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Letter

of

Transmittal

Treasury Department,
Office of Commissioner of Internal Revenue,
Washington, D. C, November 29, 1976.

Hon. William E. Simon,
Secretary of the Treasury.

Dear Mr. Secretary:

As required by section 6108 of the Internal Revenue Code,

we have prepared and are now sending you the complete report.

Statistics of Income—1972. Corporation Income Tax Returns.

A sample of unaudited corporation income tax returns with

accounting periods ended July 1972 through June 1973 served

as a basis of the estimates in this report.

The report presents statistics on receipts, deductions, net

income, income tax liability, tax credits, and distributions to

stockholders, as well as on assets and liabilities. Statistics are

also presented on the corporate tax base and on book net in-

come. The major classifications of the data are industry and size

groupings based on total assets and business receipts. Cate-

gories of tax returns are also provided. These include returns with

net income, consolidated returns, returns of members of con-

trolled groups, returns of Small Business Corporations electing

to be taxed through their stockholders, and returns of Domestic

International Sales Corporations (DISCs).

Additional information about DISCs and the foreign tax

credit, as well as on Controlled Foreign Corporations will be

published separately.

Commissioner of Internal Revenue.

iii
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Change Sheet
CHAHOES TO SIAIISriCS FOB ACTIVE CORPORATIONS, 1972

The atatlBtlcs for corporations have been revlced since the printing of the tables for this publication. Major changes to returns with total assets of $250,000,000 or more are
shown below. Changes of lesser significance will be incorporated in the statistics published in the Supplemental. Report, Statistics of Income—1968-1972, Foreign Tax Credit on
Corporation Returns. Table A Gummarizes the overall effect of these changes.

[All figures are estimates based on samples—money amounts are in thousands of dollars]

, Sunnary

As shown in

tables
As shown in

tables

TOTAL ACTIVE CORPCRATION RETURNS

Total receipts
Dividends received froB foreign corporations
Other receipts
Total receipts less total deductions
Constructive taxable income from related foreign
corporations

Foreign dividend income resulting from foreign taxes
deemed paid

2,171,209,849
i, 609, 805

28,082,272
99,i78,258

1,957,903

1,857,128

2,171,157,168
4,566,750
28,072,646
99,425,577

2,010,584

1,909,809

RETURNS WITH NET INCCME

Total receipts

Dividends received from foreign corporations

Other receipts

Total receipts less total deductions

Constructive taxable income from related foreign
corporations

1,895,095,856

4,540,345

23,059,462

115,103,380

1,895,043,175

4,497,290

23,049,836

115,054,079

1,990,224

Tables B and C below show the amounts to be added to or subtracted from specific items. Comparable changes should also be made to the following classifications when they are
included in the tables:

Returns with net income
Returns other than Forms 112QS end 1120-DlEC

Returns with total assets $250,000,000 or n»re
Returns with accounting period ended December 1972

Industry Classification

Table
number

A, B,

C, D,

3, 4,

5. 6,

'. 9,

12, 17,
28, 30,

31, 32,
and 33

26, 27

TOTAL ACTIVE CORPORATION RETURNS

Total receipts
On returns of members of controlled groups
On returns of members of controlled groups allocating one surtax exemption
under section 1561
On returns of members of controlled groups electing to use multiple surtax
exemptions under sections 1562 and 1564

On returns of members of parent-subsidiary groups
On returns with tax preference items
On returns classified by size of business receipts:
$500,000,000 under $1,000,000,000
$1,000,000,000 or more

Dividends received from foreign corporations
Other receipts
Total receipts less total deductions
Constructive taxable income from related foreign corporations....
Foreign dividend income resulting from foreign taxes deemed paid.

CONSOLIDATED REPHRNS

Total receipts
Dividends received from foreign corporations
Other receipts
Total receipts less total deductions
Constructive taxable income from related foreign corporations....

Total
active

corporation
returns

-52,681
-52,681

6,405

-52,681
-59,086

2,411
-55,092

-43,055
-9,626
-52,681
52,681
52,681

-59,086
-49,460
-9,626

-59,086
59,086

Manufacturing

-60,354
-60,354

-60,354
-60,354

1,143
-61,497

-49,460
-10,894
-60,354
60,354
60,354

-60,354
-49,460
-10,894
-60,354
60,354

Chemicals
and allied
products

1,143
1,143

1,143
1,143

1,143
1,143
-1,143
-1,143

Motor
vehicles

and
equipment

-61,497
-61,497

-61,497
-61,497

-49,460
-12,037
-61,497
61,497
61,497

Wholesale
and

retail
trade

Retail
trade

General
merchandise

stores

6,405
6,405

6,405

6,405

6,405

6,405

6,405
-6,405
-6,405

Finance,
insurance.
and real
estate

Credit
agencies
other than

banks

Business
credit

agenc ies

1,268
1,268

1,268

1,268
1,268

1,268
1,268

-1,268
-1,268

1,268

1,268
1,268
-1,268

Table C. - Total Receipts, by Various Size and Other Classifications

Table
number

Classification or item
Total
number

Classification or item

Returns with normal tax, surtax, and alternative tax before
credits, total
With normal tax, surtax, and alternative tax after credits
total
Size of normal tax, surtax, and alternative tax after
credits:
$1,000,000 under $10,000,000
$10,000,000 under $50,000,000
$100,000,000 or more

Without normal tax, surtax, and alternative tax after
credits

With additional tax for tax preferences, total
With normal tax, surtax, and alternative lax before
credits

Returns with estimated tax payments
With normal tax, surtax, and alternative tax before
credits, total
With normal tax, surtax, and alternative tax after
credits, total
Size of normal tax, siirtax, and alternative tax after
credits:
$1,000,000 under $10,000,000
$10,000,000 under $50,000,000

Without normal tax, .surtax, and alternative tax after
cred i ts

Returns without estijnated tax payments
With normal tax, surtax, and alternative tax before
credits, total
With normal tax, surtax, and alternative tax after
credits, total
Size of normal tax, surtax, and alternative tax after
credits;
$100,000,000 or more

-52,681

-5'-', 086

1,268
1,143

-61,497

6,405
1,268

1,268

8,816

8,816

2,411

1,268
1,143

6,405

-61,497

-61,497

-61,497

Returns with overpayment or with equal tax and payments,
total

With income tax after credits, total

Size of income tax after credits;
$1,000,000 under $10,000,000
$10,000,000 under $50,000,000
$100,000, 000 or more

Without income tax after credits

Returns showing refunds of estimated tax, total

With refunds not equal to 1971 overpayments claimed as a
credit plus 1972 estimated tax payments, total

Without income tax after credits

Returns with tax preference items, total

Size of total items of tax preference:
$1,000,000 under $5,000,000
$10,000,000 or more

With normal tax, surtax, and alternative tax before
foreign tax. Investment, and work incentive credits,
total

Size of total items of tax preference:

$1,000,000 under $5,000,000
$10,000,000 or more

-52,681

-59,086

1,268
1,143

-61,497

6,405

6,405

6,405

-59,086

1,143
-60,229

-59,086

1,143
-60,229

vi



Section 1 Corporation

Income Tax
Returns,

1972

Return Coverage

This report presents statistical estimates

derived from a stratified sample of un-

audited corporation income tax returns

filed for the 1972 income year, defined to

include accounting periods ended July 1972

through June 1973. Approximately 1,813,000

returns of active corporations (including

about 288,000 filed by Small Business Cor-

porations electing to be taxed through their

stockholders and about 2,800 filed by

Domestic International Sales Corporations)

were filed for this period. Active corpora-

tion returns provided the basis of all finan-

cial statistics presented in this report.

Specifically excluded from the estimates

are financial data from returns of:

(1) inactive corporations, defined as

those with no income or deductions,

(2) foreign corporations where such

data were for income not effectively con-

nected with a trade or business within the

United States,

(3) farmers' cooperatives exempt from

income tax under Code section 521, and

(4) non-profit organizations (educa-

tional, charitable, and similar organizations)

exempt from income tax under Code sec-

tion 501.

Regardless of the amount of their income,

the Internal Revenue Code required all cor-

porations to file returns. This included all

domestic corporations unless expressly ex-

empt and all foreign corporations that had

income subject to U.S. tax and that did not

have sufficient taxes withheld at the source

of the income to fully satisfy the tax liability.

In addition to legally defined corpora-

tions, the Internal Revenue Code required

the following types of organizations to file

as corporations:

Joint-stock companies
Insurance companies
Unincorporated associations

Business trusts

Savings and loan associations

Certain partnerships

Mutual savings banks
Cooperative banks

These organizations, though not legally or-

ganized as corporations, possessed the

characteristics typical of the corporate form

such as continuity of life, centralization of

management apart from ownership, limited

tax liability of owners, and transferability of

shares of capital ownership; and, conse-

quently, they were required to file corpora-

tion income tax returns.

Activities Covered

The estimates in this report cover corpo-

rate business activities in the United States

as reported on returns of domestic and cer-

tain foreign corporations. Some foreign ac-

tivities, however, were included. Dividends

remitted from foreign subsidiaries of do-

mestic corporations and, to a limited extent,

undistributed earnings of foreign subsidi-

aries were included. The estimates also

include data on income earned by domestic

corporations through foreign branches.

The term "domestic corporations" refers

to companies incorporated in the United

States, but does not necessarily imply do-

mestic activity. For instance, a business

may have been incorporated in the United

States, had its principal office here, and

yet conducted all of its business abroad

through foreign branches. The effect of

foreign activity on the statistics may vary.

Some industries may have higher inci-

dences of foreign activity than others and

foreign income would be reflected in their

statistics to a greater extent. Also, foreign

activity may occur more frequently among
corporations of a given size than among
others.

For foreign corporations organized

abroad but engaged in trade or business

in the United States, only income that was
considered "effectively connected" with the

conduct of the trade or business in the

United States was included in the statistics.

Other foreign corporations, organized

abroad and not engaged in trade or busi-

ness in the United States, were liable for

tax only on investment income from U. S.

sources. The returns for these foreign cor-

porations, however, were not included in

the estimates.

Time Period Covered

The estimates in this report are based

on data from both returns with accounting

periods that coincided with calendar year

1972 and returns with accounting periods

that were for a noncalendar year. The non-

calendar years represented in the 1972

statistics ended during the span of months

July 1972 through June 1973. This span, in

effect, defines the income year in such a

way that the noncalendar year accounting

periods are centered at the calendar year.

The 12 accounting periods covered by

the 1972 report are presented in chart 1.

This chart shows a span of 23 months

between the first-included accounting pe-

riod beginning in August 1971 (and ending

in July 1972), and the last included period

beginning in July 1972 (and ending in June

1973). This report, therefore, shows income
received or expenses incurred in any or all

of the 23 months from August 1971 through

June 1973. On the other hand, end-of-year

balance sheet amounts such as for total

assets and inventories show the position of

some corporations in December 1972 and
of others as early as July 1972 or as late

as June 1973. (Net income and total assets

reported on returns for each of the 12

accounting periods are presented in table

A.)

Corporations were required by law to file

returns for the accounting period custo-

marily used in keeping their books. Less

than half of the returns were filed for the

calendar year, but these included returns

of most of the larger corporations. Just over

80 percent of total assets and nearly 72 and

59 percent of net income (less deficit) and

total receipts respectively were reported on

calendar year returns. See table A and

charts 1 and 2.

The total number of active corporations

included, in addition to returns with ac-

counting periods that spanned 12 months,

returns with accounting periods that

spanned less than 12 months. Such returns

are referred to as part-year returns and

were filed, for the most part, by continuing

corporations changing their accounting pe-

riods, new corporations in existence less

than 12 months, merging corporations, and

liquidating corporations.

Summary of Corporate
Activity

The statistics for 1972 reflect major

changes in tax law brought about by the

Revenue Act of 1971. These changes in-

cluded the establishment of the Domestic

International Sales Corporation or DISC, a

new type of corporation designed specifi-

cally to encourage the export of U. S.

goods and services. The 1971 Act also
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Corporation Returns/1972 3

Table A.— Active Corporation Returns: Number of Returns, Total Receipts, Net Income. Income Tax, and Total Assets, by Accounting Period. 1972

lAII figures are estimates based on samples— numbers ot returns are in thousands, money amounts are in millions of dollarsi

Accountins period ended'
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Chart 3

Returns with

net income

Corporate

net income

before tax and

income tax/

1968-1972

Billions of dollars

Net
Income \>

Income taxi/ Before credits

After credits

•1/Before and after investment and foreign tax

credits and for 1972, work incentive credit.

of Its existence. Table 20 show/s that there

were 7,000 employees covered under the

program.

Statistics for 1972 indicate an overall

increase in corporate profits before tax

over 1971. Table B and chart 3 show that

net Income increased over 16 percent from

$97 billion for 1971 to nearly $113 billion

for 1972, while receipts for 1972 as re-

Table C—Active Corporation Returns: Number of Returns. Total Assets, Total Receipts, Net Income, and Income Tax, by Size of Total Assets, 1971

and 1972

jAII figures are estimates based on samples— numbers of returns are in thousands, money amounts are in millions of dollarsi
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ported on the tax return totaled $2 trillion

for the first time. Associated with the in-

crease in income reported on returns with

net Income, table B also shows that the

deficit reported on returns without net

income declined slightly from nearly $17

billion to just over $16 billion for 1972.

The increase in corporate net income

(less deficit) for 1972 was accompanied by

a 14 percent increase in income tax before

credits to $42.5 billion, and an 11 percent

increase In tax after credits. Tax after

credits which totaled $33.5 billion includes

the additional tax for tax preferences, the

so-called "minimum tax." This tax, intro-

duced by the Tax Reform Act of 1969,

amounted to $316 million for 1972, com-

pared to $279 million the year before.

The sum of the three credits against

income tax, foreign tax credit, Investment

credit, and work Incentive credit, exceeded

$9 billion for 1972. As previously indicated,

tlie work incentive credit was new be-

ginning with 1972 and accounted for only

a small fraction of total credits, while the

foreign fax credit and Investment credit,

each up sharply, amounted to more than $6

billion and $3 billion, respectively. The for-

eign tax credit of more than $6 billion rep-

resented an increase of nearly 12 percent

over 1971. This Increase was related to the

Increase In foreign dividends received by

domestic corporations during the 1972 tax

year. The investment credit, which amount-

ed to over $3 billion, increased by more

than 85 percent over 1971. This increase

was associated with the reinstatement, un-

der the Revenue Act of 1971, of the invest-

ment credit beginning with 1971.

Table C provides an additional com-
parison between 1971 and 1972 for key

benchmarks by size of total assets. Table

D, for 1972 only, shows these same bench-

marks and compares the extent to which

the data were reported on consolidated

returns (which Include both parent and

subsidiaries), and on nonconsolidated re-

turns.

Depreciation Under Class Life

Asset Depreciation Range
(CLADR) and Class Life

(CLS) Systems

Tables 22 and 23 present the first statis-

tics on use of the Class Life Asset Depre-

ciation Range (CLADR) system and Its com-

panion, the guideline Class Life System

(CLS). The CLADR system under the Reve-

nue Act of 1971 was an outgrowth of the

ADR (Asset Depreciation Range) system

introduced by the Treasury Department in

June 1971, as well as the earlier Deprecia-

tion Guideline system first contained in

Revenue Procedure 62-21 issued by the

Treasury in 1962. The CLADR and CLS sys-

tems both combined and replaced the 1962

procedure. Use of these systems increased

depreciation deductions over what they

otherwise would have been.

All of these systems including the 1962
Guidelines had in common the grouping of

assets, regardless of type, according to

the broadly-defined industrial activity in

which the assets were used, with each
grouping given a depreciation "class life."

Assets which cut across industry lines,

such as buildings, also had lives associated

with them. In the overall, each system pro-

vided for generally shorter than average

lives and each was elective as an alterna-

tive to depreciating assets, item by Item,

based chiefly on the corporation's own ex-

perience. Beyond this point though, each
system differed substantially and each con-

tained its own exceptions and limitations.

Two of the principal differences between

the 1962 rules and the 1971 successors

were that the CLADR system (but not CLS)

allowed taxpayers to alter the stated de-

preciation class lives upward or downward
within a 20-percent range and that use of

the 1962 Depreciation Guidelines had to be

justified by past retirement and replacement

practices using the depreciation "reserve

ratio test."

For 1972, corporations could choose to

use the CLADR and CLS systems for the

depreciation they claimed for tax purposes

as a substitute for depreciating individual

assets based on their own facts and cir-

cumstances. The CIJ^DR system first ap-

plied to assets placed In service in 1971;

the CLS system, to assets placed In serv-

ice before 1971.

The statistics reveal that, based on state-

ments filed in support of total depreciation

Table D.— Consolidated and Nonconsolidated Returns: Number of Returns, Total Assets, Total Receipts, Net Income, and Income Tax, by Size of Total

Assets, 1972
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for 1972, there were 14,000 returns with

CLADR depreciation on acquisitions made
for the most part in 1971 and 1972. The

CLADR depreciation on these returns

totalled nearly $9 billion. In contrast, there

were 1.3 million returns with depreciation

deductions for which there were supporting

statements and these depreciation deduc-

tions totalled $57.6 billion. The number of

returns with depreciation under CLS was

only 3,000, but they accounted for over

$12 billion in depreciation. This 3,000 in-

cluded corporations with depreciation on

assets placed in service before 1971 that

had switched from use of the 1962 Guide-

lines or that had adopted class lives for

the first time. The number of returns with

depreciation under both CLADR and CLS
was not tabulated.

The apparent low usage of the CLADR
and CLS systems as evidenced by the sta-

tistics was affected by amended returns

because such returns were not included in

the sample used for the statistics (see De-

scription of the Sample and Limitations of

the Data). Owing to the timing of the issu-

ance of the final income tax regulations

relating to the new systems, taxpayers

were allowed to elect them on amended

returns for taxable years beginning before

January 1, 1973.

Infrequent use of the CLS system for

pre-1971 acquisitions (which to a varying

extent may have already been depreciated

by 1972) can be related to the increased

taxpayer reporting requirements involved

as part of the CLS election. These require-

ments were not applicable under the 1972

Guidelines. In addition, because the ad-

vantages in using or not using the 1962

Guidelines prior to 1971 varied from com-

pany to company, it is not possible to draw

any conclusions about the use of CLS rela-

tive to the use previously made of the 1962

revenue procedure.

The statements or schedules from which

the data in tables 22 and 23 were taken

included attached Forms 4832 (required of

those using the CLADR system) and 5006

(required of those using the guideline CLS),

as well as the summary schedule of all

depreciation claimed. However, the amount

of depreciation determined according to

the corporation's own circumstances on an

item-by-item basis and the total of all

depreciation were not tabulated from the

summary schedule. Therefore, the data

shown are not altogether comparable with

the data shown for the "depreciation de-

duction" which excludes relatively small

amounts, deducted as part of either the

cost of goods sold or of some other ex-

pense item on the return form, that could

not be identified for the "deduction" sta-

tistics. This is further discussed in the

Explanation of Terms. In addition, the

tables show that not all corporations pro-

vided depreciation statements with their

Income fax returns (they may have been

filed separately later on) although it may
be assumed that because of the filing re-

quirements in connection with the CLADR
and CLS systems, the depreciation report-

able in such statements would have been

computed on an ifem-by-item basis.

More detailed information about the

CLADR and CLS systems can be found in

the Explanation of Terms section of this

report under Depreciation, as well as in

Statistics of Income for 1971. Information

about the 1962 Depreciation Guideline

rules was published in Statistics of In-

come for 1962 and 1965.

Changes in Law

Described below are two of the major

law changes which were introduced during

the 1972 income year and which affected

the comparability of the statistics with

those in prior year reports. These changes

resulted from the Revenue Act of 1971.

Domestic International Sales
Corporations (DISC)

A new method of tax treatment for U. 8.

corporations engaging in export activities

was provided for by the Revenue Act of

1971. The Act established a new type of

corporation, known as the Domestic Inter-

national Sales Corporation (DISC), for tax

years beginning on or after January 1, 1972.

The principal objectives of the legisla-

tion were to increase exports and improve

the balance of payments. The DISC was
designed to help achieve these objectives

both by placing U.S. exporters on a more
equal tax footing with their foreign com-
petitors, many of which were located in

countries that had tax structures that en-

couraged exports, and by more closely

equating U.S. taxation of export profits

with taxation of U.S. corporations that pro-

duced and sold abroad through foreign

subsidiaries.

Prior to the DISC legislation, U.S. corpo-

rations engaged in export sales were taxed

currently on their export profits at the full

U.S. corporate income tax rate. On the

other hand, foreign subsidiaries of U.S.

corporations producing and selling abroad

were not subject to U.S. income tax and

U.S. parent corporations were not normally

taxed on foreign subsidiary earnings until

the earnings were received as dividends.

The Act provided a system of tax de-

ferral for DISCS and their stockholders

(mainly other corporations). The profits of

a DISC were not taxed to the DISC but

were taxed to the stockholders of the DISC

when distributed or deemed to be distrib-

uted. In general, the stockholders of a

DISC were deemed to receive an annual

dividend equal to one-half of the DISC'S

taxable income. This deemed distribution

was fully taxable to the stockholders even

if the earnings were not actually distributed.

Federal income taxation was deferred on

the one-haif of the DISC'S taxable income

which was not deemed distributed until one

of the following events occurred: the in-

come was actually distributed to the DISC'S

stockholders; a stockholder disposed of the

DISC stock: the DISC was liquidated; or the

election to be treated as a DISC was
terminated or revoked.

Corporate stockholders receiving DISC

dividends were not permitted the inter-

corporate dividends received deduction.

The dividends received deduction was de-

signed to prevent multiple taxation of cor-

porate earnings: consequently, as a DISC

itself was not subject to taxation the divi-

dends received deduction was not applica-

ble.

Dividends (deemed or actual) paid by a

DISC were treated as dividends from a

foreign corporation to the extent the divi-

dends were attributable to certain export

receipts of the DISC. Thus, all stockholders

could claim a foreign tax credit for any

foreign taxes imposed directly on a DISC

dividend. Corporate stockholders could also

claim an indirect credit for foreign taxes

paid by a DISC. The limitation on the for-

eign tax credit (see "Foreign tax credit" in

the Explanation of Terms) was app'ied sep-

arately with respect to aggregate dividends

received from all DISCs, and then to all

other foreign source income.

To qualify as a DISC, a corporation must

have been organized under the laws of any

State or the District of Columbia, have only

one class of stock, issue outstanding capital

stock with a par or stated value of at least

$2,500. and satisfy the "gross receipts"

and "gross assets" tests.

The gross receipts test required that at

least 95 percent of the corporation's gross

receipts consist of "qualified export re-

ceipts." In general, qualified export receipts

were receipts from the sale or lease for

use outside the United States of "export

property," or from the furnishing of serv-

ices related and subsidiary to the sale or

lease of export property. Also included

were dividends on stock of a "related for-

eign export corporation" and interest on

any obligation which was a "qualified ex-

port asset." "Export property" was defined

as property manufactured, produced, grown

or extracted in the United States. Receipts

from exports subsidized by the U.S. Gov-

ernment or exports intended for use in the

United States did not qualify as export

property. A DISC could not engage in

producing, growing, or manufacturing ex-

port property.

The gross assets test required that at

least 95 percent of the corporation's assets

be qualified export assets. In general, qual-

ified export assets were inventories of ex-

port property; necessary operational equip-

ment and supplies; trade receivables from

export sales (including commissions re-
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ceivable); producer's loans; working capi-

tal; investments in related foreign export

corporations; obligations issued, guaran-

teed, or insured by the Export-Import Bank

or the Foreign Credit Insurance Associa-

tion; and, obligations of the Private Export

Funding Corporation.

A DISC which, for a taxable year, failed

to satisfy the gross receipts test or the

gross assets test, thereby failing to qualify

as a DISC, could nevertheless satisfy these

qualification requirements by making a

"deficiency distribution" for such year,

whereby the DISC made a distribution to

its stockholders after the close of the tax-

able year. The DISC, at this time, had to

demonstrate that the failure to make

these distributions prior to the actual date

made was due to reasonable cause.

Additionally, to qualify as a DISC, a new

or previously existing corporation had to

file an election requesting to be treated as

a DISC. For the election to be valid, all

stockholders of the corporation on the first

day of the election year must have con-

sented in writing. The election remained

valid unless the corporation revoked it or

failed to qualify as a DISC for 5 consecutive

years.

A DISC usually acquired export property

from its parent or an affiliated corporation

("related suppliers") and then sold the

property abroad; however, it could act

simply as a commission agent on export

sales of related suppliers. The method used

for allocating income between a DISC and

its related suppliers was therefore an im-

portant part of the DISC statute. The alloca-

tion was achieved through special inter-

company pricing rules which permitted the

DISC to realize taxable income in an

amount which did not exceed the greater

of:

(a) 4 percent of the qualified export

receipts attributable to the sale of export

property plus 10 percent of related "export

promotion expenses." defined as ordinary

and necessary expenses incurred to obtain

qualified export receipts {referred to as the

4 percent method);

(b) 50 percent of the combined taxable

income of the DISC and its related supplier

attributable to qualified export receipts plus

10 percent of related export promotion

expenses (referred to as the 50-50 method);

or

(c) taxable income based upon the

price actually charged the DISC by its

related supplier if that price was justifiable

on an arm's-length basis (referred to as the

arm's-length method).

The following types of corporate organi-

5.

6.

7.

8.

zations were not eligible to be treated as a

DISC:

Tax-exempt corporations;

Personal Holding Companies;

Banks and trust companies;

Mutual and savings banks, domes-

tic building and loan associations,

and cooperative banks;

Insurance companies;

Regulated investment companies;

China Trade Act corporations re-

ceiving the special deduction pro-

vided in section 941 of the Code;

and

Small Business Corporations elect-

ing to be taxed through their stock-

holders.

For any taxable year in which a corpora-

tion was a DISC or in which at any time it

owned, directly or indirectly, stock in a

DISC or former DISC, the corporation was
not allowed to take the Western Hemisphere

Trade Corporation deduction and was not

entitled to exclude from income amounts

earned in U.S. possessions as permitted

under section 931.

Form 1120-DISC, Domestic International

Sales Corporation return, was filed annual-

ly by a DISC on or before the 15th day of

the 9th month following the close of its

taxable year. No extensions of time for

Table E. -Active Domestic international Sales Corporation Returns, Form 1120-DISC: Number of Returns. Balance Sheet and Income Statement Items,

and Distributions. 1972
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filing returns were allowed. Not all corpo-

rations filing an election to be treated as a

DISC may have followed through with their

intent and, as a result, filed no Form 1120-

DISC for 1972. Others may not have filed

their election on time; DISC elections had

to be filed at the beginning of a corpora-

tion's taxable year. Consequently, these

corporations could not file as DISCs for

1972. In addition, DISC returns filed for

1972 and showing no income or deductions

were considered returns of inactive corpo-

rations and were therefore excluded from

the statistics. As a result, there was a sub-

stantial difference between the number of

DISC elections in 1972 and the number of

Form 1120-DISC returns reflected in this

report.

Table E is a summary of DISC assets,

liabilities, receipts, deductions, and distri-

butions for 1972. Included are items unique

to the DISC return. Many of these items

were combined for the standard presenta-

tion contained in table 24. Additional in-

formation about DISCs is included in the

International Income and Tax supplement

to Statistics of Income.

Work Incentive (WIN) Credit

The Revenue Act of 1971 provided a job

development tax credit, i^nown as the work

incentive or WIN credit for taxable years

beginning after December 31, 1971. This

new credit was intended to expand job

opportunities for persons participating In

the Federal Work Incentive Program which

was designed to provide job opportunities

for welfare recipients and to make partici-

pants ready for the jobs when the jobs

were ready for them. Taxpayers that were
engaged in a trade or business and that

hired participants in the WIN program were
allowed a credit against their income tax

liability for 20 percent of the WIN program
expenses; I.e., salaries and wages that

were paid such persons in taxable years

beginning after 1971 for services performed
during their first 12 months of employment

(whether or not the twelve months were

consecutive).

To qualify as WIN program expenses,

salaries and wages must have:

(1) been paid to employees certified

by the Secretary of Labor as being from the

WIN program and the employees could not

have displaced any individual from em-
ployment.

(2) consisted entirely of cash remuner-

ation.

(3) been paid or incurred:

(a) for services rendered during the

first 12 months of employment. (Although

the employee must have been employed
for at least 24 months, the first 12 months

could span a 24 month period, after which,

the employee must have been employed
for 12 months consecutively.

(b) in the employer's trade or busi-

ness.

(4) not been less than wages paid to

the non-WIN employees performing com-
parable services.

(5) not been reimbursed to the em-
ployer. (If so, the expenses, for credit pur-

poses, were disregarded to the extent of

the reimbursement.)

(6) not been paid or incurred:

(a) for employment outside the

United States.

(b) after the end of the 24 month

period beginning with the first day of the

employee's employment. (The employee's

total months of employment must have

equaled 12 on or before the end of this

period.)

(c) to an ineligible individual. (In

the case of corporations, an employee who
owned directly or indirectly more than 50

percent of the value of the corporation's

stock; or was a relative of such an em-
ployee.)

The credit for salaries and wages paid

was tentative, in that it represented earned

credit before considering the impact of a

limitation based on the presence or size of

income tax. The WIN credit was applied

against tax liability that had first been

reduced by foreign tax and investment

credits, respectively. Tax which could be

reduced by the credit did not include addi-

tional tax for tax preferences or Personal

Holding Company tax. When applied

against tax, the WIN credit was limited. For

a given year it could not exceed $25,000

plus 50 percent of tax in excess of $25,000.

The limitation was uniquely applied to

members of controlled groups (as defined

by Code section 1563) in that the $25,000

cutoff applied to the group as a whole and,

thus, had to be apportioned among the

component members of the group when
separate tax returns were filed for each
member.

For Small Business Corporations elect-

ing to be taxed through their stockholders,

WIN program expenses for each taxable

year were allocated pro rata among those

persons who were stockholders on the last

day of the taxable year for use in com-
puting their own WIN credit.

Further, if the WIN program participant

was involuntarily terminated at any time

during the first 12 months of employment
or before the close of the 12th calendar

month of employment thereafter, any WIN
credit taken for that particular participant

had to be recaptured. The recapture re-

sulted in an increase in the employer's in-

come tax liability, for the year of the ter-

mination, by the amount of the disallowed

WIN credit.

Unused WIN credit, the amount in excess
of the limitation based on the size or

presence of tax, could be carried back or

forward for use in other years. The unused
WIN credit had to be first carried back 3

taxable years or to the earliest applicable

taxable year (i.e., only to a taxable year be-

ginning after December 31, 1971) and then

any unused amount remaining was to be
carried forward 7 taxable years or until the

credit had been exhausted. The unused
credit carryback and carryover could be
used to reduce any income tax liability for

years to which it was carried provided It

was within the limitation based on size of

tax for that year.



Section 2 Tables

for

1972

General Income and Financial

Statistics

1 Number of returns, receipts, cost of

sales and operations, net income, tax

and credit items, distributions to stock-

hiolders, total assets, net worth, depre-

ciable assets, and depreciation deduc-
tion, by minor industry. 10

2 Balance sheets and income statements,

by major industry, 16

3 Returns with net income: Balance
sheets and income statements, by major
industry, 24

4 Balance sheets and income statements,

by size of total assets, 32

5 Returns with net income: Balance
sheets and income statements, by size

of total assets, 34

6 Selected balance sheet, income state-

ment, and tax items, cost of property

used for investment credit, and distribu-

tions to stockholders, by major indus-

try, by size of total assets, 36
7 Selected balance sheet, income state-

ment, and tax items, and distributions to

stockholders, by industrial division, by
size of business receipts, 69

8 Book net income or deficit and tax

return net income or deficit, by major
industry, 74

Income Tax and Related Statistics

9 Tax items: Number of returns by se-

lected types of tax, net income or defi-

cit, statutory special deductions, income
subject to tax, income tax, credits, pay-

ments, selected foreign dividend items.

Small Business Corporations (Form
1120S) and Domestic International Sales

Corporations (Form 1120-DISC), by
major industry. 76

10 Returns other than Forms 1120S and
1120-DISC: Income subject to tax: Num-
ber of returns, net long-term capital

gain, net income, income subject to tax,

income tax, foreign tax, investment, and
work incentive credits, by size of in-

come taxed at normal tax and surtax
rates, or size of deficit, 90

11 Returns other than Forms 1120S and
1120-DISC: Number of returns, selected

receipts, net income, tax computation
items, income tax, and selected tax

preference and investment credit items,

for returns with and without estimated
tax payments, by size of tax after for-

eign tax, investment, and work incentive

credits, 95
12 Income, special deductions, Income tax,

credits, and taxpayment items, by ac-

counting period, 103

13 Returns with estimated tax payments:

Number of returns, net income, income
subject to tax, income tax, credits, pay-

ments, tax due, and overpayment, by tax

status, by accounting period, 105

14 Taxpayments: Number of returns, re-

ceipts, net income, tax computation

items, and income tax, by taxpayment
status, by size of income tax after for-

eign tax, investment, and work incentive

credits, 107

Foreign Corporations and Foreign-

Owned U.S. Corporations

15 Returns of active foreign corporations

with U. S. business operations. Form
1120F: Income statement and tax items,

by industrial division, 112

16 Active domestic corporation returns:

Number of returns with 50 percent or

more ownership by another entity, ano

balance sheets and income statements

for returns with 50 percent or more
foreign-ownership, by selected indus-

trial divisions, 113

Tax Preference Items

17 Returns other than Forms 1120S and
1120-DISC: Tax preference items: Num-
ber of returns, and tax preference and
related items, by tax preference status,

by major industry, 115

18 Returns other than Forms 1120S and
1120-DISC: Tax preference items: Num-
ber of returns, and tax preference and
related items, by size of total assets, 124

19 Returns other than Forms 1120S and
1120-DISC: Tax preference items: Num-
ber of returns, and tax preference and
related items, for returns with and with-

out net income, and for returns with and
without normal tax and surtax, by tax

preference status, by size of total items

of tax preference, 126

Work Incentive Credit Items

20 Returns other than Form 1120-DISC:

Work incentive credit items, by indus-

trial division, by size of total assets, 133

Investment Credit Items

21 Investment credit items: Number of re-

turns, cost of property, investment quali-

fied for credit, tentative credit, carry-

over, income tax, investment credit, un-

used credit, depreciable assets, depre-

ciation deduction, and returns with

carryover, by major industry, 134

Depreciation

22 Selected depreciation items, by major
industry, 138

23 Selected depreciation items, by size of

total assets, 139

Active Domestic International Sales
Corporation Returns, Form 1120-DISC

24 Balance sheets and income statements,

by selected industries, 140

Active Small Business Corporation
Returns, Form 1120S

25 Selected balance sheet and income
statement items, and distributions to

stockholders, by industrial division, by
size of total assets, 142

Consolidated Returns and Controlled

Groups

26 Consolidated returns: Balance sheets
and income statements, by industrial

division, 147

27 Consolidated returns: Balance sheets
and income statements, by size of total

assets, 148
28 Members of controlled groups other

than Form 1120-DISC: Number of re-

turns, total assets, total receipts, net
income, income tax, and selected divi-

dend items, by type of return, by major
industry, 150
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Active Corporation Returns

Table 1.— Number of Returns, Receipts, Cost of Sales and Operations, Net Income, Tax and Credit Items, Distributions to Stockholders, Total Assets,

Net Worth, Depreciable Assets, and Depreciation Deduction, by Minor Industry

[All tigures are estimates based on samples — money amounts are in thousands ol dollarsi
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Active Corporation Returns

Table 1.— Number of Returns, Receipts, Cost of Sales and Operations, Net Income, Tax and Credit Items, Distributions to Stockholders, Total Assets,

Net Worth, Depreciable Assets, and Depreciation Deduction, by Minor Industry— Continued

lAII figures are estimates liased on samples money amounts are in thousands ol dollarsi
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Active Corporation Returns

Table 1.—Number of Returns, Receipts, Cost of Sales and Operations, Net Income, Tax and Credit Items, Distributions to Stockholders, Total Assets,

Net Worth, Depreciable Assets, and Depreciation Deduction, by Minor Industry—Continued

(All tigures are estimates based on samples money amounts are in tjiousands of dollars]
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Active Corporation Returns

Table 1.—Number of Returns, Receipts, Cost of Sales and Operations, Net Income, Tax and Credit Items, Distributions to Stockholders, Total Assets,

Net Worth, Depreciable Assets, and Depreciation Deduction, by Minor Industry— Continued

[All figures are Astlmatas based on samples— money amounts are In thousands of dollars
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Active Corporation Returns

Table 1.— Number of Returns, Receipts, Cost of Sales and Operations, Net Income, Tax and Credit Items, Distributions to Stockholders, Total Assets,

Net Worth, Depreciable Assets, and Depreciation Deduction, by Minor Industry— Continued

[All ttgurss are estimates based on samples -money amounts are In thousands ol dollars 1
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Active Corporation Returns

Table 1.— Number of Returns, Receipts, Cost of Sales and Operations. Net Income, Tax and Credit Items, Distributions to Stockholders, Total Assets,

Net Worth, Depreciable Assets, and Depreciation Deduction, by Minor Industry— Continued

|AII (isures 3re estimates based on samples— money amounts are in thousands ot dollarsi
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Active Corporation Returns

Table 2.— Balance Sheets and Income Statements, by Major Industry
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Active Corporation Returns

Table 2.— Balance Sheets and Income Statements, by Major Industry— Continued
[All figures are flstimates based on samples -money amounts are in thousands o1 dollars

I

Major industry— Continued

Manufacturing- Continued

Tobacco

manufac-

tures

Textile

mill

products

Apparel

and other

fabricated

teitile

products

Lumber

and wood

proilucts.

except
furniture

Furniture

and

fixtures

Paper and

allied

products

Printing

and

publishing

Chemicals

and allied

products

Petroleum

refining

and

related

industries

(f3l (17) (11) (191

Number of returns, total...

With net income

3 fetal assets

Cash
ftotes and accounts receivable

Less Allowance for bad debts

Inventories

Investments in GoveinmenI obligations^

United Slates

State and local

Other current assets

Loans to stockholders

Mortgage and real estate loans

Other investments

Depreciable assets

Less Accumulated depreciation .

Oepletabie assets

Less Accumulated depletion

Land

Intangible assets (amortizabie)

Less Accumulated amortization

Other assets

22 Total liabilities

Accounts payable

Mortgages, notes, and bonds payable in less than one year...

Other current liabilities

Loans from stockholders

Mortgages, notes, and bonds payable in one year or more
Other liabilities

Capital stock

Paid-in or capital surplus

Retained earnings, appropriated

Retained earnings, unappropriated

Less Cost of treasury stock

Total receipts

Business receipts

Interest on Government obligations-

United States

State and local

Other interest

Rents

Royalties

Net short term capital gain reduced by net long-term capital loss..

Net long term capital gam reduced by net short term capital loss..

Net gain, noncapital assets

Dividends received from domestic corporations

Dividends received from foreign corporations

Other receipts

Total deductions

Cost of sales and operations

Compensation of officers

Repairs „

Bad debts

Rent paid on business property „

Taxes paid

Interest paid _

Contributions or gifts

Amortization,, „„.„

Depreciation

Depletion

Advertising .

Pension, profit sharing, stock bonus, and annuity plans...

Employee benefit programs

Net loss, noncapital assets

Other deductions

Total receipts less total deductions

Constructive taxable income from related foreign corporations..

Net income (less delicit) (line 64 plus 65 minus 37}....

Net income .,

Deficit ,...„ ,

Income subject to noimal tax. surtax, and alternative tax

Income tax. total

Normal tax. surtax, and alternative tax

Tax from recomputing prior year investment credit

Additional tax for tax preferences

Investment credit

Worii incentive credit ,

Distributions to stockholders

Cash and property except own stock

Corporation's own stock

294

154

S.IS9.M>

161.041

636.212

12,686

3.057.227

(•)

580

141.097

CI
7.987

2.208.357

2.380.158

653.374

41.292

102.802

CI

C)
630.341

8.659.548

496.836

620.490

531.002

C)
2.350.382

331.085

772.153

747.913

C)
2.871.938

C)

9.432.21S

22

43.902

101.030

22.850

C)
22.220

5.247

47.674

13,596

44,173

8.432.994

4718.861

25.182

65.863

7.410

104.618

1.441.353

209.471

5.955

1.199

187.938

C)
398.176

71.208

62.726

(•)

1.116.741

999,221

8,017

1.007.216

1.010.403

CI

967.646

460.560

460.191

369
(•)

16.942

5

327.368

C)

6.057

4.152

17.224.637

683,017

4,267,247

66.906

4.486.339

87.440

24.665

446.802

26.617

28.823

1.246.236

11.171.800

5.788.384

C)
CI
147.404

45.473

15.481

431.343

17.224.637

2.263,706

1,843,318

971,071

126,401

2,878.456

385,331

1.734.928

1.245.545

43.857

5.959.077

227.053

26.888.719

26.463.662

4,182

1.157

65.226

58.848

24.732

C)
47.573

11.275

11.323

12.305

177.645

2S.9S0.7S2

20.685.414

331.604

216.295

62.783

216.649

590.053

365.250

16.855

2.367

760.685

C)
162.383

135.675

77.785

15.597

2.320.365

927.957

6.483

933.283

1.169.343

236.060

1.099.766

507.920

506.417

1.480

C)

50.202

4

211.593

16 889

17.507

11.714

15.125.872

969.883
4,455.095

73.984

4.713.685

20.282

9.158

584.071

98.948

14.819

1.567.312

3.387.188

1.659.626

973

111.659

61.929

16.970

881,450

15.125.872

2.936445

1.634,820

1.202,931

222,716

2.485.162

386.426

1.718,230

1.217.155

17.897

3.467.887

163,797

27.819.S29

27.418.931

1.205

614

66.508

41.786

29.966

1.364

19.653

10.787

22.089

10.334

196.292

27.31S.338

20.801.146

643.969

57.313

59.606

324.504

643.276

297.668

16.263

3.395

273.372

1.657

207.391

127.233

83.011

470,857

3.305.677

503.191

(•)

507.426

1.061.007

553.581-

959.682

429.939

429.590
348

CI

13.688

138.381

24.136

10.942

7.240

14.503.387

707.931

2.453.188

35.710

2.367.945

21.097

6.274

831.349

40,631

48.016

1,284,654

8.635 405

3.804.035

1.176.323

65.354

333.765

16.153

4.325

490,080

14.S03.387

1.199.205

1.234.395

996.071

146.094

3.594.588

659.174

1.550.264

1.465.067

21.928

3.744.371

107.770

19,789.807

18.917.223

1.235

705

75.660

37.662

11.009

2.339

539.147

43.347

10.020

9.214

142.246

1S.S81.2S9

14.019,707

315,184

163,909

41.161

123,977

500,081

308,023

12.011

7.291

646.624

610.395

67.706

89.597

53.361

10393

1.611.839

1.208.548

1,469

1,209,312

1,334,096

124.784

1.212.012

475.801

472.554

1.394

1.853

45.028

45

238.490

C)

6.585

4.416

4.913.479

287,848

1.391 289

30.518

1.394.621

13.258

15.849

132.900

22.428

4.884

341.929

2.009.364

920.894

CI
C)
82621
20.273

5,906

151,502

4.913.479

687.835

469.326

400.740

79.746

663.832

143.560

658.809

307.884

11.176

1,533.668

43.097

9.SS1.827

9.509.631

623

906

14.024

13.496

7.872

69

10.634

7.441

2.324

C)
83.502

9.t86.S84

6,833 440

232.641

41.737

29.289

108 820

246.906

83405
6,043

778

144.029

471

105.336

59.332

45.162

1.833

1.247.362

465.243

C)
464.364

553.986

89.622

512.897

233.884

233.702

182

59.752

19.899

3.437

2.602

23.7tO.021

776.494

3.560.167

91.450

3.143.404

297.546

109.632

699.961

7.734

727.561

3,018.791

18.234.397

8.528.974

871.938

187.839

426.140

34.715

14.820

624,624

23.710.021

2.111.252

881.609

2.016.695

129.119

5.198.633

1.248.791

2.551.762

2,547.472

25.359

7,188.085

188.756

27.327.429

26,436.850

3.552

7.052

146.471

49.213

58731

648

361.055

17.642

25.076

69.846

151.293

2S.910.321

18435.404

221.663

587.743

56.325

281.729

681617
462.270

21,833

11,597

1.084.217

171.783

226.106

200.971

171.002

35.152

3.260.909

1,417,108

44,166

1.454.222

1.537.482

83.260

1.492.303

653.301

643.830

5.518

3.953

66.287

94

510.871

C)

26,757

16.617

22.44S.070

1.463.271

5.240.089

376.761

2.180.592

287.120

115.547

1,136.570

95.684

25.077

3,447.388

10.934 896

5,122,196

96.581

12.709

470.580

246.921

61.480

2.277 900

22.44S.070

2.290.112

1.310.106

1,946.666

265.072

3.581.800

1.514.157

2.284.324

1.833.210

146.544

7,621.589

348.510

30.072.710

29.053.773

13.117

7.354

121.284

110.648

81.273

1.304

139.079

30.897

53.465

24.354

436.162

21.979.453

18.333.566

873.457

155.442

205.016

413.125

830.004

313.617

37.908

8.020

802,951

11,945

264 671

307,536

207.952

21.119

5.193.124

2.093.257

15,426

2.101,329

2.325.508

224.179

2.144.709

977.142

974.563

2.554

25

51.059

20

471.491

44.789

9.729

6.643

S1.744.7E6

1.745.500

12.624.398

232.320

10.723.905

333.910

253.873

1.627.617

92.471

56.711

10.315877

42.884.954

22.222.637

465.037

156.293

888.710

442.641

142.901

2.043,313

S1.744.7CE

6.226.796

2.423.161

4.392.876

380.436

11.616.302

2.346.370

6.304.929

7,869,678

219.515

20,535.456

570.753

70.573.108

68.191.899

15.724

8.318

328.568

102.335

372.817

3.848

248.124

26.212

113.845

510.602

650.816

E4.S1E.355

42.063.373

532.795

1.185.634

131.331

704.449

1.506.317

948.054

59.299

13.619

3.027.748

132.479

2.475.679

758,748

413.884

29.346

10.833.600

5.756.753

284.788

6.033.223

6.213.232

180.009

5.998.543

2.827.513

2.814.772

10.486

2.255

171.347

62

2.089.981

129.510

1.004

583

10S.019,(MO

1.727.645

17,730.532

267.664

6.084.468

820.088

90.026

2.895.279

91.602

94.086

24.737.166

70.390.258

34.686.803

10.929.223

4.437.895

3.509.814

5.233.864

3.635.992

3.713.343

10S.019.040

9.729.718

1.954.824

4.396.338

58.688

15.874.746

9.621.339

10.174.085

16.095.425

941.755

36.863.100

690.978

102.187.1E1

95.090,213

43.689

3.013

715.493

789.703

152.963

3.094

347.223

67.221

1.486.252

1.331.179

2.157.118

9E.40S.082

67.545555

130.972

1.520.174

313.608

1.327.754

4.994.064

1,525.515

29.348

18.798

3.325.769

3.345.157

392.344

547,383

232,685

23.999

11.134.957

5.779.079

146.959

5.923.025

5.987.271

64.246

4.559.881

2.293.243

2.124.055

3.626

165.562

132.422

C)

3.235.909

CI

Footnotes at end of table See text (or "Explanation of Terms" and "Description of the Sample and Limitations of the Data
"
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Returns With Net Income

Table 3.— Balance Sheets and Income Statements, by Major Industry— Continued
[All figures are estimates based on samples money amounts are in thousanils ol dollarsl

Number of returns with net income

Total assets

Cash

Notes and accounts receivable

Less Allowance tor bad debts

Inventories

Investments in Government obligations:

United Stales

Stale and local

Other current assets

Loans to stockholders

Mortgage and real estate loans

Other investments

Depreciable assets

Less Accumulated depreciation

Depletable assets

Less Accumulated depletion

Land

Intangible assets (amortiiable)

Less Accumulated amortization

Other assets

Total liabilities

Accounts payable

Mortgages, notes, and bonds payable in less than

one year

Other current liabilities

Loans from stockholders

Mortgages, notes, and bonds payable in one year or

more

Other liabilities

Capital stock

Paid in OF capital surplus

Retained earnings, appropriated

Retained earnings, unappropriated

Less Cost of treasury stock

Total receipts

Business receipts

Interest on Government obligations

United Slates

Slate and local

Other interest

Rents

Royalties

Net shorlterm capital gam reduced by net

long term capital loss

Net long term capital gam reduced by net

short term capital loss

Net gam. noncapital assets

Dividends received Irom domestic corporations

Dividends received Iiom foreign corporations

Othei receipts

Total deductions

Cost of sales and operations

Compensation of officers

Repairs

Bad debts

Rent paid on business property

Taies paid

Interest paid

Contributions or gilts

Amortization

Oepiecialion

Depletion

Advertising

Pension, profit sharing, stock

bonus, and annuity plans

Employee benelit programs

Net loss, noncapital assets

Other deductions

Total receipts less total deductions

Constructive taxable income from related foreign

corporations

Net income (line 63 plus 64 minus 36)

Income subject to normal tax. surtax, and alternative

tax

Income tax. total

Normal tax. surtax, and alternative tax

Tax from recomputing prior year investment credit

Additional tax (or tax preterences

Investment credit

Work incentive ciedit

Distributions to stockholders

Cash and property except own stock

Corporation's own stock

Major industry Continued

Wholesale and retail trade Continued

Retail trade

Total

retail

trade

(401

249 787

109.748.804

7.532.947

26.375.523

845.416

36.389.750

256.743

153.135

2.926.712

691.300
156.954

7.467.974

38.936.575

16.894.630

165.682

39.306

3,516.312

287,238

78.022

2,749,133

109.748.604

19.551.225

13.433.222

8.578.973

2.234.627

14.694.948

4.852.947

11.306.106

5.395.715

544.155

30.246.855

1.090.169

297.533.430

14,975

7,631

807,542

1,086,972

5.602

269.497

98.473

97.194

59.953

5.095.336

2B8.E70.S03

208.518.078

5.303,476

1.212.409

687.491

5.823.372

4.961.570

2.186.885

92.900

15.313

3.315.577

23.823

4.327.317

852.522

547.101

29.550

50,773.119

8.862.927

47.884

8.903.180

7.596.876

3.144.947

3.139.951

3.797

1.199

172.179

187

1.453.148

122.796

Building

materials,

hardware,

and farm

equipment

(41)

22,730

8.334.788

555.075

2.261.342

55.769

3.390.726

(•)

4.2)1

145.449

66.017

28.159

375.535

2.170.054

1.044.250

52.255

17.272

249.245

17.197

6,187

136,958

8.334.7IB

1.155.734

515.658

270.588

841.610

137,199

1.141.547

291 553

15.040

2.445.222

100.100

19.611.2ES

710

529

48.904

39.585

1.385

1.185

35.604

9.689

6.126

(•)

210.060

18.883.141

14.677.254

534.001

69.629

88.742

172.772

297.567

125.752

6.542

184

193.696

1.365

147.276

59.485

32.200

1.577

2.475.099

728.124

727.595

585.042

224.865

224.5)3

155

197

9.704

123.410

14.344

General
merchandise

stores

14332

38.297.832

1.515,134

13.081,350

508.993

10.457.375

78.738

63.864

658.705

111.810

7.809

3.035.865

13,597.524

5.636.245

(•)

(•)

1.173.232

48.877

9.850

588.863

38.297.832

7.935.471

2.530.832

3.271,747

181,688

6.016,490

3.007,461

2,815984

1,852,383

275,362

10.634.150

223.736

85.554.912

61.921.985

4.300

2.300

331.468

341.779

3.819

177

74.178

11.200

47.489

57,606

2.758.611

82.989.135

38.380,201

383.761

304,881

264,695

1.567.359

1.523.218

887.272

38.571

2.542

967.045

4,989

1.720.350

300.806

141,213

3,299

16,498,933

2.565.777

46.751

2.610.228

2.488.253

1.152.549

1.150.600

1.086

863

58.476

33

716.377

20.899

Food

stores

(431

16.626

10.051.033

850.706

626.591

9.716

3.120.157

48.119

38.548

333.417

40.901

18.276

932.143

6,114.285

2.752.829

!•)

(•)

391.612

8.832

3.183

289.286

10.051.033

359.067

766.866

156.492

1.500.017

290.590

959.983

826.700

6.670

3.227.013

94.957

53.127.775

2.556

1.291

46.112

171.780

697

210

33.407

12.951

5.468

937

269.180

S2.228.E89

41.374.588

353.740

232.019

23.645

799.268

642.869

132.552

7.897

1.151

544,207

(•)

446,116

148.398

162.584

2,590

7.356,351

899.086

564

898.359

803.830

354.200

353.202

998

163.107

51.363

Automotive

dealers

and

service

stations

(44)

46.486

20.359,145

1.469.935

3.746.500

99.211

9.475.322

16.757

CI

633.182

96.101

20.112

650.277

5.166.898

2.168.874

29.376

3.589

792.790

26.751

8.363

509.387

20.359.145

6.766.585

1.598.543

425.675

2.308.898

301.223

2.211.637

500.593

50.613

4,285.410

210.087

13.379,041

82.233.292

1.946

1.272

184.240

261.117

744

1.937

35.491

27.045

7.541

(•)

624.205

BI.901.E1I

68.606.317

1,355.795

200.071

121.563

733.381

876.065

561.294

13.347

1.730

554.537

7.035

715.695

112.951

77.700

4.011

7,960.119

1.477.437

CI
1.476,165

1.221.543

464.407

463.706

692

CI

16.927

114.342

9.338

Apparel
and

accessory

stores

(45)

27.258

E.831.327

760.323

1.313.810

24.792

2.622.954

76.467

13.379

274.881

80.906

13.137

569.797

1,682.969

811.267

C)
C)

61.271

12.394

3.057

187.350

8.831.327

1.432.630

327.912

520.553

174,908

481.079

125.893

849.698

344.096

9.321

2.658.107

92.870

15.142.610

14.792.552

1,940

506

40.763

66,797

8.902

2.940

13.785

CI

210,709

14.407.193

9.009.057

457.467

51.451

34.750

737.332

298.037

65.135

7.799

1.094

148.714

C)
281.475

51.367

25.204

2.224

3,231.840

735,417

734.911

626.219

248.388

248.241

147

Furniture,

home fur-

nishings,

and equip-

ment stores

(46)

23.269

5.989.585

494.305

2.004.560

48.483

. 2.175.979

8.215

9.960

160.336

53.296

7.003

234.687

1.172.943

524.278

CI

C)
110.365

19.364

4.864

94.846

5,969.585

1.076.195

689.890

426.536

267.691

516.362

374.440

841.895

197.518

88.339

1.600.808

110.089

12.539.935

1.334

668

54,493

31.178

7.673

3.576

3.092

C)
330,991

12.071.893

7,768.727

535.825

41.527

62.319

295.537

237.883

90.145

5.267

690

105.594

C)
380.298

40.259

19.586

2.452

2.484.332

468.042

467.374

361.526

130.786

130,730

56

30.165

Eating

and

drinking

places

38.343

6.903.961

727.458

713.402

15.033

388.249

9.448

5.039

240.892

113.490

33.442

729.916

4848.663

1.925.644

7.989

CI
475.036

103.475

26.293

478.234

E.903.961

760.628

433.805

570.005

312.282

1,504.206

222.781

706.642

688.385

27.964

1,764,713

87.450

15.878.523

15.249.245

728

483

32.620

83.908

37.712

749

38.605

9.205

3.850

C)
221.115

14.877.874

6.600,718

557,150

188,211

15.554

754.460

547.862

135.576

4.171

5.030

429.662

C)
256.668

35.884

34.797

9.085

5.302.005

800.649

800.528

596.766

233.453

232.946

409

Miscel

laneous

retail

stores

60.743

13.000.933

1.160.011

2.627.968

83.419

4.758.988

12,956

12.340

479.850

128.779

29.016

939.754

4.183.239

2.031.243

34.698

CI
262.761

50.348

16.225

464.209

13.000.933

2.552.917

1.169.397

909.065

445.303

1.526,286

393,360

1,778,720

694.487

70.846

3,631.432

170,8

32.499.362

31.797.542

1.461

582

68.942

90.828

973

349

35.637

21.867

9.843

873

470.465

3 1.310.987

22 101.216

1.125.737

124.620

76.223

763.263

538.069

189.159

9.306

2.892

372.122

2.9

379.439

103.372

53.817

4.312

5.464.440

1.188.395

CI
1.188.020

913.697

336.299

336.013

254

137.415

15.667

footnotes at end of table See text tor "Explanation of Terms" and "Description of the Sample and Limitations of the Data
"
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-Continued

1 Number of returns wrth net income-

2 ITotil aueU

3

i

5

e

Cash

Notes anri accounts receivable

Less Allowance lor bad (tebts

Inventories

Investments in Government oblidations:

United Stales

State and local ,

Other current assets

Loans to stocktiolders

Mortgage and real estate loans

Other investments

Depreciable assets

Less Accumulated depreciatron

Depletable assets

Less Accumulaterl depletion

Land

Intangible assets lamortizablel

Less Accumulated amortrzation..

Other assets

\oia\ llabiirties

Accounts payable

Mortgages, notes, and bonds payable m less than one year

Other current Irabilities

Loans from stockholders

Mortgages, notes, and bonds payable rn one year or more
Other liabilities

Capital stock

Paid in or capital surplus

Retained earnings, appropriated

Retarned earnings, unappropriated

Less Cost of treasury stock

Total receipts

Business receipts
,

Interest on Government obligations:

United States

State and local

Other interest

Rents J...S~~~'^^
Royalties

Net short term capital gain reduced by net long term capital loss

Net long term capital gam reduced by net shorl term capital loss

Net gam. noncapital assets

Dividends recerved Irom domestic corporations

Dividends recerved from foreign corporations

Other receipts

Total derjuctions

Cost of sales and operations
Compensation of officers '"!!!'

Repairs

Bad debts Z.IZZ-
Rent pard on business property

Tales paid

Interest paid

Contributions or gifts

Amortisation

Depreciation _ „..

Depletion
""""'

Adverfrsing

Pension, profit sharing, stock bonus, and annuity plans
Employee benelit programs

Net loss, noncapital assets

Other deductrons

Total receipts less total deductions

Constructrve taxable income from related lorergn corporatrons..
Net income (line 63 plus 64 minus 36)
Income subject to normal tax. surtax, and alternative tax
Income tax. total

Normal tax. surtax, and alternative tax

Tax from recomputing prior year investment credit

Additional tax for tax preferences

Investment credit

Worli rncentive credit

Distributions to stockholders

Cash and property except own stock

Corporation's own stock

Major industnr— Continued

Finance, insurance, and real estjte

Total

finance.

insurance.

and real

estate

(SO)

265.671

1.S23.08I.S9I

150.08;.858

448.770.454

16.204,065

1,699,503

105.608,863

98,434,824

37,344,174

1.274,242

393.492.553

315.072.

64.374.194

19.580.729

1,544,911

732,691

14,335,001

543,568

174,424

27,190,537

Banking

(511

5.651.912

4.027,661

61,101,741

7,233,568

415,434

161,731

4,038,781

5,337,513

3,449,616

155,788

3,828,780

179.060.733

54,084,186

5,588,837

685,708

2,975,785

2,302,049

5,955,201

36.710,954

153.486

48.031

4.036.683

157.020

1.479.347

1.608.025

457.177

239.526

62.578.718

24.535.676

57.869

20.565.884

13.772.697

5.928.324

5.859.699

6.799

61.826

172.725

171

7.472.744

694.960

12.665

ei9.733.394

129.932,904

384,121,440

7,133,870

26,068

80,179,516

73,459,564

9.272,723

33.740

82,567.623

45,804,074

13.112.697

2.619.582

15.411

2.223

1.248.376

87.630

26.670

9,653.973

119.733.394

22,260.360
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Returns With Net Income

Table 3-— Balance Sheets and Income Statements, by Major Industry— Continued
lAII fi£ures are estimates based on samples money amounts are m thousands ot dollarsi
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Returns With Net Income

Table 3.— Balance Sheets and Income Statements, by Major Industry —Continued
(All tisures are estimates baseil on samples -money amounts are m thousands ot doltarsl
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Active Corporation Returns

Table 8.—Book Net Income or Deficit and Tax Return Net Income or Deficit, by Major Industry

{All figures are estimates based on samples money amounts are m thousands of dollarsi
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Active Corporation Returns

Table 8.~Bool( Net Income or Deficit and Tax Return Net Income or Deficit, by Major Industry— Continued

75

lAII figures are estimates based on samples— money amounts are in thousands of dollarsl

Major industrY

Returns vfith book net income Continued

Returns with boolt net income and
tax return deficit after tai

Number o1

returns

Boolt net

income

Tai return

deficit

after

Returns with booli deficit

ttumber of

returns

Returns with booli deficit

and tai return deficit after Ut

Number of

returns

Book

deficit

Tax return

deficit

after

Returns with book deficit and

tai return net income after tat

Number of

returns

Book

deficit

Alricufture. forestry, and fishery

Mining

Metal mining

Coal mining

Crude petioleum and natural gas

Nonmetallic mmeials (except fuels) mining

Contract construction

Manufacturing

Food and kindred products

Tobacco manulactuies

Textile mill products

Appaiel and othei labncated textile pioducts

Lumbei and wood pioducts, except tuinituie

Fuinituie and tiituies

Papei and allied products

Punting and publishing

Chemicals and allied products

Petroleum refining and related industries

Rubber and miscellaneous plastics pioducts

Leathei and leather products

Stone clay and glass pioducts

Primary metal industiies

Fabricated metal pioducts, except machmeiy and

lianspoilation equipment

Machineiy. except electrical

Electrical equipment and supplies

Motor vehicles and equipment

Transportation equipment, except motor vehicles

Scientific instiumenls, photogiaphic equipment,

watches and clocks

Miscellaneous manufactured pioducts, and

manutactuiing not allocable

Transportation, communication, electric, gas, ami
sanitary services

Tiansporlalion

Communication

Electric, gas. and sanitary services

Wholesale and retail trade

Wholesale trade

Gioceries and lelaled products

Machinery, equipment and supplies

Miscellaneous wholesale tiade

Retail trade

Building maleiials. hardware, and farm equipment

General meichandise stoies

Food sloies

Automotive dealeis and sen/ice stations

Appaiel and accessoiy stoies

Furniture, home furnishings, and equipment stores

Eating and dunking places

Miscellaneous retail stoies

Wholesale and retail trade not allocable

Finance, insurance, and real estate

Banking

Credit agencies other than banks

Security and commodity biokeis. dealeis. exchanges, and

services

Holding and other investment companies

Insurance carriers

Insurance agents, brokers, and service

Real estate

Hotels and other lodging places

Personal services

Business sen/ices

Automobile services, and miscellaneous lepaii services

Amusement and recreation services

Other services

16.876

223

232

CI

1.660

222

472

139

150

66

706

2.017

157

62

169

362

253

144

409

457

441

124

1.440

251

253

3.421

3.146

75

892

394

485

1.084

2.337.094

2S.99t

CI
CI

423.015

12.286

12.144

55.519

C)

CI

4.813

12.149

13.938

38.971

CI
C)

14.113

11.577

97.426

28.111
•1

16.376

44.306

37.172

S87.490

119.066

71.041

397.383

til. 192

41,976

•I

6,027

33,285

58.743

3.541

19.000

4.943

2.192

8.814

2.480

9.489

8.284

383.460

20.031

24.942

152.660

89,463

24,844

179,729

K.m
6.063

•I

31.501

14.160

18.775

12,218

1,876,008

8.038

C)
C)

725.203

13.808

9.906

397.072

CI

CI

11.333

10.705

8.425

29.450

C)

C)

5.765

24.907

53.057

66.714

•)

37.227

15.433

10.714

2C9.E1S

142.763

19.465

107.387

5.191

18.027

72.117

3.108

26.480

10.466

7.289

8.521

1.926

8.012

6.315

130.020

10.011

9.169

59,980

57,653

3,963

103,109

133,972

4.297

•I

86.618

12.574

17.430

12.093

Nature of business not allocable

585.197

13.800

5.577

664

1.058

2,791

1,061

54,220

82,023

4,476
•)

1,611

5,481

3,088

1,814

803

8,743

2,556

297

2.276

507

2.437

1.267

6.056

7,453

4,092

887

1,541

2,018

4,523

19,574

2,255

3.004

IS4.925

44.714

6.197

7.755

30.761

119.900

6.264

7.182

10.041

17.825

11.163

10.018

29.897

27.507

310

137,018

787

8.394

2.723

23.626

758

7.809

92.918

112,926

7.691

14.851

29.260

13.424

15.302

32.395

9.870

5.413

658

1.033

2.687

1.034

52,253

1,558

5,243

2,948

I 780

785

8,494

2,514

294

2,223

503

2,255

1,219

5 797

7,280

3,719

855

1,519

1,988

18.733

2.137

2.933

158.553

42,565

5.824

7.286

29.454

115.677

5.936

7,018

9,614

17,364

10,736

9,571

29,148

26,286

310

703

7,849

2,635

21,939

700

7 138

88,606

106,684

7,477

13.955

27.911

12.975

14.906

29.457

9.750

259.901

26.269

74.730

131.315

27.587

1.078,103

298.773

125.332

110.345

66.106

55.125

185.672

144.581

22.686

88.080

52.457

91.341

151.305

264 161

390.397

375.650

44.791

169.586

141.400

152.178

634.100

103.497

35.780

2.826.283

968.074

127.136

133.707

707.231

1.656.760

119.214

180.306

248.903

234.116

172.778

116.731

337.503

247.209

1.449

74.047

118.110

164.400

409,504

85,460

65,587

1,224068

207,043

97,761

359,956

109,005

379,699

396,237

37.366

11.879.756

309.686

302.838

32.193

78.715

154.639

37.291

213,046

135,617

109,107

71,348

63,245

181.714

162.354

25.941

95.133

56.140

66,378

156,704

270,982

416,951

380,124

42,073

212573

111,500

152.195

642.541

507.525

99.187

35.829

2,665,816

954.910

132.864

130,834

691.212

1.709.469

118.666

190.801

306.708

232,738

174.093

118,187

319.007

249.269

1.437

2.094,186

86.514

120.715

169.194

319,446

85,195

64.199

1.248.923

1.470.787

208 111

93.219

329.685

110 948

324.538

404.286

32.468

20,050

55D

163

C)

C)

CI

C)

C)

C)

C)

CI

1 712

272

408

1,031

3.034

163

350

337

332

299

571

784

5.772

82

482

62

1241

57

392

3.453

4,410

131

718

988
277

355

1.938

689.487

9.908

10.016

C)

CI

270,621

8.394

2.362

4.544

CI

13.846

12.957

343

C)

C)

96.397

11.406

C)

C)

23.017

4.669

57.594

34.639

1.030

13.416

20.193

22.955

440

7.077

2.905

2.377

2.636

1.306

6.008

185.831

7.439

11.744

1.080

79.962

16.468

2749

46.189

112.128

1.957

79.424

1.746

15.797

8.714

C) Estimate is not shown sepaiately because of the small number ol sample returns on which it was based However the data aie included in the appiopiiate totals

ftOTE Number of returns may not add to totals because ot rounding Tax leturn net income oi deficit aftei tax is aftei investment and warV incentive ciedits See text toi "Explanation of Terms" and "Description ol the Sample and Limitations of the

Data
"
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Active Corporation Returns

Table 9.—Tax Items: Number of Returns by Selected Types of Tax, Net Income or Deficit, Statutory Special Deductions, Income Subject to Tax, Income
Tax. Credits. Payments, Selected Foreign Dividend Items, Small Business Corporations (Form t120S) and Domestic International Sales Corporations

(Form 1120-DISC), by Major Industry

|AII figures are estimates based on samples— money amounts are In thousands of dollarsi

Itmi

Total active corporation

returns

Number at

returns

Major industrY

Agriculture,

lorestrY.

and

fishery

Mining

Totar

mining

MeUI
mining

Cosi

mining

Crude

petroleum and

natural gas

Nonmetalltc

minerals

(flicept

fuels)

minmg

Contract

construction

(1) (8)

Returns With Income Tai

Number of returns wilh-

tncome ta«. total

Form 11205

Normal tax. surtax, and alternative lax.

.

Tax Irom recomputing prior year investment credit

Returns with net mcome

Additional tax tor tax preferences, total

Returns with net income

Returns with normal tax, surtax, and alternative tax..

Income tax after—

Investment and work incentive credits

Foreign tax, investment, and worK incentive credits

Returns With and Without Net Income

Numbei of returns

Dividends received from a DISC or former DISC

Dividends received from foreign corporations paid from income earned within

the U S -
Qualifying for 100 percent deduction by U S corporate sole stockholder

Qualifying for 8S percent deduction

Constructive taxat)le income from related foreign corporations

Includable income of controlled foreign corporations

Foreign dividend income resulting from foreign taxes deemed paid

Net income (less deficit)

Statutory special deductions, total'

Dividends received deduction

Deduction for dividends paid on certain public utility stock

Income subiect to normal lax surtax, and alternative tax-

Income tax. total-

Normal fax. surtax, and alternative tax''

Tax from recomputing prior year investment credit

Additional tax tor tax preferences

Foreign lax credit

Investment credit-

Work incentive credit

Income tax aftet—

Foreign fax credit

Investment and work incentive credits

Foreign tax. investment, and work incentive credits

Personal Holding Company tax

Estimated lax payments, net total

19/1 overpayments claimed as a credit

1972 estimated tax payments

Less Refunds of estimated tax payments

Credit for fax on special fuels, nonhighway gasoline, and lubricating oil

Credit for tax paid by regulated investment companies

Payments with applications tor ttrst extension ol filing time;

Number of returns

Amount

Payments with applications for second extension of filing time

Number of returns

Amount

Returns With Net income Other Than Forms 1 120S and 1 120 DISC

Number of returns

Net income

Statutory special deductions, total

Net operating loss deduction

Dividends received deduction

Deduction for dividends paid on certain public utility stock

Western Hemisphere Trade Corporation deduction

Income subiecl to normal tax. surtax, and alternative tax. total

Income taxed at normal tax and surtax rates

Net long term capital gam taxed at alternative rates, total

Amount taxed at 25 percent rate

income tax. total

Normal tax. surtax, and alternattve tax''

Tax from recomputing prior year investment credit

Additional tax for tax preferences

Estimated lax payments, net total

19/1 overpayments claimed as a credit

19/2 estimated tax payments

Less Refunds of estimated tax payments

837.784

197
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Active Corporation Returns

Table 9.—Tax Items: Number of Returns by Selected Types of Tax, Net Income or Deficit, Statutory Special Deductions, Income Subject to Tax, Income

Tax. Credits, Payments, Selected Foreign Dividend Items, Small Business Corporations (Form 1120S) and Domestic International Sales Corporations

(Form 1120-DISC), by Major Industry -Continued

(All figures are estimates based on samples—money amounts are m thousands of dollars)
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Active Corporation Returns

Table 9.—Tax Items: Number of Returns by Selected Types of Tax, Net Income or Deficit, Statutory Special Deductions, Income Subject to Tax, Income

Tax, Credits, Payments, Selected Foreign Dividend Items, Small Business Corporations (Form 1120S) and Domestic International Sales Corporations

(Form 1120-DISC), by Major Industry -Continued
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Active Corporation Returns

Table 9.—Tax Items: Number of Returns by Selected Types of Tax, Net Income or Deficit, Statutory Special Deductions, Income Subject to Tax, Income

Tax, Credits, Payments, Selected Foreign Dividend Items, Small Business Corporations (Form 1120S) and Domestic International Sales Corporations

(Form 11200ISC), by Major Industry -Continued
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Active Corporation Returns

Table 9.—Tax Items: Number of Returns by Selected Types of Tax, Net Income or Deficit, Statutory Special Deductions, Income Subject to Tax, Income

Tax, Credits, Payments, Selected Foreign Dividend Items, Small Business Corporations (Form 1120S) and Domestic International Sales Corporations

(Form 1120-DISC), by Major Industry Continued

[All tigures are estimates based on samples— money amounts are in thousands ol dollars!
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Active Corporation Returns

Table 9—Tax Items: Number of Returns by Selected Types of Tax, Net Income or Deficit, Statutory Special Deductions, Income Subject to Tax, Income

Tax, Credits, Payments, Selected Foreign Dividend Items, Small Business Corporations (Form 1120S) and Domestic International Sales Corporations

(Form 1120-DISC), by Major Industry -Continued
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Active Corporation Returns

Table 9.—Tax Items: Number of Returns by Selected Types of Tax, Net Income or Deficit, Statutory Special Deductions, Income Subject to Tax, Income

Tax, Credits, Payments, Selected Foreign Dividend Items, Small Business Corporations (Form 1120S) and Domestic International Sales Corporations

(Form 1120-OISC), by Major Industry Continued

[All figures are estimates based on samples- money amounts are m thousands of dollarsi
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Active Corporation Returns

Table 9.—Tax Items: Number of Returns by Selected Types of Tax, Net Income or Deficit, Statutory Special Deductions, Income Subject to Tax, Income

Tax, Credits, Payments. Selected Foreign Dividend Items, Small Business Corporations (Form 1120S) and Domestic International Sales Corporations

(Form 1120-DISC), by Major Industry -Continued

(All figures are estimates based on samples—money amounts are in thousands of dollars]
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Active Corporation Returns

Table 9.—Tax Items: Number of Returns by Selected Types of Tax, Net Income or Deficit, Statutory Special Deductions, Income Subject to Tax, Income

Tax, Credits, Payments, Selected Foreign Dividend Items, Small Business Corporations (Form 1120S) and Domestic International Sales Corporations

(Form 1120-DISC), by Major Industry Continued

lAII figures are estimates based on samples— money amounts are m thousands of dollars
1
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Active Corporation Returns

Table 9.—Tax Items: Number of Returns by Selected Types of Tax, Net Income or Deficit, Statutory Special Deductions, Income Subject to Tax, Income

Tax. Credits, Payments. Selected Foreign Dividend Items, Small Business Corporations (Form 1120S) and Domestic International Sales Corporations

(Form 1120-DISC). by Major Industry -Continued

lAII fttures are estifnates based on samples— money amounts are in thousands of dollars)
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Active Corporation Returns

Table 9.—Tax items: Number of Returns by Selected Types of Tax, Net Income or Deficit, Statutory Special Deductions, Income Subject to Tax. Income

Tax, Credits, Payments, Selected Foreign Dividend Items, Small Business Corporations (Form 1120S) and Domestic International Sales Corporations

(Form 1120-DISC), by Major Industry -Continued

(All figures are estimates based an samples-
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Active Corporation Returns

Table 9.—Tax Items: Number of Returns by Selected Types of Tax, Net Income or Deficit, Statutory Special Deductions, Income Subject to Tax, Income

Tax, Credits, Payments, Selected Foreign Dividend Items, Small Business Corporations (Form 1120S) and Domestic International Sales Corporations

(Form 1120-DISC), by Major Industry -Continued

[All ligures are estimates based on samples— money amounts are in thousands of dollarst
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Active Corporation Returns

Table 9.—Tax Items: Number of Returns by Selected Types of Tax, Net Income or Deficit, Statutory Special Deductions, Income Subject to Tax, Income

Tax. Credits. Payments, Selected Foreign Dividend Items, Small Business Corporations (Form 1120S) and Domestic International Sales Corporations

(Form 1120-OISC), by Major Industry -Continued

lAII figures are estimates based on samples— money amounts are m thousands of dollars
I

Returns With Income Tai

ttumbef ot fetuins with

Income I3i. total

Form I120S

Normal tax. surtax, and alternative tax

Tax from recomputing prior year investment credit

Returns witti net income

Additional tax tor tax preferences, total

Returns wrth net income

Returns vvith normal tax. surtax, and alternative tax

Income tax after—
Investment and work incentive credits

Foreign tax. investment, and work incentive credits

Returns With and Wrthout Net Income

Number of returns

Dividends received from a DISC or former DISC

Dividends received from foreign corporations paid from income earned within the U S -

Qualifying for 100 percent deduction by U S corporate sole stockholder

Qualifying for 85 percent deduction

Constructive taxable income from related foreign corporations

Includable income of controlled foreign corporations

Foreign dividend income resulting from foreign taxes deemed paid

Net income (less deficit)

Statutory specrai deductions, total'

Dividends recerved deduction

Deduction for dividends paid on certain public utility stock

income subject to normal tax. surtax, and alternative tax-

Income tax, total^

Normal tax. surtax, and alternative tax'

Tax from recomputrng prror year rnvestment credit

Additional tax for tax preferences

Foreign lax credit

Investment credit'^

Work incentive credit

Income tax after-

Foreign tax credit

Investment and work incentive credits

Foreign tax. investment and work incentive credits

Personal Holding Company lax

Estimated tax payments, net total

1971 overpayments clarmed as a credit

1972 estimated tax payments

Less Refunds of estimated tax payments

Credrt for fax on special fuels, nonhighway gasoline, and lubricating oil

Credit for tax paid by regulated investment companies

Payments with applications for first extension of filing time

Number of returns

Amount

Payments with applications for second extension of filing time-

Number of returns

Amount

Returns With Net Income Other Than Forms 1 120S and 1 120-DISC

Number of returns

Net rncome

Statutory special deductions, total

Net operating loss deduction

Dividends received deduction

Deduction lor dividends paid on certain public utility stock

Western Hemisphere Trade Corporation deduction

Income subject to normal tax. surtax, and alternative lax. total

Income taxed at normal tax and surtax rates

Net long term capital gam taxed at alternative rates, total

Amount taxed at 25 percent rate

Major industry- Continued

Finance, insurance, and

real estate— Contiflued

Insurance

agents,

brokers,

and

service

(57)

Income tax. total

Normal tax. surtax, and alternative tax'

Tax from recomputing prior year investment credit

Additional lax for tax preferences

Estimated tax payments, net total

1971 overpayments claimed as a credit

1972 estimated fax payments

Less: Refunds of estimated tax payments

15.619

663

651

(*)

15.110

15.110

32.228

(•)

!•)

414.286

41.867

17.760

369.125

140.383

140.116

200

(•)

2.119

2.222

(•)

138.264

138.156

136.037

90.978

3.965

88.314

CI

CI

2.055

12.272

183

1.983

17.431

411.043

41.484

24.107

17.377

369.125

358,621

10.504

811

140.331

140.116

200

C)

90.744

3.925

88,026

CI

Real

estate

(M)

131.112

C)

130.508

1,808

1,491

767

628

501

127,684

127,642

273.182

C)

1.453.210

433.155

65.887

2,294.212

780.263

774.966

1.562

3.735

544

15.959

779.719

764.291

763.747

CI
370.502

12.110

366.759

8.462

242

Total

services

(59)

Hotels

and

other

lodeins

places

(tO)

15.453

88.179

1.862

19.241

154.892

2,709.634

426,292

367,191

59,024

C)

2.293,584

1,975.434

318,150

19,556

778,852

774,780

1,149

2.923

365.401

11.234

357.356

3.281

132,386

(•)

131,513

6.089

5.370

75

62

45

114.750

114,737

314,795

C)

2.805

17.153

2,304.498

501.406

82.875

3.028.210

1.173.965

1.168.619

4,234

1,112

31,800

107,924

102

1.142.165

1.065.939

1.034.139

CI
672.757

41.558

641.323

10,121

715

17.305

129.910

2,302

48,918

155,191

3.522.867

496.406

417,795

77,875

736

3.027.832

2.899,738

128.094

9,

1,173.340

1,168.506

3,784

1.050

665.377

39.560

632.661

6.832

6.031

421

403

50

40

25

5,275

5.275

C)

248.719

57.327

16.903

306.156

127,462

126,273

685

504

1.117

11.062

126.345

116,399

115,282

83,183

5.647

77.831

824

14.19

100

4,533

8.085

360,687

56.023

40,416

15,599

C)

305.779

285.523

20.256

4.306

127.174

126.160

542

472

82.937

5,575

77.609

Personal

services

(61)

13.114

797

618

10.851

10.851

37.746

226,424

24.865

3.739

261.205

100,027

99,848

179

9.011

98,377

91,012

89,362

62.978

4.318

59.937

C)

C)

1.743

8.532

217

2.953

16.584

285.798

24.623

21.112

3.497

261.205

258.705

2.500

(•)

100.027

99.848

179

62.496

3.998

59.549

Business

services

(82)

34.198

1.907

1.764

4

3

3

29.948

29.943

Automotiile
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Active Corporation Returns

Table 9.—Tax Items: Number of Returns by Selected Types of Tax, Net Income or Deficit, Statutory Special Deductions, Income Subject to Tax, Income

Tax, Credits. Payments, Selected Foreign Dividend Items, Small Business Corporations (Form 1120S) and Domestic International Sales Corporations

(Form 1120-DISC), by Major Industry Continued

[Atl figures are estimates based on samples—money amounts are in thousands of dollars]

Major Industni— Continued

Finance, insurance, and

real estate— Continued

Insurance

agents,

brokers.

and

service

Real

estate

Total

services

Hotels

and

otfier

lodging

places

Personal

services

Business

services

Automobile

services

and

miscel

laneous

repair

services

Amusement
and

recre-

ation

services

Other

services

Nature of

business

not

allocable

(57) (51) (59) (tO) (61) (62) (63) (64) (65)

Returns Without Net Income Other Than Forms 1120S and 1 120 DISC

Number ot returns

Deticil

Statutorv special deductions total

Dividends leceived deduction

Deduction tor dividends paid on certain public utility stock

Income subject to normal tax, surtai and alternative lax-

Income tax. total-

Normal tax. surtax, and alternative lax

Tax Ifom recomputing piioi yeai investment credit

Additional tax tor lax preferences

Returns ot Small! Business Corporations, Form 1120S

7.600

73.384

383

383

97.334

1.409.552

6.863

6.863

1.214

CI
CI

Number of returns

Net income

Number ot returns

Amount

Deficit

Income subject to corporation tax

Income tax

Returns of Domestic International Sales Corporations. Form 1I20^0ISC

Number of returns

Net income

Number of returns

Amount

Deficit

Statutory special deductions, total

Net opeiating loss deduction

Dividends received deduction

Tax deferred income and income taxable to stockholders

Number of returns

Amount

7.196

5.765

81.152

4.525

20.952

11.287

257.554

104.426

CI

CI

108.071

1.527.112

5.000

5.000

512

450

51.498

29.369

572.474

272.016

C)

C)

6.854

168.169

1.304

1.304

C)
C)

12.996

87.681

C)

C)

C)

C)

4.407

2.304

120.987

4.729

49.959

29.443

450.442

936

936

119

118

6.628

106.857

11.954

117.701

219

219

C)

(•)

5.098

56.308

19.115

15.013

292.597

1.923

1.923

5.718

2.711

82.497

70.655

31.808

410.522

376

376

C)
C)

12.914

7.896

155.866

56.632

CI
C)

13

5.971

1

13

5.971

14

2.360

45

14

2.360

(66)

11.602

35.861

CI
C)

C)
C)

2.425

539

4.470

C)
C)

(•} Estimate is not shown separately because of the small number of sample returns on which rt was based However, the data are included in Itie appropriate totals

'Includes net operating loss deduction and Western Hemisphere Trade Corporation deduction which are shown separately under "Returns With Net Income Othei Than Forms 1I20S and 1120 DISC
"

^he following amounts were reported on returns without net income by 20 lile insurance companies and banks with life insurance departments taxable under special provisions of the Internal Revenue Code income subject to normal tax surtax and
alternative tax $697,000 total income lax. $261 000. investment credit. $59,000

'Includes income tax reported or returns of a lew mutual savings banks, legulaled investment companies or real estate investment trusts not eligible for alternative tax but with capital gams taxed at 25 percent under special provisions of the Internal

Revenue Code Such capital gains were not available from the return form and therefore weie not included in income subject to normal tax. surtax and alternative tax

NOTE Detail may not add to totals because of rounding See text for "Explanation of Terms' and "Description of the Sample and Limitations of the Data
"
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Active Corporation Returns Other Than Forms 1120S and 1120-DISC

Table 10.— Income Subject to Tax: Number of Returns, Net Long-Term Capital Gain, Net Income, Income Subject to Tax, Income Tax, Foreign Tax,

Investment, and Work Incentive Credits, by Size of Income Taxed at Normal Tax and Surtax Rates, or Size of Deficit

(All figures are estimates based on samples money amounts are in thousands ol dollars
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Active Corporation Returns Other Than Forms 1120S and 1120-DISC

Table 10.— Income Subject to Tax: Number of Returns, Net Long Term Capital Gain. Net Income, Income Subject to Tax, Income Tax, Foreign Tax,

Investment, and Work Incentive Credits, by Size of Income Taxed at Normal Tax and Surtax Rates, or Size of Deficit— Continued

lAII figures are estimates based on samples — money amounts are in thousands o1 dollars!

Income and tax status and size of

income taied at normal tax and

surtax rates or si^e of deficit

Income tax— Continued

Additional tax tor

tax preferences

Number of

returns

foreign tax credit

Number of

returns

Investment credit

Number of

returns

Worh incentive credit

Number of

returns

Income tax after -

Foreign tax. investment and

work incentne credits

Number of

returns

IIS) (19)

Returns with net income, total

With normal tax. suitax. and alternative tax. total

With income taxed at noimal tax and surtax rates,

total

Under SS.OOO

SS.OOO under SIO.OOO

StO.OOO undei SIS.OOO

$15,000 under S20.000

S20.000 under J25.000

$25,000

$26,000 undei $30,000

$30,000 undei $35,000

$35,000 undei $40,000

$40,000 under $45,000

$45,000 undei $50,000

$50,000 under $60,000

$60,000 under $70,000

$70,000 under $80,000

$80,000 under $90,000

$90,000 under $100,000

$100,000 undei $150,000

$150,000 undei $200,000

$200,000 undei $250,000

$250,000 undei $500,000

$500,000 undei $1,000,000

$1,000,000 under $5,000,000

$5,000,000 under $10,000,000

$10,000,000 undei $25.000000
$25,000,000 ondei $50,000,000

$50,000,000 undei $100 000 000

$100,000000 01 moie

Without income taxed at noimai tax and surtax lates

Ijut with alternative tax on long term capital gam'

Without noimal tax, surtax, and alternative tax. total

With additional tax foi tax pieleiences

With only tax from recomputing prioi year investment

ciedit

Nontaxable

(Returns without net income, total

With normal tax. surtax, and alternative fax

Without noimai tax. surtax and alteinative fax

With additional tax foi tax piefeiences

With only tax from recomputing prior year investment

ciedit

Nontaxable

Size of deficit

Under $5,000

$5,000 under $15,000

$15,000 undei $25 000

$25,000 undei $50000
$50,000 under $100,000

$100,000 under $500,000

$500,000 under $1,000,000

$1,000,000 under $10,000,000

$10000 000 01 moic

5,061

4.680

4.484

120

193

111

159

83

26

51

72

60

82

147

311

231

205

184

150

585

328

236

519

280

255

22

32

9

10

12

292121

283.459

278,298

514

450

543

615

727

280

279

218

281

187

195

724

915

602

595

713

3,777

3,032

3,776

11,124

12,059

26.337

12.990

42.751

16.137

19.942

118.535

5.161

8662

8.662

60
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Active Corporation Returns Other Than Forms 1120S and 1120-DISC

Table 10.— Income Subject to Tax: Number of Returns, Net Long-Term Capital Gain, Net Income. Income Subject to Tax. Income Tax, Foreign Tax,

Investment, and Work Incentive Credits, by Size of Income Taxed at Normal Tax and Surtax Rates, or Size of Deficit— Continued

[AM figures are estimates based on samples— money amounts are In ttiousands ol dollars!
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Active Corporation Returns Other Than Forms 1120S and 1120-DISC

Table 10.— income Subject to Tax: Number of Returns, Net Long-Term Capital Gain, Net Income, Income Subject to Tax, Income Tax, Foreign Tax,

Investment, and Work Incentive Credits, by Size of Income Taxed at Normal Tax and Surtax Rates, or Size of Oeficit—Continued

[All figures are estimates based on samples -money amounts are in thousands ot dollars!
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Active Corporation Returns Other Than Forms 1120S and 1120-OISC

Table 10.— Income Subject to Tax: Number of Returns, Net Long-Term Capital Gain, Net Income, Income Subject to Tax, income Tax, Foreign Tax,

Investment, and Work Incentive Credits, by Size of Income Taxed at Normal Tax and Surtax Rates, or Size of Deficit— Continued
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Active Corporation Returns Other Than Forms 1120S and 1120-DISC

Table 11.— Number of Returns, Selected Receipts, Net Income, Tax Computation Items, Income Tax, and Selected Tax Preference and Investment

Credit Items, for Returns With and Without Estimated Tax Payments, by Size of Tax After Foreign Tax, Investment, and Work Incentive Credits

I
All figures are estimates based on samples money amounts are in thousands of dollars

I
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Active Corporation Returns Other Than Forms 1120S and 1120-DISC

Table 11.— Number of Returns, Selected Receipts. Net Income. Tax Computation Items, Income Tax, and Selected Tax Preference and Investment

Credit Items, for Returns With and Without Estimated Tax Payments, by Size of Tax After Foreign Tax, Investment, and Work Incentive

Credits— Continued
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Active Corporation Returns Other Than Forms 1120S and 1120-DISC

Table 11.— Number of Returns, Selected Receipts, Net Income, Tax Computation Items, Income Tax, and Selected Tax Preference and Investment

Credit Items, for Returns With and Without Estimated Tax Payments, by Size of Tax After Foreign Tax, Investment, and Work Incentive

Credits— Continued
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Active Corporation Returns Ottier Ttian Forms 1120S and 1120-DISC

Table 11.— Number of Returns, Selected Receipts, Net Income, Tax Computation Items, Income Tax, and Selected Tax Preference and Investment

Credit Items, for Returns With and Without Estimated Tax Payments, by Size of Tax After Foreign Tax, Investment, and Work Incentive

Credits—Continued
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Active Corporation Returns Other Than Forms 1120S and 1120-DISC

Table 11.— Number of Returns, Selected Receipts, Net Income, Tax Computation Items

99

Income Tax, and Selected Tax Preference and Investment

Credit Items, for Returns With and Without Estimated Tax Payments, by Size of Tax After Foreign Tax, Investment, and Work Incentive

Credits— Continued

IJUI figures are estimates based on samples money amounts are in thousands ot dollarsl
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Active Corporation Returns Other Than Forms 1120S and 1120-DISC

Table 11.—Number of Returns. Selected Receipts, Net Income, Tax Computation Items, Income Tax, and Selected Tax Preference and Investment

Credit Items, for Returns With and Without Estimated Tax Payments, by Size of Tax After Foreign Tax, Investment, and Work Incentive

Credits— Continued

(All figures are estimates based on samples— money amounts are in tttonsands o1 dollars)
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Active Corporation Returns Other Than Forms 1120S and 1120-DISC

Table 11.—Number of Returns, Selected Receipts, Net Income, Tax Computation Items, Income Tax, and Selected Tax Preference and Investment

Credit Items, for Returns With and Without Estimated Tax Payments, by Size of Tax After Foreign Tax, Investment, and Work Incentive

Credits— Continued

[All llgures are estimates based on samples—money amounts are in thousands of dollars 1
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Active Corporation Returns Other Than Forms 1120S and 1120DISC

Table 11.— Number of Returns, Selected Receipts, Net Income, Tax Computation Items, Income Tax, and Selected Tax Preference and Investment
Credit Items, for Returns With and Without Estimated Tax Payments, by Size of Tax After Foreign Tax, Investment, and Work Incentive

Credits— Continued

lAII figures are estimates based on samples
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Active Corporation Returns With Estimated Tax Payments

Table 13.— Number of Returns, Net Income. Income Subject to Tax, income Tax, Credits, Payments, Tax Due. and Overpayment, by Tax Status, by

Accounting Period

[All fisures ara estimates based on samples - money amounts are in thousands of dollars!
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Active Corporation Returns With Estimated Tax Payments

Table 13.— Number of Returns, Net Income, Income Subject to Tax, Income Tax, Credits, Payments, Tax Due, and Overpayment, by Tax Status, by

Accounting Period— Continued
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Active Corporation Returns

Table 14.-^Taxpayments: Number of Returns, Receipts, Net Income, Tax Computation Items, and Income Tax, by Taxpayment Status, by Size of

Income Tax After Foreign Tax, Investment, and Work Incentive Credits
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Active Corporation Returns

Table 14.—Taxpayments: Number of Returns. Receipts, Net Income, Tax Computation Items, and Income Tax, by Taxpayment Status, by Size of

Income Tax After Foreign Tax. Investment, and Work Incentive Credits—Continued

lAII figures are estimates based on samples money amounts are In thousands of dollars
1
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Active Corporation Returns

Table 14.—Taxpayments: Number of Returns, Receipts, Net Income, Tax Computation Items, and Income Tax, by Taxpayment Status, by Size of

Income Tax After Foreign Tax, Investment, and Work Incentive Credits— Continued

lAJI figures are estimates based on samples-money amounts are in ttiousands ot dollars]
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Active Corporation Returns

Table 14.—Taxpayments: Number of Returns, Receipts. Net Income, Tax Computation Items, and Income Tax, by Taxpayment Status, by Size of

Income Tax After Foreign Tax, Investment, and Work Incentive Credits— Continued

lAII figures are estimates based on samples money amounts are m thousands ot dotlarsi
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Active Corporation Returns

Table 14.—Taxpayments: Number of Returns, Receipts, Net Income, Tax Computation Items, and Income Tax, by Taxpayment Status, by Size of

Income Tax After Foreign Tax, Investment, and Work Incentive Credits— Continued



"•"•^
Corporation Returns/1972

Returns of Active Foreign Corporations with U. S. Business Operations, Form 1120F

Table 15.—Income Statement and Tax Items, by Industrial Division

[Money amounts are in thousands 0l dollars
I

Total

returns of

active

foreign

corporations

•Itli U S

tiusiness

operations'

Industrial division

Agriculture.

Icrestr>,

and

fisliery

Mining
Contract

construction

Manufac

turing

Transporta-

tion, com-

munication,

electric,

gas. and

sanitary

services

Wliolesale

and retail

trade

Finance.

insurance.

and real

estate

(II (t) (7)

Numtier o1 returns ol active foreign corporations with U. S. business operations.

total

Witfi net income

Total receipts

Business receipts

Interest on Government obligations;

United States

State and local

Other interest

Rents

Royalties

Net short term capital gam reduced by net long term capital loss

Net long term capital gam reduced by net short term capital loss

Net gam, noncapital assets

Dividends received from domestic corporations

Dividends received from foreign corporations

Other receipts

Total deductions

Cost of sales and operations

Compensation of officers

Repairs

Bad debts

Rent paid on business property

Taxes paid

Interest paid

Contributions oi gifts

Amortization

Depreciation

Depletion

Advertising

Pension, profit sharing, stocli bonus, and annuity plans

Employee benefit programs

Net loss, noncapital assets

Other deductions

Total receipts less total deductions

Net income (less deficit)

Net income

Oeticit

Income subject to normal tax. surtax, and alternative tax

U S income tax, total

Additional tax for tax preferences

foreign tax credit

Investment credit

Work incentive credit

796

434

3.SC6.6S4

2.489.601

84.530

26.616

774.987

15.411

2.319

852

7,669

6,966

84,821

46

72,836

3.379,149

1.686.819

19.981

4.517

43.187

24.891

57.160

583.585

603

486

37,400

615

9.083

9.999

3.268

1.343

896.212

187.505

160,889

242,698

81,809

160,415

76,536

1,680

3,561

762

14

8

9.SS2

9.523

6.824

11

33

1

96

211

208

36

-71
-71
476

547

427

43.894

12.634

2

104

23.529

23.937

10.403

1.276

897

297

964

676

699

3

320

2.526

325

36

659

1

11

19.957

19.957

21.899

1.942

1.763

858

42.689

42.318

43590

39.433

83

12

35

152

49

22

1

21

5

2

2.481

-901
-901

402

1.303

402

177

36

34

197.SS9

194.870

196.007

150.244

1.514

914

462

860

4.452

2.282

109

3

6.539

19

1.063

633

838

181

25.894

1.552

1.552

5.815

4.263

3.256

1.458

181.913

178,833

1,667

214

204.002

126.554

295

1

234

3.931

4.562

13.064

25

72

6.008

341

133

507

19

48.256

-22.089

-22.089

3.613

25.702

3.127

1.463

4

75

109

60

549.397

542.774

1

44

1.510

171

65

21

4

1.438

540.498

478.218

2.196

268

556

4.931

7.003

3.792

88

1

910

7

3.886

302

192

120

38.018

8.909

8.865

14,947

6,082

13,247

6,165

354

198

2,434.60!

1,405.842

S4.517

26.572

771.376

14.573

1.725

850

6.892

6.561

59.807

46

55847

798.918

13.291

1.958

41.361

12,633

38.445

561.186

307

84

15.706

264

3.028

7.047

1.178

1.001

759.320

178.881

152,309

190,930

38,621

134.181

64.517

1.680

3.441

263

(91

178

112

105.219

101.680

189

76

111

2

49

98

47

103.8)11

74.674

1.273

432

240

1.313

1.742

2.264

34

5

4.325

457

1.204

543

9

15.355

1.419

1.419

4,602

3,183

4.008

1.722

68

169

'Includes "Nature of business not allocable" which Js not shown separately

Less than $500 per return

NOTE Returns of active foreign corporations with U S business operations are sampled at a rate of 100 percent and thus are not subiect to sampling variability See text for "Explanation of Terms" and "Description of the Sample and Limitations

of the Data
"
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Active Domestic Corporation Returns

Table 16.— Number of Returns With 50 Percent or More Ownership by Another Entity, and Balance Sheets and Income Statements for Returns With

50 Percent or More Foreign Ownership, by Selected Industrial Oivisions
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Active Domestic Corporation Returns

Table 16.— Number of Returns With 50 Percent or More Ownership by Another Entity, and Balance Sheets and Income Statements for Returns With

50 Percent or More Foreign Ownership, by Selected Industrial Divisions— Continued
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Active Corporation Returns Other Than Forms 1120S and 1120DISC

Table 17.—Tax Preference Items: Number of Returns, and Tax Preference and Related Items, by Tax Preference Status, by Major Industry
I
All figures are estimates based on samples -money amounts are in thousands of dollars

I
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Active Corporation Returns Other Than Forms 1120S and 1120-DISC

Table 17.—Tax Preference items: Number of Returns, and Tax Preference and Related Items, by Tax Preference Status, by Major

Industry— Continued
lAII figures are estimates based on samples- money amounts are in thousaniJs ol dollarsi
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Active Corporation Returns Other Than Forms 1120S and 1120DISC

Table 17.—Tax Preference Items: Number of Returns, and Tax Preference and Related Items, by Tax Preference Status, by Major

117

Industry-
lAII figures are estimates based on samples-

Continued
money amounts are in thousands of dollars]
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Active Corporation Returns Ottier Than Forms 1120S and 1120DISC

Table 17.—Tax Preference Items: Number of Returns, and Tax Preference and Related Items, by Tax Preference Status, by Major

Industry—Continued
lAII tigufes are estimates based on samples— money amounts are in thousanils ot dollars)
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Active Corporation Returns Other Than Forms 1120S and 1120-DISC

Table 17.—Tax Preference Items: Number of Returns, and Tax Preference and Related Items, by Tax Preference Status, by Major

119

Industry-
IA1I figures are estimates based on samples-

Continued
money amounts are m titousands of dollars]
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Active Corporation Returns Other Than Forms 1120S and 1120-DISC

Table 17.—Tax Preference Items: Number of Returns, and Tax Preference and Related Items, by Tax Preference Status, by Major

Industry— Continued
(All titures are astimates based on samples money amounts are in thousands of dollarsi

Major industiT

Returns with tax preference items less statutonr eiclusion and mcome tai used as an offset— Continued

Income tai available as an offset

Current year

Number of

returns

Carryover

Number of

returns

Total tai

preference

items less

statutory

eiclusion

and mcome
tax used as

an offset

Tentative

additional

tax for tax

preferences

Net operatins loss

tor 1972 remaining

as a carryover to

a succeeding year

Number of

returns

Deterred

additional

tax for tax

preferences

Tentative

additional tax for

tax preferences

less deferment

Number of

returns

Additional

tax for tax

preferences

deterred

from prior

years

(57) (59) (SO) (61) ((21 (63) (66)

All mdustries

Agriculture, forestry, and fishery

MiaiRg

Metal minmg

Coal minmg
Crude petroleum and natural gas
Nonmetallic minerals (except fuels) mming

Contract construction

Manufacturing

Food and kindied products

Tobacco manulactures

Textile mill products

Apparel and other fabricated textile products .

Lumber and wood products, except furniture

Furniture and fixtures

Papei and allied products

Printing and publishing

Chemicals and allied products

Petroleum refining and related industries

Rubber and miscellar'eous plastics products...

Leather and leather products

Stone, clay, and glass products

Primaiy metal industries

Fabricated melal products, except machineiy and

transportation equipment

Machinery, except electrical

Electrical equipment and supplies

Motor vehicles and equipment

Transportation equipment, except motor vehicles ..,

Scientific instruments, photographic equipment,

watches and cloclis

Miscellaneous manufactured products, and
manufacturing not allocable

Transportation, communication, electric, gas. and

sanitary services

Transportation

Communication

Electric, gas, and sanitary services

Wholesale and retail trade

Wholesale trade

Groceries and related products

Machinery, equipment, and supplies

Miscellaneous wholesale trade

Retail trade

Building materials, hardware, and farm equipment

General merchandise stores

Food stores

Automotive dealers and service stations

Apparel and accessory stores

Furniture home furnishings and equipment stores

Ealing and drinhing places

Miscellaneous retail stores

Wholesale and retail trade not allocable

Finance, insurance, and real estate

Bantling

Credit agencies other than banlis

Security and commodity brokers, dealers, exchanges, and
services

Holding and other investment companies

Insurance carriers

Insurance agents, brokers, and service

Real estate

Sfnrkes

Hotels and other lodging places

Personal services

Business services

Automobile services, and miscellaneous repair services

Amusement and recreation services

Other services

Nature of business not allocable

4,535

25

403

II

70

193

129

SS

161

6

CI
(•)

(•)

(•)

(•)

(•)

(•)

(•)

(•)

493

2,602

146

13

I

479

27

10

!•)

(•)

1,394.7(3

4.047

91.805

20,481

13,134

50,330

7,860

10.012

591.537

425

CI
C)

C)
59,320

52,835

(•)

17,429

336,371

(•)

5,779

96.508

764

59

2,468

59,502

(•)

C)

8.401

4,872

(•)

C)
C)

C)

C)

111,211

360,954

C)
72,375

25,178

C)
21,783

5.421

1528

C)
CI

546

1,007

(•)

CI

C)
C)
C)

CI

CI

C)

C)

C)

CI

C)
C)

C)
C)
C)

CI

CI

CI

(•)

38.853

(•)

8.896

C)

C)
CI
CI

(•)

2.354

CI

C)

C)

C)

CI

CI

(•)

CI

C)
C)

CI
C)

C)

25.121

19,956

2,418

1,547

612

C)

CI

CI

CI

()

3.288.692

5.550

310.709

101,143

35,399

138,418

35,749

11.500

2,054.559

13,690

CI
1,054

30

18,776

C)

39,529

C)
22,606

1,657,533

CI

CI
15,620

204,402

5,685

3,107

52.456

240

9.489

149,345

CI

43,448

22.721

5,936

C)
2,149

3,305

10,726

3,039

C)
CI

C)

173,410

415,620

25,223

11,782

CI
51,;94

12.085

5,810

666

CI

3,875

1,671

(•)

328.753

552

31.080

10,115

3,541

13,825

3,599

1.133

205.452

1,371

(•)

106

2

1,877

2,259

165,753

CI

C)
1,564

20.439

565

311

5,245

23

948

19.295

14,934

•)

4,343

2.255

594

•)

215

329

1,074

303

C)
C)
C)

17,330

41,530

5,160

1.206

584

66

CI

C)

C)

C)

CI

CI

CI

C)
C)
(•)

C)
C)

C)

C)

C)

C)

C)

C)

408

35

27

C)
CI

CI

2,085,582

CI

218.503

C)

23,670

136,695

C)

23,499

367.393

65,860

6,988

C)
C)

C)

C)

CI
37,113

CI

C)

C)
46,786

C)
23,077

C)
C)
C)

CI

19,587

C)

CI
34,310

CI
CI

C)

35,601

CI

C)
5,621

C)

20,810

5,437

(•)

C)

110,232

32,897

9,420

C)
C)

C)
2,376

268

5,251

1,633

3.350

662

C)
CI

C)

CI

C)

C)

C)

CI
CI

CI

C)

C)

CI

CI

1,267

504

C)

C)

1,875

116

82

C)
CI
CI

5.424

26

567

16

86

272

192

104

225

6

C)

C)
C)

C)

(•)

C)

C)

C)
C)

C)

CI

C)

4.265

638

2638

C)

CI

311.994

531

23,418

9,605

3,273

8,575

1,965

689

202.103

709

CI
CI

C)

3,953

(•)

2,250

165,057

C)

C)
1,416

20,126

41

259

C)
C)

3,563

14,489

C)
4,079

1.655

485

C)
215

223

CI
C)

CI

CI

CI

16,060

41,026

1,136

•1

3,292

1.019

502

57

376

C)

(•)

C)

C)

36

1.080

C)
C)

C)

CI

CI

C)

C)
(•)

1.377

258

378

C)

C)

C)
C)

Footnotes at end of table. See text for "Explanation of Terms" and "Description of the Sample and Limitations of the Data
"
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Active Corporation Returns Other Than Forms 1120S and 1120-DISC

Table 17.—Tax Preference Items: Number of Returns, and Tax Preference and Related Items, by Tax Preference Status, by Major

Industry— Continued
lAII figures are estimates based on samples— money amounts are in thousands of dollarsi
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Active Corporation Returns Other Than Forms 1120S and 11200ISC

Table 17.— Tax Preference Items; Number of Returns, and Tax Preference and Related Items, by Tax Preference Status, by Major

Industry Continued

I All figures are estimates based on samples money amounts are in thousands ot dollars
I
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Active Corporation Returns Otlier Than Forms 1120S and 1120-DiSC

Table 17.—Tax Preference Items: Number of Returns, and Tax Preference and Related Items, by Tax Preference Status, by Major

Industry— Continued

I
All figures are estimates based on samples — money amounts are in thousands ol dollars!
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Active Corporation Returns Other Than Forms 1120S and 11200ISC

Table 18.—Tax Preference Items: Number of Returns, and Tax Preference and Related Items, by Size of Total Assets
[All llgures are sstimates basod on umples— money amounts are in thousands ol dollarsl
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Active Corporation Returns Other Than Forms 1120S and 1120-DISC

Table 18.— Tax Preference Items: Number of Returns, and Tax Preference and Related Items, by Size of Total Assets— Continued

125

[All figures are flstlmates based on samples—money amounts are in thousands of dollarsl

Size of total assets— Continued

$5,000,000

under $10,000,000

Number of

returns

$10,000,000

under $25,000,000

Number of

returns

$25,000,000

under $50,000,000

Number o1

returns

$50,000,000

under $100,000,000

Number of

returns

$100,000,000

under $250,000,000

Number of

returns

$250,000,000 or more

Number of

returns

(16) (Ul (18) (19)

Total Active Corporation Returns Ottier Than Forms

1120S and lUO-DISC

Number of returns

ttel long term capital gam reduced by net short-term

capital loss, total

Annount taxed at alternative rales

Additional tax tot tax preferences, total

Amount deferred from prior years

Selected items of lax preference

Accelerated depreciation on-
Low income rental housing

Other real property

Perspnal pfoperty subject to a net lease

Amoflijation of—
Certified pollution control facilities

Railfoad rolling slock

Reserves for losses on bad debts of financial

institutions

Depletion

Capital gams

Total Items of tax preference'

Statutory exclusion

Total tax preference items less statutory eiclusion

Income tax available as an offset:

Current year

Carryover

Returns Witli Tai Preference Items After

Statutory Exclusion and Income Tax Used as an

OHset

Numt)er of returns

Selected items of tax preference:

Accelerated depreciation on-
Other real property

Amortization of—
Certified pollution control tacilities

Railroad tolling stock

Reserves tor losses on bad debts ot fmancial

institutions

Depletion

Capital gams

Total items of tax preference'

Statutory exclusion

Total tax preference items less statutory exclusion

Income lax available as an offset

Current year

Carryover

Total tax preference items less statutory exclusion and

income tai used as an offset

Tenlalive additional tax for tax preferences

Met operating loss for 1972 remaining as a carryover

to a succeeding year

Deferred additional tax for tax preferences

Tentative additional tax tor tax preferences less

deferment

Additional tax tor tax preferences deferred from prior

years

Additional tax for tax preferences

Returns With No Tax Preference Items After

Statutory Exclusion and Income Tax Used as an

Otiset

Total items of lax preference when equal to statutory

exclusion

Total items of tax preference when tax preference

items after statutory exclusion are nullified by tax

used as an offset

Returns Witfi Specific Tax Preference Items

Accelerated depreciation tax preferences

Depreciation deduction

Amortisation lax preferences

Amorti«tion deduction

Depletion tax preference

Depletion deduction

Reserves tor losses on bad debts tax preference

Bad debt deduction

Capital gams tax preference

Net long term capital gam reduced by net short-term

capital loss, total

Amount taxed at alternative rates

4.282

2.905

296

39

2,337

29

1,710

322

2.001

4.916

4.657

1.503

1,283

343

289

292

353.637

209.168

2.219

(*)

950

37.352

363

30.079

40.103

74.366

184.870

69.470

115.543

309.874

69.250

4.040

27.332

18.583

62,892

10.317

52,619

23,968

iA2

27,814

2,771

28.320

575

3413
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Active Corporation Returns Ottier Than Forms 1120S and 1120-DISC

Table 19.—Tax Preference Items: Number of Returns, and Tax Preference and Related Items, for Returns With and Without Net Income, and for

Returns With and Without Normal Tax and Surtax, by Tax Preference Status, by Size of Total Items of Tax Preference

lAII figures are estimates based on samples— money amounts are m thousands of dollarsi
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Active Corporation Returns Other Than Forms 1120S and 1120-DISC

Table 19—Tax Preference Items: Number of Returns, and Tax Preference and Related Items, for Returns With and Without Net Income, and for

Returns With and Without Normal Tax and Surtax, by Tax Preference Status, by Size of Total Items of Tax Preference— Continued

[All (igures are estimates based on samples money amounts are in thousands ot dollars!
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Active Corporation Returns Other Than Forms 1120S and 1120-DISC

Table 19.—Tax Preference items: Number of Returns, and Tax Preference and Related Items, for Returns With and Without Net Income, and for

Returns With and Without Normal Tax and Surtax, by Tax Preference Status, by Size of Total Items of Tax Preference— Continued

lAII figures are estimates based on samples money amounts are In ttiousantis ol dollars
I

Income status, normal tai. surtai. and

alternative tai status, size ol total

items ot tai preference

Total active corpoiation leturns other than Forms 1120$ and 11200ISC

Returns with net income

Returns without net income

Returns with tai preference items, total

Total items ol tax preference—
Under J 10.000

SIO.OOO undei S30.000

$30,000

J31 000 under $40,000

$40000 undei $50,000

$50,000 undei $60,000

$60,000 undci $75,000

$75,000 undei $100,000

$100,000 undei $150,000

$150,000 undei $250,000

$250,000 undei $500,000

$500,000 undei $1,000,000

$1,000,000 undei $5,000,000

$5,000,000 undei $10,000,000

$10,000,000 01 more

No total items ol tai piefeience sfiown

With noimal tai. suitax. and altemalive tai before foreign lax. investment, and work

incentive credits, total

Total items ol tax preference—
Under $10,000

$10,000 under $30,000

$30,000

$31,000 under $40,000

$40,000 undei $50,000

$50,000 undei $60,000

$60,000 undei $75,000

$75,000 undei $100,000

$100,000 undei $150,000

$150,000 undei $250,000

$250,000 undei $500,000

$500,000 undei $1,000,000

$1,000,000 undei $5,000,000

$5,000,000 undei $10,000,000

$10,000,000 01 more

No total items ol tax piefeience shown

Without noimal tax. surtax, and altemative tax before foreign tax. mvestmenf, and

woih incentive credits, total

Total items ol tax piefeience —
Undei $10,000

$10,000 undei $30,000

$30,000

$31,000 undei $40,000

$40,000 undei $50,000

$50,000 under $60,000

$60,000 undei $75,000

$75,000 undei $100,000

$100,000 undei $150,000

$150,000 undei $250,000

$250,000 undei $500,000

$500 000 undei $1,000,000

$1,000,000 undei $5,000,000

$5 000,000 undei $10,000,000

$10,000,000 01 more

Selected items of tax preference'

Accelerated depreciation on —

Low-income rental

housing

Number ot

returns

(221

CI
(-1

(•)

CI

CI
C)
CI

CI

C)

13.563

2.977

982

973

CI

C)
1,147

494

1,859

1,537

4,260

3.254

45

C)

C)
1.064

265

1.294

497

4.260

3.254

45

!•)

C)

CI

CI
C)

CI

CI

565

1.040

C)

Other real property

Number ot

returns

32.484

5.431

27.099

5.435

145

841

587

416

423

557

532

553

481

320

369

84

69

21.867

4.335

106

704

487

349

353

471

463

487

415

289

334

83

66

5.231

1,099

38

136

100

66

70

86

69

65

66

31

35

No total items ol tax preference shown

footnotes al end ol table See text foi "Eiplanation of Teims" and "Desciiption ol the Sample and Limitations of the Data
"

907,651

90,105

53.805

64.292

2.799

17.362

14.414

12.710

14.504

23.771

30.365

44.739

71.281

78.421

218.813

104,358

246.122

42,329

46,940

1,740

13.037

10.523

9,597

10,335

17,627

23,922

35.403

58,237

67,784

194,080

104,347

243,872

11,476

17,352

1,059

4,325

3,891

3,113

4,169

6,144

6,443

9,336

13,044

10,637

24,733

Personal property sub-

lect to a net lease

Number of

returns

I2S)

691

80

478

148

C)

C)

C)

CI

C)

CI
C)

CI

CI

C)

C)

C)

CI

CI
C)
C)

CI

C)

7.485

5.0O3

606

1.943

C)

CI

CI

935

979

4.171

485

1.585

CI
CI

C)

CI

CI
1.111

483

679

979

CI

CI

Certified pollution

control facilities

Number of

returns

CI

CI

C)
C)

CI

CI

CI

183

58

31

10

13

5

9

20

26

32

31

42

20

21

CI

CI

C)

CI

CI

CI

29.422

2.640

254

556

•I

864

219

333

120

283

703

1.572

3.253

5.261

10.152

1.795

6.659

232

526

I

863

216

318

89

283

605

1.545

3.150

4.863

8.189

1.795

6.659

2.691

Railroad rolling

stock

Number of

returns

(301

C)

CI

CI

CI

C)
C)

CI

CI

C)

CI

CI

CI

CI

CI

CI

CI

197.106

5.370

C)
CI

C)

CI

2.537

2.198

30.101

29.018

137.523
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Active Corporation Returns Other Tlian Forms 1120S and 1120-DISC

Table 19.—Tax Preference Items: Number of Returns, and Tax Preference and Related Items, for Returns With and Without Net Income, and for

Returns With and Without Normal Tax and Surtax, by Tax Preference Status, by Size of Total Items of Tax Preference— Continued

lAII tiguies are estimates based on samples money amounts are in thousands of dollars!
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Active Corporation Returns Other Than Forms 1120S and 1120 DISC

Table 19.—Tax Preference Items: Number of Returns, and Tax Preference and Related Items, for Returns With and Without Net Income, and for

Returns With and Without Normal Tax and Surtax, by Tax Preference Status, by Size of Total Items of Tax Preference— Continued

(All tigures are estima(«s based on samples money amounts are in thousands of dollarsi

Income status, normal tai. sunai. and

alternative tai status, sue ol total

Items of tai preference

Total active corporation returns other ttian Forms 1120S anil

U20DISC

Returns with net income ....

Returns without net income „....

Returns witti tax preference items, total

Total Items of ta» preference—

Under SIO.OOO

tlO.OOO under (30.000

$30,000

S31 000 under S40.000

SIO.OOO under SSO.OOO

S50.000 under S60.000

S60.000 under J75.000

S7S.000 under JIOO.OOO

JIOO.OOO under SISO.OOO

$150,000 under $250,000

$250,000 under $500,000

$500,000 under $1,000,000

$1,000,000 under $5000,000

$5,000,000 under $10,000,000

$10,000,000 or more

tto total Items of tax preference shown .

With normat tax. surtax, and alternative tax before foreign tax.

investment, and worV incentive credits, total

Total Items of fax preference—

Under $10,000

$10,000 under $30,000

$30,000

$31,000 under $40,000

$40,000 under $50,000

$50,000 under $60,000

$60,000 under $75.000

$75,000 under $100,000

$100,000 under $150,000

$150,000 under $250,000

$250,000 under $500,000

$500,000 under $1,000,000

$1,000,000 under $5,000,000

$5,000,000 under $10.000.000

$10,000,000 or more

No total items of tax preference shown

Without normal tax, surtax, and alternative tax before foreign tax.

investment, and work incentive credits, total

Total Items of fax pieference—

Under $10,000

$10,000 under $30,000

$30,000

$31,000 under $40,000

$40,000 under $50,000

$50,000 under $60,000

$60,000 under $75,000

$75,000 under $100,000

$100,000 under $150,000

$150,000 under $250,000

$250,000 under $500,000

$500,000 under $1,000,000

$1,000,000 under $5 000.000

$5,000,000 under $10,000,000

$10,000,000 or more

No total Items of lax preference shown

Footnotes at end of table See text for "Explanation of Terms'

Income tai availabte

as an offset

Current

year

19.300.965

1.066

228.622

230.252

14.820

338.026

425.826

258.194

313.290

480.987

845.870

1.092.316

1.778.436

1,795,048

4,259,824

1,396,792

5,843,728

228,616

230,205

14,820

337,996

425,779

258,172

313.270

480.639

845.584

1,092241

1,778,247

1,794,928

4,259,717

1,396,792

5,843,728

CarrTlover

5.369.897

235.816

62.775

76.127

8,918

103,238

100.808

80.579

87.050

96.812

445.059

361.353

510.943

686,364

1,826,925

421,854

736,908

54,053

69.121

8.747

95,025

80,581

75,508

71,412

89,383

414,219

290.219

485.917

673,491

1.807.681

421.854

715.646

Number of

returns

(•)
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Active Corporation Returns Otiier Than Forms 1120S and 1120-DISC

Table 19.—Tax Preference Items: Number of Returns, and Tax Preference and Related Items, for Returns With and Without Net Income, and for

Returns With and Without Normal Tax and Surtax, by Tax Preference Status, by Size of Total Items of Tax Preference— Continued

lAII figures are estimates based on samples -money amounts are in thousands ot doflarsi
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Active Corporation Returns Other Than Forms 1120S and 1120-DISC

Table 19.—Tax Preference Items: Number of Returns, and Tax Preference and Related Items, for Returns With and Without Net Income, and for

Returns With and Without Normal Tax and Surtax, by Tax Preference Status, by Size of Total Items of Tax Preference— Continued
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Active Corporation Returns Other Than Form 1120-DISC

Table 20.—Work Incentive Credit Items, by Size of Total Assets, by Industrial Division

(All figures are estimates based on samples —money amounts are In thousands of dollarsi
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Active Corporation Returns

Table 21.— Investment Credit Items: Number of Returns, Cost of Property, Investment Qualified for Credit, Tentative Credit, Carryover, Income Tax,

Investment Credit, Unused Credit, Depreciable Assets, Depreciation Deduction, and Returns With Carryover, by Major Industry
[All figures are estimates based on samples money amounts are m thousands of dollars!
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Active Corporation Returns

Table 21.— Investment Credit items: Number of Returns. Cost of Property, Investment Qualified for Credit. Tentative Credit. Carryover, Income Tax,

Investment Credit, Unused Credit, Depreciable Assets, Depreciation Deduction, and Returns With Carryover, by Major Industry— Continued
(All figures are estimates based on samples— money amounts are tn thousands of dollarsi
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Active Corporation Returns

Table 21.— Investment Credit Items: Number of Returns, Cost of Property, Investment Qualified for Credit, Tentative Credit, Carryover, Income Tax,

Investment Credit, Unused Credit, Depreciable Assets, Depreciation Deduction, and Returns With Carryover, by Major Industry— Continued
lAII figures are estimates based on samples — money amounts are in thousands ot dollars

I
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Active Corporation Returns

Table 21.— Investment Credit Items: Number of Returns, Cost of Property, Investment Qualified for Credit, Tentative Credit, Carryover, Income Tax,

Investment Credit, Unused Credit, Depreciable Assets, Depreciation Deduction, and Returns With Carryover, by Major Industry— Continued
|A<I tigurts are Bslimates based on samples— money amounts are m thousands of dollarsl
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Active Corporation Returns

Corporation Returns/1972

Table 22.—Selected Depreciation Items, by Major Industry

lAII figures are estimates based on samples— money amounts are in tliousands ol dollarsl
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Active Corporation Returns

Table 23.— Selected Depreciation Items, by Size of Total Assets

I
All figures are estimates based on samples- money amounts are in thousands o1 dollars

I
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Active Small Business Corporation Returns, Form 1120S

Table 25— Selected Balance Sheet and Income Statement Items, and Distributions to Stockholders, by Industrial Division, by Size of Total Assets

lAII titufes are estimates based on sampies^money amounts are in thousands of dollars)
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Active Small Business Corporation Returns, Form 1120S

Table 25.— Selected Balance Sheet and Income Statement Items, and Distributions to Stockholders, by Industrial Division, by Size of Total

Assets— Continued

[All liEures are estimates based on samples— money amounts are in thousands of dollars!
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Active Small Business Corporation Returns, Form 1120S

Table 25.— Selected Balance Sheet and Income Statement Items, and Distributions to Stockholders, by Industrial Division, by Size of Total

Assets— Continued
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Active Small Business Corporation Returns, Form 1120S

Table 25.— Selected Balance Sheet and Income Statement Items, and Distributions to Stockholders, by Industrial Division, by Size of Total

Assets—Continued

(All tigures are sstimates based on samples—money amounts are in thousands of dollars]
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Active Small Business Corporation Returns. Form 1120S

Table 25.— Selected Balance Sheet and Income Statement Items, and Distributions to Stockholders, by Industrial Division, by Size of Total

Assets— Continued

[All figures are estimates based on samples -money amounts are in thousanils of dollarsl
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Consolidated Returns

Table 26.—Balance Sheets and Income Statements, by Industrial Division

lAII figures are estimates based on samples money amounts are in thousanils ot dollars
j
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Consolidated Returns

Corporation Returns/1972

Table 27.— Balance Sheets and Income Statements, by Size of Total Assets
{All figures are estimates based on samples -money amounts are in thousands of dollars!

—

'
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Consolidated Returns

Table 27.— Balance Sheets and Income Statements, by Size of Total Assets— Continued
[All tiKures are flstimates based on ufflples— money amounts are in thousands of dollarsl

Size of total assets - Continued

(S.000.000

under

Sio,ooa.ooo

S10.000.DOO

under

i2S.00a.000

{25.000 000

under

iSO.000.000

SSO.000.000

under

i1 00.000.000

S100.000.000

under

S2SO.000.000

S2so.oao.iioo

or more

(81 (91

54

Number ol consolidated returns, total ..

With net income

Number of subsidiaries

Cash

Notes and accounts receivable

Less Allowance for bad debts

Inventories

Investments in Government obligations:

United Stales

State and local

Other current assets

Loans to stockholders

Mortgage and real estate loans

Other investments

Depreciable assets

Less Accumulated depreciation

Oepietable assets

Less Accumulated depletion

Land

Intangible assets (amorti^ablel

Less Accumulated amortization

Other assets

Accounts payable

Moilgages. notes, and bonds payable in less than one year

Other current liabilities

Loans from slochholders

Mortgages, notes, and bonds payable in one year or more

Other liabilities

Capital stock

Paid in or capital surplus

Retained earnings, appropriated

Retained earnings, unappropriated

Less Cost of treasury stock

Total receipts ,

Business receipts

Interest on Government obligations:

United States

State and local

Other interest

Rents

Royalties

Net short term capital gain reduced by net long term capital loss

Net longterm capital gain reduced by net short term capital loss

Net gain, noncapital assets

Dividends received from domestic corporations

Dividends received from foreign corporations

Other receipts „

iotal deductions

Cost of sales and operations

Compensation ol officers

Repairs

Bad debts

Rent paid on business property

Tales paid

Interest paid

Contributions or gilts

Amortiialion

Depreciation

Depletion

Advertising

Pension prolit sharing, stock bonus, and annuity plans

Employee benefit programs

Net loss, noncapital assets

Other deductions

Total receipts less total deductions

Constructive taxable income from related foreign corporations

Net income Hess deficit) (65 plus 66 minus 38)

Net income

Deficit

Income subiect to normal tax. surtax, and alternative tax

Income tax. total

Normal tax, surtax, and alternative tax

Tax from recomputing prior year investment credit

Additional tax for lax preferences

Investment credit „

Work incentive credit ,

Qislributions to stockholders

Cash and property except own stock

Corporation's own stock

2.521

1.767

10.338

17.921.186

1.163.592

4.120.284

106.214

2.802.641

204.128

127.925

924.130

65.376

270.637

2.050.291

7.645.841

3.227.318

182.426

49.412

797.023

112.011

32.402

870.227

17.921.186

2,444.953

2.559.711

1,807 258

181214

4 164,019

897,398

1,521,875

2,014,467

30,680

2,505,720

206,109

26,193.369

10,389

5,670

157.944

298.201

33.546

4.083

118.481

171.517

27,130

3,787

400457

25.832.941

18.782.065

382.268

142482

107,578

394,309

677,374

454.604

10.558

15,220

582,492

20,023

229,233

114,443

84,878

33,351

3602063

560.428

2.226

556.984

941,583

384,599

822,109

377,430

375,171

1417
842

92.795

19.277

2,248

1,621

12,165

35.539.899

2,009,957

8,050,199

201,828

5,229,349

728,624

414,317

2,032,764

117,697

1,188.158

3,953,868

14,073,932

5,657,208

414,901

111.567

1.449.250

269.513

67.495

1.645.468

35.539.899

3.949.089

4.634.278

5.352,034

258534

7.930.156

1,822.346

2.797.277

3.836.495

127.959

5,188.800

357,069

42.654.115

40536.281

35.599

20.443

391.665

382.056

66.684

5.865

213.227

327.359

35.983

14,810

624,143

41.439.3S7

30,251,360

539,295

233,261

201,487

616,182

1,034,528

897,656

21,590

12,627

1,032 185

55,912

422,133

200,615

145,778

48,543

5,726,205

1,214,758

9.279

1.203,594

1,761,935

558,341

1.555.193

721,549

717,448

2,010

2091
45,786

47

306,179

49.573

1.153

858

10213

40.696.704

2,293.558

9,418,804

272.240

5.372.970

979.462

678.437

2,086,581

119,559

2.451.014

5.030.958

14.320.797

5,695.425

471.029

146.736

1.384.194

270909
55.736

1,988.569

40.696.T04

3.751.089

4.330.714

8.444.079

297.099

8.767.668

2.208.832

2.669.986

4.985.479

93.936

5.429.032

281,210

43.168.321

40.848,489

54,306

32,361

552.266

399.077

84.041

6.806

162,324

290,526

53,434

22,072

662,619

41.921.558

30.184,570

421,611

264,215

159,368

596,548

1.093,424

1,020,639

20,146

20,399

1,085,031

66,799

489,258

208,667

152,750

51,157

6,093,976

1.239,763

14,179

1,221,581

1,704,972

483,391

1,522,592

715,248

711,021

1,576

2,651

46,608

18

244,957

48,391

781

615

10,059

55.157.628

2,747,879

12,423.864

477.460

6.133,811

1,485,346

1,241,406

2,808,246

111,686

5,993,486

7,149,439

18,868,810

7,746,030

474,069

221,449

1,282.613

290.014

72.499

2.664,397

55.157.621

4.273.390

5181.634

14.636,144

298.785

10051.127

3.457.518

3.234.020

5,968,983

249,044

8212,738

405,755

49.303.302

46,436,914

80,925

51,673

1.002.863

241.555

74,961

17,032

198,635

367,382

74,964

55,411

700,987

47.613,924

33,632,600

441,287

322,359

204,063

712,095

1,488,213

1,343,645

21,920

15,150

1,266,770

95,389

576,386

299,366

226,704

31,600

6,936,377

1,689,378

41,985

1,679690

2,097,934

418,244

1,866,717

878,533

871,085

2,490

4,958

60,380

28

410.611

96 889

716

583

11,470

t11.468.441

5,781,412

25,278,753

972,260

10,974,045

2.968,831

2.934.237

4,886,631

253,437

12,531,794

15,391,783

38,244,043

14,937,410

1,384,644

455,930

2,158,567

677,102

217,757

4586,519

111.468.441

7.414.238

8.092,453

33,660,754

570,500

20,132,265

6.149.312

7.002.427

10.402.735

422.903

18.336.858

716.004

83.961.003

77,893,072

188,260

119,820

2,213,004

686,193

147,098

5,728

572,774

545,932

147,800

205,582

1235740

80.172.731

54,581,707

662,859

720 444

369,181

1,158,117

2,394,616

2,775,801

48.895

33,730

2,534,459

179,765

1.179,107

594.687

441,355

68491

12,429,517

3,788,272

118,064

3,786,516

4,348,220

561,704

4,000,578

1,853,995

1,839,147

6,244

8,604

122,973

35

1,183,187

126,067

929

817

32,729

1.467.335.032

125,323 782

416,949223

9,211,312

74,796,272

51,416,703

55,148,844

44.870,022

816.023

101.128.164

204.382.859

531.674.401

196.038.777

15,469.590

6.022.241

11.374.225

7,264.908

4.241.082

42.833488

1.467.935.092

65,975,755

70,634,008

566,315,359

5,311,837

221,738,358

124,759,971

95.162,322

105,379,693

11.915,249

204,638,946

3,896,406

687.097.878

625.653605

• 2.343.326

2.301.589

29.613,423

4,933,732

1,825.888

63.716

2.741.226

1,867,771

2,800,327

3,759,010

9,194,265

E44.34I.S72

413,266,277

2,739,269

7 818,789

3 015,168

9,652,405

24,173,278

31,421,581

400,702

626,425

30,943,128

5,747.928

7.780.192

8.268.875

5.773.890

764,518

91,949,447

42,756,006

1,482,437

41,936.854

43,991.363

2.054.509

40,896,676

19,480,153

19,176,945

56,145

247,063

1,646.233

1.054

20,745,143

686,509

CI Estimate is not shown separately because ol the small number of sample returns on which it was based However, the data are included in the appropriate totals

NOTE See text for "Explanation ot Terms" and "Description of the Sample and Limitations of the Data
"
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Members of Controlled Groups Other Than Form 1120-DISC

Table 28— Number of Returns, Total Assets, Total Receipts, Net Income, Income Tax, and Selected Dividend Items, by Type of Return, by Major

Industry

(All figures are estimates baseil on samples^inoney amounts are in thousands of dollarsi
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Members of Controlled Groups Other Than Form 1120-DISC

Table 28.— Number of Returns, Total Assets, Total Receipts, Net Income, Income Tax, and Selected Dividend Items, by Type of Return, by Major

Industry— Continued

{All figures are estimates based on samples — money amounts are m tliousands ol dollarsi
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Members of Controlled Groups Other Than Form 1120DISC

Table 28.— Number of Returns. Total Assets, Total Receipts, Net Income, Income Tax, and Selected Dividend Items, by Type of Return, by Major

Industry— Continued

IA1I figures ar« estimates tiased on samples— money amounts are in titousands o1 ilollars!
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Members of Controlled Groups Other Than Form 1120 DISC

Table 28.^Number of Returns, Total Assets, Total Receipts, Net Income, Income Tax, and Selected Dividend Items, by Type of Return, by Major

Industry—Continued

lAII figures are estimates baseil on samples— (noiiey amounts are in thousanils of (tollarsi
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Members of Controlled Groups Other Than Form 1120-DISC

Table 28. —Number of Returns, Total Assets, Total Receipts, Net Income, Income Tax, and Selected Dividend Items, by Type of Return, by Major

Industry—Continued

lAll figures are estimates baseil on samples- money amounts are in thousanils of ijollarsl
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Members of Controlled Groups Other Than Form 1120-DISC

Table 28.—Number of Returns, Total Assets, Total Receipts, Net Income, Income Tax, and Selected Dividend Items, by Type of Return, by Major

Industry— Continued

lAII figures are estimates based on samples- money amounts are m thousands ol dollarsi
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Members of Controlled Groups Other Than Form 1120-DISC

Table 28.—Number of Returns, Total Assets, Total Receipts, Net Income, Income Tax, and Selected Dividend Items, by Type of Return, by Major

Industry— Continued
[All ftgurts are estimates based on samples -money amounts are in thousands ot dollars

|



Section Explanation

of Terms

The following explanations include defi-

nitions and limitations of classifications

used, and adjustments made in preparing

the statistics. These explanations are de-

signed to aid the user in interpreting the

statistical content of this report and should

not be construed as interpretations of the

Internal Revenue Code, or related regula-

tions, procedures, or policies. Code sec-

tions cited were those in effect for 1972.

Whenever a year is cited, it refers to the

calendar year unless otherwise stated.

Accounting periods
These are discussed under "Time Period

Covered" in section 1.

Accounts payable
Relatively short-term liabilities arising

from the conduct of trade or business

which were not secured by notes of in-

debtedness were generally included under

this heading. Nontrade payables, on the

other hand, were generally includable in

the estimates for "other current liabilities."

Banks and savings institutions may have

reported deposits and withdrawable shares

in accounts payable. When these amounts

could be identified, they were transferred

to "other current liabilities."

Accumulated amortization

See "Intangible assets."

Accumulated depletion

See "Depletable assets."

Accumulated depreciation

See "Depreciable assets."

Active corporation returns

These returns were the basis for all fi-

nancial statistics in this report. They com-
prised the vast majority of the returns filed,

and were defined for the statistics as re-

turns of corporations reporting any income
or deduction items.

Additional tax for tax preferences

This was a special tax ("minimum tax")

on excessive amounts of "economic in-

come" resulting from certain l<inds of in-

vestments and deductions considered "tax

preferences." For the most part, the 10

percent tax was levied on the sum of a

corporation's "tax preferences" which ex-

ceeded (a) a $30,000 exclusion plus (b) the

current year income tax reduced by foreign

tax credit, investment credit, and work in-

centive (WIN) credit and the tax carryover

from prior years. A discussion of each of

the "tax preferences" is included under

"Tax preference items" in this section.

In general, all corporations were liable

for the additional tax. However, regulated

investment companies were subject to the

tax only on amounts attributable to tax

preferences not passed through to their

stocl<holders. Small Business Corporations

electing to be taxed through their stocl<-

holders (Form 1120S) were taxable only on

certain of their capital gains, and for this

reason, they were subject to the additional

tax only on these capital gains. The capital

gains so taxed amounted to $4,695,000 (be-

fore exclusion); the preferences taxable to

stockholders are shown by footnote in

table 19. In addition, members of a con-

trolled group of corporations filing separate

returns were required to apportion a single

$30,000 exclusion (discussed below) among
the members of the group. Domestic Inter-

national Sales Corporations (DISCs) were
not subject to the additional tax for tax

preferences.

The computation of the tax for returns

other than Form 11208 is shown in detail

on a facsimile of Form 4626 in section 6.

In brief, the computation went as follows:

(1) All tax preference items were

totaled.

(2) From this total, the $30,000 "sta-

tutory exclusion" was subtracted.

(3) "Total items of tax preference less

statutory exclusion" were next reduced by

"income tax available as an offset, current

year" and then by "income tax available as

an offset, carryover." The "current year"

tax was the sum of (a) normal tax, surtax,

and alternative tax after foreign tax, invest-

ment and work incentive (WIN) credits, and

(b) tax from recomputing prior-year invest-

ment credit. By law, the "carryover" tax

represented any tax not usable for the tax

preference reduction in prior years because
it was in excess of the effective amount;

excess amounts were to be carried forward

for use over a 7-year period. (The current

year and carryover tax amounts shown in

the statistics are understated because some
corporations included in the tax reduction

only enough to equal total tax preferences

after the $30,000 exclusion and other cor-

porations did not report these amounts at

all when total preferences were offset com-
pletely by the exclusion.)

(4) "Tentative additional tax for tax

preferences" was computed by multiplying

"Total tax preferences less statutory ex-

clusion and tax used as an offset" by 10

percent.

(5) The tentative additional tax was
reduced by the lesser of 10 percent of the

"Net operating loss for 1972 remaining as

a carryover to a succeeding year" or the

amount of tentative additional tax; this

amount is shown as "Deferred additional

tax for tax preferences." If the corporation

had a net operating loss for 1972 available

as a carryforward to future years, the cor-

poration was allowed a deferral of addi-

tional tax until the net operating loss was
used to reduce net income. When this net

operating loss was deducted from net in-

come, additional tax which had been de-

ferred because of the net operating loss

became due.

(6) Finally, "Additional tax for tax pref-

erences" was the sum of "Tentative addi-

tional tax for tax preferences" reduced by

"Deferred additional tax for tax prefer-

ences," plus the "Additional tax for tax

preferences deferred from prior years."

Advertising

Advertising expenses were allowable as

a deduction under Code section 162, if they

were ordinary and necessary and bore a

reasonable relation to the trade or business

of the corporation. The amount shown in

the statistics includes advertising identified

as a cost of sales or operations as well as

advertising separately identified as a busi-

ness deduction.

The types of expenditures covered by the

advertising deduction may have varied

somewhat from company to company and

a few companies did not separately identify

advertising when it was included in the

cost of sales and operations. In addition,

certain kinds of advertising expenditures,

such as for billboards, were capitalized and

recovered only as part of depreciation. For

these reasons, a more definitive explana-

tion of the advertising deduction statistics

is not possible.

157
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Allowance for bad debts

Most corporations identified on their bal-

ance siieet the allowance or reserve set

aside to cover uncollectible or doubtful

notes, accounts, and loans as an adjust-

ment to notes and accounts receivable. A
few corporations, however, did not report

them separately and tax return balance

sheets used by Domestic International

Sales Corporations (DISCs), life, and cer-

tain mutual insurance companies did not

require them to be reported.

Both the statistics for the allowance and
for the gross amount of notes and accounts

receivable would therefore be understated

by these unidentifiable amounts.

Since Form 1120 did not provide for the

separate reporting of reserves for uncollec-

tible mortgage and real estate loans, many
banks and savings and loan associations

may have included the item in the allow-

ance for bad debts. If, on the other hand,

these reserves were reported in supporting

schedules they were later added to the

allowance for bad debts during statistical

editing. Due to this special treatment of

the reserves for mortgages and real estate

loans, it is the one component of the allow-

ance for bad debts which is not accounted
for in "Notes and accounts receivable."

Alternative tax

See "Income tax".

Amortization

Amortization was a deduction for de-

ferred expenses written off during the year.

The following types of amortization were
specifically mentioned in the Code as al-

lowable deductions:

bond premiums (section 171)

child care facilities (section 188)

coal mine safety equipment (section 187)
leasee's improvements to leased property (section

178)

on-ttie-job training facilities (section 188)
organization expenditures of corporations (section

248)

pollution control facilities (section 169)

railroad rolling stock (section 184)

railroad tunnel bores and grading (section 185)
research and experimental expenditures (section

174(b))

trademark and trade name expenditures (section
177)

Of these, amortization of leasehold im-

provements was frequently included in de-

preciation and amortization of bond premi-

ums was often shown as part of "other

deductions." Write-offs of patents, copy-
rights, and other intangibles were usually

included in depreciation.

Annual returns

Annual or calendar year returns were
those filed for the twelve-month period
beginning in January and ending in Decem-
ber. Most of the larger corporations filed

for this period. Chart 1 in section 1 shows

the percentage of returns filed for each of

the 12 accounting periods covered in this

report.

Assets and liabilities

See "Total assets and total liabilities."

Assets, zero

See "Zero assets."

Bad debts

Bad debts occurring during the year, or

a reasonable addition to an allowance or

reserve for bad debts, were allowable as a
deduction under Code section 166.

Commercial banks, mutual savings banks,

savings and loan associations, small busi-

ness investment companies and other finan-

cial institutions were permitted to take a
deduction for a reasonable addition to their

bad debt balance which was far greater

than that allowed other businesses. Unlike

other businesses, which could deduct addi-

tions to their reserves only to the extent

justified by their actual loss experience,

these financial institutions could elect to

increase their reserves based on percent-

ages of outstanding loans. For commercial
banks, beginning with 1969, deductible

additions to the reserves were reduced in

three transitional steps. For years before

1976, the percentage for eligible loans out-

standing used as the basis for the deduc-
tion was reduced from 2.4 to 1.8 percent;

thereafter it was to be further reduced to

1.2 percent until 1982, then .6 percent until

1988, at which time the deduction would
have to be based on actual losses for the

current and 5 preceding years, the same
as for other businesses. For small business

investment companies, deductions for addi-

tions to the reserve, using an industry av-

erage as the norm, were permitted during

the first 10 years of company's existence.

Thereafter, additions to the reserves had to

be based on their own experience. For

mutual savings banks, savings and loan

associations, and co-operative banks, the

deduction was based on a percentage of

an adjusted taxable income figure before

reduction by the bad debt deduction, pro-

vided it did not increase the reserve be-

yond 6 percent of qualifying loans. The per-

centage was to decrease from 60 to 40

over a 10-year period, in general, starting

with 1970. For 1972, the percentage was 51.

For banks and other financial institutions,

corporate or government debts evidenced

by certain bonds which became worthless

during the year were chargeable as bad

debts under Code section 582. For other

corporations, such losses were subject to

the special capital gain or loss provisions

of the law.

When bad debts which were not re-

covered during a year were deducted using

the reserve method, the amount recovered

was regarded as an income item and in-

cluded in "other receipts."

Business receipts

Business receipts were, in general, the

gross operating receipts of the corporation

reduced by the cost of returned goods and

allowances.

Business receipts included rents reported

as a principal business income by real es-

tate operators and by certain types of man-
ufacturing, public utility, and service corpo-

rations. The latter corporations included

manufacturers that frequently rented prod-

ucts rather than sold them, such as auto-

matic data processing equipment; lessors

of public utility facilities such as docks,

warehouses, and pipelines; and companies
engaged in rental services, such as the

rental of automobiles or clothing.

Some corporations treated sales taxes

and excise and related taxes which were

included in the sales price of their products

as part of their gross receipts from sales;

others reported their receipts after adjust-

ment for these taxes. When treated as re-

ceipts, sales taxes and excise and related

taxes were deducted on the tax return as

part of the cost of goods sold or were

included in the separately itemized deduc-

tion for taxes paid. In any case, the receipts

as reported by the taxpayer were included

in the statistics. See also, "Cost of sales

and operations."

In the finance division, business receipts

included such banking items as fees, com-
missions, trust department earnings, ex-

change collections, discounts, and service

charges, when identified in schedules at-

tached to the return. In some instances,

such income included interest which was
not separately identified. (Interest, the prin-

cipal operating income of banking and sav-

ings institutions, is shown separately In the

statistics and is therefore excluded from
business receipts.) Premium income of

most insurance companies was also in-

cluded in business receipts. However, cer-

tain mutual insurance companies with total

receipts of less than $500,000 were not

required to report premium income. There-
fore, total business receipts for insurance

carriers are slightly understated.

Generally, in the finance division, income
from investments, when identified in sched-
ules attached to the return, was allocated

to one of the specific types of investment

income for which statistics are shown sep-

arately. Rent or cooperative apartment
assessments reported by real estate opera-
tors, however, were accepted as business

receipts.

Business receipts reported by stock and
commodity brokers, dealers, and ex-



Corjjoration Returns/1972 • Explanation of Terms 159

changes, and by real estate subdividers,

developers, and operative builders, re-

quired special statistical treatment. For

these operations, net profit or loss from

sales of stock or real estate, when identi-

fiable, was allocated to the statistics for net

gain or loss from noncapital assets. If the

corporation reported both business receipts

and cost of sales without identifying the

source, and the cost of sales was 50

percent or more of the business receipts,

the items were considered to include stock

or real estate transactions and only the net

gain or loss was used for the statistics.

Otherwise, business receipts for these com-
panies were used as reported and included

commissions and service fees.

For Domestic International Sales Corpo-

rations (DISCs). business receipts included

only "qualified" export receipts, i.e., gross

receipts from sales of export property,

leasing of export property, services related

and subsidiary to a qualified export sale or

lease, engineering and architectural serv-

ices, and export management services. In

other words, "qualified" receipts were

those which were considered to be export

related and as such were the only receipts

included in the statistics for business re-

ceipts. Receipts not considered to be ex-

port related (i.e. "non qualified" receipts)

were included in "Other receipts."

Capital stock

This end-of-year balance sheet liability

item included amounts shown for outstand-

ing ownership shares of both common and

preferred stock.

Cash

This balance sheet asset item included

the amount of actual money or instruments

and claims which were usable and accepta-

ble as money on hand at the end of the

taxable year.

For Domestic International Sales Corpora-

tions (DISCs), this item included working

capital (i.e., cash and necessary temporary

investments) and funds awaiting investment

(i.e., cash in U.S. banks in excess of work-

ing capital needed to acquire other quali-

fied assets).

Compensation of officers

Salaries, wages, stock bonuses, and

bonds were included in this deduction item

as well as other benefits if they were identi-

fied as having been paid to officers for

personal services rendered. Understate-

ment was possible to the extent compen-
sation was included in another deduction

item such as an overall employee compen-
sation figure.

Consolidated returns

Consolidated returns were income tax

returns which contained the combined fi-

nancial data of two or more corporations

meeting the following requirements: (1) a

common parent corporation owned at least

80 percent of the voting power of all

classes of stock and at least 80 percent of

each class of nonvoting stock (except stock

which was limited and preferred as to

dividends) of at least one member of the

group, and (2) these same proportions of

stock of each other member of the group

were owned within the group.

The filing of a consolidated return for a

parent corporation and its subsidiaries con-

stituted an election of group reporting,

which, with certain exceptions, had to be

followed in subsequent years. The con-

solidated filing privilege could be granted

to all affiliated domestic corporations con-

nected through stock ownership with a

common parent corporation except: (1) reg-

ulated investment companies, (2) real es-

tate investment trusts, (3) corporations de-

riving a large percentage of their gross in-

come from sources within a U.S. posses-

sion, (4) corporations designated tax-

exempt under Code section 501, (5) China

Trade Act corporations, and (6) Domestic

International Sales Corporations (DISCs).

Affiliated insurance companies were al-

lowed to file a consolidated return if they

were taxable under the same provisions of

the Code; however, noninsurance compa-

nies with which they also may have been

affiliated could not be included in the same

return.

A consolidated return, filed by the com-

mon parent company, was treated as a unit,

each statistical classification being deter-

mined on the basis of the combined data

of the affiliated group. Therefore, filing

changes to or from a consolidated return

basis affect year-to-year comparability of

the statistics.

Constructive taxable income from
related foreign corporations

This represented the sum of (1) includa-

ble income of Controlled Foreign Corpora-

tions, and (2) foreign dividend income re-

sulting from foreign taxes deemed paid.

Each of these items is discussed under

separate headings.

Contributions or gifts

Contributions or gifts to charitable, re-

ligious, educational, and similar organiza-

tions were deductible under Code sections

170, 809, and 882. In general, the deduction

was limited to 5 percent of net income com-

puted without regard to this deduction;

certain additional adjustments were re-

quired in the case of life insurance com-

panies. Amounts contributed in excess of

this limitation during the 5 preceding years

could be carried forward and included in

the current year's deduction so long as the

sum of the current-year contributions and

the amounts carried forward did not exceed

the limitation based on current-year income.

The excess was again carried forward until

the 5-year carryover period expired. The

amounts shown for 1972 therefore, include

some contributions actually made in previ-

ous years.

Controlled groups

See "Members of controlled groups."

Cost of property used for

investment credit

Amounts included under this heading are

estimates for the total cost or basis of

depreciable property (defined in Code sec-

tion 48) reported in connection with the

computation of the investment credit. The

cost or basis was the full cost or basis of

property with a useful life of 3 years or

more (4 years or more in the case of "pre-

termination property," described under "In-

vestment Credit").

Although corporations generally reported

their investments at cost, most corpora-

tions claiming the investment credit for

leased property used the fair market value

instead.

The statistics include amounts reported

but not used for the computation of the

investment credit. A limitation of $50,000,

for instance, was placed on the amount of

used property which could be taken into

account in the computation of the credit.

Also included were amounts which were

ultimately used in the computation of the

credit by the shareholders of Small Busi-

ness Corporations which had made the

election to be taxed through those share-

holders.

Cost of sales and operations

Cost of sales and operations generally

comprised the direct costs incurred by the

corporation in producing goods or provid-

ing services. Included were costs of mate-

rials used in manufacturing, cost of goods

purchased for resale, direct labor, and

operating expenses. Also included were

costs incurred by Domestic International

Sales Corporations (DISCs) for warehous-

ing (which could include rental warehouse

facilities, labor, heat and power) of export

related articles.

Operating expenses, considered part of

the cost of goods sold, included sales taxes

and excise and related taxes only if the

corporation treated these taxes as part of

the sales price of the product. When these

taxes were identified in cost of goods sold

schedules, they were added to the statistics

shown for the separate deduction for taxes

paid. Similarly, operating expenses for de-

preciation, depletion, amortization, rent of

buildings or real estate, advertising, con-

tributions to pension plans, and contribu-

tions to employee benefit programs, were

transferred to their respective deduction

categories when identified in cost of sales

and operations schedules.
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The income or loss from sales of securi-

ties or real estate by certain financial in-

stitutions was transferred from business re-

ceipts, and ttie net profit or loss from these

transactions included in net gain or loss

from sales or exctianges of noncapital as-

sets. Therefore, the cost of such sales was

excluded from cost of sales and operations.

(See "Business receipts.")

Cost of treasury stock

This item was the total value of issued

common or preferred stock, which had been

reacquired and was held at the end of the

year by the issuing corporation. The stock,

which was available again for resale or

cancellation, may have been purchased by

the corporation or acquired through dona-

tion or as settlement of a debt. Treasury

stock was not a part of capital stock out-

standing and did not include unissued

capital stock.

The amounts shown may be somewhat

understated. Treasury stock intended for

resale may have been reported as an

asset on some tax returns and if not clearly

identified would have been included in the

statistics for "other investments."

Credit for tax paid by regulated

investment companies

Regulated investment companies were

required to pay a tax (at capital gains rates)

on amounts of undistributed net long-term

capital gain less net short-term capital loss.

Shareholder corporations, for their part,

were required to include in the computation

of their long-term capital gains any such

gains designated by the parent as undis-

tributed dividends. The shareholder corpo-

rations were then deemed to have paid the

tax on the undistributed long-term capital

gain dividends and were allowed a credit

(or a refund) for the tax deemed paid. It is

this credit which comprises this item.

Credit for U.S. tax paid on special

fuels, nonhighway gasoline and
lubricating oil

Section 39 of the Code allowed a credit

in full or in stated amounts for excise taxes

on:

(1) gasoline used on farms for farming

purposes,

(2) gasoline used for off-highway pur-

poses or by local transit systems,

(3) lubricating oil used for nonhighway

purposes, and

(4) noncommercial aviation fuels used

for nontaxable purposes or fuels which

were resold during the taxable year.

These taxes could be applied as a credit

against income tax liability as an alterna-

tive to having the taxes refunded directly.

This item also included amounts refunded

through Domestic International Sales Cor-

porations (DISCS) although these corpora-

tions were nontaxable.

Deduction for dividends paid on
certain public utility stock

See "Statutory special deductions."

Deficit

See "Net income or deficit."

Depletable assets
Depletable assets represented, in gen-

eral, the gross end-of-year value of mineral

property, oil and gas wells, other natural

deposits, standing timber, intangible devel-

opment and drilling costs capitalized, and

leases and leaseholds, each subject to de-

pletion. Accumulated depletion represented

the cumulative adjustment to these assets

shown on the corporation's books of ac-

count. In some instances, depletable assets

may have been included with depreciable

assets, or may have been reported as land

or as "other investments," and could not

be identified for this report.

The value of depletable assets and accu-

mulated depletion may not be closely re-

lated to the current-year depletion deduc-

tion. The balance sheet accounts reflected

book values; the depletion deduction re-

flected the amount claimed for tax pur-

poses.

Depletion

This deduction was allowable for the ex-

haustion of natural deposits or timber. The

depletion was computed on the basis of

cost for standing timber. In the case of

natural deposits the depletion could be

computed either on the basis of cost or

upon a fixed percentage of the gross in-

come, less rents and royalties, from the

depletable property. Generally, for gas and

oil wells the gross income was the actual

sales price, or representative market or

field price if the oil or gas was later con-

verted or manufactured prior to sale. For

other minerals, gross income was the gross

income from mining, defined to include not

only the extractive processes, but also cer-

tain treatment processes. Also included as

gross income were exploration expendi-

tures, previously deducted, that were re-

quired under certain provisions of Code

section 617 to be recaptured when the

mine reached the production stage.

Percentage depletion, though based on

percentages of gross income from depleta-

ble property, was limited. It could not ex-

ceed 50 percent of the taxable income from

the property, computed without the deple-

tion deduction. Percentage rates for each

type of deposit are listed in Code section

613 and range from 5 to 22 percent.

Under elective provisions of the Code,

exploration and development expenditures

connected with certain domestic natural

deposits (except oil and gas), generally,

could be deducted currently, treated as

deferred expenses, or capitalized. The

amounts deferred or capitalized were not

to be reported as depletion.

The amounts shown in the statistics also

include any identifiable depletion reported

as a cost of sales or operations.

Depreciable assets

Depreciable assets, reported on the cor-

poration's end-of-year balance sheet, con-

sisted of tangible property (such as build-

ings 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. The statistics for this item

could include fully depreciated assets still

in use and partially completed assets for

which no deduction was allowable when
the corporation reported them as depre-

ciable in its balance sheet. The statistics

for depreciable assets exclude those in-

tangible assets which were depreciable or

amortizable for tax purposes. Such assets,

patents and copyrights for example, were

includable in intangible assets. The

amounts shown as accumulated deprecia-

tion represent the portion of the assets that

were written off in the current year as well

as in prior years.

The amounts shown are, in general, the

gross amounts before adjustments for de-

preciation or amortization charged in cur-

rent and prior years. Some corporations,

however, reported only the net amount of

depreciable assets after adjusting for these

depreciation or amortization charges.

Among the corporations reporting only a

net amount of depreciable assets were

many insurance carriers reporting balance

sheet information in the format required by

state insurance regulations. This format

usually provided for the reporting of only

net depreciable assets and only the home
and branch office buildings and equipment

were included. Other real estate holdings

of these corporations were reported as

"other investments."

The value of depreciable assets and ac-

cumulated depreciation may not be closely

related to the current-year depreciation de-

duction. The balance sheet accounts re-

flected book values; the depreciation de-

duction reflected the amount claimed for

tax purposes.

Depreciation
Depreciation deducted as a reasonable

allowance for the exhaustion, wear and

tear, and obsolescence of business prop-

erty was allowable under Code section 167.

A deduction for depreciation was not al-

lowable on inventories, or land apart from

the physical improvements or developments

added to it.

Several methods of computation could

have been used in determining the deduc-

tion for the year. A common method was
straight line, whereby an equal amount is

deducted in each year of the useful life

of the asset. The declining balance and the

sum of the years-digits methods, whereby
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a larger portion of the asset's cost is written

off during the earlier years of its life than

during its later years, were also commonly
used. Accelerated methods of depreciation

were restricted for public utilities and cer-

tain l<inds of real property beginning in

1969.

Property lives could be based either on

the corporation's own experience, asset by

asset, or on the Class Life Asset Deprecia-

tion Range (CLADR) system which provided

for generally shorter than average lives.

The CLADR system was elective on an

annual basis with regard to a year's acqui-

sitions, starting with 1971. Under this sys-

tem, class lives were assigned to assets

which were grouped, regardless of their

composition, according to the industrial

activity (broadly defined) in which they

were used. However, in the case of certain

property types in general use, the asset

classifications cut across industry lines.

Class lives were flexible and could be re-

defined and subdivided as necessary by

the Treasury.

For most assets, class lives could be

increased or decreased by up to 20 per-

cent at the corporation's option and use

of them was unrelated to past replacement

and retirement practices. This range was
not allowed in the case of buildings, land

Improvements, or assets used outside the

United States. Within a class, assets could

be further grouped into one or more "vint-

age accounts" depending, for example, on

the depreciation method used, or in order

to separate depreciable real property from

all other depreciable property.

In computing the depreciation deduction

under the CLADR system, salvage value

was not considered although no "vintage

account" could be depreciated below a

reasonable salvage value.

In using the system, corporations had a

choice between assuming all acquisitions

in a year were placed in service at the

beginning of the second half of the taxable

year, or that all acquisitions in the first half

of the year were placed in service at the

beginning of the year and all acquisitions

in the second half of the year were placed

in service at the beginning of the following

year. The subsequent year's depreciation

was computed as if all acquisitions were
made at mid-year.

There were certain limitations and ex-

ceptions in using the CLADR system. Al-

though all corporations could use CLADR,
public utilities using accelerated deprecia-

tion methods could do so only if the result-

ing tax benefit was used as a source of

working capital and not as a means of

lowering rates to consumers. Also, certain

property types could be excluded from, the

CLADR system, for example, used property

(under special conditions). Other types

were required to be excluded, for example,

property for which there was no appropriate

class, property for which depreciation was
not based on the useful life concept, and

property for which 60-month rapid amorti-

zation had been elected in lieu of deprecia-

tion. In addition, certain other property was

excluded under transitional rules. All or

part of depreciable real property under

Code section 1250 was excludable if it

had a life shorter than that authorized in

the 1962 Depreciation Guidelines. Also ex-

cludable on a transitional basis was depre-

ciable personal properly under section

1245 (chiefly machinery and equipment) if

it included a significant portion of "sub-

sidiary assets" (or "special tools") such as

jigs and dies, returnable containers, textile

mill cam assemblies, and glassware, if they

comprised 3 percent or more of the cost

of the year's acquisitions in a given class

and if the corporation felt a shorter life was
justified. Later on, the Treasury was to rec-

ommend a more permanent approach to

classifying these asset types within the

CLADR system.

In conjunction with the CLADR system,

depreciation of assets placed in service

prior to 1971 could be placed under a

special guideline Class Life System (CLS)

on an elective basis as an alternative to

computing depreciation based on the cor-

poration's own experience. The CLS con-

sisted of the CLADR classes and lives but

without the 20 percent ranges associated

with them. This system could be used re-

gardless of whether the corporation had

previously elected to use the Depreciation

Guidelines in connection with pre-1971

acquisitions under Revenue Procedure 62-

21. This previous procedure also encom-

passed the class life concept, but the lives

(and any departures from them) had to be

justified based on replacement and retire-

ment practices. The CLADR (and CLS) sys-

tems thus replaced and superseded the

1962 Depreciation Guidelines.

Amounts shown as depreciation include

any identifiable depreciation reported as an

operating or manufacturing cost. Also in-

cluded in the statistics are amounts de-

ducted on lease hold improvements, pat-

ents, and copyrights, as well as small

amounts of additional first-year (section

179) depreciation (limited by law in the case

of controlled group members beginning with

taxable years ended on or after December
1970). To comply with the definition of

depreciation under the Internal Revenue

Code, so-called amortization on station con-

nections in the communications industry

and of capitalized film production costs in

the motion picture industry reported else-

where in the return were also included in

the statistics.

Distributions to stockholders
Distributions to stockholders consisted

of the corporation's own stock, and of cash

and other property, generally reported as

part of the analysis of unappropriated re-

tained earnings. Liquidating dividends,

when identified, were excluded.

In those instances where a corporation

reported one total for distributions to stock-

holders and did not identify this distribu-

tion as cash or stock, the total was treated

as a distribution to stockholders in cash

and property other than in the company's

own stock.

For Small Business Corporations electing

to be taxed through stockholders, distribu-

tions of money made within 2Vz months

after the close of the tax year were con-

sidered to be distributions of the corpora-

tion's undistributed taxable income of the

preceding taxable year. Otherwise, the sta-

tistics do not include amounts taxed but

not actually distributed to stockholders in

1972. Conversely, the statistics do include

amounts taxed through stockholders in

previous years but not distributed until

1972.

For Domestic International Sales Corpo-

rations (DISCs) only amounts actually dis-

tributed (i.e.. distributions that were made
to meet the DISC qualification requirement

under Code section 992, or other actual

distributions) were included in the statis-

tics. Those dividends not actually distrib-

uted, i.e., amounts deemed distributed un-

der section 995. were excluded from the

statistics.

Dividends received deduction

See "Statutory special deductions" and,

"Dividends received from domestic corpo-

rations."

Dividends received from domestic
corporations

Dividends received from domestic corpo-

rations represented most distributions from

current as well as accumulated earnings

and profits of companies incorporated in

the United States. For the most part, divi-

dends received from domestic corporations

included those recognized in computing the

special deduction from net income for

domestic intercorporate dividends received.

(See "Statutory special deductions" in this

section.)

Certain domestic dividends, although not

deductible, were nevertheless included In

dividends received from domestic corpora-

tions. They were dividends received by reg-

ulated investment companies, real estate

investment trusts, and Small Business Cor-

porations electing to be taxed through

shareholders, and actual dividends from

Domestic International Sales Corporations

(DISCS).

Other dividends, not deductible, were

treated for the statistics as "other receipts."

(See "Other receipts" in this section.)

For most of the domestic dividends re-

ceived, the deductible portion was equal to

85 percent (about 60 percent for dividends

received on certain public utility stock).

However, a 100 percent deduction was

allowed for dividends received by members

of a controlled group from other members
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of the same controlled group. This deduc-

tion was allowed when the group did not

elect to file a consolidated return and

agreed instead to apportion a single

$25,000 surtax exemption among the group

members. For members of controlled

groups electing multiple surtax exemptions

under section 1562 which had made the

election prior to April 23. 1969, the deduc-

tible portion increased from 85 percent to

87y2 percent for those returns including

December 31, 1970, to 90 percent for those

returns including December 31, 1971 and

to 92V2 percent for those returns including

December 31, 1972. For other electing mem-
bers, the rate remained at 85 percent. This

increase corresponded to the gradual elim-

ination of the multiple surtax exemptions

for these groups. Refer to the discussion

under "Members of controlled groups" in

this section.

Dividend distributions among member
corporations electing to file a consolidated

return were eliminated as part of the con-

solidated reporting of tax accounts. For tax

purposes, dividends reported on these re-

turns represented amounts received from

corporations that were outside the tax-

defined affiliated group.

Dividends received from foreign

corporations

These dividends were paid from current

as well as accumulated earnings and profits

of companies incorporated in foreign coun-

tries.

Dividends from foreign corporations in-

cluded:

(1) dividends subject to the 85 percent

deduction, received by U.S. corporations

from those foreign corporations at least 50

percent or more of whose gross income

was effectively connected with business

conducted in the United States,

(2) dividends, subject to the 100 per-

cent deduction, received by U.S. corpora-

tions from wholly-owned foreign subsidiar-

ies all of whose gross income was effective-

ly connected with the conduct of United

States trade or business, and

(3) any other foreign dividends includ-

ing—
(a) minimum distributions of Con-

trolled Foreign Corporation profits under

subpart F of the Internal Revenue Code,

(b) certain gains from the sale, ex-

change, or redemption of Controlled For-

eign Corporation stock, and

(c) foreign dividends received by

Small Business Corporations electing to

be taxed through shareholders.

Excluded from the dividend statistics was
the "gross-up" of foreign taxes paid or

deemed paid from the earnings and profits

from which the dividends of subsidiaries

incorporated in "developed" countries were

distributed. This was done even though

gross-up was considered by law to be part

of the dividends received. Dividends only

constructively received from foreign sub-

sidiaries reported on the tax returns as

"includable income of Controlled Foreign

Corporations" were also excluded. If these

amounts were actually distributed at a

later date, they were neither retaxed nor

reported. For the statistics, both items were

combined and shown under "Constructive

taxable income from related foreign corpo-

rations." Table 9, however, shows them

separately.

Foreign dividend statistics presented in

this report are somewhat understated be-

cause of variations in taxpayer reporting.

Some corporations reported certain foreign

dividends as "includable income of Con-

trolled Foreign Corporations," since both

were reported in the schedule for dividends

received. Where identified, the amounts

were treated as foreign dividends for the

statistics.

Domestic International Sales

Corporation Returns

See the discussion in the Changes In

Law in section 1.

Employee benefit programs

Contributions made by employers to such

plans as death plans, health or accident

and sickness plans, and other welfare plans,

were deductible under Code section 162.

The statistics for this item include amounts

identified in the cost of sales or operations

schedules.

Excluded were deductions claimed for

employer contributions to pension plans and

certain other deferred compensation plans

within the purview of Code section 404.

(See "Pension, profit-sharing, stock bonus,

annuity plans.")

In prior years this item was entitled

"Other employee benefit plans."

Estimated tax payments

Estimated tax payments were quarterly

installments required if a corporation's in-

come tax (including tax from recomputing

prior year investment credit) after foreign

tax, investment, and work incentive (WIN)

credits was reasonably expected to exceed

the sum of the exemption provided by sec-

tion 6154 of the Code and any payment

credits such as for Federal excise tax paid

on special fuels, nonhighway gasoline and

lubricating oil. The exemption, which was
gradually reduced from $100,000 in 1967

to $40 beginning in 1977, was $24,400 for

taxable years beginning in 1971, and $5,500

for those beginning in 1972. The last two

amounts were based on the sum of the

temporary estimated tax exemption ($5,500)

and the transitional exemption ($18,900 for

taxable years beginning in 1971 and zero

for taxable years beginning in 1972).

Estimated tax was the excess of the

expected tax over the exemption.

Estimated tax payments shown in this

report may be somewhat less than the

legal maximum percentages of tax due
because, under the provisions of Code sec-

tion 6655, certain tolerances were allowed

in the relationship of the installment pay-

ments to the tax. Besides the limitations

based on law, payments shown in the sta-

tistics may be slightly understated because

of taxpayer reporting variations and the

inability to identify all of the amounts from

the tax returns.

Separate statistics are presented for 1972

estimated tax payments, credit for over-

payment of prior year tax, quick refunds of

estimated tax payments, and net payments
after refunds.

Foreign dividend income resulting

from foreign taxes deemed paid

Foreign dividend income resulting from

foreign taxes deemed paid related to cer-

tain foreign taxes on foreign profits of sub-

sidiary companies incorporated in "devel-

oped countries" (defined in Code section

955). If dividends were distributed to a

domestic corporation (from these foreign

profits), the domestic corporation was re-

quired to increase (or "gross-up") such

dividends by a proportionate amount of the

foreign taxes deemed paid on the foreign

profits for which the domestic corporation

claimed a foreign tax credit. See also,

"Foreign tax credit."

For all tables except table 9, foreign

dividend income resulting from foreign

taxes deemed paid is reflected in the sta-

tistics for "Constructive taxable income

from related foreign corporations." Table

9 shows the amounts separately.

Foreign tax credit

Code section 901 allowed a credit

against the U.S. income tax for income,

war profits and excess profits taxes paid

or accrued to foreign countries or U.S.

possessions. Credit was also allowed

against the U.S. tax under Code sections

902 and 960 for foreign taxes "deemed
paid."

The credit could be claimed by domestic

corporations, and also by foreign corpora-

tions engaged in trade or business in the

United States, for foreign taxes on income

effectively connected with the U.S. busi-

ness. The credit was not allowed though,

for Small Business Corporations electing

to be taxed through shareholders even

when these corporations were taxed on

certain capital gain income. Since Do-

mestic International Sales Corporations

(DISCS) themselves were not taxable, for-

eign tax credit was not applicable; how-

ever, DISC stockholders were allowed the

credit for the DISC'S foreign taxes as ex-

plained in the Changes in Law in section 1.

When the foreign tax credit was claimed,

the alternative, a business deduction for

foreign taxes, could not be used in com-



Corporation Returns/1972 • Explanation of Terms 163

puting taxable income. The U.S. income tax

which could be reduced by the credit ex-

cluded the tax from recomputing prior

year investment credit and the additional

tax for tax preferences.

Credit was allowed for foreign taxes

deemed paid, when a domestic corporation

received a dividend from a foreign cor-

poration in which it owned a 10 percent or

more voting stock interest, for the taxes

paid on the foreign corporation's accumu-

lated profits out of which the dividends

were paid. The percentage of taxes eligible

for credit was equal to the percentage of

accumulated profits that were paid as a

dividend.

Furthermore, if the foreign corporation

described above, in turn hao a 50 percent

or more voting stock interest in a subsidiary

that was also incorporated abroad and

from which it received a dividend (or if

such a subsidiary had a similar voting

stock interest in a subsidiary of its own
from which it received a dividend), the

foreign corporation was considered to have

paid a portion of the taxes paid on the

subsidiary's accumulated profits from

which the dividends were paid. In turn, the

domestic corporation was deemed to have

paid a portion of these same taxes.

In addition, foreign taxes deemed paid

also applied to taxes paid on certain "divi-

dends" which were "deemed" but not ac-

tually received by a domestic corporation.

These constructive distributions are de-

scribed under "Dividends received, foreign

corporations" and "Includable income of

Controlled Foreign Corporations."

In the case of taxes paid on foreign min-

eral income, the foreign tax credit was
reduced to the extent that (a) the foreign

tax exceeded the U.S. income tax payable

on such income and (b) the excess was due

to the lower profits recognized for U.S. tax

purposes because of the deduction for

percentage depletion.

The amount of the foreign tax credit was
limited. Code section 904 provided two

alternative methods of computing the limit.

Corporations could elect the "overall" lim-

itation method whereby the foreign taxes

claimed for credit could not exceed an

amount based on the ratio of total foreign

taxable income to the U.S. corporation's

total taxable income. (There were restric-

tions on the use of the overall method in

the case of affiliated groups filing consoli-

dated returns that included Western Hemi-

sphere Trade Corporations.) Except for the

taxes paid in connection with certain inter-

est income for which use of the "overall"

method was mandatory, corporations could

elect to use a "per country" limitation in-

stead. Under this method the same ratio

was used but it was computed separately

for each country to which taxes were paid.

Generally, income of all types from for-

eign sources could be combined for pur-

poses of computing the foreign tax credit.

However, there were exceptions for certain

interest income and DISC dividends.

The credit was computed separately for

the taxes on interest, and was computed

on a "per country" basis, regardless of the

limitation elected for the rest of foreign

income. For DISC dividends, the foreign

tax credit limitation was computed sepa-

rately with respect to aggregate dividends

received from all DISCs,

Foreign taxes in excess of the limitation

for any one year could be carried back to

the 2 preceding years and then carried

over to the 5 succeeding years, subject to

the foreign tax credit limitation of the years

to which they were carried. (Foreign corpo-

rations doing business in the United States

could not carry unused taxes either to or

from taxable years beginning before 1967.)

Any unused foreign taxes remaining at the

end of the carryover period could not be

claimed.

With the exception of foreign corpora-

tions doing business in the United States,

the 1972 statistics therefore include excess

foreign taxes carried over from the 5 pre-

ceding years. However, because Statistics

ot income is based on returns as originally

filed, the amount of excess foreign taxes

carried back from the 2 succeeding years

for inclusion in a recomputed 1972 foreign

tax credit is not available. Therefore, the

statistics for the 1972 credit are necessarily

incomplete.

Form 1120S

See "Small Business Corporation re-

turns."

Inactive corporation returns

Corporations in existence during any por-

tion of the taxable year were required to file

a return even though they may have been

inactive. The number of returns for inactive

corporations (defined for this report as

returns showing no income or deductions)

is presented in tables B and 29. Financial

data from these returns were excluded

from the statistics.

Includable income of Controlled

Foreign Corporations

This item included amounts, not actually

received, which a domestic corporation

owning at least 10 percent of a Controlled

Foreign Corporation was required by Code
section 951 to include as gross income.

(For this purpose, a foreign corporation was
considered controlled if more than 50 per-

cent of its voting stock was controlled by

U.S. persons, such as corporations, each of

which owned at least 10 percent of its vot-

ing stock.)

The includable income consisted of:

(1) Code subpart F income except if

minimum distributions were made,

(2) any previously excluded subpart F

income which had been invested in quali-

fied assets in less developed countries (this

income was not taxable until withdrawn or

remitted to the U.S. shareholders),

(3) any increase in Controlled Foreign

Corporation earnings due to investments in

U.S. property.

Subpart F income, which is defined in

section 952, included the sum of:

(1) income attributable to premiums

received by foreign insurance companies

that were Controlled Foreign Corporations,

and

(2) foreign base company income

which included:

(a) foreign personal holding com-

pany income (income derived from speci-

fied types of investments),

(b) foreign base company sales in-

come (generally from the sale of property

produced in the United States or a foreign

country by one corporation and sold by a

related corporation organized in another

country for use outside that country), and

(c) foreign base company services

income.

Income from qualified investments in less

developed countries, or from sales of U.S.

exports was specifically excluded from for-

eign base company income.

Analysis of returns of some of the larger

corporations revealed instances where

amounts reported as includable income of

Controlled Foreign Corporations were ac-

tually dividends received from foreign cor-

porations (both these items were reportable

on the dividends received schedule on the

return). If these amounts were so identified

on supporting schedules they were classi-

fied for statistical purposes as foreign divi-

dends. Since the full extent of such varia-

tions in taxpayer reporting is not known,

the amount shown for includable income

may be somewhat overstated.

Table 9 shows this income separately. In

other tables it is combined with "Foreign

dividend income resulting from foreign

taxes deemed paid" under the heading

"Constructive taxable income from related

foreign corporations."

Income subject to normal tax,

surtax, and alternative tax

The 1954 Code provided several tax

bases for different types of corporations.

These included the "taxable income" base

defined by Code section 63. used by the

majority of corporations, and to which the

regular normal tax and surtax rates applied;

a variation of this base in combination with

long-term capital gain when the lower capi-

tal gain rate was applicable; the special

capital gains tax base of Small Business

Corporations electing to be taxed through

their shareholders (see "Small Business

Corporation returns"); the several tax bases

applicable to insurance companies; and the

amounts taxable to regulated investment

companies and real estate investment trusts.

All of these tax bases are included under

this heading (even though, strictly speak-
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ing, not all of the capital gains tax was
based on the alternative tax computation).

However, small amounts of regulated in-

vestment company undistributed long-term

capital gains were excluded. Since Domes-
tic International Sales Corporations (DISCs)

themselves were not taxable, income sub-

ject to normal tax, surtax, and alternative

tax was not applicable (see Changes in

Law section 1).

For most corporations, the income sub-

ject to tax consisted of net income minus

certain additional deductions summarized

in this report as statutory special deduc-

tions (described under separate heading).

However, there were certain exceptions

where total net income minus statutory spe-

cial deductions did not equal income sub-

ject to tax. In some cases, statutory special

deductions for dividends received and for

dividends paid on certain preferred stock

of public utilities exceeded net income.

For these returns, income subject to tax

was reduced to zero and the excess of the

two special deductions became the statu-

tory loss for the year available for deduc-

tion purposes over the prescribed carry-

back and carryover periods.

Also, the tax base applicable to life in-

surance companies, and to regulated in-

vestment companies, and real estate invest-

ment trusts was not defined as net income

less statutory special deductions.

For life insurance company statistics, net

income was derived from gain or loss from

operations (which included the "company's

share" of investment income) to which stat-

utory special deductions were added back.

Income subject to tax was the smaller of

gain from operations and the "company's

share" of investment income minus the

deductions applicable, plus, when this in-

vestment income was the smaller, half the

difference between income and gain from

operations. To this total was added any

amount subtracted from the policyholders'

surplus account (which contained income

nontaxable in the year earned, but taxable

later on when withdrawn from this reserve

account, even If the company had no cur-

rent year net income).

In addition, the life insurance company
provisions applied to mutual savings banks

with life insurance departments; the bank-

ing and insurance departments were each

separately taxed although data for the two

departments were combined for the sta-

tistics. In the case of regulated investment

companies and real estate investment

trusts, any net long-term capital gain (re-

duced by net short-term capital loss) which

was not distributed to stockholders was
taxed to the companies, and always at the

capital gains rate, even though the alterna-

tive tax method was not allowed. The bal-

ance of undistributed income was taxed at

the normal tax and surtax rates. Undistribu-

ted net long-term capital gain taxed at the

capital gains rate was not available from

the income tax computation schedule of

the return form and no attempt was made
to obtain it from attached schedules for the

statistics.

See also, "Income tax."

Income tax

As shown in this report, income tax was

the gross amount of income tax liability

before deducting the foreign tax, invest-

ment, and work incentive (WIN) credits.

(Since Domestic International Sales Corpo-

rations or DISCs were themselves not tax-

able, income tax was not applicable as

described under Changes in Law in section

1.)

The basic income tax for most corpora-

tions consisted of:

(1) a normal tax of 22 percent on total

taxable income plus a surtax of 26 percent

on total taxable income in excess of $25,-

000; or

(2) an alternative tax, whereby the

excess of net long-term capital gain over

net short term capital loss was taxed at the

capital gains rate while the balance of

income was taxed at the normal tax and

surtax rates. This method of computing in-

come tax was not available to regulated in-

vestment companies and real estate invest-

ment trusts. The alternative capital gains

rate was 30 percent.

In addition to the preceding, the statistics

for income tax also included:

(3) an additional tax for tax prefer-

ences, (or "minimum tax"),

(4) the tax from recomputing a prior

year investment credit,

(5) the 30 percent tax on certain long-

term capital gains of Small Business Corpo-

rations electing to be taxed through their

stockholders, and

(6) the 30 percent tax on undistributed

net long-term capital gains of regulated

investment companies and real estate in-

vestment trusts.

Income tax shown in this report for re-

turns without net income was attributable to

the small number of returns showing;

(1) income tax under special provisions

of the Internal Revenue Code applicable to

insurance businesses,

(2) tax from recomputing a prior year

investment credit, and

(3) additional tax for tax preferences.

Statistics for income tax do not reflect

the Personal Holding Company tax (see the

description in this section) nor do they re-

flect any adjustments to the tax liability

such as those resulting from;

(1) recomputation of the 1972 taxable

income to reflect the carryback of net op-

erating losses and certain capital losses for

future years,

(2) reduction of income tax by work

incentive (WIN), investment, and foreign tax

credits recomputed to take account of the

carryback of unused investment credit and

foreign taxes of certain future years,

(3) audit examinations and other en-

forcement activities, and

(4) uncollectible taxes.

The statistics therefore differ somewhat
from the actual income tax collections and

the final income tax liability of corporations

for tax year 1972.

Income tax available as an offset

See "Additional tax for tax preferences".

Income taxed at normal tax and
surtax rates

See "Income subject to normal tax, sur-

tax, and alternative tax."

Industrial classification

Among the several classifications used

in this report, tax return data were classi-

fied according to the principal business

activity of the corporation. Returns were
classified in the industry which accounted

for the largest portion of total receipts even

though the return may have been for a

company engaged in many business activ-

ities or may have been a consolidated re-

turn filed for the members of an affiliated

group of corporations.

Year-to-year changes in the classification

of specific corporations could have resulted

from mergers and other changes in organi-

zation or from filing consolidated returns as

well as from a change in the principal

source of total receipts.

The industries used in the report gen-

erally conform with the Enterprise Standard

Industrial Classification issued by the Sta-

tistical Policy Division in the Office of Man-

agement and Budget, Executive Office of

the President. This classification, which

was designed to classify companies (which

may include several activities), follows

closely along the lines of the Standard In-

dustrial Classification which was designed

to classify single activity "establishments."

Some departures from the classification

system were made for Statistics of Income

for the finance industries in order to reflect

particular provisions of the Internal Rev-

enue Code.

Intangible assets

The total gross amounts (before reduc-

tion by amounts of amortization) for con-

tracts, copyrights, formulas, licenses, pat-

ents, registered trade marks, research or

experimental expenditures and similar as-

sets were included in this category only if

amortization (or depreciation) were shown

against them. These assets could be amor-

tized only if they had a definite life and

value. Other intangible assets which were

not amortizable were included with "other

assets."

Accumulated amortization represented

the cumulative adjustment to these intangi-

ble assets shown on the corporation's

books of account.
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Interest on State and local obligations

The interest on obligations issued by

States, municipalities and other local gov-

ernments, the District of Columbia, and

U. S. possessions was exempt from the

income tax. The amounts shown are less

the amortizable bond premiums.

For statistical presentation, this interest

is shown as part of the income statement

and is included in total receipts. Most cor-

porations normally reported this tax exempt

interest in the reconciliation of income per

books with income per return (schedule

M-1 on the tax return).

Interest on United States obligations

This taxable interest, a component of to-

tal receipts, was received from obligations

issued by the United States, its agencies,

or its instrumentalities.

Interest paid

These amounts were deductible as ordi-

nary and necessary business expenses and

included interest paid by corporations on

business indebtedness. Included in the sta-

tistics were amounts paid on installment

purchases if they were stated in the con-

tract, as well as certain unstated amounts

under Code section 483. For banking and

savings institutions the amounts also in-

cluded interest paid on deposits and with-

drawable shares.

Intragroup dividends qualifying for

100 percent deduction

Refer to the discussions of the deduc-

tions for domestic and foreign dividends

under "Statutory special deductions." See

also the discussion under "Dividends re-

ceived from domestic corporations."

Intragroup dividends qualifying for

transitional deduction under section

1564(b)

See "Statutory special deductions" and

"Dividends received from domestic corpo-

rations."

Inventories

Based on amounts reported on the bal-

ance sheet, inventories included such items

as raw materials, finished and partially

finished goods, merchandise on hand or in

transit, and growing crops reported as

assets by agricultural concerns. Amounts
reported by investment and holding com-

panies (other than operating holding com-
panies), security and commodity brokers,

dealers and exchanges, and real estate

developers and operative builders, were

excluded and included in "other invest-

ments."

Investment credit

Investment credit, restored by the Rev-

enue Act of 1971, was the reduction, after

limitations, of income tax allowed corpora-

tions based on their investments in certain

depreciable property with a useful life of

at least 3 years. Such property could not

be disposed of prior to the end of the use-

ful life used as the basis of the credit.

Otherwise, the credit already taken had to

be repaid as an additional tax for the year

in which the disposition occurred. (See

"Tax from recomputing prior year invest-

ment credit.")

In general, the investment credit before

limitations was equal to 7 percent of "in-

vestment qualified for credit," an amount

derived from the cost of property and de-

signed to give weight to investments in

longer-lived assets. (See "Investment quali-

fied for credit.") The credit claimed could

equal the income tax available for invest-

ment credit-income tax (excluding tax from

recomputing prior year investment credit

and additional tax for tax preferences)

less foreign tax credit-unless the tax avail-

able for the credit was in excess of $25,000.

Then, the investment credit was limited to

$25,000 plus 50 percent of the excess over

$25,000. Certain limitations were applicable

to special classes or kinds of corporations.

Code section 46 limited the applicability of

the credit for mutual savings banks, build-

ing and loan associations, and cooperative

banks by reducing the qualified investment

and $25,000 tax liability limitation by 50

percent. In the case of regulated investment

companies and real estate investment trusts,

the qualified investment and $25,000 tax

liability limitation were reduced in the same

proportion in which the organizations' in-

come was reduced by dividends paid to

stockholders or beneficiaries. Similarly, in

the case of cooperatives, the qualified in-

vestment and $25,000 tax liability limitation

were reduced in the same proportion in

which the organizations' taxable income

was reduced by patronage dividends and

nonpatronage distributions. Code section

48 reduced the tax and used property limi-

tations for members of "controlled groups"

so that the group as a whole was subject

to the same dollar limitations as an indi-

vidual corporation not part of a group and

the controlled group was somewhat more

broadly defined than for ordinary tax com-

putation purposes.

Generally, the investment credit that

could not be claimed became the unused

investment credit for the current taxable

year and could be used to reduce the

income tax liability in other years. See

"Unused investment credit."

The credit was allowed for the first year

that the property was placed in service.

Property qualified for the credit was de-

fined basically the same as under previous

law, namely, tangible personal property,

tangible real property (except buildings and

their structural components), plus elevators

and escalators. "Tangible personal prop-

erty" comprised all property which was
contained in or attached to a building, such

as machinery or equipment. Certain types

of property, even though physically located

outside a building or accessory to a build-

ing were also considered to be tangible

personal property. "Tangible real prop-

erty" included property used as an integral

part of manufacturing, production, or ex-

traction; or, used in furnishing transporta-

tion, communications, electrical energy,

gas, water or sewage disposal services; or.

used as a research or storage facility in

connection with any of these activities.

Under the 1971 law, with certain exceptions

(mentioned below), tangible personal prop-

erty also included livestock other than

horses, and motion picture and television

film. Notwithstanding the general exclusion

of buildings and their structural compo-

nents from tangible real property qualified

for the credit, the 1971 Act specifically

emphasized the eligibility of storage facili-

ties used in connection with the industrial

activities or functions mentioned above, as

well as of buildings whose structure was

closely tied to the machinery and equip-

ment housed within them.

Public utility property was property used

predominantly in the business of selling or

furnishing (1) electrical energy, water, or

sewage disposal services, (2) gas through

local distribution systems, (3) telephone

services, telegraph services by means of

domestic telegraph operations, and other

communication services except interna-

tional telegraph services. However, the

rates for any of these services had to be

established or approved by certain types of

government regulatory bodies. Public

utility property subject to the 4 percent

credit also included communications prop-

erty, or property for communication pur-

poses, acquired by nonregulated compan-

ies if it was the type normally used by

regulated utilities. Other rules applicable to

public utility property limited somewhat the

eligibility of submarine cables for credit if

the credit was passed on in its entirety to

customers through lower rates (rather than

balancing the benefit between investors and

customers).

Investment credit could not be claimed

for property with a useful life of less than

3 years, and the eligibility of used property

was further limited in that its total cost not

exceed $50,000. Also ineligible for the in-

vestment credit was (1) property used for

lodging, except for coin-operated machines

in apartment buildings, (2) property used
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predominately outside the United States,

except for commercial communication sat-

ellites, submarine telephone cables used

exclusively in communication links between

the United States and foreign countries,

and drilling equipment used in international

or territorial waters. (3) property used by

certain tax-exempt organizations, (4) prop-

erty used by governmental units, or inter-

national organizations, (5) property con-

sisting of horses; or, of other livestock if

sold and replaced by substantially identical

animals during a relatively short specified

period of time, (6) property for which spe-

cial 5-year rapid amortization was elected

in lieu of ordinary depreciation (certain

pollution-control facilities, railroad rolling

stock, coal mine safety equipment, on-the-

job training and child care facilities, and

expenditures for the rehabilitation of low-

income rental housing), and (7) certain for-

eign-produced property (especially de-

fined) that was constructed or erected after

August 15 and before December 20, 1971,

or acquired pursuant to an order placed

during this same period (but with excep-

tions chiefly for certain agricultural equip-

ment), and thereafter only if stated under

executive order of the President.

For property constructed, reconstructed,

or erected before April 1, 1971 and com-

pleted after August 15, 1971, only that part

of the cost incurred after August 15 was
eligible for the credit. However, "pre-

termination property" (property which, in

general, was constructed under a binding

agreement prior to the April 1969 repeal of

the investment credit) continued to be eligi-

ble for the credit even though construction

began before April 1, 1971.

The special capital gains tax imposed on

Small Business Corporations electing to be

taxed through stockholders could not be re-

duced by investment credit since these

companies were not eligible to claim the

credit (their investment was allocated

among the stockholders, who then claimed

the credit).

Investment credit carryover

Amounts of "tentative" or "earned"

credit based on "qualified investment"

could not be claimed if they exceeded the

first $25,000 of income tax plus 50 percent

of the tax in excess of $25,000 in a given

year. (For this purpose, income tax was
defined as the amount remaining after de-

ducting any foreign tax credit and exclud-

ing additional tax for tax preferences and

tax from recomputing prior year investment

credit.) Amounts of credit in excess of

these limitations (including amounts earned

by corporations that had no tax for the

year) could be carried back, chronologic-

ally, for use in the 3 preceding years pro-

vided they were within the same limitations

based on tax for each year. Any amount re-

maining could then be carried over to the

7 succeeding years, in chronological order,

in the same manner. Special rules were set

forth for the carryover period for unused

credits still eligible to be claimed for in-

vestments made prior to the 1969 repeal.

The Tax Reform Act of 1969 had repealed

the credit for all property that was acquired

or whose construction, reconstruction, or

erection began after April 18, 1969. To
effectuate the repeal of the credit, the 1969

Act had provided that the unused credits

which could be used in 1969 and later

years could not exceed 20 percent of the

aggregate carryover to 1969. Under the

1971 Act, the carryover period was ex-

tended from 7 to 10 years.

In order to discourage corporations from

postponing investments eligible for credit

under the new law until any remaining

unused credits under the previous law were
"used up." the 1971 Act repealed the 20

percent limitation for taxable years ending

after December 1971; and, for that part of

a taxable year that ended after August 15,

1971, but prior to 1972, the 20 percent limi-

tation was increased by 6 percent per

month for the part of the year that occurred

after August 15. The new law also provided

a reversal of the normal sequence in which

the current-year tentative credit and the

unused credit carryover from prior years

could be applied with regard to the credit

limitations based on size of tax. In contrast

to the sequence provided under prior law,

the 1971 Act provided that for taxable years

beginning in 1971 or later, the limitations

were to be first absorbed by carryovers

from pre-1971 years, and then, to the extent

possible, by the tentative credit for the

current year, and finally, by carryovers and

carrybacks from post-1970 years.

Additionally, for taxable years beginning

in 1971 or later, the carryovers from pre-

1971 years could be used up over a 10-year

rather than a 7-year period. However, the

3-year additional carryover period did re-

main in effect for carryovers and carry-

backs to taxable years beginning after

December 31, 1968 and ending after April

18, 1969, but only for carryovers and carry-

backs to taxable years beginning before

January 1, 1971. Under this rule, only that

portion of a carryback or carryover to such

taxable years that could not be completely

used up solely because of the 20 percent

limitation qualified for the additional 3-year

period.

The statistics may include the carryover

of unused credit for "suspension period

property" (up to $20,000 worth of property

was exempted from the temporary suspen-

sion of investment credit from October 10,

1966 through March 9, 1967). The statistics

may also include the carryover of unused

credit for "pretermination property" (prop-

erty which was acquired or constructed

during the period April 19, 1969, through

August 15, 1971, when the credit was

terminated if there was a binding con-

tract entered into before the period began).

However, data for the carryback of unused

credit were not reported on the current

year return and, thus, are not reflected in

the statistics. (For the relationship between

carryover and the unused credit see "Un-

used investment credit").

Investment qualified for credit

Under the law in effect prior to 1971,

qualifying property with a useful life of 4

years or more was eligible for the invest-

ment credit. Beginning in 1971, the law

allowed the credit for eligible property

with a useful life of 3 years or more.

Previously, if property had a life of

4 but less than 6 years, one-third of its

cost (or basis) comprised "qualified invest-

ment" eligible for credit. Property with a

life of 6 but less than 8 years "qualified"

with respect to two-thirds of its cost and

property with a life of 8 years or more was
fully "qualified." For property acquired or

constructed after March 31, 1971, the 1971

Act maintained those proportions of invest-

ment qualified for credit but shortened the

useful life classes by one year each. More
specifically, the proportion of the property's

cost (or basis) which comprised "qualified

investment" eligible for the credit was:

one-third if the property had a useful life

of 3 but less than 5 years; two-thirds if the

property had a useful life of 5 but less than

7 years; and the full amount if the property

had a useful life of 7 years or more. (The

former classes continued to apply, however,

for "pre-termination property" acquired or

completed before August 16. 1971, unless

construction began after March 31, 1971.)

"Qualified investment" (shown in the sta-

tistics as "investment qualified for credit")

was thus the base upon which the credit

was computed. It took into account pur-

chases of new property and to a limited ex-

tent, purchases of used property. While, for

corporations in general, qualified investment

equaled the sum of amounts based on the

useful life class percentages described

above, for "public utility property" qualified

investment was equal to 4/7 (previously

3/7) of the sum thus determined. Thus, in

effect, the investment credit for public util-

ity property was 4 percent (previously 3

percent) instead of the 7 percent allowed

corporations in general.

However, in completing Form 3468 Com-
putation of Investment Credit, corporations

with investment in public utility property

were asked to report the full amount of

qualified investment, but to use a reduced

percentage (4 percent) in computing the

tentative investment credit. (See "Tentative

investment credit. ') Therefore qualified in-

vestment as defined by the law is somewhat
overstated in the statistics. This should be

taken into consideration in relating qualified

investment to tentative investment credit.

Other limitations applied to certain banking

and savings institutions, investment com-
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panies. and cooperatives.

For 1972, the statistics for investment

qualified for credit may have included

amounts of suspension period property ac-

quired during the temporary suspension of

the credit (October 10. 1966 through IVIarch

9, 1967) but not placed in service until the

1972 tax year. This property, which was

not eligible for the credit was normally

identified by the taxpayer and was removed

from the total during the editing stage of

statistical processing. However, in some
cases it could not be identified for removal

and remained in the total.

The statistics for investment qualified for

credit do not include property constructed

or acquired during the termination period

after April 18, 1969 and generally through

March 31, 1971. However, so-called pre-

termination property (which was construct-

ed or acquired during this period under a

binding contract in effect on April 18, 1969)

is included.

Investments In Government obligations

This balance sheet asset item comprised

bonds or other obligations of a State, or

U.S. possession, including obligations of

political subdivisions and of the District of

Columbia. U.S. obligations included those

of instrumentalities of the Federal Govern-

ment. In those instances where a corpora-

tion reported only one total for investments

in Government obligations and did not

indicate whether the obligations represented

those of the United States or of State and

local Governments, the total was treated as

investments in U.S. obligations.

Land

Land, which was reported as a separate

capital asset on the balance sheet, may be

understated in this report because it could

not always be identified. Some corporations

may have included land as part of "De-

pletable assets" or included it in "Other

investments". If land was certified as an

emergency facility for the national defense,

it could be amortized. If so, only the net

land value (i.e., the value of land after the

adjustment for amortization) was reported.

Loans from stockholders

Loans from stockholders were regarded

as long-term in duration and may have in-

cluded loans from stocl<holder corporations

as well as from other stocl<holders.

Loans to stockholders

Loans to stockholders were regarded as

long-term in duration and included loans to

stockholder corporations as well as to other

stockholders.

Long-term capital gains from certain

binding contracts, distributions, and
installment sales

These gains were received under certain

binding contracts (e.g., excluding binding

contracts involving timber, iron ore and coal

eligible for capital gains treatment under

section 631) and installment sales made
before October 10, 1969, and distributions

made before October 10, 1970, as a result

of complete liquidation plans adopted be-

fore October 10, 1969. If the alternative tax

method was used, these gains were taxed

at a 25 percent rate rather than the revised

capital gain rate of 30 percent.

The amount for this item presented in

table 10 for returns showing the alternative

method of tax computation is the gross

amount reported on the return form prior to

its use in the computation of alternative tax.

It differs from the amount taxed at the 25

percent alternative rate also shown in table

10. These latter gains have been reduced

by capital losses and were actually used in

the computation of alternative tax.

The statistics for this item may be slight-

ly understated since the amount was not

required to be reported separately on re-

turns of corporations not having any in-

come subject to tax.

See the explanations for net long-term

capital gain taxed at alternative rates, and

income tax in this section.

Major industry

See "Industrial classification."

Members of controlled groups

Members of controlled groups were those

corporations which were related to one

another generally through 80 percent or

more common stock ownership and which

filed separate tax returns under the provi-

sions of Code sections 1561-1564. These

provisions also effectively covered the filing

pre-requisites for most consolidated returns

since the stock ownership requirement used

to define an affiliated group eligible to file

a consolidated return was similar to the

controlled group ownership requirements.

(See "Consolidated returns.")

The controlled group provisions applied

when (1) a common parent corporation had

80 percent or more control of one or more

chains of subsidiaries (parent-subsidiary

group), or when (2) five or fewer persons

(individuals, estates, or trusts), individually

or in combination, had 80 percent or more

control of each of two or more corpora-

tions, but where the sum of each person's

"identical" ownership in the group totaled

more than 50 percent (brother-sister group).

"Identical" ownership was considered to

be the lowest common percent of owner-

ship of an individual owner in each of the

corporations comprising the group. Thus,

if a person had ownership in each corpora-

tion in a given group and the smallest per-

cent ownership was, for example, 5 percent

of corporation A, that person's identical

ownership in the entire group was consid-

ered to be 5 percent. Combination groups

were possible when a person(s) controlled

two or more corporations, one of which was
the parent of one or more subsidiary cor-

porations.

Two or more related life insurance com-

panies were required to be treated as a

controlled group separate from any other

corporation to which they may have been

related. Domestic International Sales Cor-

porations (DISCs) were by their nature

members of controlled groups. However,

control was defined in terms of 50 percent

stock ownership.

In all cases control was based, in gen-

eral, on the total combined voting power or

total value of all classes of outstanding

shares. Certain stock was disregarded al-

together and special constructive stock

ownership rules applied depending on the

type of controlled group involved. Certain

corporations were not considered as mem-
bers of "controlled groups." Included in this

category were franchised corporations, tax-

exempt organizations, foreign corporations

with income not effectively connected with

a U.S. trade or business, and corporations

which were members of the controlled

group for less than one-half the days in

their taxable year that preceded Decem-
ber 31.

Code section 1561 limited the $25,000

surtax exemption to one per group. How-

ever, as an alternative. Code section 1562

allowed each controlled group that filed

separate returns for each member to claim

a $25,000 surtax exemption for each mem-
ber provided an additional tax equal to 6

percent of each surtax exemption (in ex-

cess of the one allowed the group) was

paid with each return. Under provisions of

section 1564, section 1562 was to be

phased out, starting with 1970, over a 5-

year transition period at the end of which

multiple surtax exemptions would no longer

be allowed. During the transition period,

each $25,000 multiple surtax exemption

was reduced by $4,167 per year; the 6

percent additional tax continued to apply

over this time, but it amounted to less since

it was imposed on the gradually diminished

amount of each exemption. For purposes of

the 1972 statistics, the value of multiple

surtax exemptions was $16,667 (for taxable

years that included December 31, 1971)

and $12,500 (for taxable years that included

December 31, 1972).

Members of groups allocating one
surtax exemption under section 1561

See "Members of controlled groups."

Members of groups electing to use

multiple surtax exemptions under
sections 1562 and 1564

See "Members of controlled groups."

Minimum tax

Refer to the discussion for "Additional

tax for tax preferences."
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Minor industry

See "Industrial divisions and groups."

Mortgage and real estate loans

Mortgage and real estate loans were, in

general, the total amount wliich a corpora-

tion loaned on a long-term basis, accepting

mortgages, deeds of trust, land contracts,

or ottier liens on real estate as security.

This was the largest asset item reported

for mutual savings bani<s and savings and

loan associations. Because the return form

did not provide a separate place for report-

ing any reserve for uncollectible mortgage

and real estate loan accounts, such re-

serves were often included in the allowance

for bad debts, shown in this report as an

adjustment to notes and accounts receiv-

able. If a separate reserve was indicated

in supporting schedules, it was therefore

added to the allowance for bad debts.

Mortgages, notes, and bonds payable

These liabilities were separated on the

balance sheet according' to the length of

time to maturity of the obligations. The

length of time to maturity was based on the

date of the balance sheet rather than on

the date of issue of the obligations. Accord-

ingly long-term obligations maturing within

the next taxable year were included to-

gether with short-term obligations, in the

statistics for mortgages, notes, and bonds

payable in less than one year. Deposits and

withdrawable shares may have been re-

ported in mortgages, notes, and bonds pay-

able by banks and savings institutions.

When identified, such amounts were trans-

ferred to "other current liabilities."

Net capital gains

(Net long-term capital gain reduced by net

short-term capital loss)

(Net short-term capital gain reduced by

net long-term capital loss)

Net capital gains represented the excess

of gains over losses, from the sales or ex-

changes of capital assets subject to the

limitations described below. Gains and

losses were short-term (if the asset was
held for 6 months or less) or long-term (if

the asset was held for more than 6 months).

Net short-term gains (reduced by net

long-term losses) were taxed as ordinary

income. However, net long-term gains (re-

duced by net short-term losses) were taxed

at a tax rate of 30 percent beginning with

taxable years ending December 31, 1971.

This rate did not apply to (1) amounts re-

ceived under binding contracts and install-

ment sales made before October 10, 1969,

and (2) distributions from corporations

made before October 10, 1970, as a result

of complete liquidation plans adopted be-

fore October 10. 1969. For these transac-

tions the lower rate of 25 percent which

was in effect for 1969 and earlier years

continued to apply.

Excess net losses sustained in taxable

years beginning after 1969 could be carried

back as short-term losses to be applied

against the net capital gains of the 3 pre-

ceding years; any remaining losses re-

maining after carryback were carried over

to the 5 succeeding years. Excess losses

sustained in taxable years beginning in

1989 or earlier, could only be carried over;

no carryback was allowed. Use of the carry-

back was limited, however; it was not al-

lowed to increase or cause a "net operating

loss" for prior years and was not allowed

for foreign expropriation capital losses (al-

though a special carryover period of 10

years for such losses was allowed instead)

or for capital losses of Small Business Cor-

porations electing to bs taxed through their

stockholders. If the unused capital loss

carryover was not eliminated within the

prescribed span of years, it could not be

taken.

Code section 1221 defined the "capital

assets" (or transactions) to which special

treatment applied as all property held by

the corporation except:

(1) stock in trade, or property of a

kind includable in inventories,

(2) property held for sale to customers

in the ordinary course of business,

(3) notes and accounts receivable ac-

quired in the ordinary course of business,

(4) certain short-term Government ob-

ligations sold at a discount,

(5) depreciable property used in the

trade or business,

(6) real property used in the trade or

business, and

(7) certain copyrights, literary and

musical compositions or similar property.

Net gains from dispositions of some of

the property types excluded from the defi-

nition of capital assets under section 1221,

could receive capital gains treatment under

special conditions set forth in other Code
sections, while net gains from some of the

property types included under the definition

could be denied capital gains treatment

under other sections. The latter are referred

to under the heading, "Net gain or loss,

noncapital assets."

Property used in trade or business, ex-

cluded from the tax-definition of capital

assets, received special treatment under

Code section 1231. Gains and losses from

sales or other dispositions had to be ag-

gregated first. If the overall result was a net

gain, it was included in the computation of

net long-term capital gain or loss. If the

overall result was a net loss, it was included

in the computation of net gain or loss from

sales of property other than capital assets.

Thus, a net gain under section 1231 could

receive the more beneficial treatment of a

long-term capital gain taxable at the alterna-

tive tax rate, while a net 'oss under section

1231 received the more beneficial treat-

ment as an ordinary loss fully deductible

against all types of Income and not just

against capital gain income.

The types of property (or transactions) to

which section 1231 applied were:

(1) real and depreciable property used

in the trade or business, held for more than

6 months, and not includable in inventory

or not held for sale in the ordinary course

of business;

(2) timber cut by the taxpayer during

the year if owned, or held under contract

to cut. for more than 6 months before the

beginning of the taxable year, and if an

election was made under section 631 to

treat the cutting as a sale or exchange of

property used in trade or business;

(3). domestic iron ore, timber, or coal,

held for more than 6 months, if disposed

of under a royalty contract whereby the

owner retained all economic interest in the

property, so that under section 631, the net

gain or loss on the royalty income was

treated as a net gain or loss on a sale or

exchange of property used in trade or

business;

(4) unharvested crops disposed of with

the land and used in the business of farm-

ing if the land was held for more than 6

months; and

(5) livestock, except poultry, held for

drafting, breeding, dairying, or sporting pur-

poses, and, except for horses and cattle,

acquired after 1969, held for 12 months or

more. The holding period for cattle and

horses acquired after 1969 was 24 months

or more.

The amount of gain eligible for capital

gains treatment under section 1231 was
reduced in the case of certain real and de-

preciable property by sections 1245, 1250,

1251, and 1252, and in the case of certain

mining property, by section 617.

Code section 1245 provided that eligible

gain for most depreciable property except

certain kinds of real property be based on

the amount of depreciation allowed on It

prior to 1962. Code section 1250 provided

that eligible gain for certain depreciable

realty be based on the amount of deprecia-

tion allowed prior to 1963 as well as on the

method used to compute depreciation be-

ginning with 1963 and on the length of time

the property was held from the time it was
acquired until the time it was disposed of.

Code section 1251 further limited the eligi-

ble gain for certain types of real or depreci-

able property to the amount in excess of

farm net losses accumulated after 1969 or,

in the case of farmland, to an amount in

excess of certain agricultural deductions

accumulated during the most recent 5-year

period. Section 1252 went further, by then

limiting the gain treatment of farmland

depending on the length of time the prop-

erty was held from the time it was acquired

until the time it was disposed of. Code
section 617 limited eligible gain on certain

mining property to an amount in excess of

the sum of current and recent prior-year

deductions for exploration and development

expenditures.

None of these Code provisions had any
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effect on the treatment under section 1231

of losses resulting from ttie disposition of

such property. For a description of the

property to which Code sections 1245, 1250,

1251, 1252, and 617 applied, see the ex-

planation of "Net gain or loss, noncapital

assets."

Net gains and certain net losses under

section 1231 also resulted from "involuntary

conversions" not only of the property types

or transactions otherwise covered by sec-

tion 1231, but also of the capital assets de-

fined in section 1221, if they were held for

more than 6 months. Gain or loss from

involuntary conversions such as by con-

demnation were included in the regular

consolidation of section 1231 gains and

losses previously described. Beginning with

1970 though, a separate netting of gains

and losses was required for involuntary

conversions by theft, or from fire, storm,

shipwreck or other casualty, whether in-

sured or uninsured. If the result was a net

loss, it was treated as a fully deductible

loss (without regard to section 1231) and

excluded from the capital gain statistics. If,

on the other hand, the result was a net gain,

then it was consolidated with other gains

and losses under section 1231.

Net gain or loss, noncapital assets

This computation resulted mostly from

sale or exchange of (1) certain depreciable,

depletable, and real property; (2) accounts

and notes receivable acquired in the ordi-

nary course of business for services render-

ed or from sale of property includable in

inventory, or ordinarily held for sale; (3)

certain copyrights, literary, musical, or

artistic compositions or similar properties;

(4) securities by dealers; (5) securities, in-

cluding governmental obligations, by bank-

ing, savings, and certain other financial

institutions; (6) certain patents, inventions

or designs, secret formulas or processes,

and similar property rights by domestic

corporations to their more-than-50-percent

owned foreign subsidiaries ("Controlled

Foreign Corporations"); (7) qualified export

assets by Domestic International Sales Cor-

porations (DlSCs) (but only in the case of

gains; losses were not separately provided

for on the return form and were included in

the statistics for "other deductions").

Also included were amounts resulting

from (8) certain "involuntary conversions"

including net losses from casualty and theft,

and (9) certain sales, exchanges, or re-

demptions of Controlled Foreign Corpora-

tion stock (see "Dividends received from

foreign corporations").

As explained under the definition of "Net

capital gains," a net gain from dispositions

of (or certain transactions involving) speci-

fied types of business assets that were con-

sidered noncapital assets based on Code
section 1221, could receive capital gains

treatment under section 1231. Gains and

losses from these dispositions or trans-

actions first had to be aggregated. If the

overall result was a net gain, it was in-

cluded in the computation of net long-term

capital gain. But if the overall result was a

net loss, it was included in the computation

of net gain or loss, noncapital assets. The

special treatment in this computation of

gains and losses resulting from involuntary

conversions, due mostly to casualty and

theft, is described under "Net capital

gains." Form 4797. called for net losses

from casualty and theft to be included in

the computation of "net gain or loss, non-

capital assets" (although some corpora-

tions reported them in "Other deductions").

The amount of gains (though not losses)

on dispositions of property includable in

the computation of net gain or loss under

section 1231, was limited as a result of

Code sections 1245. 1250, 1251, 1252, and

617. To the extent the amount eligible for

capital gains treatment was thereby re-

duced, the amount included in the statistics

for net gain or loss, noncapital assets, was

increased.

Sections 1245 and 1250 applied to cer-

tain depreciable property. Sections 1251

and 1252 prescribed additional rules for

much of this same property if it was used

in the business of farming as well as for

certain other types of property used in

farming and covered under section 1231.

Section 617 applied to certain depletable

property. (See discussion below.)

Finally, with respect to the statistics for

net gain or loss, noncapital assets, an as-

sumption was made for the statistics for

certain of the financial industries in the

case of sales of stock by stock and com-

modity brokers, dealers, and exchanges; or

sales of real estate by real estate subdivid-

ers, developers, and operative builders.

If these transactions appeared to be re-

flected in gross receipts and cost of goods

sold in the tax return, instead of in net

gain or loss, noncapital assets, the result-

ing profit or loss of the transactions (repre-

senting the difference between the receipts

and the cost of sales) was transferred to the

statistics for net gain or loss, noncapital

assets, but only if the cost of sales was
more than 50 percent of the receipts (if 50

percent or less, the receipts were regarded

as commission income). The tax return data

for receipts and cost of sales were accord-

ingly adjusted for the statistics (see "Busi-

ness receipts").

Sections 1245 and 1250

The depreciable property to which sec-

tion 1245 applied was: (1) personal prop-

erty other than livestock, whether tangible

(such as machinery and equipment), or in-

tangible (such as patents or copyrights);

and (2) other tangible property including

certain realty other than buildings and their

structural components, if it was an integral

part of specified business activities, or

which constituted research or storage fa-

cilities used in connection with such activi-

ties. The business activities qualifying were

manufacturing, production, or the providing

of transportation, communications, electri-

cal energy, gas, water, or sewage disposal

services.

The depreciable property to which sec-

tion 1250 applied was real property not

already covered by section 1245. In gen-

eral, this property consisted of buildings or

their structural components in the case of

tangible property; or leaseholds of land,

in the case of intangible property.

The amount of gain on dispositions of de-

preciable property under sections 1245 and

1250, treated as ordinary income and in-

cluded in the statistics for net gain or loss,

noncapital assets, generally depended upon

the amount of depreciation claimed on the

asset after a certain date, prior to its dispo-

sition, although other factors were also

considered in the case of section 1250

dispositions.

Under section 1245, the amount of gain

treated as ordinary income was based on

the depreciation (or amortization in the

case of defense "emergency facilities") al-

lowed or allowable after 1961 (after 1963

for elevators and escalators and after 1969

for livestock). This "depreciation recap-

ture" applied to dispositions of property

made during taxable years beginning after

1962 (after 1963 for elevators and escala-

tors and after 1969 for livestock).

Under section 1250, the amount of gain

treated as ordinary gain was based, in

general, on the depreciation allowed or al-

lowable after 1963. However, this "depreci-

ation recapture" was further qualified so

that if the property was held for more than

1 year before it was disposed of, ordinary

gain was reduced to the difference between

the depreciation computed under some ac-

celerated methods and the depreciation

computed assuming the straight line meth-

od. If the property was held for more than

20 months, the "recapture" was further

reduced to a proportion of this difference

until, when the property was held for 10

years, the "recapture" as ordinary gain was
not applicable at all.

Sections 1251 and 1252

Under section 1251, net gain or loss from

noncapital assets included ordinary gains

from the sale or other disposition of certain

types of farm business property which

would otherwise have been eligible for

long-term capital gain treatment under Code
section 1231. Dispositions already regarded

as ordinary gain or loss using section 1250

rules were excluded.

Amounts treated as ordinary gain were

based on farm net losses accumulated after

1969. These net losses were before gain

or loss under section 1231 and, over the

years, were first offset against any farm net

income. The resultant accumulated loss

was then applied against the gain on farm
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property. If the gain exceeded ttie accumu-
lated loss, it was treated as ordinary gain

to the extent of the loss and only the excess

gain was eligible for capital gains treat-

ment. If the reverse was the case, the gain

was similarly treated and the excess loss

was carried over for use in connection with

future gains. For electing Small Business

Corporations, this recapture of farm losses

was less restrictive and was applicable only

if farm net loss exceeded $25,000, nonfarm

net income exceeded $50,000, and none of

the stockholders had a farm net loss of

their own. Section 1251 was not applicable

if farming operations were accounted tor

on an accrual basis, inventories used, and

deductible amounts capitalized and recov-

ered over the years through depreciation,

even though the law permitted expensing

of the full amount currently on an elective

basis.

Section 1231 property subjected to

Ihese recapture rules included depreciable

personal property; livestock except poultry;

unharvested crops sold with the land on

which they were growing; and land. For

land, there was a limitation under section

1251 on the amount of gain treated as or-

dinary income: the amount recaptured

could not exceed accumulated deductions

for soil and water conservation and land

clearance expenditures in the current and

4 preceding years. However, there was an

additional recapture for land, under Code
section 1252. This recapture was based on

a declining annual percentage of total post-

1969 deductions for these same expendi-

tures. The percentage was reduced to zero

when land was held for 10 years or more at

which time the additional recapture did not

apply.

Section 617

Under Code section 617, corporations en-

gaged in domestic mining operations that

elected to claim unlimited deductions for

exploration and development expenses (ex-

cept for oil and gas) had to "repay" their

post-1969 deductions when the mine reach-

ed the producing stage or when it was sold.

If the mine was sold, the profit was treated

as an ordinary net gain from a noncapital

asset to the extent that the gain was equal

to or less than any post-1969 deduction not

already "recaptured" prior to the sale.

Such gains are reflected in the statistics.

Any net gain in excess of the deductions

was net gain under section 1231, and eligi-

ble for capital gains treatment.

Net income (or deficit)

This difference between gross taxable

receipts and the ordinary and necessary

business deductions reflects not only actual

receipts but "constructive" receipts as well.

"Includable income of Controlled Foreign

Corporations' and "Foreign dividend in-

come resulting from foreign taxes deemed
paid" in this section describe this income
which, though not actually received, was
required to be reported by corporations for

tax purposes.

The statistics for net income are general-

ly larger than the amounts shown for in-

come subject to tax. The reason for this is

that certain statutory special deductions

from net income were allowed most corpo-

rations in computing their income subject

to tax. Also, the net income of Small Busi-

ness Corporations is included in the statis-

tics for net income while only certain long-

term capital gains which were taxable to

these corporations are included in the sta-

tistics for income subject to tax. In addition,

the net income statistics include the net

income of Domestic International Sales

Corporations (DISCs); since these corpora-

tions, themselves, were not taxable, they

had no income subject to tax to report.

For mutual insurance companies other

than life or marine, and other than certain

fire or flood insurance companies, the

net income used for Statistics of Income
was the sum of the net investment income
or loss, the statutory underwriting income

or loss, the subtractions from the Protec-

tion Against Loss (PAL) account before

statutory special deductions allowed

corporations generally. Net income, there-

fore, reflects not only the ordinary

business deductions but the statutory

deductions from underwriting income al-

lowed only to these mutual insurance com-
panies. It also reflects the additions (if any)

to taxable income of amounts previously

deferred from taxation in the PAL account.

Statutory deductions from underwriting in-

come and subtractions from the PAL ac-

count are described in the return form and

instructions at the end of the report, and in

Code sections 823 and 824.

Net income for some small mutual insur-

ance companies reporting under Code sec-

tion 821(c) was net investment income only.

The provisions of the section were applica-

ble only to companies with income from

investments (other than capital gains) and

premiums of less than $500,000, and with

no reserve in the PAL account. The provi-

sions were elective. Electing companies

were not required to report underwriting

income.

For life insurance companies, net income

or deficit comprised gross taxable receipts

reduced by the ordinary and necessary

business deductions and reduced by addi-

tions to required reserves and certain other

statutory deductions pertinent only to these

companies. To arrive at net income or defi-

cit for these companies the gain or loss

from operations (which included both un-

derwriting and investment income) was ad-

justed by adding back the statutory special

deductions for intercorporate dividends

received and for operations losses.

Net income (or deficit) per bool<s of

account

This was the after-tax profits as reported
in tax return schedules reconciling income
per books of account with income per
Internal Revenue Code (see Schedule M-1,

"Reconciliation of income per books with

income per return," on the Form 1120 re-

turn facsimile at the back of this report),

or in the case of most insurance com-
panies, from the annual statements filed

with the return.

For- the most part, tax law provisions

agree with accepted accounting practices

and recognize the application of general

accounting principles to the conditions and
practices of a particular trade or business.

However, for certain kinds of income, de-

ductions, or transactions, the law allows or

requires special accounting that digresses
from generally accepted accounting meth-
ods.

Four fundamental reasons account for

most of the disparity between tax and book
profits: (1) different bases, or accounting
values, assigned to property which, for ex-

ample, affect the size of depreciation or

gain or loss when property is sold, (2) dif-

ferent definitions of numerous components,
e.g., depreciation, depletion, and bad debt

losses, (3) accounting differences in timing

the receipt of income and the expensing of

deductions, e.g., installment sales, income
from construction contracts, prepaid in-

come or anticipated future losses or ex-

penses, income from foreign subsidiaries

and expenses typically capitalized on the

books but expensed on the tax return, (e.g.,

intangible drilling costs) or vice versa, and

(4) recognition of certain income and de-

ductions for tax purposes only, (e.g., the

foreign dividend "gross-up"), or for book
purposes only, (e.g., interest on State and
local government obligations, lobbying ex-

penses, and certain undistributed profits of

foreign subsidiaries).

The data shown are subject to certain

limitations. Although all corporations were
required to provide data for a reconcilia-

tion of profits, some did not include them
in their tax returns as originally filed, while

others provided them in schedules of their

own design from which total net income

per books could not always be determined.

Also, net income for tax purposes is likely

to be more uniformly determined than net

income for book purposes because of the

necessity to conform with provisions of the

Internal Revenue Code, although complete

uniformity is lacking because of the various

elections, special treatments, and other

provisions in the law. In addition, net in-

come per books was after taxes. The in-

come tax liability reported on the tax return

often differed from the book amount be-

cause of the several methods of accounting

for taxes on the books.
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On an historical basis, both book and

tax net income are affected by changes in

accounting practices by particular com-

panies, in generally accepted accounting

principles, and in tax law. IVIoreover, be-

cause more definitive measures of the

differences between the two sets of profits

are not available, there is no way of know-

ing how much of the difference is perma-

nent (because of different definitions) or

only temporary (timing differences would be

expected to "wash out" over a number of

years).

Net long-term capital gain reduced by
net short-term capital loss, In excess
of $25,000

These amounts of gain in excess of

$25,000 represented the tax base for "tax-

able" Small Business Corporations electing

to be taxed through their stockholders (cer-

tain newly electing corporations were liable

for tax either on their capital gains—in

excess of $25,000, or on their income sub-

ject to tax whichever resulted in a lower

tax). See the discussion under "Small Busi-

ness Corporation returns" in this section.

Net long-term capital gain taxed at

25 percent rate

See "Net capital gains".

Net long-term capital gain taxed

at alternative rates

This was the part of the tax base used

for the tax computation allowed under sec-

tion 1201 for those returns where the alter-

native tax rate resulted in a lower tax

liability than would have resulted from

using normal tax and surtax rates on total

taxable income.

Income subject to tax for returns with

alternative tax was the sum of (1) net long-

term capital gain (reduced by net short-

term capital loss), and (2) income taxed at

normal tax and surtax rates (the balance of

taxable income).

For most corporations, use of alternative

tax did not affect the amount shown as

income subject to tax. However, when net

long-term capital gain was greater than

"taxable income" (net income minus statu-

tory special deductions) but the alternative

rate (30 percent for 1971 and thereafter, 28

percent for 1970, and 25 percent for certain

transactions occurring before October 10,

1969) applied to the capital gain was less

than the regular rates applied to "taxable

income." the capital gain, rather than "tax-

able income" became the tax base and was
used for the income subject to tax sta-

tistics.

Net operating loss deduction

See "Statutory special deductions.'

Net short-term capital gain reduced by

net long-term capital loss

See "Net capital gains".

Net worth

Net worth represented the stockholders'

equity in the assets of the corporation in

contrast to the claims of creditors. In the

statistics it comprises the net sum of the

items:

(1) capital stock,

(2) paid-in or capital surplus,

(3) retained earnings, appropriated,

(4) retained earnings, unappropriated.

(5) less; cost of treasury stock.

Each of these items is explained under its

own heading in this section.

Noncalendar year returns

Returns filed for a twelve-month account-

ing period ended during July through No-

vember 1972 or during January through

June 1973 were included in this classifica-

tion.

Normal tax, surtax, and alternative tax

See "Income tax".

Notes and accounts receivable

Notes and accounts receivable were, in

general, the gross amounts of current trade

items, that is, amounts receivable arising

from sales or services to customers on

credit during the ordinary course of trade

or business which would normally be con-

verted to cash within one year, Nontrade

receivables were generally included in

"other current assets."

The tax return balance sheets on most

corporation income tax forms called for the

reporting of both "gross" receivables and

the allowance for bad debts. However,

some corporations reported only the net

amount. In addition, in the case of Domestic

International Sales Corporations only the

net amount was called for on the tax return

balance sheet and in the case of insurance

companies filing balance sheets in the form

required under State law only the net

amount was reported.

Loans and mortgages may have been

reported in notes and accounts receivable

by savings and loan associations. When
identified, such mortgage loans were trans-

ferred to "Mortgage and real estate loans."

The allowance for bad debts, shown as

an adjustment to notes and accounts re-

ceivable, may include the reserves for the

separate account, mortgage and real estate

loans. As a result, it was possible for the

reserve to exceed the amount of notes and

accounts receivable.

Number of returns

Returns of inactive corporations were ex-

cluded except in tables B and 29 where

inactive corporation returns are included in

the total number and are also shown sep-

arately. (See "Inactive corporation re-

turns.") The number of Form 1120S re-

turns filed by Small Business Corporations

for which an election was made to be

taxed through stockholders is included in

each total and is also shown separately in

some of the tables.

Other assets

Other assets comprised, in general, non-

current assets which were not allocable to

a specific account on the return form bal-

ance sheet, and certain accounts for which

no distinction could be made between cur-

rent and noncurrent status.

Includable were such items as deferred

charges reported as noncurrent by the cor-

poration, interest discounts, guaranty de-

posits, and intangible assets not subject to

amortization. Other assets of banks includ-

ed property held in trust if included in the

banks' assets, while other assets of life

insurance companies included the market

value of real estate, and that portion of

stock and bond holdings in excess of

book value. For the Domestic International

Sales Corporation, this item also included

nonqualified assets (i.e., assets that v/ere

not generally export-related).

Other current assets

Assets not allocable to a specific current

account in the return form balance sheet,

and assets specifically reported as short-

term by the corporation, as well as market-

able securities other than Government obli-

gations comprised this classification.

Included were prepaid expenses, non-

trade receivables, coupons and dividends

receivable, claims and judgments, and sim-

ilar items. For construction corporations,

amounts reported as a current item for con-

tract work in progress in excess of billings

were also included.

Also included in other current assets

were amounts reported as inventories on

nonconsolidated returns of investment and

holding companies (other than operating

holding companies): security and commod-
ity brokers, dealers, and exchanges: and

real estate subdividers, developers, and op-

erative builders.

Other current liabilities

Other current liabilities included for the

most part certain amounts due and payable

within the coming year. The account com-

prised accrued expenses, as well as cur-

rent 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
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benefit plans, dividends payable, overdrafts,

accrued interest or rent, and deposits and

withdrawable shares of bantling and sav-

ings institutions.

For construction corporations, amounts

of advances or deposits on uncompleted

contracts or jobs in progress were included

in this item, if reported as current.

Other deductions

Other deductions comprised (1) business

expenses which were not allocable to a

specific deduction item on the return form,

and (2) certain amounts which were given

special treatment in the course of statisti-

cal processing.

The first category included such items as

administrative, general, and selling ex-

penses; bonuses and commissions; deliv-

ery, freight, and shipping expenses; sales

discounts; travel and entertainment ex-

penses; and similar items.

The second category included salaries

and wages not reported as a cost of sales

and operations and not reported as a part

of another deduction item; unrealized profit

on current-year installment sales; reported

amounts of negative income; and, certain

losses by fire, storm, shipwreck or other

casualty, or from theft. Also included were

itemized business deductions and other

deductions unique to Domestic International

Sales Corporations (DISCs), life and most

mutual insurance companies. The latter in-

cluded the "small business deduction"

used by life insurance company controlled

group members. The use of the "small

business deduction" was gradually cur-

tailed beginning with 1970, so that by 1975,

only one deduction per group was to be

allowed. In the case of DISCs, the statistics

include deductions such as those for mar-

ket studies, sales commissions, and freight

and other expenses (whether or not export

promotional).

The estimates for "other deductions" may
include losses resulting from involuntary

conversions (see the discussion under "Net

capital gains"); if these losses were report-

ed in the taxpayer's own schedule for

"other deductions." For the statistics, no

attempt was made to transfer the data to

the capital gains computation. Losses from

involuntary conversions which were re-

ported as ordinary losses were included in

the estimates for "Net gain or loss, non-

capital assets."

Other interest

Included in this item were amounts re-

ceived on loans, notes, mortgages, bonds,

bank deposits, and corporate bonds less

amortizable bond premium. For installment

sales, interest received included amounts

stated in the contract and certain unstated

amounts of interest, as provided in Code
section 483.

Other investments
This category generally included long-

term non-Government investments and cer-

tain investments for which no distinction

could be made as to their current or long-

term nature. Non-Government investments

generally not held for conversion to another

form within the coming year included

stocks, bonds, loans on notes or bonds,

loans to subsidiaries and other types of

financial securities. Also included in this

category (except in text table E) were in-

vestments unique to Domestic International

Sales Corporations (DISCs) such as invest-

ment in related foreign export corporations

(including real property holding companies

and associated foreign corporations), pro-

ducer's loans, and export-import bank obli-

gations.

Real estate not reported as a capital

asset could also be included. In certain

instances, land and buildings owned by real

estate operators (except lessors of real

property other than buildings), and real

estate holdings of insurance carriers, other

than their home office and branch office

buildings and equipment, were reported as

"other investments."

Other liabilities

Other liabilities were obligations which

were not allocable to a specific account on

the return form balance sheet and were

either noncurrent accounts, in general not

due within one year, or accounts which

could not be identified as either current or

long-term.

Examples of "other liabilities" were de-

ferred or unearned income not reported as

part of a current account, provisions for

future taxes based on the effects of either

accelerated depreciation or possible in-

come tax adjustments such as for the in-

vestment credit, and principal amounts of

employee and similar funds.

Other receipts

Other receipts included amounts not else-

where reported on the return, such as:

profits from sales of commodities other than

the principal commodity in which the corpo-

ration dealt; income from minor operations;

cash discounts; income from claims, li-

cense rights, judgments, and joint ventures;

net amount earned under operating agree-

ments; profit from commissaries; profit on

prior-years' collections (installment basis);

profit on purchase of corporation's own
bonds; 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. Also regarded as "other receipts"

were certain dividends received, such as

from Federal Reserve and Federal Home
Loan Banks, and from the following special

classes of corporations; China Trade Act

corporations; corporations deriving a large

percent of their gross income from sources

within a United States possession; and tax-

exempt charitable, educational, religious,

scientific and literary organizations, and

mutual and cooperative societies including

farmers' cooperatives.

For Domestic International Sales Corpo-

rations (DISCs), all "nonqualified" business

receipts reported on the return except

dividends were regarded as "other re-

ceipts." Included were receipts from: (1)

goods and services for ultimate use or

consumption in the United States, (2) ex-

ports subsidized by the U. S. Government,

(3) certain direct or indirect sales or leases

for use by the U. S. Government, and (4)

sales to other DISCs in the same controlled

group.

Overpayments claimed as a credit

This was the amount of overpayment the

corporation specifically requested to be

credited to 1972 estimated tax, in lieu of

requesting a refund in the prior year. The
credit was reflected in the amount shown
as estimated tax payments.

Paid-in or capital surplus

This comprised additions to the corpora-

tion's capital from sources other than earn-

ings. The amount shown is after deducting

any negative amounts.

Includable were amounts of surplus oc-

casioned by donation, appreciation of

assets, receipts from sale of capital stock

in excess of stated value, stock redemp-

tions or conversions, and similar trans-

actions.

Part-year returns

Part-year returns were those filed for

accounting periods of less than 12 months

which ended in the period July 1972

through June 1973. Such returns were filed

as a result of business liquidations, re-

organizations, mergers, and changes to new
accounting periods.

Payments with applications for

extension of filing time

(Forms 7004 and 7005)

These statistics were derived from the

income tax returns rather than from the

application for extension of time to file.

Form 7004, and the application for addi-

tional extension of time to file. Form 7005,

or their equivalents. Corporations which

filed Form 7004 on time and paid the re-

quired amount of tax liability (tentatively

determined) were granted an automatic ex-

tension of 3 months in which to file returns.

A second extension (requested on Form

7005) of 3 months could be granted under

certain conditions.

Requesting the extension of time to file

the return did not postpone the payment of

tax. When an extension was requested on
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Form 7004. at least half of the unpaid

balance of the tax liability tentatively deter-

mined (tal<ing into account any credits

against tax, as well as any estimated tax

payments) was due. If the option of paying

the tentatively determined tax liability on

an installment basis (with the balance due

on or before 3 months after the regular

filing date) was not used, the entire amount

was due with the application. If a second

extension of time to file was applied for,

the balance of any unpaid tax liability was

due at the time of the application.

The statistics may be slightly understated

because of taxpayer reporting variations

and because of the inability to identify the

total amount from the tax returns.

Pension, profit-sharing, stock bonus,

annuity plans

Contributions made by employers to

these plans were deductible under Code
section 404. The Code imposed limitations

on the amounts deductible for the taxable

year and provided a carryover feature for

certain amounts paid in excess of the limi-

tation. Deductions were also allowed for

employer contributions made to benefit

plans established for certain United States

citizens employed by foreign subsidiaries

and branches of domestic corporations. The

statistics for this item include such amounts

identified in the cost of sales or operations

schedules. (See also. "Employee benefit

programs.")

Personal Holding Company tax

In addition to being subject to regular

income tax and additional tax for tax pref-

erences, corporations classified as Per-

sonal Holding Companies were subject to

another tax equal to 70 percent of their

"undistributed Personal Holding Company
income."

Briefly, the term Personal Holding Com-
pany was applied to certain closely-held

corporations whose income was from pas-

sive sources (generally investments and

personal service contracts) rather than

from the actual active conduct of a trade

or business. The 70 percent tax was im-

posed on the taxable income (especially

defined) from passive sources reduced by

amounts distributed to owners.

Since most Personal Holding Companies
distributed all of their Personal Holding

Company income, only a small number

were actually subject to the tax. In addi-

tion, the tax is slightly understated because

the Personal Holding Company tax was not

always reported separately from the regular

income tax.

The tax appears in the statistics for in-

dustries other than "Holding and other in-

vestment companies." This is because a

Personal Holding Company could be a sub-

sidiary included in a consolidated return

classified in some other industry.

Refunds of estimated tax payments

A corporation which had determined that

it had overpaid its estimated tax could have

filed for a quick refund or adjustment of the

overpayment even before it had filed its

return. To have done so, the estimated tax

overpayment had to be at least $500 and

be at least 10 percent of the expected

"final" income tax liability reported on the

tax return.

The application for refund had to be

made within 2V2 months after the close of

the taxable year and before the corporation

had filed its income tax return. If the refund

(or credit against any other tax owed, in

lieu of a refund) was subsequently deter-

mined to be excessive, the tax on the ex-

cess included an amount determined at a

rate of 6 percent per year of the excess.

Rent paid on business property

These deductions for ordinary and nec-

essary expenses consisted of rents paid

for the use of land or structures; delay

rentals for oil and gas companies; and

rents paid for leased roads, rolling stock,

and work equipment for railroad com-

panies. Identifiable amounts of taxes and

other expenses paid by lessees in connec-

tion with rent paid were included in their

respective deduction headings.

Rents

These were the gross amounts received

for the use or occupancy of property.

Expenses related to rental property such as

depreciation, repairs, interest, and taxes

were not deducted directly from the rental

income but were reported as business de-

ductions from total receipts. The rental

income of manufacturing, public utility and
service corporations which frequently

leased rather than sold their products, was
included in business receipts rather than

as rents.

Repairs

Repairs reported as an ordinary and

necessary business expense were the costs

of maintenance and incidental repairs and

could include the cost of labor, supplies,

and other items which did not add to the

value or appreciably prolong the life of the

property. Expenditures for new buildings,

machinery or equipment, or for permanent

improvements which increased the cost or

basis of the property were not deductible

currently and were charged to capital ex-

penditures, which were generally depreci-

able.

For taxpayers using the Class Life Asset

Depreciation Range (CLADR) system, an

alternative method of computing the de-

duction for repairs was available when
ambiguity existed as to vyhether expendi-

tures for repairs, maintenance, rehabilita-

tion, or improvement of depreciable prop-

erty could be deducted in the year paid or

incurred, or had to be capitalized and de-

preciated over the useful life of the prop-

erty. Under the rules prescribed, all quali-

fying expenditures within a given asset

guideline class were treated as currently

deductible repairs provided they did not

exceed the "repair allowance." The repair

allowance for an asset class was based on

the percentage prescribed for that class

applied to the "average" cost or unad-

justed basis of "repair allowance property"

in that class. Amount in excess of the

percentage had to be capitalized.

Retained earnings, appropriated

Earnings set aside for specific purposes

and not available for distribution to stock-

holders were included under this heading.

Included were guaranty funds and reserves

such as those for plant expansion, bond

retirements, and contingencies for extra-

ordinary losses. Specifically excluded were

the reserves for bad debts, depreciation,

depletion, and amortization, which were

shown separately; and, reserves for taxes,

and unrealized profits or unearned income,

which were included in "other liabilities."

Retained earnings, unappropriated

Retained earnings, unappropriated con-

sisted of the retained earnings and profits

of the corporation less any reserves. The

statistics shown are net figures after de-

duction of any negative amounts.

For Domestic international Sales Corpo-

rations (DISCs), this item included amounts

of earnings and profits accumulated in a

year before the corporation's election to

become a DISC, previously taxed DISC

income, and accumulated DISC income.

Similarly, for electing Small Business

Corporations, this item included earnings

from before the corporation's election as

well as earnings since the election. How-
ever, earnings since the election were in-

cluded only to the extent that they had not

yet been taxed to the stockholders.

Returns with) net income

Returns with net income were those

showing gross taxable receipts exceeding

the ordinary and necessary business de-

ductions allowed by the Code.

Returns without net income

Returns without net income were those

(or which ordinary and necessary business

deductions exceeded gross taxable re-

ceipts. In addition to deficit returns, this

classification also included returns where

gross taxable receipts and business deduc-

tions were equal. (See "Net income (or

deficit)" in this section.)

Royalties

Royalties were payments received, gen-

erally on an agreed percentage basis, for
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the use of property. Included were amounts

received from sucfi properties as copy-

rights, patents, and trademarks; and from

natural resources such as timber, mineral

mines, and oil wells. The amount reported

was the gross amount. Expenses relating

to royalties, depletion or taxes, for exam-

ple, were not deducted directly from the

income, but were reported among the

various business deductions from total

gross income.

Excluded were certain royalties received

under a lease agreement on timber, coal

deposits, and domestic iron ore deposits,

which were allowed special tax treatment.

Under elective provisions of Code section

631, the net gain or loss on such royalties

was included in the computation of net

gain or loss on sales or exchanges of

certain business property under section

1231. If the overall result of this computa-

tion was a net gain, it was eligible for

treatment as a long-term capital gain, tax-

able at the capital gains rates. If the over-

all result was a net loss, it was fully deduc-

tible in the current year as an ordinary

noncapital loss.

Size of business receipts

Size of business receipts was based on

the gross amounts from sales and opera-

tions for industries except those in the

Finance, insurance, and real estate division.

For the finance industries, total receipts,

which is the sum of business receipts and

investment income, was used as the basis

for classification.

Size of total assets

Size of total assets was based on the

amount reported in the end-of-year balance

sheet. Returns with zero assets were used

as a classification for returns of (1) liqui-

dating or dissolving corporations which
had disposed of all assets and whose in-

come tax returns were final returns, (2)

merging corporations whose assets and
liabilities were included in the returns of

the acquiring corporations, and (3) foreign

corporations with income effectively con-

nected with the conduct of trade or busi-

ness within the United States (except for-

eign insurance companies providing bal-

ance sheet information for United States

branches). (See also, "Total assets and
total liabilities.")

Small Business Corporation returns

Form 1120S, U.S. Small Business Corpo-
ration Income Tax Return, was filed by
corporations electing to be taxed through

stockholders under section 1372 of the

Code.

To qualify as a Small Business Corpora-

tion, a firm had to be a domestic corpora-

tion, with no more than ten stockholders,

each of which was an individual (or an es-

•9te) and no one of which was a nonresi-

dent alien. The corporation could have only

one class of stock and could not be a

member of an affiliated group eligible to file

a consolidated return. It could not receive

more than 80 percent of its gross receipts

from sources outside the United States. It

also could not receive more than 20 per-

cent of its gross receipts from passive in-

vestments (interest, rents, royalties, annui-

ties, and gains from sale or exchange of

stock and securities), except if during the

first 2 years of business the passive invest-

ment income for the year was less than

$3,000.

Net income of Small Business Corpora-

tions was computed in the same manner
as for most corporations. The net oper-

ating loss deduction and other statutory

special deductions allowed most corpora-

tions, such as for dividends received, could

not be taken. The electing corporation was
generally not taxed. However, corporations

in existence for 4 years or more that were

electing Small Business Corporations (un-

der section 1372) for less than 3 years

could be subject to a special capital gains

tax on net long-term capital gain (reduced

by net short-term capital loss) if (1) the

net long-term capital gain exceeded net

short-term capital loss by more than $25,-

000, and was more than 50 percent of net

income, and (2) net income exceeded $25,-

000. Foreign tax credit, investment credit

and work incentive (WIN) Credit were not

available to the corporation to reduce this

tax (although the investment credit prop-

erty was allocated to stockholders for their

use in computing the credit). Section 1378

of the Code provided that the amount of

the tax was the lower of the amounts re-

sulting from the alternative tax rate applied

to the excess of net long-term capital gain

reduced by net short-term capital loss over

$25,000, or the normal and surtax rates

applied to income subject to tax.

Generally, the income of the Small Busi-

ness Corporation was taxable to its stock-

holders as ordinary income. But net long-

term capital gains (reduced by any tax

paid on them by the corporation) retained

their character in the hands of the stock-

holders. Also stockholders were allowed

to deduct their share of the corporations'

deficit from other forms of individual (or

fiduciary) income as part of their net oper-

ating loss deduction. Undistributed income
earned in previous years was taxable to

stockholders in the year it was earned, and
could be distributed during the current year

without any further tax.

Statutory exclusion

See "Additional tax for tax preferences."

Statutory special deductions

Statutory special deductions is the term

used for the statistics to describe the four

deductions for (1) net operating losses of

prior years, (2) intercorporate dividends

received, (3) dividends paid on certain pre-

ferred stock of public utilities, and (4)

Western Hemisphere Trade Corporations.

Since these deductions were allowed by

law, in addition to ordinary and necessary

business deductions, they are shown as

deductions from net income.

In general, net income less the statutory

special deductions equaled income subject

to tax. However, the two dividend deduc-

tions were not restricted to returns with net

income, nor, in general, to the amount of

net income, and thus became part of the

statutory loss for some corporations. Sta-

tutory special deductions were not allowed

to Small Business Corporations for which

an election was made to be taxed through

stockholders, nor to regulated investment

companies and real estate investment

trusts.

Although Domestic International Sales

Corporations (DISCs) were not taxable, in

order to compute "tax deferred income and

income taxable to stockholders," the sta-

tutory special deductions; i.e., net oper-

ating loss deduction and dividends re-

ceived deduction, discussed below were

allowed.

Definitions for the four statutory special

deductions shown in the statistics are as

follows:

(1) Net operating loss deduction.—The

total net operating loss deduction was

based on statutory losses of prior or sub-

sequent years which could be used to re-

duce taxable income for a specified num-

ber of years. The amount shown in this

report, however, consists only of losses

from prior years actually used to reduce

taxable income for 1972. Losses incurred

after 1972 and carried back to that year at

a later date could not be reported on the

returns used for this report. In general,

losses were carried back over a 3-year

period and any amount not offset against

income during that time could then be

carried forward against income for a pe-

riod not exceeding 5 years. Longer carry-

over periods were allowed for certain for-

eign expropriation losses, and for corpora-

tions applying for tax assistance under the

Trade Expansion Act of 1962, for regu-

lated transportation corporations, and for

new life insurance companies.

Net operating losses upon which the

current-year deduction was based included

(a) the excess of ordinary and necessary

business expenses over income in the loss

year, and (b) statutory deductions claimed

in the loss year for dividends received and

for dividends paid on certain preferred

stock of public utilities (or any excess of

such deductions over net income).

The net operating loss deducted for the

current year was limited to net income re-

duced first by the deductions for dividends

received and for dividends paid on certain

preferred stock of public utilities. Net

operating losses incurred by Domestic In-
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ternational Sales Corporations (DISCs)

were deductible from net income only if

the DISC had been a corporation prior to

its election to become a DISC and only for

losses incurred prior to the election.

(2) Dividends received deduction.—
The dividends received deduction, under

Code sections 243-246, presented in this

report was the sum of the following com-

ponents:

(a) a deduction equal to 85 percent

of dividends received from domestic cor-

porations which were themselves subject

to the income tax. This particular deduction

accounted for the major portion of the divi-

dends received deduction. Since Domes-
tic International Sales Corporations (DISCs)

were not subject to tax, the dividends re-

ceived deduction was not allowed for divi-

dends received from them by their corporate

stockholder. However, if the dividends

were paid out of earnings and profits from

a year before the election was made to

become a DISC, the corporation stock-

holder was entitled to the deduction for

such dividends.

(b) a deduction equal to 85 percent

of certain dividends received from foreign

corporations (1) which had been engaged

in a trade or business within the United

States for at least 3 years, and (2) which

also had at least 50 percent of their gross

income effectively connected with the U.S.

trade or business.

(c) a transitional deduction equal to

92.5 percent, for a tax year that included

December 31, 1972, in it (and, to a lesser

extent for purposes of this report, 90 per-

cent for a tax year that included December

31, 1971) of certain intragroup dividends

received allowed members of controlled

groups claiming multiple surtax exemptions

under Code section 1562. Beginning with

the tax year which included a December
31, 1970. the former rate of 85 percent was
gradually increased by 2.5 percent incre-

ments per year for certain controlled

groups so that for tax years beginning

after December 31, 1974, the deduction

would be the same 100 percent deduction

described below under (d). This increase

corresponded to the gradual elimination

of multiple surtax exemptions over the

same period. A brief discussion of the

repeal of section 1562 is included under
"Members of controlled groups" in this

section.

(d) a deduction equal to 100 percent

of certain intragroup dividends allowed

members of controlled groups not electing

to file consolidated returns, but sharing

instead, a single surtax exemption under
Code section 1561. (This part of the divi-

dends received deduction is shown sep-

arately in table 12.)

(e) a deduction equal to 100 percent
of dividends received from wholly-owned
foreign subsidiaries whose entire gross in-

come was effectively connected with the

conduct of a trade or business within the

United States.

(f) a deduction equal to 60.2 percent

of dividends received on certain preferred

stock of public utilities for which a divi-

dends paid deduction, described below,

was also allowed the disiributing corpora-

tion. The applicable percentage was based

on the income tax rate.

(g) A deduction equal to 100 percent

of dividends received by Small Business

Investment Companies.

For returns with net income for the tax-

able year, there was a limitation on the

deduction, based on net income, for divi-

dends received not subject to the 100

percent deduction (Code section 246). For

these returns the deduction could not ex-

ceed 85 percent of net income less any

Western Hemisphere Trade Corporation de-

duction (described below) and less any

100 percent deduction for domestic intra-

group dividends. This limitation was not

applicable if the corporation had no net

income for the year. In this case, the de-

duction became part of the statutory net

operating loss previously described.

(3) Deduction for dividends paid on

certain preferred stocl< of public utilities.—
For public utility companies, as defined by

law, a special deduction was allowable un-

der Code section 247 for dividends paid

on certain preferred cumulative stock

deemed issued prior to October 1, 1942.

This deduction, based on the income tax

rate, amounted to 29.2 percent of the divi-

dends paid on such stock.

If the dividends paid were greater than

net income reduced (in general) by all

other statutory special deductions for the

year, the deduction could not exceed the

above-described percentage of net income

after this adjustment.

(4) Western Hemisphere Trade Corpo-

ration deduction.—This deduction was al-

lowed certain domestic companies which

qualified under section 921 of the Code.

These companies conducted almost all

of their business cutside the United States

but within the Western Hemisphere.

This special deduction was computed at

the same percentage rate as described for

the deduction for dividends paid on certain

preferred stock of public utilities.

Tax deferred income and income
taxable to stockholders

This amount resulted from the special

tax deferral treatment afforded Domestic

International Sales Corporations (DISCs).

Such corporations were not taxable; taxes

were assessed, instead, on their stockhold-

ers which in most instances were parent

corporations. The amount shown in table

E represents the DISCs net income minus

the net operating loss deduction and divi-

dend received deduction. According to the

special tax provisions for DISCs, only one-

half of the amount was, taxable to their

parent corporation in the year earned, and
the remaining half could be deferred indefi-

nitely (see also Changes In Law in section

1).

Tax due at time of filing

Tax due was the amount of income tax

liability reported as due at the time the

return was filed. To show a tax due the

return had to have income tax after foreign

tax, investment and work incentive

(WIN) credits. For this purpose, the income
tax included tax from recomputing prior

year investment credit, additional tax for tax

preferences, and tax on undistributed Per-

sonal Holding Company income. Tax due
then, was the amount payable after taking

into account (a) credit from regulated in-

vestment companies; (b) payments with ap-

plications for extension of time in which to

file; (c) payments on estimated tax; and

(d) credit for U.S. taxes paid on special

fuels, nonhighway gasoline and lubricating

oil.

The entire tax due could be paid with

the return at the time of filing; or the cor-

poration could elect to pay the tax due in

two equal installments. One installment had

to be paid at the prescribed time of filing.

The balance was due on or before 3 months

after that date.

The amounts shown do not reflect ad-

justments made after the return was filed.

The results of tax audit, carryback of net

operating losses, carryback of foreign taxes

paid or accrued in future years, the carry-

back of unused investment credit, or the

carryback of certain capital losses, may
affect the final tax liability and the tax due.

Tax from recomputing prior year
investment credit

This tax resulted when depreciable prop-

erty for which investment credit was previ-

ously claimed was disposed of prior to its

intended useful life when the credit was
originally computed. The tax was payable

for the year in which the property was dis-

posed of and amounted to the difference

between the credit originally claimed based

on the intended life and the credit that

would have been allowed based on the

shorter, actual, life.

Useful life classes for investment credit

purposes were shortened for property ac-

quired after August 15, 1971, (see "Invest-

ment qualified for credit"). For property

disposed of after this date, the investment

credit "recapture" was based on the re-

vised useful life classes even if the property

was acquired (and credit claimed) using the

useful life classes specified under prior law.

Recapture of investment credit was also

required after August 15, 1971, when in-

vestment credit property was disposed of

by reason of casualty or theft, or if 5-year

rapid amortization in lieu of depreciation

was subsequently elected for the property

for which credit had been claimed earlier.
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Unless otherwise indicated, tax from re-

computing prior year investment credit is

included in statistics for "income tax" in

this report.

Tax overpayment

This was the amount reported as the

excess of payments and credits over total

income tax liability at the time the return

was filed. For this purpose, the income tax

liability included tax from recomputing prior

year investment credit, additional tax for

tax preferences, and tax on undistributed

Personal Holding Company income and
was after reduction by the foreign tax, in-

vestment, and work incentive (WIN) credits.

Overpayment then, was the excess of pay-

ments and credits over total tax liability

after taking into account (a) credit from
regulated investment companies; (b) pay-

ments with applications for extension of

time in which to file; (c) payments on esti-

mated tax; and (d) credit for U.S. taxes

paid on special fuels, nonhighway gasoline

and lubricating oil.

The overpayment could be credited to-

ward the following year's estimated tax,

refunded, or partially refunded and partially

credited. Some taxpayers, however, failed

to indicate the way in which the overpay-
ment was to be treated.

The amounts shown do not reflect ad-

justments made after the return was filed.

The results of audit, the carryback of net

operating losses incurred in future years,

the carryback of certain foreign taxes paid

or accrued in future years used to increase

the current-year foreign tax credit, the

carryback of unused investment credit, or

the carryback of certain capital losses, may
affect the final tax liability and the tax over-

payment.

Since the Domestic International Sales

Corporations (DISCs) had no tax, tax over-

payment reported on Form 1120-DISC con-
sisted solely of the refund of U. S. excise
tax on special fuel, nonhighway gasoline

and lubricating oil.

Taxes paid

Taxes paid included the amounts report-

ed as an ordinary and necessary business
deduction as well as identifiable amounts
reported as part of the cost of sales and
operations. Included among the deductible
taxes were ordinary State and local taxes

paid during the year; social security and
payroll taxes; unemployment insurance
taxes; import and tariff duties; and busi-

ness, license and privilege taxes. Income
and profits taxes paid to foreign countries

or United States possessions were also de-
ductible unless claimed as a credit against

income tax. 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 corporations included sales taxes

and excise and related taxes, which were
part of the sales price of their products, as

receipts. When this occurred, an equal and
offsetting amount was usually included in

the cost of sales and operations or as part

of the separate deduction for taxes paid.

When included in the cost of sales and op-

erations, these taxes often were not iden-

tifiable and therefore could not be in-

cluded in the statistics for taxes paid.

Tax oreference items

These items constituted the basis (after

adiustments described under "Additional

tax for tax preferences") upon which the

10 percent additional tax for tax prefer-

ences (or "minimum tax') was levied. The
items which comprised various kinds of

tax-favored income and deductions, in

effect, provided corporations with nontax-

able "economic" income. In general, the

tax preference items were attributable to

U. S. sources. However, the capital gain

preference (described below) included

amounts from foreign sources if they were
not subject to foreign taxation, or if the

foreign tax was a preferential one. Other

items attributable to foreign sources were
treated as preferences only to the extent

they reduced U. S. taxable income.

Items included as tax preferences were:

(1) Excess investment interest. This

was the excess of investment interest over

net investment income, not related to trade

or business. "Investment income" consisted

of gross income from interest, dividends

(except from foreign subsidiaries), rents,

royalties, net short-term capital gains from

property held for investment purposes, and
ordinary gains on sales of depreciable

property held for investment purposes or

for rent. Interest with respect to property

which was subject to a "net lease" entered

into after October 9, 1969, was also in-

cluded. "Investment expenses" for pur-

poses of determining net investment in-

come included State and local property

taxes, bad debts, depreciation under the

straight-line method (even if an accelerated

method had actually been used), the div-

idends received deductions, amortizable

bond premium, cost depletion (even if the

larger percentage depletion had been
claimed) and, certain other deductions, if

they were directly connected with the pro-

duction of investment income.

For corporations, this item was applica-

ble only for Personal Holding Companies
and Small Business Corporations electing

to be taxed through their stockholders.

(2) Accelerated depreciation on (a)

low-income rental housing; (b) other real

property (defined in Code section 1250);

(c) personal property (defined by section

1245) subject to a net lease. This was the

depreciation in excess of the amount com-
puted under the straight-line method. The

tax preference, in connection with per-

sonal property subject to a net lease, ap-

plied only to Personal Holding Companies
and Small Business Corporations electing

to be taxed through their stockholders.

(3) Amortization of (a) certified pollu-

tion control facilities; (b) railroad rolling

stock; (c) on-the-job training facilities; and
(d) child care facilities. The tax preference

was the excess of these special rapid write-

offs over what otherwise would have been
a depreciation deduction under section 167.

(4) Reserves for losses on bad debts

of financial institutions. Financial institu-

tions (mostly banks and savings and loan

associations) were allowed deductions for

additions to a reserve for bad debts under
prescribed rules. When these deductions

exceeded amounts based on the actual bad
debt loss experience of the institution (or

in the case of a new company, industry ex-

perience) the excess was considered a tax

preference. (The appearance of this pref-

erence for other than finance division cor-

porations was caused chiefly by the filing

of consolidated returns that included fi-

nance subsidiaries.)

(5) Depletion. The excess of depletion

over the adjusted basis of the property (re-

duced by depletion taken in prior years)

was a tax preference. Thus, when the cor-

poration had written off its investment, it

realized a tax preference.

(6) Capital gains. This tax preference

was based on the excess of net long-term

capital gain over the net short-term capital

loss, when these net gains were taxed at

the special lower capital gain rate. The
amount treated as a preference was this

amount multiplied by a ratio of the regular

tax rate of 48 percent less the rate applica-

ble to capital gains (generally 30 percent

for 1972) to the regular corporate rate of

48 percent.

This was the only tax preference for

which Small Business Corporations elect-

ing to be taxed through their stockholders

(Form 11 203) may have been liable (see the

discussion under "Small Business Corpo-

ration returns" in this section). Tax prefer-

ences were generally passed on to the

stockholders for taxation. Regulated invest-

ment companies and real estate investment

trusts included capital gains as a tax pref-

erence but only to the extent that such
gains were not passed on to their stock-

holders.

Tentative investment credit

Tentative investment credit represented

the earned credit before taking into ac-

count the statutory limitations based on the

size of income tax. For most corporations,

the tentative credit was equal to 7 percent

of investment qualified for credit, an amount
based on the cost of certain depreciable

purchases and designed to give weight to

longer-lived assets. (See "Investment quali-
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fied for credit.") An exception was made
for investment in certain public utility prop-

erty. The law specified that for such prop-

erty the otherwise qualified investment

should be reduced to four-sevenths of the

total amount. As a matter of practical com-

putation, however, the full qualified invest-

ment was usually reported, and a 4 percent

rate substituted for the 7 percent rate in

order to obtain the legal tentative credit.

See the facsimile of Form 3468 in section 6.

Tentative work incentive credit

See discussion under Changes in Law in

Section 1.

Total assets and total liabilities

Total assets and total liabilities were

those reported in the end-of-year balance

sheet in the corporations' books of account.

Total assets were net after reduction by

accumulated depreciation, amortization,

and depletion, and by the reserve for bad

debts. When these reserves were reported

as liabilities, they were treated as reduc-

tions from the asset accounts to which they

related and the totals of assets and liabili-

ties were adjusted accordingly.

Asset and liability estimates for returns

of corporations other than Domestic Inter-

national Sales Corporations (DISCs) that

failed to provide complete balance sheet

information were obtained from other

schedules on the return form and from

relationships between income statement

and balance sheet items on similar returns

in the same industrial group. No attempt

was made to obtain similar estimates in

the case of DISCs.

Because Forms 1120L and 1120M used

by life and certain mutual insurance com-

panies did not provide for the complete

reporting of balance sheet information,

asset and liability data for these companies

were obtained from balance sheets filed

with the returns (or from reference books)

in the form required by State law. These

sources were also used for any other in-

surance companies, not filing returns on

Forms 1120L or 1120M, which filed balance

sheets in the form required by State law

in lieu of the income tax return schedule.

Total deductions

As derived for the statistics, total de-

ductions comprised (1) the ordinary and

necessary business deductions from gross

income, (2) the cost of sales and opera-

tions, and (3) net loss from sales of non-

capital assets. Components of total deduc-

tions are shown in the income statement

segment of tables 2, 3, 4, and 5.

For certain mutual insurance companies,

with total receipts under $500,000, total

deductions represented only investment ex-

penses: business expenses were excluded

by law.

Total liabilities

See "Total assets and total liabilities."

Total receipts

The components of total receipts are

shown in the income statement segment of

tables 2, 3. 4, and 5. This computed amount
was derived for the statistics as follows:

Included items—(1) Gross taxable re-

ceipts (before deduction of cost of sales

and operations and net losses from sales

of noncapital assets); (2) Nontaxable inter-

est received from State and local Govern-

ment obligations.

Excluded items—(1) Other nontaxable

income recognized by the corporation; (2)

Certain taxable income from related foreign

corporations only constructively received.

For certain mutual insurance companies,

with total receipts under $500,000, the

gross taxable receipts included in the sta-

tistics represented only the receipts from

investments; operating income was ex-

cluded by law.

Total receipts less total deductions

This item differed from net income for tax

purposes in that it included nontaxable

interest received from State and local

Government obligations and excluded cer-

tain income from related foreign corpora-

tions only constructively received.

Unused investment credit

This was the portion of the tentative In-

vestment credit (plus the carryover of un-

used credit from prior years) which was
in excess of the actual investment credit

claimed for 1972. Subject to limitations, the

unused credit could be carried back or

carried over for use in other years as de-

scribed under "Investment credit carry-

over."
The amounts shown in the statistics were

computed on a return by return basis by

taking the difference between the credit

claimed and the sum of the tentative credit

and the credit carryover.

Western Hemisphere Trade
Corporation deduction

See "Statutory special deductions."

Work incentive credit

See discussion under Changes in Law
in section 1.

Zero assets

Included in this "asset size" category

were:

(1) final returns of liquidating or dis-

solving corporations which had disposed of

all assets,

(2) final returns of merging corpora-

tions whose assets and liabilities were re-

ported in the returns of the acquiring cor-

porations,

(3) returns of foreign corporations with

income "effectively connected" with the

conduct of a trade or business in the United

States. (However, foreign insurance com-

pany returns with balance sheet informa-

tion for U. S. branches were classified by

the size of their U.S. branch assets,) and

(4) returns of Domestic International

Sales Corporations (DISCs) that did not

provide balance sheet information.





Section 4 Description of

the Sample
and Limitations

of the Data

Sample Criteria and Selection

of Returns

The data presented in this report are

estimates based on stratified probability

samples of corporation income tax returns

selected before audit. The corporation pop-

ulation from which the samples were drawn

contained the following types of returns:

(1) Form 1120—U.S. Corporation In-

come Tax Return

(2) Form 1120L—U.S. Life Insurance

Company Income Tax Return

(3) Form 1120M—U.S. Mutual Insur-

ance Company Income Tax Return

(4) Form 1120S—U.S. Small Business

Corporation Income Tax Return

(5) Form 1120-F—U.S. Income Tax Re-

turn of Foreign Corporation

(6) Form 1120-DISC—Domestic Inter-

national Sales Corporation Return

The data are generally based on returns

showing accounting periods ending July

1972-June 1973.

Delinquent returns for prior years, proc-

essed for revenue purposes during the

same time period as returns with the ac-

counting periods covered by this report,

were included in the sample to compen-
sate for current year returns filed late, after

the cutoff date for sample receipts.

Sample rates ranged from 1 to 100 per-

cent depending on the type of return, size

of total assets, and size of net income (or

deficit). Returns not included in the corpo-

rate population were, for the most part,

those in the Form 990 series filed by non-

profit, and therefore, tax-exempt corpora-

tions.

The selection of the returns in the sam-

ples was based on the classifications shown

in table F. Table G shows the number of

returns filed, the number in the sample

and the sampling rate for each of the sam-

pling classes described in table F. Nearly

all returns were selected for the samples

by computer on the basis of a systematic

design of randomly designated digits of the

Employer Identification Number. These

numbers were used in the Internal Revenue

Service Business Master File system for

revenue processing.

Returns were sampled when they were

received without regard to their accounting

periods. Separation of the returns into the

appropriate income year based on account-

ing periods was accomplished durina sta-

Table P.— Corporation Return Sample Selection Classes. 1972
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tistical processing. Sampling rates were

generally set for the calendar year in which

returns were received without regard to

the accounting period. Therefore, if the

rate was changed from one calendar year

to the next for a particular sample class,

that class would have more than one sam-

pling rate. Table G shows prescribed and

achieved sample rates for each sample

class. For presentation purposes, only av-

erage rates are shown for those classes

where the prescribed rates varied by cal-

endar year.

Method of Estimation

The totals for the numbers of returns

filed are the result of computer tabulation

of all the returns processed in each of the

ten Internal Revenue Service Centers and

in the Office of International Operations in

Washington, D.C. To make sure the sample

plan was working, a comparison was made
between the expected and realized number
of sample returns in each of the Service

Centers and in the Office of International

Operations.

Sample data were weighted to the sam-

ple class totals by multiplying them by the

quotient (or weighting factor):

Number of returns filed per sample class

Number of sample returns per sample class

For example, the data in table G give a

weighting factor for Sample Class 4 of 15.13

(164.408 -^ 10,867). This was not the actual

weight used but averaged over the calendar
years if the rates changed.

Column (1) of table G shows the number
of returns which were subject to sampling.

A comparison of the total number of returns

(1.812,760) in column 1 of table 1 with the

total number of returns filed (1,888,245) in

column 1 of table G shows a difference of

75,485. This difference occurred for the

following reasons: About 74,000 returns

with neither income nor deductions were
classified as returns of inactive corpora-

tions. (Although inactive corporations are

excluded from most tables they are shown
separately in tables B and 29.) The remain-

ing 1,500 were chiefly amended returns not

associated with the original return (the

original return was already subject to sam-
pling) or tentative returns not associated

with a revised return (the revised return

was subject to sampling). Other returns

were excluded for conceptual reasons. Ex-

amples were returns of:

(1) foreign corporations whose income
was not effectively connected with a U.S.

trade or business,

(2) mutual insurance companies ex-

empt from tax,

(3) certain foreign corporations exempt
from U.S. tax under reciprocal treaty ar-

rangements, and

(4) domestic corporations operating in

U.S. possessions and thereby exempt from

tax.

A small difference was attributable to the

fact, that in order to simplify processing,

frequencies in the tables were basea on
weighting factors rounded only to two deci-

mal places. In addition, in the 100 percent
sample classes, returns of large corpora-
tions received after weighting factors were
computed, as well as estimates for returns

of ceitain large corporations which were
not available in time for statistical process-
ing, were added to the sample counts, in

effect increasing the statistical population.

Sampling Variability

The coefficient of variation is the sam-
pling variability (standard deviation) of the
estimate expressed as a percent of the esti-

mated value. The sampling variability, when
added to and subtracted from the value,

provides (for normally distributed esti-

mates) the computed upper and lower lim-

its within which approximately two out of

three estimates derived from similarly se-
lected samples would be expected to fall.

Coefficients of variation of selected esti-

mates are shown in tables 2 and 3.

Table H provides coefficients of variation

for determining conservative estimates of

the variability based upon an "upper limit"

formula for frequency estimates in general.

The coefficients of variation estimates are

classified by size of total assets. However,
column (8) gives coefficients of variation for

other classifications.

The coefficients of variation in table H
may be used as a rough estimate of the

Table H.—Coefficient of Variation of Estimated Number of Returns, 1972
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coefficient of variation that applies to asso-

ciated amounts. Because of the predomi-
nant effect of large corporations on the

statistics, the coefficient of variation of an
associated amount can be larger if there

is a negligible number of large corpora-

tions included in a table cell and if the

dollar amount of the item measured in the

cell varies considerably from return to

return.

Numbers of returns (frequencies) and
money amounts considered to exceed ac-

ceptable sampling variability limits were
treated in either one of tvi/o ways. They
were either (1) combined with other groups
of returns so that the combined coefficient

of variation was within acceptable limits, or

(2) deleted and noted by an asterisk in the

body of the table but included in the ap-

propriate totals.

A dash in place of a frequency or amount
indicates that: (1) if returns were sampled
at a rate of 100 percent, no returns had
the particular characteristic; or (2) if re-

turns were sampled at a rate less than 100

percent, either no returns in the population

had the characteristic or the characteristic

was so rare that it did not appear on any

sample returns.

Sample Management and
Processing Controls

Sample and population counts of corpo-

ration returns were made by computer and

were normally free from error. Sample
counts were verified during statistical proc-

essing to minimize loss of data. Because of

their impact on the statistics, inclusion of

returns of the largest corporations was
verified by controlling these companies on

a name basis.

In transcribing and tabulating the infor-

mation from the returns in the sample,

additional checks were imposed to improve

the quality of the resulting estimates. In-

correct or missing entries were corrected

during statistical editing to make them con-

sistent with other entries on the return or

accompanying schedules.

Quality of the basic data abstracted at

the processing centers was controlled there

by means of a continuous subsampling ver-

ification system. In addition, the Statistics

Division in the National Office conducted

an independent reprocessing of a small

subsample of the returns statistically proc-

essed in the field as a further check on the

processing. Prior to tabulating, numerous
computer tests were applied to each return

record to assure that proper balance and

relationship between return items were

maintained.

Finally, prior to publication, all statistics

and tables were reviewed for accuracy and

reasonableness, in light of provisions of

tax laws, taxpayer reporting variations and

limitations, economic conditions, compara-

bility with other statistical series, and sta-

tistical techniques used in data processing.

However, the controls maintained over

the selection of the sample returns, the

processing of the source data, and the

review of the statistics did not completely

eliminate the possibility of error. Also, prac-

tical operating considerations necessitated

allowance of reasonable tolerance in the

statistical processing of the data. Data

were edited from the tax return in thou-

sands of dollars to facilitate statistical

processing. While it is felt that this did not

affect the overall quality of the data, for

certain data this resulted in some irregular

relationships.
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statistics on corporation income and tax

first became available when an excise tax,

based on corporation income, was imposed

by the Tariff Act of 1909. A so-called direct

tax on income was imposed in 1913 follow-

ing adoption of the Sixteenth Amendment

to the Constitution. Three years later the

Revenue Act of 1916 directed that statistics

concerning the operation of the income tax

laws be published annually.

From 1909-1915, some corporation sta-

tistics were published in the Annual Report

of the Commissioner of Internal Revenue.

The first volume of Statistics of Income was

published for 1916. The fiftieth anniversary

report. Statistics of Income, 1965, presented

historical background and summary statis-

tics for 1916-1965.

The historical information in tables 29-33

was selected from tables published In the

Statistics of Income for 1963-1972 and in-

cludes balance sheet and income statement

information for the 10-year period.

The following notes explain changes in

the definition of terms over the 10-year

period covered by the historical tables.

The explanations cover items that are either

unique to the historical tables or for which

comparability was affected substantially

enough to require additional information.

Changes in comparability resulted from

changes in law, in the format and types of

tax returns, and in statistical treatment.

When making detailed comparisons of his-

torical statistics, the text of the annual

Statistics of Income reports should be re-

ferred to for descriptions of changes in law

that are pertinent to the statistics. In gen-

eral though, the statistics shown in the his-

torical tables are comparable from year to

year.

Historical statistics by industry in greater

detail than those shown throughout the

published Statistics of Income reports are

presented in the unpublished Corporation

Source Book of Statistics of Income.

For 1972, the Source Book contains

all balance sheet and income statement

Items shown in table 2, cross-classified by

size of total assets for the industries listed

in table 1. In using data for these industries,

it should be noted that the limitations de-

scribed in the Explanation of Terms under

"Industrial divisions and groups" are in-

creasingly important for the more detailed

industry groupings. Information about the

specific content and cost of Source Book

data for 1972 or prior years may be ob-

tained by writing the Director, Statistics

Division, Internal Revenue Service, Wash-

ington, D.C. 20224.

Historical Comparability

of Terms

Accounts payable

Beginning with 1963, any deposits and

withdrawable shares (a separate balance

sheet item in prior years) identified in ac-

counts payable for banks and savings in-

stitutions, were included in "other current

liabilities." Also, beginning with 1966, if

accounts payable for banks and savings

institutions was the largest liability account

on the tax return balance sheet, it was

transferred to "other current liabilities"

on the assumption that it was mainly com-

prised of deposits and withdrawable shares.

Amortization

This item includes increasingly small

amounts attributable to the rapid writeoff

of defense emergency facilities certified by

the Federal Government before 1960, nearly

all of which were fully amortized by 1981.

Beginning with 1969, amortization of certi-

fied pollution control facilities, certain rail-

road rolling stock, and coal mining safety

equipment, all eligible for rapid writeoffs,

were included. Railroad grading and tunnel

bores were added for 1970. For 1971. on-

the-job training and child care facilities

were added.

Bad debts

Bad debts deducted were affected by the

more restrictive provisions applicable to

mutual savings banks and savings and loan

associations beginning with 1963. Beginning

with 1970. bad debt deductions were fur-

ther affected by the gradually increasing

restrictions placed on these same financial

institutions to be fully effective by 1988.

Business receipts

Business receipts Included underwriting

income of most mutual fire and casualty in-

surance companies beginning with 1963.

These amounts were previously not re-

ported for tax purposes.

Cost of property used for

investment credit

The cost or basis of property used for

investment credit was limited to $20,000

(with certain exceptions) if the property was

constructed during the suspension period

of the credit (October 10, 1966 through

March 9, 1967). This limitation affected the

statistics beginning in 1966 and continued

to have an effect depending on when the

credit for this "suspension period property"

was taken (generally at the time the prop-

erty was completed or placed in service).

Statistics for 1969 and 1970 were affected

by the repeal of the investment credit.

The restoration of the investment credit

by the Revenue Act of 1971 is reflected in

the statistics for 1971 and 1972. See "In-

vestment credit" in the Explanation of

Terms in section 3.
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Cost of sales and operations

Underwriting losses of mutual fire and

casualty insurance companies were in-

cluded beginning with 1963. Previously

these amounts were nondeductible inas-

much as the business income to which they

were related was nontaxable.

Depletion

Beginning in 1970. this item was affected

by the change in percentage depletion

rates for specified minerals under the Tax

Reform .Act of 1969.

Depreciation

Beginning with 1962, depreciation reflects

the liberalized standards set forth in Rev-

enue Procedure 62-21 which could be used

on an elective basis to establish the rea-

sonableness of the deduction claimed for

tax purposes and to determine the useful

lives of depreciable assets. Group lives

under the procedure were generally pre-

scribed according to the industrial activity

in which the assets were used, rather than

according to the previously administered

asset by asset approach. These standards

were further liberalized in 1965. In addition,

beginning with 1963 the statistics include

so-called amortization on station connec-

tions in the communications Industry and

amortization of capitalized film production

costs In the motion picture industry. Previ-

ously these items were reflected In "other

deductions." Restrictions imposed in 1966

on the use of accelerated depreciation

methods for certain real property not eligi-

ble for the Investment credit were termi-

nated in 1967.

Beginning in 1969, the estimates reflect

the more restrictive provisions of the Rev-

enue Act of 1969 governing the use of

accelerated depreciation in the public util-

ity industries and for real estate.

In 1969 and prior years, controlled groups

were permitted the additional first-year

allowance for each member corporation.

However, beginning in 1970, the multiple

use of this allowance was prohibited. Only

a single allowance was permitted for each

controlled group.

The use of the Class Life Asset Depre-

ciation Range System introduced by the

Revenue Act of 1971 Is reflected in the

1971 and 1972 statistics. In general, this

new system replaced Revenue Procedure

62-21 and was initially based on grouped

property lives set forth In the Procedures,

but with corporations that elected to use

the system allowed to Increase or decrease

these lives by 20 percent.

Dividends received deduction

These statistics were affected by the

controlled group provisions of the Revenue

Act of 1964. Beginning with 1964, the de-

duction included the elective 100 percent

deduction allowed for certain intragroup

dividends. These dividends were received

by controlled group members filing non-

consolidated returns and sharing a single

surtax exemption for the group under sec-

tion 1561; the dividends were thus treated

the same as if a consolidated return had

been filed. However, groups electing the

100 percent deduction were subject to

special limitations imposed by the law.

Previously such .dividends were eligible

for the 85 percent deduction allowed for

most intercorporate dividends.

Beginning with 1967, a 100 percent de-

duction for dividends received from certain

wholly owned foreign subsidiaries was in-

cluded. Beginning with 1970, the deduction

for Intragroup dividends for controlled

groups electing multiple surtax exemptions

under section 1562 was to gradually in-

crease each year, from 85 percent to 100

percent at a rate of 2.5 percent per year.

In general, the deduction for taxable years

that included December 1970 and Decem-

ber 1971 amounted to 87.5 and 90 percent

respectively of the intragroup dividends

received. For taxable years that Included

December 1972, the deduction was 92.5

percent.

Dividends received from domestic
corporations

Dividends received from domestic cor-

porations, prior to 1966, also included any

foreign dividends received by Small Busi-

ness Corporations electing to be taxed

through shareholders, because the return

form did not require that the two types of

dividends be separated. Beginning with the

1966 return form it was possible to Identify

separately foreign dividends and, therefore,

to exclude them from the statistics.

Dividends received from foreign

corporations

Dividends received from foreign corpora-

tions, beginning In 1963 were "grossed-up"

by the foreign taxes paid on the income

from which the dividends were paid. The

"gross-up" applied only to the dividends

paid by foreign companies incorporated In

"developed countries" and only if the U.S.

corporation claimed a foreign tax credit

for such taxes.

Beginning with 1965. identifiable amounts

of "gross-up" were excluded from foreign

dividends received and Included In "Con-

structive taxable income from related for-

eign corporations." A separate line for the

"gross-up" first appeared on the 1966

return form.

Certain "minimum distributions" of Con-

trolled Foreign Corporation profits, as well

as certain gains from the sale, exchange,

or redemption of Controlled Foreign Cor-

poration stock, were also included in the

statistics for 1963 and later years.

Dividends subject to the 100 percent de-

duction, received by U.S. corporations

from wholly owned foreign subsidiaries all

of whose gross Income was effectively con-

nected with the conduct of a U.S. trade or

business, were Included beginning with

1967.

Prior to 1966 any foreign dividends re-

ceived by Small Business Corporations

electing to be taxed through stockholders

were excluded because the return form

did not require them to be reported sep-

arately from domestic dividends; conse-

quently all such dividends were Included

in the statistics for domestic dividends

received. The return form was changed

beginning with 1966 so that It became

possible to Identify foreign dividends and

to Include them In the foreign dividend

statistics.

Employee benefit programs

With respect to mutual fire and casualty

insurance companies, employee benefit

plan contributions and all other business

expenses became deductible for tax pur-

poses for the first time for 1963. (Previous-

ly, only Investment expenses could be de-

ducted.)

Prior to 1971 this item was entitled

"Other employee benefit plans."

Estimated tax payments

Prior to 1964, estimated tax payments

were made In two equal installments dur-

ing the corporation's taxable year. These

Installments totaled 50 percent of the cur-

rent year's estimated tax less a $100,000

exemption (corporations with estimated in-

come tax liabilities of less than $100,000

did not have to make payments). The re-

maining 50 percent was paid In one or two

installments after the close of the corpora-

tion's taxable year.

Beginning in 1964, the amount of esti-

mated tax required to be paid during the

taxable year was gradually increased so

that by 1970, all of the estimated tax less

the $100,000 exclusion was payable during

the taxable year.

In 1966 the transition period was speeded

up so that by 1967 (Instead of 1970), all of

the estimated tax less the exemption was

payable during the taxable year. Then In

1968, a gradual elimination of the $100,000

exemption over a 10-year period was

begun.

Foreign tax credit

Foreign tax credit statistics shown In

the historical tables reflect different meth-

ods of computing the statutory limitation on

the amount allowable. For 1962, instead of

the required "per country" limitation, cor-

porations could elect an "overall" limita-

tion. Beginning with 1963, the "overall
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limitation was mandatory with respect to

the taxes paid on certain interest income.

Also beginning with 1963, new rules ap-

plied in computing foreign taxes deemed
paid on dividend income from foreign sub-

sidiaries operating in "developed coun-

tries." In addition, credit was allowed for

taxes paid on income only constructively

remitted from such subsidiaries.

The Foreign Investors Tax Act of 1966

added new Code section 906 entitling cer-

tain foreign corporations to the foreign tax

credit for taxes paid or accrued on income

"effectively connected" with a U. S. trade

or business.

Beginning in 1970, foreign tax credit for

taxes paid on foreign mineral income was

limited to the extent foreign taxes ex-

ceeded U. S. taxes on that income, but only

if the excess was due to the percentage

depletion allowance. Prior to 1970, this

excess of foreign tax over U. S. tax on

mineral income was available as a credit

against the U.S. tax otherwise payable on

foreign income from sources other than

the production of minerals.

Income subject to normal tax,

surtax, and alternative tax

This item was entitled Income subject

to tax in 1969 and prior years.

The tax base for mutual fire and casualty

insurance companies was revised to include

underwriting profits in 1963, and excluded

the gross income base used in prior years.

Income subject to tax statistics for the

years 1964, 1965, 1967, and 1968, were

affected by adjustments in the computation

of percentages used for certain statutory

special deductions made necessary by the

change in income tax rates for 1964 and

1965 and the surcharge for 1967 through

1970.

Beginning with 1966, income subject to

tax also included the special capital gain

tax base of certain Small Business Corpo-

rations electing to be taxed through share-

holders.

Income tax

income tax statistics, besides being

affected by changes in law applicable to

income and deduction items, were affected

by changes in tax rates and the income

tax components applicable to certain years.

Starting with 1963, the statistics for total

income tax included the tax from recom-

puting prior year investment credit. Also,

beginning with 1963, there was a change
in the method of taxing mutual fire and

casualty insurance companies. As a result,

these companies were effectively taxed at

the regular tax rates on all of their taxable

income including underwriting income: pre-

viously a special 1 percent tax on total

gross income was required whenever it

exceeded the regular tax on investment

income only.

Income tax statistics were affected by the

reduction in corporate income tax rates

applicable, in general, beginning In 1964.

Fundamental changes applicable to affili-

ated groups (beginning in 1964) reduced

the tax for corporations electing to file

consolidated returns and increased the tax

for members of controlled groups filing

separate returns and electing to be taxed

under Code sections 1561 and 1562. Be-

ginning with 1970 there was a gradual

elimination over a 6 year period of multiple

surtax exemptions allowed members filing

under section 1562.

A 10 percent surcharge on Income tax

is included in the 1968 and 1969 statistics

and to some extent (based on a prorated

formula) In the 1967 and 1970 statistics.

Beginning In 1969, the income tax sta-

tistics include the additional tax for tax

preference items (effective for accounting

periods which ended after December 31,

1969).

The statistics beginning with 1969 also

reflect the increase in the alternative tax

on the net long-term capital gains. With

certain exceptions, the rate was 28 percent

for 1970 and 30 percent for 1971 and there-

after. For 1969, corporations whose ac-

counting periods extended into 1970 were
required to prorate the old 25 percent rate

and the newer transitional 28 percent rate.

For 1970, corporations with accounting pe-

riods extending into 1971 had to prorate

the 28 percent rate and the 30 percent

rate.

Investment credit

For taxable years ending before March

10, 1967, investment credit could not ex-

ceed the first $25,000 of tax liability plus

25 percent of the tax liability in excess of

$25,000, For taxable years ending on or

after that date, the limitation was 50 percent

of tax liability over $25,000.

Investment credit for 1966 through 1968

was affected by the suspension of the

credit (except for a $20,000 exemption for

certain "suspension period" property) from

October 1966 through March 1967. The
statistics for 1969 and 1970 were affected

by the repeal of the credit for property

(except for certain property contracted for

prior to the termination date) acquired,

constructed, or reconstructed after April

18, 1969.

The credit was restored beginning with

1971 and Is reflected in the statistics

for that year. See Explanation of Terms In

section 3.

Investment credit carryover

The Tax Reform Act of 1969 limited the

amount of unused credit that could be

carried over to 1969 and 1970. Generally,

the 1969 Act limited the carryover to 20

percent of the aggregate amount of unused

credit otherwise available. An additional

3-year carryover period was allowed for

credits already earned but unusable during

the normal 7-year carryover period be-

cause of the 20 percent limitation.

The Revenue Act of 1971 repealed the 20

percent limitation for taxable years ending

after December 1971. Additionally, for tax-

able years beginning In 1971 or later, the

1971 Act changed the normal sequence In

which current-year tentative credit and un-

used credit carryover from prior years

could be applied with regard to the credit

limitations based on the size of tax, and

extended the carryover period from 7 to

10 years for carryover from pre-1971 years.

See Explanation of Terms in section 3.

Long-term debt

This Is the abbreviated title given mort-

gages, notes, and bonds payable and ma-
turing in 1 year or more from date of the

balance sheet. Mortgages, notes, and bonds
payable are discussed in the Explanation

of Terms section.

Mortgage and real estate loans

Mortgage and real estate loans were in-

cluded in "other Investments" from 1963

through 1965. For 1966 a separate balance

sheet account on the tax return permitted

this item to be included in the statistics.

(The item was available on the return for

1962 but was not tabulated.)

Net capital assets, except land

Net capital assets, except land, consisted

of depreciable, depletable, and intangible

assets less accumulated depreciation, de-

pletion, and amortization.

Net capital gains

starting with 1964, gains from disposi-

tions of certain buildings were no longer

eligible for treatment as long-term capital

gains.

Beginning in 1970, net gains from the

sale or exchange of bonds and other cor-

porate and government evidences of in-

debtedness held by financial institutions

(with certain exceptions) were no longer

considered as capital gains. Also beginning

in 1970, the statistics reflect the disallow-

ance of gain from hard mineral properties

attributable to exploration expenditures.

These statistics beginning in 1970 do not

include certain farm gains and losses which

under sections 1251 and 1252 were con-

sidered to be ordinary gains and losses.

The tax treatment of casualty and theft

losses was revised and is reflected in the

statistics from 1970 onward.
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Net gain or loss, noncapital assets

Net gain or loss, noncapital assets re-

flected additional amounts beginning with

1962 and 1964 caused by the denial of

capital gains treatment to gains realized

on dispositions of certain depreciable as-

sets. See "Net capital gains," above.

Beginning in 1970, gains and losses from

casualty or theft of insured property were

required to be netted against losses of

uninsured property. If the result was a gain,

then it was consolidated with other gains

and losses of noncapital assets. However,

if the result was a loss, then the loss was
fully deductible and included in "other

deductions." Prior to 1970, gains and

losses from casualty or theft of insured

property were included in the computation

of net gain or loss of noncapital assets,

while losses from uninsured property were

fully deductible and included in "other

deductions." (There was no netting of gains

or losses of insured and uninsured prop-

erty.)

The statistics for net gain or loss, non-

capital assets also include, beginning In

1970, net gains from sales of bonds and

other corporate and governmental evi-

dences of indebtedness by financial insti-

tutions. Previously, these gains were in-

cluded in Net capital gains. Also included

in these statistics beginning in 1970 are

gains from the disposition of hard mineral

properties which were attributable to ex-

ploration expenditures. Prior to 1970 these

gains were includable as capital gains.

Certain gains and losses from farm prop-

erty which were also considered as capital

in nature prior to 1970 were, because of

Code sections 1251 and 1252, considered

to be noncapital starting in 1970.

Net income (or deficit)

These statistics were affected by law

changes applicable to income and deduc-

tion items. Beginning with 1963, under-

writing profits of most mutual fire and
casually insurance companies were in-

cluded in net income. Previously these

amounts were not reported for tax pur-

poses. Also, beginning with 1963, certain

income from related foreign corporations

constructively received was reflected in net

income.

Net long-term capital gain taxed at

alternative rates

See the Explanation of Terms section for

a discussion of the change in rates (and

the exception to the changes) from 25 per-

cent to 28 percent in 1970 and 30 percent

in 1971 and thereafter. The rates were pro-

rated for 1969 and 1970 for corporations

with accounting periods overlapping 1969,

1970, and 1971.

Net operating loss deduction

Net operating loss deduction statistics

were affected by the modifications in the

carryover periods during which certain

losses could be offset against net income.

New or revised carryover periods were in-

troduced for regulated transportation cor-

porations (1963) and for foreign expropri-

ation losses (1964). Beginning in 1964, mu-

tual fire and casualty insurance companies

were allowed the deduction.

Notes and accounts receivable

For 1963-1965, the item may include

some unidentifiable amounts of mortgage

and real estate loans included by savings

and loans associations because the return

form for these years did not have separate

lines for those accounts. (Where identified,

mortgage and real estate loans were in-

cluded with "other investments.")

Other deductions

Other deductions included special busi-

ness deductions unique to most mutual,

fire and casualty insurance companies be-

ginning with 1963. Previously these

amounts were not deductible for tax pur-

poses inasmuch as the underwriting in-

come to which they were related was
nontaxable.

Most casualty and theft losses were ex-

cluded beginning in 1970.

Also beginning in 1970, the use of the

life insurance small business deduction by

members of controlled groups was cur-

tailed.

For 1972, other deductions include de-

ductions unique to Domestic International

Sales Corporations (DISCs).

Ottier investments

Other investments included mortgage

and real estate loans for 1963 through

1965. For 1962, and beginning again in

1966, mortgage and real estate loans was
a separate balance sheet account on the

return form and was shown as a separate

item in the statistics. For additional infor-

mation see "Mortgage and real estate

loans."

Oth?r specified current assets

Other specified current assets consisted

of cash, notes and accounts receivable

(less reserves for bad debts), and "other

current assets."

Pension, profit-sharing, stock bonus,
annuity plans

For mutual fire and casualty insurance

companies, employee benefit plan contri-

butions and all other business expenses

became deductible for tax purposes for the

first time in 1963. (Previously, only invest-

ment expenses could be deducted.)

Retained earnings, appropriated

This item was entitled "Surplus reserves"

in years prior to 1966. Except for the more

current heading, the statistics are com-

parable.

Retained earnings, unappropriated

Except for the more current heading,

these statistics are comparable with those

for "Earned surplus and undivided profits"

in years prior to 1966.

Short-term debt

This is the abbreviated title given mort-

gages, notes, and bonds payable and ma-

turing in less than 1 year from date of the

balance sheet. Mortgages, notes, and bonds

payable are discussed in the Explanation

of Terms section.

Specified current liabilities

Specified current liabilities included ac-

counts payable, mortgages, notes, and

bonds payable, with maturity less than 1

year from date of balance sheet and "other

current liabilities."

Tax from recomputing prior year

investment credit

Prior to the repeal of the investment

credit by the Tax Reform Act of 1969, a

recapture of prior year investment credit

was required when certain depreciable

property used in determining the invest-

ment credit was disposed of prior to the

end of the useful life assumed at the time

the investment credit was originally

claimed. However, the restoration of the

investment credit by the Revenue Act of

1971, subsumed new recapture rules for

investment credit property disposed of af-

ter August 15, 1971 as well as for any

"pre-termination" property still eligible for

the credit. See Explanation of Terms in

Section 3.
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Section 6 Forms and
Instructions,

1972

Contents

Form 1120
U.S. Corporation income tax return, 200

Schedule D, Form 1120
Capital gains and losses, 206

Form 1120-F
U.S. Income tax return of a foreign cor-

poration, 207

Form 1120L
U.S. Life insurance company income tax

return, 214

Schedule D, Form 1120L
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changes of property, 221
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Form 11208
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return, 229
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Capital gains and losses, 234

Form 1120-DISC
Domestic international sales corporation

return, 235

Form 3468
Computation of investment credit, 241

Form 4626
Computation of minimum tax, 242

Form 4874
Credit for wages paid or incurred in Work

Incentive (WIN) programs, 243
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Section 7 Index

^Asterisk denotes textual reference

Accelerated depreciation on:

Low-income rental housing, 115-132,
176*

Other real property, 115-132, 176*
Personal property subject to net lease,

115-132, 176*
Accounting periods, 1-3*, 103-106, 171*

Classifications by, 2*, 103-106
Definition, 1*

Accounts payable, 16-73, 113, 114, 140-
149, 157*, 183*. 183-191

Accumulated amortization, 16-35, 113,

114, 147-149, 164*, 188-191
Accumulated depletion, 16-35, 113, 114,

147-149, 160*, 188-131
Accumulated depreciation, 16-68, 113,

114, 142-149, 160*, 188-191
Active corporation returns defined, 157*
Additional tax for tax preferences, 3*,

16-73, 76-132, 147-149, 157*,
188-191

Advertising, deduction for, 16-35,
112-114, 140, 141, 147-149, 157*,
188-191

Affiliated corporations. (See Consolidated
returns.)

Allowance for bad debts, 16-35, 113, 114,

147-149, 158*, 188-191

Alternative tax, 90-94, 164*

Amortization:

Accumulated, 16-35, 113, 114,

147-149, 164*, 138-191
Certified pollution control

facilities, 115-132
Child care facilities, 115-132
Deduction for, 16-35, 112-125, 140,

141, 147-149, 158*, 188-191
On-the-job training facilities, 176*
Railroad rolling stock, 115-132, 176*

Annual returns, defined, 158*

Appropriated retained earnings, (See Re-
tained earnings, appropriated.)

Assets and liabilities, by type. 16-35, 113,

114, 147-149, 188-191, 177*

Assets, depletable, 16-35, 113, 114,

147-149, 150*, 188-191

Assets, droreciable, 10-73, 113, 114,

140-149, 160*, 188-191

Assets, intangible, 16-35, 113, 114,

147-149, 164*, 188-191

Assets, other, 16-35, 113, 114, 140, 141,

147-149, 171*, 188-191

Assets, other current, 16-35, 113, 114,

147-149, 171*, 188-191

Assets, other specified current, (histori-

cal), 186*, 192-198

Assets, sales or exchanges of, 168-170*

Assets (or liabilities), total, 1*, 3-5*, 10-

73, 113-123, 126-132, 140-156,

177*, 188-198
By industry groups, 10-31, 36-73,

76-89, 113-123, 140, 141,

192-194
Consolidated returns, 147-149

Defined, 177*
Domestic International Sales Corpora-

tion returns, 140, 141

Returns with net income, 24-31, 34, 35,

190, 191*

Size classifications, 4*, 5*, 32-68, 124,

125, 133, 142-146, 195-198
Small Business Corporation returns,

142-146

Assets zero. (See Zero assets defined.)

B

Bad debt allowance, 16-35, 113, 114,

147-149, 158*, 188-191

Bad debts, deduction for, 16-35, 112-

125, 140, 141, 147-149, 158*, 183*,

188-191

Bad debts of financial institutions, reserves

for losses on, 115-132

Bonds, Government. (See Government ob-

ligations, investment in.)

Bonds, notes, mortgages payable, 16-73,

113, 114, 140-149, 168*, 188-198

Book income. (See Net income (or deficit)

per books of account.)

Business deductions, 16-35, 113, 114,

140-141, 147-149, 188-191

Business receipts, 3*, 10-73, 112-114,

140-149, 158*, 174*, 183*,

188-198
By industry groups, 10-31, 36-73,

112-114, 140-146
Consolidated returns, 147-149
Defined, 158*, 174*, 183*

Returns with net income, 24-31, 34,

35, 190, 191
Size classifications, 69-73, 174*

Small Business Corporation returns,

142-146

Calendar year returns, 1-3*

Capital assets defined for capital gain pur-

poses, 168*

Capital gains or losses:

Defined, 168*

Net long-term capital gain reduced by

net short-term capital loss, 16—35,

90-102, 112-125, 142-149, 168*,

188-191

Capital gains or losses:—Cont.

Taxed at alternative rates, 90-104,
107-111, 115-125, 171*, 186*,

188-191
Net short-term capital gain reduced by

net long-term capital loss, 16-35,

112-114, 147-149, 158* 18&-
191

Tax treatment of, 168*

Capital gains tax preference, 115-132

Capital stock, common or preferred, 16-

35, 113, 114, 140 141, 147-149,

159*, 188-191
Capital surplus, paid-in or, 16—35, 113,

114, 140, 141, 147-149, 172*, 188-

191
Cash, 16-73, 113, 114, 140-149, 159*,

188-191
Compensation of officers, deduction for,

16-35, 112-114, 140. 141, 147-149,

159*, 188-191
Consolidated returns, 5*, 4*, 147-156,

159*, 187
Constructive taxable income from related

foreign corporations, 7*, 16—35, 76-

89, 113, 114, 147-149, 159*, 188-

191
Changes to, VI

Contributions or gifts, deduction for, 16-

35, 112-114, 140, 141, 147-149,

159*, 188-191
Controlled Foreign Corporations:

Foreign dividend income resulting from

foreign taxes deemed paid, 76-89,

162*
Includable income of, 76-89, 163*

Controlled groups. (See Members of con-

trolled groups.)

Corporation, defined, 1*

Cost of goods sold. (See Cost of sales and
operations.)

Cost of property used for investment

credit, 36-68, 95-102, 134-137,

159*, 183*, 188-191
Cost of sales and operations, deduction

for. 3*, 10-73, 112-114, 140-149,

159*, 184*, 188-191
Cost of treasury stock, 16-35, 113, 114,

140, 141, 147-149, 160*, 188-191

Credits:

Estimated tax payments, 76-89, 95-

111, 162*, 184*, 183-191
Foreign tax, 3*, 10-15, 36-73. 76-114,

126-132, 162*, 184*. 188-191

Investment. 3*. 10-31, 36-73. 76-114.

126-132, 134-137, 147-149,

165*, 185*. 188-191

Payments with applications for extension

of filing time, 76-89, 95-111, 172*

Tax paid by regulated investment com-

panies. 76-89, 95-111. 160*

245
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Credits:—Cont.

U.S. tax paid on special fuels, nonhigh-
way gasoline, and lubricating oil,

76-S9, 95-111, 142-146, 160*
Work incentive (WIN), 3-, 8*, 16-31,

36-73, 76-112, 126-133, 147-
149, 188-191

Work incentive (WIN), tentative, 8*, 133
Current assets, other, 16-35, 113, 114,

147-149, 171*, 188-191
Current assets, other specified, (historical)

186*, 192-198
Current liabilities, other, 16-73, 113,

114, 140-149, 171*. 188-191
Current liabilities, specified, (historical),

186*, 192-198

Deductions. (See each type of deduc-
tion):

Business, 16-35, 113, 114, 140, 141,
147-149, 188-191

Other, 3*, 16-35, 113, 114, 140, 141,

147-149, 172*, 186*, 188-191
Statutory special, 69-73, 76-89, 95-

104, 107-111, 174*, 188-191
Total, 3*, 16-35, 112-114, 140, 141,

147-149, 177*, 188-191
Deferred additional tax for tax prefer-

ences, 115-132
Deficit, 3*, 16-35, 69-73, 76-123, 126-

132, 140-149, 170*, 186*, 188-191
By industry, 16-23, 69-73, 76-89,

112-123, 140-147
Size classifications, 90-94,

Depletable assets, 16-35, 113, 114, 147-
149, 160*, 188-191

Depletion, accumulated, 16-35, 113, 114,
147-149, 160*, 188-191

Depletion, deduction for, 16-35, 112-123,
147-149, 160*, 184*, 188-191

Depletion tax preference, 115-132
Depreciable assets (see also Cost of prop-

erty used for investment credit), 10-
73, 113, 114, 140-149, 160', 188-191

Depreciation, accumulated, 16-68, 113,

114, 142-149, 160*, 188-191
Depreciation, deduction for, 10-73, 112-

125, 134-149, 160*, 184*, 188-198
Class Life Assets Depreciation Range

System, 5*, 138, 139
Guideline, 5*, 138, 139

DISC. (See Domestic International Sales

Corporations, Form 1120-DISC.)
Distributions to stockholders:

Cash and property except own stock, 3*,

10-73, 113, 114, 140-156, 161*,
188-198

Corporation's own stock, 16-35, 113,

114, 147-149, 161*, 188-191
Defined, 161*
Form 1120-DISC, 140, 141
Form 1120S, 142-146

Dividends paid. (See Distributions to

stockfioldcrs.)

Dividends paid on certain public utility

stock, deduction for, 76-89, 103,

104, 107-111, 175*, 188-191

Dividends received:

Deduction for. 76-89, 95-104, 107-
111, 174*, 184*, 188-131

Foreign dividend income resulting from
foreign taxes deemed paid, 76-89,
162*

From DISC, or Former DISC, 76-89

Dividends received:—Cont.
From domestic corporations, 16-35,

95-102, 112-114, 140, 141, 147-
149, 161*, 184*, 188-191

From foreign corporations, 4*, 16-35,
76-89, 112-114, 140, 141, 147-
149, 162*, 184*, 188-191

Changes to, VI

Includable income of Controlled Foreign

Corporations, 76—89, 163*
Domestic corporations 50% or more

owned by a foreign entity, 113, 114
Domestic dividends, 16-35, 95-102, 112-

114, 140, 141, 147-149, 161*, 184*,

188-191
Domestic International Sales Corporation,

Form 1120DISC, 1*, G*, 7*, 76-89,
107-111, 140, 141, 188-191

Employee benefit programs, deduction for

contributions to, 16-73, 112-114,
140, 149, 162*, 184*, 188-191

Employee pension, profit-sharing, stock

bonus, and annuity plans, deduction

for contributions to, 16-73, 112-114,
140, 149, 173*, 186*, 188-191

Estimated tax payments, 76-89, 95—111,
162*, 184*, 188-191

By accounting period, 103-106
By size of tax after credits, 95-102
Overpayment, 76-89,

Claimed as a credit, 76-89,
Excess investment interest, (see also Tax

preference items.) 115-132

Fiscal or noncalendar year returns. (See
Accounting periods.)

Foreign corporations, 1*

Constructive taxable income from re-

lated foreign corporations, 7*, 16—

35, 76-89, 113, 114, 147-149,
159*, 188-191

Dividends received from. (See Dividends
received.)

Domestic corporations 50% or more
owned by foreign entity, 113, 114

Includable income of Controlled Foreign

Corporations, 76—89, 163*
With U.S. Business operations, 112

Foreign dividend income resulting from
foreign taxes deemed paid, 76-89,
162*

Changes to, VI

Foreign tax credit, 3*, 10-15, 36-73, 76-
112, 126-132, 162*, 184*, 188-191

Form 1120S. (See Small Business
Corporations.)

Forms, facsimiles of returns:

Form 1120: U.S. Corporation income tax

return, 200
Schedule D, Form 1120: Capital gains

and losses, 206
Form 1120-DISC: Domestic International

Sales Corporation Return, 235
Form 1120-F: U.S. Income tax return of

foreign corporation, 207

Form 1120L: U.S. Life insurance com-
pany income tax return, 214

Schedule D, Form 1120L: U.S. Life

insurance company sales or ex-

changes of property, 221

Form 1120M: U.S. Mutual insurance

company income tax return, 223

Forms, facsimiles of returns:—Cont.

Form 1120S: U.S. Small business cor-

poration income tax return, 229
Schedule D, Form 1120S: Capital

gains and losses, 234
Form 3468: Computation of job develop-

ment investment credit, 241
Form 4626: Computation of minimum

tax, 242
Form 4874: Credit for wages paid or in-

curred in work -incentive (WIN)

programs, 243
G
Gain, net capital, 16-35, 90-104, 112-

125, 142-149, 168*, 185*, 188-191
Gain, net, sales of noncapital assets, 16-

35, 112-114, 140, 141, 147-149,
169*, 186*, 188-191

Gifts, deductions for contributions or, 16-

35, 112-114, 140, 141, 147-149,
159*, 188-191

Government obligations, investment in,

16-73, 113, 114, 147-149, 167*,

188-191, 195-198
Gross receipts from sales and operations.

(See Business receipts.)

H
Historical statistics, 183-186*

By industry groups, 192-194
By size of total assets, 195-198
Number of returns by type, 187
Returns with net income, 187, 190, 191

Inactive corporation returns, 1*, 3*, 163*,

187
Includable income of Controlled Foreign

Corporations, 76-89, 163*

Income. (See Income subject to normal

tax, surtax and alternative tax, Net

income (or deficit), and eact) type of

receipt.)

Income resulting from foreign taxes

deemed paid, 76-89, 162*

Income subject to normal tax, surtax, and

alternative tax (see also Statutory spe-

cial deductions), 3*, 10-73, 76-114,

147-149, 163*, 185*, 188-191

By industry groups, 10-31, 36—73,

76-89, 112-114, 147
By size of income tax after credits, 95—

102, 107-111
By size of income taxed at normal tax

and surtax rates, 90-94
By type of tax, 90-^4
Defined, 163*, 185*

Real estate investment trusts, 10-15,
164*

Regulated investment companies, 10-

15, 164*
Small Business Corporation returns,

107-111, 174*

Income tax, 3-5*, 10-73, 76-123, 126-
132, 134-137, 147-156, 164*, 185*.

186*. 188-198
Additional tax for tax preferences (min-

imum tax), 3*, 16-73, 76-132,
147-149, 157*, 188-191

After foreign tax, investment, and work
incentive credits, 3*, 76-89, 95-
111

Alternative tax, 90-94, 164*
Available as an offset, 115-132

Due, 95-111, 175*
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Income tax:—Cent.
Estimated tax payments, 76-89, 95-

111, 162*, 184*, 188-191
Foreign corporations with U.S. business

operations, 112
From recomputing prior year investment

credit, 3*, 16-35, 76-111, 113-

123, 126-132, 147-149, 175*,

186*, 188-191
Historical, 185*, 188-198

Normal tax, surtax, and alternative tax,

3*. 16-35, 76-111, 113-123,

126-132, 147-149
Overpayment, 76-89, 95-111, 172*,

176*

Paid by real estate investment trusts,

10-15, 164*

Paid by regulated investment companies,

10-15, 164*

Payments v^^ith applications for exten-

sion of filing time, 76-89, 95-111,
172*

Rates, 164*

Refund, 76-89, 95-111, 173*, 188-191
Regular tax, 90-94
Surcharge, 188-191
Table classifications. (See Guide to

tables, page V.)

Income taxed at normal tax and surtax

rates, 76-104, 164*

By accounting period, 103, 104
By industry, 76-89
Size classifications, 90-94

Income taxed through stockholders. (See

Small Business Corporations.)

Industrial classification described, 164*

Industry statistics, 10-31, 36-89, 112-

123, 133-138, 142-147, 150-156
By size of business receipts, 69-73
By size of total assets, 32-68, 124, 125,

133, 139, 142-146
Sampling variability of estimates, 16-

31, 180*

Insurance companies:
Life (Form 1120L), 14, 164*

Mutual (Form 1120M), 14, 164*

Intangible assets, 16-35, 113, 114, 147-

149, 164*, 188-191
Interest paid, deduction for, 16-73, 112-

114, 140-149, 165*, 188-191
Interest received:

On Government obligations:

United States, 16-35, 112-114, 147-

149, 165*, 188-191
State and local, 16-35, 112-114,

140, 141, 147-149, 165*,

188-191
Other, 16-35, 112-114, 140, 141, 147-

149, 172*, 188-191

Intragroup dividends qualifying for 100
percent deduction, 76-89, 95-104,
150-156, 165*

Intragroup dividends qualifying for transi-

tional deduction under section 1564
(b), 95-104, 150-156, 161*, 162*

Inventories, 1*, 16-73, 113, 114, 140-

149, 165*, 188-198

Investment credit, 3*, 10-31, 36-73, 76-
114, 126-132, 134-137, 147-149,
165*, 185*, 188-191

By industry group, 10-31, 36-73, 76-
89, 112-114, 134-137, 147

By size of income taxed at normal tax

and surtax rates, 90-94,

Investment credit:—Cont.

Cost of property used for, 36-58, 95-

102, 134-137, 159*, 183*, 188-

191

Investment credit carryover, 95-102,

134-137, 166*, 185*, 188-191

Investment credit carryover greater than

investment credit, 134-137

Investment qualified for credit, 134-

137, 166*, 188-191
Tentative investment credit, 95-102,

134-137, 176*, 188-191

Unused, 95-102, 134-137, 177*, 188-

191

Investment qualified for credit, 95-102,

134-137, 166*, 188-191

Investments:

In Government obligations:

United States, 16-73, 113, 114,

147-149, 167*, 188-191, 195-

198
State and local, 16-73, 113, 114,

147-149, 167*, 188-191, 195-

198
Other, 36-68, 113, 114, 140-149,

172*, 186*, 188-191

Land, 7*, 16-35, 113, 114, 147-149,

167*, 188-191
Law, changes in, affecting 1972 statistics,

6*

Domestic International Sales Corpora-

tions (1120-DISC) 6*

Work incentive (WIN) credit, 8*

Liabilities (see also each type of liability),

16-35, 113, 114, 140, 141, 147-149,

188-191

Other, 16-35, 113, 114, 140, 141, 147-

149, 172*, 188-191
Other current, 16-73, 113, 114, 140-

149, 171*, 188-191
Specified current, (historical), 186*,

192-198
Total. (See Assets (or liabilities), total.)

Life insurance companies, 14, 164*

Loans from stockholders, 16-35, 113, 114,

147-149, 167*, 188-191
Loans to stockholders, 16-35, 113, 114,

147-149, 167*, 188-191
Long-term capital gain from certain bind-

ing contracts, distributions, and in-

stallment sales, 90-94, 167*

Loss:

Business. (See Deficit, and Net income

(or deficit).)

Carryover, (See Net operating loss de-

duction.)

Net, noncapital assets, 16-35, 112-114,

147-149, 169*, 186*, 188-191
Net operating. (See Net operating toss

deduction.)

M
Major industry. (See Industry statistics.)

Members of controlled groups, 150-156,
167*

Minimum tax. (See Additional tax for tax

preferences.)

Minor industry. (See Industry statistics.)

Mortgage and real estate loans, 16-35,

113, 114, 142-149, 168*, 185*,

188-191

Mortgages, notes, and bonds payable, 16-

73, 113, 114, 140-149, 168*, 188-

198
Mutual insurance companies (Form

1120M), 14

Mutual savings banks with separate life in-

surance departments, 14, 164*

N
Net capital assets, except land (historical),

185*, 195-198

Net capital gains, 16-35, 90-104, 112-

125, 142-149, 168*, 185*, 188-191

Net gain or loss, noncapital assets, 16-35,

112-114, 140, 141, 147-149, 169*,

186*, 188-191
Net income (or deficit), 3*, 10-73, 76-

123, 126-132, 140-149, 170*, 186*.

188-191
By accounting period, 2*, 103-106

By industry groups, 10-73, 76-89, 112-

123, 140-147, 150-156, 192-194

By size of business receipts, 69-73

By size of income tax after credits, 95-

102, 107-111

By size of income taxed at normal tax

and surtax rates, 90-94

By size of total assets, 4*, 5*, 32-68,

142-146, 195-198
Consolidated returns, 147-149

Defined, 170*

Historical, 186*

Per books of account, 74, 75, 170*

Small Business Corporation returns.

Form 1120S, 142-146

Net long-term capital gain reduced by net

short-term capital loss (see also Net

capital gains), 16-35, 90-102, 112-

125, 142-149, 168*, 188-191

In excess of $25,000, 171*

Net long-term capital gain taxed at alterna-

tive rates, 90-104, 107-111, 115-

125, 171*, 186*, 188-191

Amount subject to 25 percent rate, 95-

104
Net loss, noncapital assets, 16-35, 112-

114, 147-149, 169*, 186*, 188-191

Net operating loss:

Carryover, 115-132
Deduction, 69-73, 76-89, 95-104,

107-111, 188-191
Definition, 174*, 186*

Net profit (or net loss). (See Net income

(or deficit).)

Net short-term capital gain reduced by net

long-term capital loss (see also Net

capital gains}, 16-35, 112-114, 147-

149, 168*, 188-191

Net worth, 10-15, 36-73, 142-146, 171*,

192-198

Noncalendar year returns. (See also Ac-

counting periods.) 1*, 171*

Nontaxable returns, 90-94

Normal tax, surtax, and alternative tax.

(See Income tax.)

Notes and accounts receivable, 16-73,

113, 114, 140-149, 171*, 186*

Notes, mortgages, and bonds payable, 16-

73, 113, 114, 140-149, 168*, 188-

198

Number of returns (see also in each table

by specific classification), 1-7*, 10-

156, 171', 179*, 180*, 187-198

Coefficient of variation, 16-31, 180*
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Overpayment of tax, 95-111, 172», 176*

Paid-in or capital surplus, 16-35, 113,

114, 140, 141, 147-149, 172*, 188-
191

Part-year returns, 1*, 105, 106, 172*
Payments of estimated tax, 76-89, 95-

111, 162*, 184*, 188-191
Payments with applications for extension

of filing time, 76-89, 95-111, 172*
Pension, profit-sharing, stock bonus, and

annuity plans, deduction for contribu-

tions to, 16-73, 112-114, 140-149,
173*, 186*, 188-191

Personal holding company tax, 76-89,
105-111, 173*

Pollution control facilities, amortization of,

115-132

Preference items. (See Tax preference
items.)

Qualified investment for investment credit.

(See Investment qualified for credit.)

Railroad rolling stock, amortization of,

115-132, 176*

Rates of tax, 185*

Real estate investment trusts, 14, 163*,
164*

Receipts:

Business, 3*, 10-73, 112-114, 140-
149, 158*. 174*, 183*, 188-198

Other, 3, 16-35, 112-114, 140, 141,
147-149, 172*, 188-194

Changes to, VI

Total, 2-5*, 10-73, 95-104, 107-123,
126-132, 140-156, 177*, 188-
198

Changes to, VI

Refunds of estimated tax payments, 76-
89, 95-111, 173*

Regular tax and alternative tax, 90-94,
163*, 164*, 185*

Regulated investment companies, 103,
104, 160*, 163*, 164*

Rent paid on business property, deduction
for, 16-35, 112-114, 140, 141, 147-
149, 173*, 188-191

Rents received, 16-35, 112-114, 147-
149, 173*, 188-191

Repairs, deduction for, 16-35, 112-114,
140, 141, 147-149, 173*, 188-191

Reserves:

Bad debts allowance, 16-35, 113-132,
147-149, 158*. 188-191

For depletable, depreciable and intan-

gible assets. (See Accumulated de-
pletion, Accumulated depreciation,
and Acccmulated amortization.)

For losses on bad debts of financial in-

stitutions, 115-132
Surplus. (See Retained earnings, ap-

propriated.)

Retained earnings, appropriated, 16-35,
113, 114, 147-149, 173*, 186*,
188-191

Retained earnings, unappropriated, 16-35,

113, 114, 147-149, 173*, 186*,

188-191
Return forms. (See Forms, facsimiles of

returns.)

Returns:

Form 1120-DlSC. (See Domestic Inter-

national Sales Corporations.)

Form 1120F. (See Foreign Corporations.)

Form 1120S. (See Small Business Cor-

porations.)

Other than Forms 1120S and 1120-

DISC, 90-104, 107-111, 115-132,
188-191

Part-year, 1*, 105, 106, 172*

Used for this report, 1*

With income tax, 76-111, 115-123,
126-132

With net income, 3*, 4*, 24-31, 34,

35, 69-73, 90-102, 126-132,
140-149, 173*

Without net income, 3*, 90-102, 126-
132, 173*

Royalties received, 16-35, 112-114, 147-
149, 173*, 174*, 188-191

Sales or exchanges of capital assets. (See
Net capital gains.)

Sales or exchanges of noncapital assets.

(See Net gain or loss, noncapital as-

sets.)

Sample, description of and limitations of

data, 179-181*

Sampling variability, 16-31, 180*

Size distributions:

Business receipts, 69-73, 174*
Deficit, 90-94
Income tax after foreign tax, investment,

and work incentive credits, 95-102,
107-111

Income taxed at normal tax and surtax

rates, 90-94
Total assets, 4*, 5*, 32-68, 124, 125,

133, 139, 142-147, 174*, 180,

195-198
Total items of tax preference, 3*, 95-

102, 115-132, 176*

Small Business Corporations, Form 1120S,
1*, 76-89, 107-111, 134-137, 142-
146,

Specified current assets, other, 186*,
192-198

Statutory exclusion, 115-132, 174*

Statutory special deductions, 69-73, 76-
89, 95-104, 107-111, 174*, 188-
191

Stock, capital, 16-35, 113, 114, 140, 141,
147-149, 159*, 188-191

Stock, treasury, cost of, 16-35, 113, 114,
140, 141, 147-149, 160*, 188-191

Stock dividends. (See Distributions to

stockholders.)

Stockholders equity. (See Net worth.)

Subsidiaries, number in consoliated re-

turns, 147-156

Surcharge (see also Income tax), (histori-

cal), 188-191

Surplus, paid-in or capital, 16-35, 113,
114, 140, 141, 147-149, 172*, 188-
191

Tax, income. (See Income tax.)

Tax deferred and income taxable to stock-

holders, Form 1120-DISC, 76-89,

140, 141, 175*

Tax due, 95-111, 175*

Tax-exempt interest. (See Interest re-

ceived, State and local.)

Tax from recomputing prior year invest-

ment credit, 3*, 16-35, 76-111,
113-123, 126-132, 147-149, 175*,

186*, 188-191
Tax overpayment. (See Overpayment of

tax.)

Tax paid by regulated investment com-
panies, 76-89, 95-111, 160*, 164*

Taxpayments, 95-111, 162*, 184*

Refunds of estimated tax payments 76-
89, 95-111, 173*, 188-191

Tax preference items, 3*, 95—102, 115—

132, 176*

Less exclusion and tax, 95-102, 115—
132, 157*

Tax return forms. (See Forms, facsimiles

of returns.)

Taxable income. (See Income subject to

normal tax, surtax, and alternative

tax.)

Taxes paid, deduction for, 16-73, 112,

140-146, 176*, 188-191
Tentative additional tax for tax prefer-

ences, (See also Additional tax for tax

preferences.) 115-132, 157*
Tentative investment credit, 95—102, 134-

137, 176*. 188-191
Total assets, 1*, 3-5*, 10-73, 113-123,

126-132, 140-156, 177*, 188-191
Size of total assets, 4*, 5*, 32-68, 124,

125, 133, 142-146, 195-198
Total deductions, 3*, 16-35, 112-114,

140, 141, 147-149, 177*, 188-198
Total items of tax preference, 95-102,

115-132

Total liabilities, 16-35, 113, 114, 140,

141, 147-149, 177*, 188-191

Total receipts, 2-5*, 10-73, 95-104, 107-
123, 126-132, 140-156, 177*, 188-
198

Changes to, VI

Total receipts less total deductions, 3*,

16-35. 112-114, 140, 141, 147-149,
177*, 188-191

Changes to, VI

U
Unappropriated retained earnings. (See Re-

tained earnings, unappropriated.)

Unused investment credit, 95-102, 134-
137, 177*, 188-191

W
Western Hemisphere Trade Corporation de-

duction, 103, 104, 107-111, 113,

114, 175*

Work incentive (WIN) credit, 3*, 8*. 16-

31, 36-73, 76-112, 126-133, 147-
149, 188-191

Work incentive (WIN) credit, tentative, 8*,

133

Zero assets defined, 177*
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