correspond with line numbers on page 1 of return)

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 171.

7. Rents.—Enter the gross amount received for the rent of
Any expenses, including repairs, interest, taxes, and
depreciation, should be included in the proper 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 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 (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 1 and 3 of Form
990-C. disregarding any reference to the Form 1120.

10. Other income.—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 charge-off method. Refunds of taxes deducted
in prior years should be 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 leasés
entered into prior to January 1, 1954, see instruction No. 7.

15. Repairs.—Enter the cost of incidental repairs, including
tabor, 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—(1) 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
taxpayers. ‘

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-
eign 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 paid.—Enter contributions or gifts
actually paid within the taxagle year of the character described
in section 170 (¢). The amount claimed shall not exceed 5
percent of the taxable income computed without regard to (1)
this deduction, (2) the dividends-received deductions from Sched-
ule C, Part II 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
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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 year, and
if the contribution or gift has 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 carryover and’ charitable contributions in ex-
cess of the amount deductible (or a charitable contribution carry-
over from a precedirig 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 to
land 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-year depreciation.—If a taxpayer elects to
claim the additional first-year allowance ynder 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, respectively.

DEPRECIATION METHODS

Following 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:

PAGE 3

(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
asset—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 Decem-
ber 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.—THhis 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 (54+4+342+1). For the first year five-
fifteenths of the cost would be allowable, for the second year four-
fifteenths, etc. ’ A

(3) Other methods—A taxpayer may use  any consistent
method which does not result in accumulated allowances at the
end of any yeai 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—Additional first-year depreciation allow-
ance.—Corporations 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 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 person 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 apply 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 uséd to show the regular depreciation
of the asset, E

Change in method of depreciation.—Taxpayers who may de-
sire to follow more conservative depreciation 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 after 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 O (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.) Expenditures to be deferred and
deducted ratably under the election provided in sections 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 gccount 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, noninsured 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: - c '

Dividends paid on capital stock.—Enter on line 1 the amount
actually or constructively paid as dividends during the taxable
vear upon common stock (whether voting 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 income
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 subchapter 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:

(2) 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 whom no amounts are paid, or to
whom smaller amounts are paid, with respect to substantially
identical transactions. :

(¢) Amounts paid to patrons in redemption of capital stock, or
in redemption or satisfaction of certificates of indebtedness, re-
volving 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 vear
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 carnings 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
amounts 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, (Section 1382 (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 subchapter 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 I1.)

(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 scction 247.

(3) Dividends received from certain foreign corporations.—
Enter 85 percent of dividends recejved 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
section 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. : '

¢ U.S. GOVERNMENT PRINTING OFFICE: 1963—0-693-313
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o 1120 U.S. CORPORATION INCOME TAX RETURN—1963

U.8. Treasury Department begingi . 1963 end 19...
internal Revenus Service or other taxable year - GPUERSE TYPE OR PRINT)'en ing -
Check if this is a— Name - ’ E. Employer Idenlitication No.

A. Sole progrletorship 0O or
partnership O electing
under sec. 1361 to be .
taxed as a corporation. [Number and street
. Consolidated return. O .
. Personal Holding Co. O

. Cod . P 1 ZIP cod Q. Enter total assets from line
?su:eu::ls:rucu:n]:)o City or town and State ostal code 13 Sch. L (see instruction R).

F. County in which located.

oiow

$
IMPORTANT—All applicable lines and 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
2. Less: Cost of goods sold (Schedule A) and/or operations (attach schedule).............covieniann.
B 0 | R R R e
4. Dividends (Schedule C). . ... i ittt iae i eaiir s ioaa it
5. Interest on obligations of the United States and U.S. instrumentalities................ ... ovivinn
[ T B =) =T S R

= YL U g R R
9. Net gains (losses) (from separate Schedule D). ....... ..ot -
10. Other income (attachschedule)..................... PP
11. TOTAL income, lines 3to 10, inclusive. . ... .. .o i it iienisveenreeeerss
12. Compensation of officers (Schedule E). . ...... ...ttt ceemar oot o
13. Salaries and wages (notdeducted elsewhere). . ..........viueiie it i e el
14. Repairs (do not include cost of improvements or capital expehditures) ................................ -
15. Bod debts (from Schedule F if reserve methodisused)....... ..ot iiiiiiiiiiiienans
16. Rents. ...... S R R R
17. ' '
18.
19.
20. Losses by fire, storm, shipwreck, or other casualty, or theft (attach schedule). ....... ..o el
21. Amortization (attach schedule). . ... ... ottt e e e e e s e
22. Depreciation (Schedule G) .. ... .. .vurieiuennireaentitieiiaein it enaaaaraeneoranssuanneueenen ot
23. Depletion (attach schedule). . ........oinuuiiiiiiiiii i i ien s e e
L I T Y= O TR
25. (a) Pension, profit-sharing, stock bonus, annuity plans (see instructions)............. .ot -
(b) Other employee benefit plans (see instructions). .. ........cooiiiiini it iniiineeer oo ool
26. Other deductions (attach schedule). . ... ...ttt ittt itieraneaeenereaaneineses
27. TOTAL deductions in lines 12 to 26, inclusive.............cvviiiiiniiiianenes e
28, Taxable income before net operating loss deduction and special deductions (line 11 less line 27). ... ..., .| ...
29. Less: (a) Net operating loss deduction (see instructions—attach schedule). ... .. .
(b) Special deductions (Schedule I)..............cooiiiiiiiiia L
30. Taxable income (line 28 1688 ne 20) . ... uu vt uu it iiee it et ttiae e ie sttt
31. TOTAL income tax (from line 10, Tax Computation Schedule, page 3).............. ... s
32. Credits: (@) 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) . ..

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 a3
35. Enter amount of line 34 you want: Credited on 1964 estimated tax ..o Refunded ... -

Under penalties of perjury, 1 declare that 1 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.

GROSS INCO
;
&

DEDUCTIONS

TAX

CORPORATE
SEAL

Date Signature of officer Title

Date Individual or Hrm signature of preparer Address
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Form 1120 (1963)

Page 2

Schedule A.—COST OF GOODS SOLD. (See Instruction 2)| 1. Was inventory valued at—Cost [); lower of cost or market [J
(Where inventories are an income-determining factor) LIFO (O; other [J? If cther, attach explanation.
2. Have write-downs been made to inventory? Yes [J No [J. I
o ) "Yes,"" were the write-downs computed on the basis of:
1. Inventory at beginning of year........... .| (a) [] Percentage reductions from parts of the inventory
2. Merchandise bought for manufacture orsale. | ... (b) [] Percentage reductions from the total inventory
) (c) [0 Valuation of individual items.
3. Salariesand wages. . ................. ... f “a" or "b" is checked, enter the percentage of write-
4. Other costs per books (attach schedule). . . .. downs..____.. --%. For "a,” "b" or “c¢" enterthedollar
amount of write-downs $.._._____...____.___. (If not available,
estimate and indicate that the figure is an estimate.)
5. Total ..o oo 3. Was the inventory verified by physical count during the year?
""" Yes [0 No [J. If “No,” attach explanation of how the closing in-
ventory was determined.
6. Less: Inventory at end of year............. 4. Was thgre any substantial change in the manner of determining
quantities, costs or valuations between the opening and closing in-
7. Cost of goods sold (enter here and on line 2, ventories? Yes (] No []. If “Yes,* attach explanation.
page 1) . . ..o NOTE: If a direct answer cannot be given to a question, attach explanation.
Schedule C.—INCOME FROM DIVIDENDS
2. Domestic corporations | 3 Certain preferred stock
1. Name of declaring corporation ::T::)r!:’ué\g:ernaﬁa;&e‘;el, %geulbgﬁau'g',"f,s'mgggﬁ 4. Foreign corporations | 5, Other corporations
Revenue Gode
Totals. ... e
Total of columns 2, 3,4, and 5.......... L T

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

Total (enter hereand online 4, page 1). ... ... ...

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. (Ses page 5 of Instructions)

1. Name and address of officer 2. Officiat title

3. Time de- | Percent of corporation
voted to stock owned 6. Amount of

business | T Common | 5. Preferred P

7. Expense account
allowances

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

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

1. Tax- | 2. Trade not‘es and accounts re-

able ceivable outstanding at end of 3. Sales on account 4. Gross ?:ls%l:‘l’l; added to S. Amouniecshea'ﬁed against 6. Reserve for bad debts at end
year year

1960.

1961 .

2 e I ] L e et e

1963.

NOTE: Securities which are capital assets and which became 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.

) 2. Cost or other basis | 3. Asset additions
1. Group and guideline class at beginn(n)ng of year in yearéamount)

______________ e e — — OR = — — —|— — — —OR= ~ —

Description of property Cost or other basis Date acquired

4. Asset retirements
in year (amount)
(applicable only to
Rev. Proc. 62-21)

5. Depreciation
aliowed or allowable
in prior years

6. Method | 7. Class life
of — —OR— —{ 8. Depreciation for

computing Rate (%) this year

depreciation or life

1.Totals .....ovvvnvnnas,

2. Less: Amount of depreciation claimed in Schedule A and elseWhere on Teturn. . ..o\ o e e e,

3. Balance—Enter here and on line 22, page 1..................
4. Cost or other basis of fully depreciated assets still inuse........
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Page 3

'Schedule H.—SUMMARY OF DEPRECIATION AND AMORTIZATION SCHEDULES

DEPRECIATION Under Rev. Proc. 62-21 Other AMORTIZATION
1. Straight linemethod. .. .. ... .. | 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 . ... . [ L 4. Organizational . ..............
§. Addl. 1st year (Sec. 179) 8. Trademark and trade name. . . . {oeoeeueeeee oo .
6. Other (specify) ................ 6. Other (specify)...............
1. Total depreciation claimed ..... 1. Total amortization claimed. . ...
Schedule 1.—SPECIAL DEDUCTIONS
. Dividends-received: (a) 85 percent of column 2, Schedule C......... it i
(b) 62.115 percent of column 3, Schedule C......... ..ot e
(c) 85 percent of dividends received from certain foreign corporations.....................

2. Total dividends-received deductions (sum of lines 1(a), (b), and (c) but not to exceed 85 percent of the excess of line
8, page 1 over line 4 of this schedule). (The 85 percent limitation does not apply to a 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)

8. 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 1 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 :

3. Income tax (line 2, or line 22 of separate Schedule D, whichever is lesser)
4. Foreign tax credit (attach Form 1118)
8. Balance (line 3 less line 4)
6. Investment credit (attach Form 3468)
1. Balance of income tax (line 5 less line 6)
8. Tax undgr section 541 of the Internal Revenue Code (from Schedple 1120 PH)

9. Tax from recomputing prior year investment credit (attach statement)
10. Total tax (sum of lines 7, 8 and 9).

Enter here and on line 31, page 1

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 ] No [J

(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 [J No O

(For rules of attribution, see section 267 (c).)

It the answer to (1) or {2) is "“Yes,'’ attach separate
schedule showing:

(@) 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.

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

L. Did you at cm{ time during the year own directly or indirectly
any stock of a foreign corporation? Yes [J No [
If “Yes,” attach statement as required by Instruction N.

Amount of income (or deficit) for: 1960. .

1961.. 1962. .
If a cooperative association, check type:

(1) O farmers’ purchasing or marketing; (2) [] consumers’,

or (3) [] other.

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 [J, working ranch or farm [, fishing
camp [, resort property [, pleasure boat or yacht [, or other
similar facility {J? (Other than where the operation of the
facility was the principal business.) Yes [] No [J

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

YesJ No (O

(3) The attendance of your employees’ families at con-
ventions or business meetings? Yes [] No [] .
(4) Vacations for employees or members of their families?

(Other than vacation pay reported on Form W-2.)

Tazabledividends..................... Yes [J No O P. Refor to instrct] 4 N Yes [ No [J
- Refer to instructions and state the:
Other payments. .............c.. ... Yes [ No (O Principal business activity
K. Did you have any contracts or subcontracts subject to the
Renegotiation Actof 1951................ Yes [ No (J Principai product or service

If “Yes,” see Inst. K. Enter amount here
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Schedule L.—BALANCE SHEETS.

(See Instructions)

(a) Less: Reserve for bad debts

3. Inventories
4. Investments in Government obligations
§. Other current assets (attach scheduls)
6. Loans to stockholders
7. Other investments (attach schedule)
8. Buildings and other fixed depreciable assets
(a) Less: Accumulated amortization and depreciation. ..
Depletable assets
(a) Less: Accumulated depletion
10. Land (net of any amortization)
11. Intangible assets (amortizable only)
(a) Less: Accumulated amortization

12. Other assets (attach scheduls)
13. Total assets
LIABILITIES AND CAPITAL

14. Accounts payable
15. Mortgages, notes, and bonds payable in less than 1 year. .
16. Other current liabilities (attach schedule)
17. Loans from stockholders
18. Mortgages, notes, and bonds payable in 1 year or more. ...
18. 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 liabiliies and capital

...................
9. Depletableassets...............oooiiiiiiiini e
.....................

.....................................

.................

.......................
.........
.........................

Beginning of taxable year

End of tax

able year

(A) Amount

(B) Total

(D) Totai

(C) Amount

ENTRIES MADE BELOW MUST BE IDENTIFIED BY ACCOUNT

Schedule M-1.—RECONCILIATION OF INCOME PER BOOKS WITH INCOME PER RETURN

1. Netincomeper books............ovvvuvunnen
2. Federal income tax

3. Excess of capital losses over capital gains

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

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

8. Expenses recorded on books this year not de- -
ducted in this return (itemize)

8. Deductions in this tax return not charged
against book income this year (itemize)....___.

6. Total of lines 1 through 5

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)

8. Distributions: (@) Cash

(b) Stock

(c) Property
6. Other decreases (itemize)

1.

4. Total of lines 1, 2, and 3

Total of lines 5 and 6
8. Balance end of year (line 4 less 7)

#r U.S. GOVERNMENT PRINTING OFFICE : 1963—0-683-285
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Instructions for Form 1120—1963

U.S. Corporation Income Tax Return

(References are to the Internal
Revenue Code.)

GENERAL INSTRUCTIONS

A. Taxpayers required to file Form 1120.—

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

2. Real estate investment trusts defined under section 856.

3. Regulated investment companies defined under section
851.

4. Partnerships and proprietorships 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 and elect 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 following.—

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.

3. Form 2952.—Information return to be filed by a domestic
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, Applica-
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

c59~ 16—78126-1

.separate returns.

Director of Internal Revenue for the district in which the corpora-
tion’s principal place of business or principal office or agency is
located. (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 declara-
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.

I. 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 té 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 as may be applicable) was derived from sources within a
possession of the United States, and (b) 50 percent or more of the
gross income for such period or such part thereof was derived
rom 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 1552 and the regulations, an affiliated group of cor-
porations may make a consolidated income tax return in lieu of
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
and 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 shall 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

Instructions—Form 1120 (1963)
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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, section 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).

O. 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

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 is 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
amount 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. obligations.—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 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 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
loans, notes, mortgages, bonds, bank deposits, corporate bonds,
etc. The term ‘‘corporate bonds” includes bonds, debentures,
notes, certificates of indebtedness, or other evidences of indebt-

1963

corporations 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. i

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
companies, 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 form furnished to
such officer, in lieu of the information requested in lines 1 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—1 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 1 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 year; show the total assets
as of the beginning of the taxable year.

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 171.

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 for deduc-
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. Royalties.—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 sales 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 jtems, 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—(1) 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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Worthless 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.—Egter rent paid or accrued for business property
in which the cogporation 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 t(Tax Computation) ; Federal taxes paid on bonds containing
a tax-free 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 paid.—Enter contributions or gifts
actually paid within the taxable 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 educational purposes or the prevention of cruelty to children or
animals (but in the case of contributions or gifts to a trust, chest,
fund, or foundation®only 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, orgahi-
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 the acerual 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 cantributions 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.

PAGE 3

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 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 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:

(@) Emergency facilities.—Section 168;
(b) Research and experimental expenditures—Section 174;
(¢) Exploration expenditures.—Section 615; )
- (d) Development expenditures.—Section 616;
(e) Organizational expenses.—Section 248; and
(f) Trade-mark and trade-name expenditures.—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 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. (Section
167.) The allowance does not apply to inventories or stock-in-
trade nor to land apart from the improvements or physical devel-
opments added to it. Depreciation on leasehold 1mprovements,
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 shall 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 ynust be taken into account
in determining the depreciation deduction (except under declining
balance method) either by a reduction of the amount subject to
depreciation, or by a reduction 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-
pative 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 js 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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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
cost of improvements to the cost (or other basis) of the prggerty
and deduct the total depreciation allowed or allowable. Pivide
the result by the number. of years of useful lifée remaining to the
asset—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 depreciation under this method may not exceed one and
one-half times the applicable straight-line rate.

(¢) Special rules for new assets acquired after December 31,
1953.—The cost or other basis of an asset acquired after Decem-
ber 31, 1953, may be depreciated under methods proper in the
past; or, it may be depreciated under any of the following methods
provided (I? 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.—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
[ In the case of a 5-year life
this sum would be 15 or (5+44+4-3+4-2+41). 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—Additional first-year depreciation allow-
ance.—Corporations 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 percent”
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 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.

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

in method of depreciation.——Taxpayers, who may desire
to follow more conservative depreciation 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 after December 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 O (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 necessary
to bring your depletion schedule up to date, setting forth in full
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 account in determining the
adjusted basis for property for the purpose of computing a deduc-
tion for depletion under section Glf.

For details concerning the information which must be furnished
in thé election to agiregate sepafate operating mineral interests
under section 614 (b), 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. .

25 (4). 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.

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 sclf-insured plan, the amount of benefits paid during
the taxable year. Also sgow the number of employees employed
by the corporation. Co

'26. Other deductions .authorized by law.—Enter any other au-
thorized deductions for which no space is provided on the return,
Any deduction claimed should be 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. Items 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
receiving 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 capital 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 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 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. 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}.)

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.

(¢) 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 foreign 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 computed
without regard to the provisions of subsection (a) (1) (B) of such
section. (Section }72 (d).)

As stated, the net operating loss deduction is the sum of the
carryovers and carrybacks. However, the following modifications
must be taken into account in determining the taxable income
for any year which must be subtracted from a net operating loss

2
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to determine the portion of such loss which will still be available
to carry to a subsequent year:

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

(v) 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 aﬂali-
cation for a tentative adjustment should be filed on Formm 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 operziﬁng 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 investinent trust.

Attach a schedule showing your computation.
29. (b) Special deductions.—See the instructions for Schedule I.

32. Credits.—Enter all payments and credits except the credit
allowed for income taxes paid to a foreign country or U.S. pos-
session and the investment credit (lines 4 and 6, Tax Corputation
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 (¢) 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 rieed not be completed for any officer for which the
combined amount is less than $10,000,

The information is to be submitted by each member 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
Ehar:ier or bylaws such as regular officers, chairman of the

oard, etc.

SCHEDULE I—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 dividengds received from a regulated invest-
ment company, see section 854 regarding limitations on amount
deductible. ny 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 856858 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.

Sb) 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, for dividends paid.

(¢) 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, ne 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

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

Sttributable to a period or periods aggregating in excess of 366
ays.

2, Total dividends-received deductions.—In a year in which a
net operating 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 taxable income for
the 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-
%uted without regard to the deduction provided in section 922.

nder the fmvisions of section 172 (d), this special deduction is
not allowed in a year in which a net operating loss occurs.
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TAX COMPUTATION INSTRUCTIONS

1. Normal tax.—Section 11 provides a normal tax for taxable
years beginning before July 1, 1964, equal to 30 percent of tax-
able income. 1In the case of a taxable year beginning after June
30, 1964, the normal tax is equal to 25 percent of tax',able income.

2. Surtax.—Section 11 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 11 shall not apply
to a corporation subject to a tax imposed by-—(1) 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 period,
the taxable income for the short period beginning on the day after
the close of the former taxable year and ending at the close of the
day before the 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) Gompute 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 11 (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 comparnies
subject to tax imposed by sections 802 and 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—(1) 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 insurance 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 1 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-
ond 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 1120L so used need not be separately executed
under the penalty of perjury. ’

8. Credit for taxes.—If, 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 require a 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.

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

12, Persogal holding companies.—Section 541 imposes a tax
upon the uddistributed 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
1120PH 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.)
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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.

3, under P, state the principal business activity and principa
For example, if the principal business activity is “Other special trade contractors,’

erection.” .
AGRICULTURE, FORESTRY, and

Code FISHERIES

0110 Farms.

0120 Agricultural gervices and hunting
and trapplng.

0130 Forestry and forestry services.

0140 Fisherles.

Metal mining:
1010 Iron ores. .
1020 Copper, lead and zinc, gold and silver

ores,

1008 Miscellaneous metal mining,

1100 Al_,ﬂ_lncila and bituminous coal and lignite
mining.

Crude petroleum and natural gas:

1310 Crude petroleum, natural gas, and
natural gas liquids.

1380 Oil and gas fleld services.

Nonmetallic minesals (except fuels) mining:-

1410 Btone, sand, and gravel,

1498 Miscellaneous nonmetallic minerals,
except fuels.

CONTRACT CONSTRUCTION

General contractors:

1510 Building construction.

15620 nghway and streot construction,
and other heavy construction.

Special trade contractors:

1531 Pluin;lbing, heating, and alr condi-

tioning.

1632 Electrical work.

1538 Speoial trade contractors, not else-
where classified.

MANUFACTURING

Food and kindred products:

2010 Meat products.

2020 Dairy products.

2030 Canning and preserving fruits, vege-
tables, and sea foods.

2040 Grain mill products,

2050 Bakery produots.

2060 Sugar.

2070 Confectionery and related products.
2082 Malt liguers and malt,

2084 Wlnes,‘fmmdy and brandy spirits.
2085 Distilled, rectified, and  blended

Hquors. -
2086 Boft drinks, flavoring extracts, and
L)

sirups.

2091 Vegetable oil mills, and animal,
marine, and edible fats and oils,

2098 Food and kindred products, not else-
where classified.

2100 Tobaceo manufactures.

Textile mill products:

2211 Broad woven fabric mills, cotton.

2212 Broad vsoven fabric mills, man-made

r and silk,

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
classifled.

Apparel and other fabricated testile products:

2310 Men’s and boys' clothing.

2330 Women’s, children’s, and infants’
clothing.

2380 Hats, caps, miliinery, fur goods, and
other afzparel and accessories.

2308 M%scel aneous fabricated textile prod-
uets.

Lumber and wood products, except furniture:

2410 Logging camps and logging con-
tractors, sawmills, and planing mills,

2430 Millwork, vencers, plywood, and
prefabricated structural wood prod-

uets.

2498 Wooden containers and miscella-
neous wood products.

Furniture and fixtores:

2510 Household furniture.

2690 Furniture and fixtures, except house-
hold furniture.

Paper and aflied products:

2611 Pulp mills,

2614 Paper, ruperboard, building paper,

ding board mills.

2640 Converted paper and paperboard

roducts, except containers.

2650 Paperboard boxes and containers.

Printing, publishing, and allied industri

2711 Newspapers: publishing, publishing

and printing.
2712 Perfodicals: publishing, publishing
and printing.

MINING

Code
2715 Books: publishing, publishing and
rinting; and miscellaneous pub-

ishing.

2720 Commercial printing, including book
printing, manifold business forms,
and greeting cards. .

2780 Bookbinding, related industries, and
printing trade services.

Chemicals and allied prod

2811 Industrial inorganic and organic
chemicals.

2812 Plastics materials, synthetic resins,
synthetic rubber, and man-made
fibers, except glass.

2830 Drugs.

2841 Soaps, detergents, and cleaning

reparations.

2842 P’erfumes, cosmetics, and other tollet

reparations.

2860 Paints and allled products, including
gum and wood chemicals.

2870 Fertilizers and other agricultural

chemicals.
2898 Miscellaneous chemical products.
Petroleum refining arid related industries:
2911 Petroleum refining without extrac-

Code :

3691 Electric lighting and wiring equip-
ment, except insulated wire.

3698 Electrical machinery, equipment,
and supplies, not elsewhere classified.

Transportation equipment:

3711 Motor vehicles; passenger car, truck,
-and bus bedies; and truck trailers.

3714 Motor vehicle parts and accessories.

3721 Alrcraft, and complete gulded mis-
siles and space veblcles. -

3722 Aircraft Ea.rts, and guided missile and
space vehicle subassemblies.

3730 Ship and boat building and repair.

3791 Railroad equipment, including street

cars.

3798 Motoreycles, bicycles, and parts, and
transportation equipment, not else-
where classified.

Scientific i photographi

watches and clocks:

3810 Sclentific and mechanical measuring

struments.

3830 Optical, medical, and ophthalmic

goods.
3860 Plllxotographlo equipment and sup-
es.
3870 eVatches and 9lock§.

2

tion.

2912 Integrated petroleum refining and
extraction.

2098 Paving and reofing materials, and
other products of pefroleum and coal.

Rubber and miseell plastics product:

3010 Tires and igner tubes,

3020 Rubber footwear, reclalmed rubber,
and other fabricated rubber products.

3098 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 Glass and glass products.

3240 Cement, hydraulle,

3250 Structural olay products.

3260 Pottery and related products.

3270 Concrete, gypsum, and plaster

products. -

3208 Cut stone and stone products, and
abrasive, asbestos, and miscellaneous
nonmetsllic mineral products.

Primary metal industries:

3310 Blast furnaces, steel works, and iron
and steel foundries and forgings.

3330 Nonferrous metals: smel refin-
ing, rolling, drawing, and alloying,
lnciudlng foundries and forgings.

3398 év[liscellaneous primary metal indus-

ries.

Fabricated metal products, except machinery

and transportation equipment:

3410 Metal cans.

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 stamplings.
3462 Metal coating and engraving.
3498 Fahricated wire products and mis-
cellaneous fabricated metal products.
Machinery, except electric:
3510 Engines and turbines.
3520 Farm machinery and equi t
3530 Construction, mining, and materials
handling machinery and equipment.
3540 Metalworking machinery and equip-

ment.

3550 Special industry machinery and
equipment, except metalworking.

3560 General industrial machinery and
equipment.

3570 Office, computing, and accounting
machines.

3580 Service industry machines.

3598 Miscellaneous machinery,
electrical.

Electrical hinery, equf an

3611 Electrical transmission and distribu-
tion e ull)ment.

3612 Electrical industrialapparatus.

3630 Household appliances.

3650 Radio and televislon receiving sets,
except communication types.

3661 Communication equipment.

3662 Elelctronlc components and acces-
sories.

except

cluding ordnance and accessories:

3910 Jewelry, silverware, and plated ware.

3920 Toys and sporting goods.

3930 Ordnance, except guided missiles.

3991 Costume Jewelry.

3098 Musieal “instruments, office and
artists’ materials, and manufacturing
industries, not elsewhere classified.

TRANSPORTATION, COMMUNICATION,
ELE(V,'[I'(I:KF!‘% GAS, and SANITARY

Transportation:

4011 Railroad transportation, terminals,
and related services. :

4020 Local, suburban, and intercity pas-
senger transportation, including taxi-
cabs and school busses. S

4030 Motor freight transportation and
warehou: .

4040 Water transportation,

4050 Air transportation. .

4060 Pipe line transportation.

4098 iM scellaneous transportation serv-

ces.

Communication services:

4810. Teleph com feat! (wlire or

radio).
4820 T%legraph communications (wire or

radlo).

4830 Radio and television broadcasting,

4808 Communication services, not else-
whers classified.

Electric, gas, and sanitary services:

1 4010 Electric companies and systems (95

percent or more),

4920 QGas companies and systems (95 per-
cent or more).

4930 Combination companies and sys-
tems—gas, electric, or other services.

4940 Water supply snd other sanitary
services.

. WHOLESALE TRADE

5010 Motor vehicles and automotlve
equipment.

5020 Drugs, chemicals, and paints.

5030 Dry goods and apparel.

5047 Meat and meat products. X

5048 Poultry and poultrﬂ products, fish
and sea foods, and other groceries and
related products.

5050 Farm products—raw materlals.

50680 Electrical goods.

5070 Hardware, and plumbing and heat-
ing equipment and supplies.

5080 Machinery, equipment, and supplles.

5001 Metals and minerals, except petro-
leum products and scrap.

5092 Pelt;o eum bulk stations and termi-

nals.

5095 Beer, wine, and distilled alcobolic
beverages.

5096 Paper and Its- products.

6097 Lumber and construction materials.

5008 Other wholesale trade.

RETAIL TRADE

Building materials, hardware, and farm equip-

ment:

5211 Building materials.

52156 Hardwaro stores,

5216 Farm equipment dealers.

General merchandise stores:

5221 Department stores.

“Total receipts” means gross receipts (line 1, page 1) plus all other income (lines 4 through 10, page 1). On page
1 product or service which account for the largest percentage of total receipts.
% the principal product or service may be ‘“structural steel

Code

5222 Varlety stores.

6223 Mail order houses.

6228 Gencral merchandise stores, not else-
where classified.

5230 Food stores.

Automotive dealers and gasoline service sta-

tions:

6241 Automobile and truck dealers.

5243 Qasoline service statfons.

6248 Tire, battery, and accessory dealers,
and miscellaneous aircraft, marine,
and atitomotive dealers.

Other retail stores:

5250 Apparel and accessories.

5260 Furniture, home furnishings, and
equipment stores.

5270 Eating and drinking places.

5291 Drug stores and proprietary stores.

5292 Liquor stores.

6293 Jewelry stores.

5298 8porting goods and secondhand
stores, farm and garden supply, fuel
and ice dealers, and other retail
stores.

FlNANC% 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 banks:

6021 Savings and loan, buflding and loan
associations.

6022 Personal credit agencles.

60256 Business credit agencies.

6028 Loan correspondents and brokers,
and other credit giencies.

6030 Security and commodity brokers, dealers,
exchanges and services.

Holding and other & i

6042 Regulated investment companies.

6043 ie‘tﬂ estate investment trusts,’ 1960

ct.

6044 8mall business investment com-
paules, 1058 Act, .

6048 Other holding and investment co.

Insurance companies:

6055 Life Insurance.

6056 Mutual insurance, except life, or
marine, and certain fire or flood
insurance companies.

6057 Insurance agents,
service,

6068 Other insurance companles,

Real estate:

6510 Real estate operators (except devel-
opers) and lessors of buildings.

6521 Lessors of mining, oll, and similar
Y‘roperty. .

6522 Lessors of rallroad property.

6528 Lessors of real property other than
buildings, not elsewhere classified.

6550 Subdividers, developers, and oper-
ative builders.

68591 Agents, brokers, and managers.

6592 Title ahstract companies.

6593 Combinations of real estate, insur-
ance, loans, and law offices.

SERVICES

7000 Hotels, rooming. houses, camps, and other
lodging places:

Personal services: ‘

7210 Laundries, laundry services, cleanin,
and dyeing flants.

7220 Photographie studios, including com-
mercial photography.

7298 Beauty, barber, shoe repair, and
pressing shops, funeral, and other
personal services.

Business servicea:

7310 Advertising.

7398 Credit reporting and employinent
agencies, news syndicates, dupli-
cating, mailing, stenographie, build-
ing, and other business services.

Automobile and other repair services:

7510 Automoblle parking, repalr, and
services. .

7650 Repair services, except automobile.

Motion pictures:

7810 Motion é)lcture production, distribu-
tion, and related services.

7830 Motion picture theaters.

7900 A and ional  services,
except motion pictures.

Miscellaneous services:

8010 Medtcal services.

8020 Educational services.

8030 Legal services.

8098 Services, not elsowhere classified.
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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 be backed up by receipts, paid bills, or similar docu-
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.

Travel Expenses.—The new rules disallow déductions -

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 vacation time
amounts to 25 percent or more of the total time on the
trip. In addition, if the travel expense qualifies as an

U.8. GOVERNMENT PRINTING OFFICE

ordinary and necessary business expense, none 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 ke made.

Entertainment Expenses.—To deduct entertainment
expense 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 substantial and bona fide busi-
ness discussion, or (3) covered by one of the following
exceptions:

(a)
(b)
(¢)
(d)

(e)
(f)

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,
(g) meetings of business leagues,

(h) items available to the public, and

(i) entertainment sold to customers.

Business Gifts,—Business 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
éxcepted 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.
069—10—18}26-1
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Statistics
of Income

PUBLICATIONS IN PREPARATION

Corporation Income Tax Returns with decounting peviods
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 returnms,
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-dune
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, andU, 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 of businesses, 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.

Individual 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 income credit, 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, and Estate 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
1959-1966. -

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 1934-1966.

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 accounting periods
ended July 1963-June 1964, Preliminary (38pp., 30F)

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

Depletion Allowances for Mineral Production reported on
U. S. Tax Returns for 1960 (62 pp., 405)

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

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

Fiduciary, Gift, and Estate Tax Retuyns filed during1963
(108 pp., 65¢)

Statistics of income publications are for sale by the Superintendent of Documents, U. S. Government Printing Office, Washington, D. C. 22452
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