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F.= U20 (1962) P-.3
Schedule H.-SUMMARY OF DEPRECIATION AND AMORTIZATION SCHEDULES

WRENATIGN Under Rev. Pmt 62-21 Other AMORTIZATJON

1. Straight line method -----------J

--------- ----------------- ---------------------------L Declining balance method - - - -- - ---------------------------- --------------------------- 1. Emergency facilities...........

3. Sum of the yearsagits method ...
-
----- ------------------- 2. Research or experimental ------ ------------ -- --

4. Based on units of production .... ---- ---------------------- 3. Exploration and development -- -

- - --

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

5. Addl; Ist year (Sec. 179) '2*2' ------------- 4. Organizational...............

- ------

6. Other methods .............. . S. Trademark andArdde, name. ....

T. Total depredation dialmed ..... I S. Total amorlization claimed .....

Schedule L-SPECrAli DEDUCTIONS

1. Partially tax-exempt interest (see Instruction 5) .. .......................................................... ...........................

2. Dividends-received:

(a) 85 percent of column 2, Schedule C ..................................... --------------w-----------

(b) 62.115 percept of column 3, Schedule C.............................. ---------------- - --- --------

IV(c) 85 percent of dividends rece; ed from certain foreign corporotionr ........
3. Total dividends-received- deductions- (sum of lines 2(a), (b); and (c) butnot to exceed B5 percent of the excess of line

28,~ page I over the sum of lines I and 5). (See instructions in case of net operating loss or if the corporation is
a small business investment company.) .................................................................. ...........................

4. Dividends paid on certain preferred stock of public utilities (see instructions in case of net operating loss) ---------- ---------------------------

S. Western Hemisphere trade corporations (see instructions in case of net operating lost) ..........................

6. Total special deductions (enter here and on line 29(b), page 1) ..............................................
_TAX COMPUTATION SCiM9U_LE

1. (a) Line 30, page I ------------------------------ (b) plus line 1, Schedule I ------------------------------- total here

2. If amount of line I is:

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

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

--- -

-----------

Subtract-$5,500, dnd~ enter difference.................................... 500. 00 -- - ----------------------

3. Adjustment forpartially tax-exempt interest, Enter 30 percent of line l(b),butnotin excess of 30percentof line I....

4. Normal tax and surtax (line 2 less line 3) .................................................. ..............

S. Income tax (line 4, or line 22 of separate Schedule D) ...................... --------------------

6. Credit allowed a domestic corporation for income taxes pdtid to a foreign country or
United States possession (attach Form 1118) ..... ............................

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

S. Tom under section 541 of the Internal Revenue Code-(frarn Schedule 1120 PH)......................... .........

9. Total income ta~ (fine 7 plus line 8). Enter here and on line 31, page I ....................................

H. Date incorporated ------------------------------------------------------ M. Amount of income (or deficit) for: 1959..
(1) Did the corporation at the end of the taxable year own di- 1960 - - ----------------------- 1961

rectly or indirectly 50 percent or more of the voting stook
- - -------- --------------

of a dorriestic corporation? .............Yes 0 No F-) N. If a cooperative association, check type:
(2) Did any corporation, individual, partnership, trust, or asso- (1) 0 farmers' purchasing or marketing, (2) E] consumers,

ciation at the end of the taxable year own directly or
'

or (3) 0 other.
indirectly 50 percent or more of the corporation s voting
stock? .............................. Yes 0 No 0. Did you claim a deduction for expenses connected with: (If
(For rules of attribution, see section 267 (c).) answer to any question is "Yes," check applicable boxes
If the answer to (1) or (2) is "Yes," attach separate within that question.)

schedule showing: (1) A hunting lodge E'J, working ranch or farm [J, fishing
(a) name and address,
(b) percentage owned; carnp El, resort property 0, pleasure boat or yacht 0, orother

(c) date acquired- and similar facility C]? (Other than where the operation of the
(d) the. District Directoesaffice in which.the income

tax return of such organization for the lost tax-
facility was the principal business.) Yes [I No El

able year was filed. (2) The leasing, renting, or ownership of a hotel room orIf the
answer to (1) above is "Yes," include the income

(or loss) from line 30 page 1 Form 1 120 of such
suite E], apartment 0, or other dwelling [], which was

, ,
corporation for the taxable yettr ending with or within

used by customers or employees or members of their families?
(Other than use by employees while in business travel status )your taxable year.

If the answer to (2) above is "Yes," include (a) the

.
Yes [] No C]

amount of cash or stock dividends paid to such indi- (3) The attendance of your employees' families at con-
vidual or organization and (b)ideritify form. of or. ventions or business meetings? Yes 0 No EJ
ganization.

L Were Forms 1096 and 1099 filed for the cbd6ndar year 1962 (4) Vacations for employees or members of their families?
in connection with: (Other than vacation pay reported on Form W-2.)

Taxable dividends .....................Yes 0 No 0 Yes 0 No 0
Other payments.......................Yes 0 No 0

IL Did you have any contracts or subcontracts subject to the
F. Refer to instructions and stake the:

Renegotiation Act of 1951 ................Yes El No D
Principal business activity -------------- ------------ -- -----

If"Yes,"seelnst.K. Enteramounthere .......... -----------
L_ Did You at any time during the year own directly or Indirectly

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

P i i l' d tany stock of a foreign corporation? ........Yes 0 No 0 r ncpa pro uc or service ------------------------
if "Yes," attach statement as required by Instruction N. --------------------------------------------- ----- ---------- ------ -----
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ASSETS

1. Cash ................................................
2. Notes and accounts receivable ..........................

Beginning of taxable year

(A) Amount (8) Total M Amount

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

End of taxable year

V12- 4

(D) Total

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

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

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

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

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

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

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

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

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

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

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

Schedule M.-RECONCILIATION OF TAXABLE INCOME ANDANALYSIS OF EARNED SURPLUSAND UNDIVIDED PROFITS

13. Total assets .................. ...................

LIABILITIES AND CAPITAL

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

18. Mortgages, notes, and bonds payable in 1 year or more ....
19. Other liabilities (attach schedule) .......................

20. Capital stock:

(a) Preferred stock..................................

W Common stock...................................

21. Paid-in or capital surplus ..............................

22. Surplus reserve (attach schedule) ........................

23. Earned surplus and undivided profits ....................

24. Total liabilities and capital ........................

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

S. Other current assets (attach schedule) ...................
S. Loans to stockholders..................................
7. Other investments (attach schedule) .....................

8. Buildings and other fixed depreciable assets .............
(a) Less: Accumulated amortization and depreciation ...

9. Depletable assets ......................................
%'G'j L9-ss: AccurnulQted depletion .....................

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

(a) Less: Accumulated amortization ....................
12. Other assets (attach schedule) ..........................

1. Earned surplus and undivided profits
at end of preceding taxable year
(Schedule Q .....................

2. Taxable income before net operating
loss deduction and special deduc-
tions aine 28, page 1) .............

3. Nontaxable interest-------------------------

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

4. Other nontaxable income-----------------

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

S. Charges against surplus reserves de-
ducted from income in this return

S. Adjustments for tax purposes not re-
corded on books--- - --------------- -----

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

7. Sundry credits to earned surplus --------

L Total of lines I to 7 ...........

FORMS AND INSTRUCTIONS, 1962

Schedule L.-BALANCE SHEETS. (See Instructions)

9. Total distributions to stockholders charged to earned
surplus during the taxable year: (a) Cash .......

(b) Stock of the corporation ......................
(c) Other property (attach schedule) ..............

10. Contributions in excess of 5% limitation ............
11. Federal income and excess profits taxes ...........

12. Income taxes of foreign countries or United States
possessions if claimed cis a credit in whole or in
part on line 6, page 3 Tax Computation ..........

13. Insurance premiums paid on the life of any officer
or employee where the corporation is directly or
indirectly a beneficiary........................

14. Unallowable interest incurred to purchase or carry
tax-exempt interest obligations ..................

15. Excess of capital losses over capital gains .........
16. Additions to surplus reserves (attach schedule) .....
17. Other unallawable deductions (attach schedule) ....

18. Adjustments for tax purposes not recorded on books
(attach schedule) .............................

19. Sundry debits to earned surplus (attach schedule)..
20. Total of lines 9 to 19 ......................

21. Earned surplus and undivided profits at end of the
taxable year (Schedule Q Oine 8 less line 20) ....

U.S. GOVERNMENT PINKTING OFRCE: W-0-646839

--------------------__

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

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

I ----------------------

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



FORMS AND INSTRUCTIONS, 1962

Instructions for Form. 1120-1962
(References ire to the InternalU.S. Corporation Income Tax Return Revenue Code.)

GENERAL INSTRUCTIONS
Taxpayers required to file Form 1120-

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

851.

2. Real estate investment trusts defined under section 856.
S. Regulated investment companies defined tinder section

4. Partnerships and pro'prietorships electing to be taxed as
domestic corporations. (See section 1361.)

B. Pensfits required of certain organizations-
1. Foreign corporatiorn-file Form 1120F.
2. Life insurance companies subject to tax imposed by sec-

tion 802-file Form 1120L.
3. Mutual insurance companies subject to tax imposed by

section 821-file Form 1120M.
4. Exempt farmers cooperatives subject to tax under section

522-file Form 990-C.
5. ~xempt organizations subject to tax imposed by section

511 on income derived from arr unrelated trade or business--file
Form 990-T.

6. Small business corporations whidh qualify and elect under
section 1372(a) to have their taxable income taxed directly to
shareholders-fiIe Form 1120-S.

C. Information returns and other forms which may be required
in addition to Form 1120 (other than certain specialized forms de-
scribed below).-

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

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

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

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

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

6. Form 3468-Computation of investment credit.
7. Schedule PH (Form 1120).--Computation of U.S. per,

sonal holding company tax.

D. Period to be covered by return.-Returns shall be filed for
the calendar year 1962 or fiscal year beginning in 1962 and end-

in 1963. For the procedure to follow in changing an estab-
htged accounting period, see Section 1.442-1, Income Tax Regu-
lations. In cases where prior approval must be obtained, file
Form 1128, Application for Change in Accounting Period.

E. Accounting methods~Taxablc income shall be computed in
accordance with the method of accounting regularly used by the
taxpayer in maintaining its books and records. In all cases the
method adopted should clearly reflect taxable income. (See Sec-
tion 446.) Except in those cases where the law specifically per-
Inits it, a taxpayer may not change the method of accounting upon
the basis of which - it has reported its 1 0111 . prior years (for

Inc e Inits income as a whole or with respect to any separate trade or
business) without first securing consent on Form 3115, Applica~
tion for Change in Accounting Method.

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

F. Tiling of return and payment of tax.-Returns of corpora-
tions must be filed on or before the 15th day of the third month
following the close of the taxable ye= with the District Director
of Internal Revenue for the district in which the corporation's
Principal place of business or principal officd or agency is located.
(Section 6072.).

@59'-16-77179--1

Request for automatic extension of 3 months for filing of return
must be made on Form 7004. (Section 6081 (b).)

The balance of tax due must be paid in full when the return is
filed or in two installments, 50 percent on or before the 15th day
of the third month and 50 percent on or before the 15th day of the
sixth mouth following the close of the taxable year.
. The tax may be paid in cash or by check or money order drawn
to the order of "Internal Revenue Service." Cash payment
should be made only in person at the District Director's office.

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

H. Failure to file, etc.-Substantial additions to the tax are im-

0
d for failure to file a return, for late filing, and for filing a

al'see or fraudulent return.
L Signature and verification.-The return must be signed either

by the president, vice president~ treasurer, assistant treasurer or
chief accounting officer, or by any other corporate officer (such as
tax officer) who is authorized to sign. A receiver, trustee, or as-
signee must sign any return which he is required to file on behalf of
a corporation.

J. Domestic corporations entitled to benefits of section 931-
Domestic corporations within the possessions of the United States
(except the Virgin Islands) may report as gross income only gross

income from sources within the United States, provided (a) 80
percent or more of the gross income for the 3-year period imme-
diately preceding the close of the taxable year (or such part there-
of as may be applicable) was derived from sources within a
possession of the United States, and (b) 50 percent or more ofthe
rss income for such period or such part thereof was derivedrom

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

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

L. Consolidated returns-Subject to the provisions of sections
1501 through 1552 and the regulations, an affiliated group of cor-
porations may make a consolidated income tax return in lieu of
separate returns. The making of a consolidated return shall be
upon the condition that all corporations which at any time during
the taxable year have been members of the affiliated group consent
to all the consolidated returii regulations prescribed under section
1502 prior to the last day prescribed by law for the filing of such
return. The common parent corporation, when filing a consoli-
dated return, shall attach thereto a schedule showing the names
and addresses of all the corporations included in the return. Form
851, Affiliations Schedule, should be obtained from the District
Director of Internal Revenue and filed as a part of the return.
Each subsidiary must prepare two signed copies of Form 1122
authorizing the making of the return on its behalf. One such form
shall be attached to the consolidated return as a part thereof, and
the other shall be filed, at or before the time the consolidated
returti is filed, in the office of the District Director for the sub-
sidiary's district.

Supporting schedules shall be filed with the consolidated return.
These schedules shall be prepared in columnar form, one column
being provided for each corporation included in the consolidation,
showing in detail the itern of gross income and deductions and
the computation of taxable income; one column for a total of like
items before adjustments are made; one column for intercompany
eliminations and adjustments; and one column for a total of like
items after giving effect

to
the eliminations and adjustments. The

Instructions-Forin 1120 (1962)

M
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PAGE 2

items included in the column for eliminations and adjustments
should be symbolized to identify contra items affected, and suitable
explanations appended, if necessary. Similar schedules shall also
contain in columnar form a reconciliation of surplus for each cor-
poration, together with a reconciliation of the consolidated surplus.
A schedule which sets forth the basis of property transferred to or
received from an affiliated, subsidiary, or parent corporation must
also be attached.

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

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

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

0. Balance sheets-Ile balance sheets, Schedule L, should
agree with the books of account or any differences should be rec-
onciled. The balance sheets for a consolidated return of affiliated
corporations should be furnished in accordance with Instruction L.
All corporations reporting to the Interstate Commerce Commis-

sion or to any National, State, municipal, or other public officer,
may submit, in lieu of Schedule L, copies of their balance sheets
prescribed by such authorities as at the beginning and end of thetaxable year.

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

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

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

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

SPECIFIC INSTRUCTIONS (Numbered to correspond witfi the line numbers on page 1)

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

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

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

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

5. Interest on obligations of the United States, etc.~Enter on
line 5(a) interest on obligations of the United States, etc. issued
prior to March 1, 1941, of (1) U.S. Savings and Treasury bonds
owned in excess of the principal amount of $5,000 and (2)
obligations of a U.S. instrumentality. Also enter on line 3,
Schedule M, all interest received or accrued during.the year on
the various obligations. The net amount of interest reported
on line 5 (a) is also allowable as a deduction. See the instructions
for Schedule 1. Enter on line 5(b) interest on such obligations
issued after February 28, 1941. For provisions relating to amor-
tizable bond premium, see section 171.

For special rules applicable to dealers in securities, with respect
to premium attributable to certain tax-exempt securities, see sec-
tion 75.

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

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

6. Other interest.-Enter on line 6, the amount of interest on
loans, notes, mortgages, bonds, bank deposits, corporate bonds,
etc. The term "corporate bonds" includes bonds, debentures,
notes, certificates of indebtedness, or other evidences of indebt-
edness issued by any corporation and bearing interest, with inter-
cst coupons or in registcred form. For provisilOns. relating to
amortizable bond premium, see section 171.

7. Rents.-Enter the gross amount received for the rent of
property. Any expenses, including repairs, interest, taxes, and
depreciation should be included in the proper lines for deduc-
tions. In the case of a lease entered into prior to January 1, 1954,
if both lessor and lessee are corporations and if tinder the lease
the lessee is obligated to pay any part of the lessor's income tax on
the rental payment, this tax is excluded from lessor's gross income
and may not be deducted by lessee. (Section I 10.)

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

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

10. Other income.-Enter total amount of other income not re-
ported elsewhere in the return and attach schedule showing details.

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

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

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

.0-IC-77179-1
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beginning of the taxable year for which it is desired to effect the
change..

Worthless debts arising from unpaid renti, and similar items of
taxable income, will not be allowed as a deduction unless'the in.

cor"
such items represents has been included in the return of in-

come for the year for which the bad debt deduction is claimed, or
for a previous year.

For treatment of bad debts of a mutual savings bank not having
capit~l stock represented by abuts, a domistic, -building and loan
association, and acooperative bank without capital stock organized
and operated for mutual purposes and without profit, a" section
593 and the regidatifts thereunder.,

16. Rents.-Enter rent paid or accrued for business property
in which the corporation has no equity. With respect to leases
entered intp prior to January lp 1.954, see instruction No. 7.

17. Taxes.-Enter taxes paid or accrued during the taxable
gar and attach a schedule showing thi type and amount of tax.

not include Federal income, waT-profits, and excess-profits
taxes; estate, inheritance, legacy, succession, and gift taxes; foreign
or United States possession income taxes if any credit is claimed in
line 6 (tax computation); Federal taxes paid on bonds containing
a tax-free covenant, nor taxes not imposed upon the taxpayer.
See section 164 (d) regarding apportionment of taxes

on
real

property between seller and purchaser.
18. Interest.-Enter interest paid or accruoil on business indebt-

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

See section 267 for limitation
'
on deductions for unpaid expenses.

and interest in the case of transactions between related taxpayers.

19. Contributions or gifts rid.-Enter contributions or gifts
actually paid within the taxa

le
year to or for the. use of (I) a

State a possession of the United States, or any political subdivi-
sion ;f any of the foregoing, or.the United States or the District
of Columbia for exclusively public purposes; (2) a corporation,
trust, oro community chest, und, or foundation, created or or-
Tenized in the United States or in any possession thereof or under

law
of

the United States, or of any State, or of the Distri6t of
IrolUrnhia, or of any Fossession of the United States, organized
and operated exclusive y for religious, charitable, scientific, literary,
or educational purposes or the prevention of cruelty to; children or
animals (but in the case of contributions or gifts to a trust, chest,
fund, or foundation only if such contributions or gifts are to be
used within the United States or any of its possessions exclusively
for such purposes), no part of the net earnings of-which

mures
to

the benefit of any private shareholder or individual, and no-sub-
stantial part of the activities of which is carrying on propaganda,
or otherwise attempting to influence legislation; (3) posts oror~
ganizations of war veterans, or auxiliary units of, or trusts or foun-
dations for, any such posts or organizations, if such posts, orgam-
zations,_ units, trusts, or foundations are organized in the United
States or, any of its possessions, and if no part of their net earniings
inures to the benefit of any private shareholder or individual; or
(4) nonprofit cemetery or burial companies. The amount claimed
shall not exceed 5 percent of the corporation's taxable income
computed without regard to (1) this deduction, (2) the "special
deductions" ; line 29 (b), and (3) any net operating loss carry~
back to the taxable year under section 172In

In the case of a corporation on the accrual basis, any contribu-
tion or gift will, at the election of the taxpayer made at the time
the return is filed, be considered as- paid during the taxable year
if payment is actually made an or before the fifteenth day of the
third month following the close of the taxable year, and if the con-
tribution. or gift has d

I g
the taxable year been authori=d by

the board of directors of the corporation. A copy of such an-
thorization must be attached to the return.

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

Any contributions paid during the taxable year in excess of the
'bIe may be carriea over and deducted in the twoamount deducti

succeeding taxable years subject to the 5 percent limitation pro-
vided in section 170 (b) (2). In a taxable year to which there
a net operating loss carryover and charitable contributions in
excess of the amount deductible (or a charitable contribution
carryover from a preceding taxable year), see section 170 (b) (3).

Attach a schedule shorwing the name and address of each or-
ganization and the amount paid. If there is included a contribu-
&ion carryover, show the amount and how. the, carryover was
idetermined.

PAGE 3
20. Losses by fire, storm, shipwreck, or other casualty, or

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

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

The law makes special provisions for amortization of the follow.
ing kinds Of assets and expenditpres:

(a) Emergency facilities-Section 168;

(b) Research and experimental expenditures.-Section 174;
(c) Exploration expenditures.-Section 615;

(d) Development expenditwes.-Section 616;
(e) Organizational expenses-Section 248; and
(f) Trade-mark and trade-name expenditures.-Section 177.

For details concerning the information which must be furnished
in the statements of election required by these sections, consult
your DistrictDirector.

22. Depredation.-If a deduction is claimed on account of de-
preciation, fill in Schedule G. A reasonable allowance for the
exhaustion, wear and tear, and obsolescence of property used in
the trade or business or of property held by the taxpayer for the
p on of income shall be allowed as a depreciation deduction.67.

) The allowance does not apply to inventories or
stock-in-trade nor to land apart from the improvements or physical
developments added to-it. Depreciation on leasehold'improve.
ments, patents and copyrights shall be included in Schedule.G.

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

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

(c) Salvage value.-Salvage value must be taken into account
in determining the depreciation deduction (except under declining
balance method) either by a reduction of the amount subject to
depreciation, or by a reduction in the rate of depreciation, but in
no event shall an asset (or an account) be depreciated below a
reasonable salvage value. In computing the basis on which depre.
dati6n maybe taken for personal property, other than livestock,
salvage value need not be taken into account, if it does not exceed
10 percent of the cost or other basis of the property. If salvage
value exceeds 10 percent, only the excess need be taken into
account. These provisions apply.to ro erty with a useful life of
3 years or more which was acquirelMr October 16, 1962.

New Depreciation Guidelines and Rules

Revenue Procedure 62-21 dated July 12, 1962, sets forth new
standards and procedures fordetermining depreciation. The new
guideline lives for guideline classes (broad categories not item-by-
item) are in most cases substantially shorter than those previously
used. These new guideline lives and rules are applicable to all
depreciable property including existing assets as well as new acqui
sitions; however, they do not supersede existing rules and proce:
dures for any taxpayer who wishes to continue to use them.

Taxpayers who wish to use the n ro st use themir:vclpass7ions mu
for all assets in a particular guidel Taxpayers may use
class lives equal to or longer than the guideline lives for 3 years
and may continue to use them thereafter if certain standards are
met and replacement practices are consistent with the lives used,

Tlie depreciation schedule provided on the return is to be used
for reporting depreciation under both Revenue Procedure 62-21
and previously prescribed rules and standards. Although depre-
ciation reported under the revenue procedure should be shown
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on the basis of group and guideline class, it is not necessary to
disturb your present depreciation accounts.

Revenue Procedure 62-21 is contained in IRS Publication
No. 456 (9-62), which may be purchased foe 25 cents from the
Superintendent of Documents, Government Printing Office,
Washington 25, D.C.

DEPRECIATION METHODS

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

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

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

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

(2) Sum at the years-digits method.-The deduction for each
year is computed by multipl~ng the cost or other basis of the
asset by the number of years

f
useful life remaining (including

the year for which the deduction.is computed) and dividing the
product by the sum of all the digits corresponding to the years of
the eitimated useful life of the as:et. In the case of a

5-year
life

this sum would be 15 or (5+4+3+2+1). For the first year
five-fifteenths of the cost would be allowable, for the second year
four-fifteenths, etc.

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

(d) Section 179-Additional first-year depreciation allow-
ance.--Corpomtions may elect to write off 20 percent of the cost
of tangible personal property, but only to the extent of an aggre-
gate cost of $10,000, for the first taxable year for which a deduc-
tion is allowable under section 167. The cost ot property does not
include so much of the basis of such property as is determined by
reference to the basis of other property held at any time by the
person acquiring such property. This additional depreciation is
limited to property with a remaining useful life of 6 years or
more and which is not acquired from an affiliated corporation
(as defined in section 1504, except that "more than 50 percene,
stock ownership is substituted for "at least 80percent" wherever
it appears in section 1054 (a)). All members of the affiliated
group will be treated as one taxpayer, and the $10,000 limitation
will be apportioned among the members in the manner prescribed
by regulations. Further, for this allowance to apply in any case,
the basis of the property must not be determined in whole or in
part by reference to the transferor's basis. Depreciation on the
remaining cost of the property may be taken under any of the
methods indicated above. The additional first-year depreciation
of an asset should be shown on a separate line of the depreciation
schedule rather than included on the line used to show the regular
depreciation of the asset.

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

23. Depletion.-If a deduction is claimed on account of.deple-
tion

,
procure from the District Director: Form M (mines and

other natural deposits), Form 0 (oil and gas), or.Form Tttim-

her), fill in and file with return. If'complete valuation data
have been filed with questionnaire in previous years, then filewith your return information necessary to bring Your depletionschedule up to date, setting forth in full a statement of. all tra,,
actions bearing on deductions from or additio- to value 'ofphysical assets during the taxable year with explanation of how
depletion deduction for the taxable year has been determined.
(Sections 611,, 612, and 613.) Expenditures to be deferred and
deducted ratably under the election provided in sections 616 (b),relating to certain expenditures in the development of mines, and
615 .(b), relating to deductions for mine exploration, are not to
be taken into account in determining the adjusted basis for prop.
erty for the- purpose of computing a deduction for depletion
under section 611.

For details concerning the information which must be furnished
in-the election to' aggregate separate operating mineral interests
under section 614 (b), coMult your District Director.

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

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

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

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

No deduction is allowable for the amount of any item or part
thereof allocable to a class of exempt income other than interest.
For noriallowance of interest on indebtedness incurred or con-
tinued to purchase or carry tax-exempt securities, see instruction
18. Items directly attributable to wholly exempt income shall
be allocated thereto, and items directly attributable to any class
of taxable income shall be allocated to such taxable-income. If an
item is indirectly attributable both to taxable income and exempt
income, a reasonable proportion thereof, determined in the light
of all the facts and circumstances in each case, shall be allocated
to each. A taxpayer receiving any such exempt income, or hold-
ing any property or engaging in any activity the income from
which is exempt shall submit with its return as a part thereof an
itemized statement, in detail, showing (1) the amount of each class
of exempt income, and (2) the amount of expense items allocated
to each such class (the amount allocated by apportionment being
shown separately).

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

Under section 592 a special deduction in computing taxable
income is allowed a mutual savings bank not having capital stock
represented by shares, a domestic building and loan association,
or a cooperative bank without capital stock organized and operated'
for mutual purposes and without profit, for repayment during the
taxable year of loans made before September 1, 1951, by the.
United States or its wholly owned agencies, or by a mutual
fund established under the authority of State law.
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29. (a) Net operating loss deduction-The "net operating loss
deduction" is the sum of the net operating loss carryovers and
carrybacks to the taxable year. (Section 172 (a).) A net oper-
ating loss may be carried back 3 years and carried over 5 years.
The net operating loss must first be carried to the earliest of the 8
taxable years to which it may be carried, then to the next earliest
year, etc. The portion of such loss which shall be carried to each
of the other 7 taxable years shall be the excess, if any, of the
amount of such loss over the sul of the taxable income for each
of the prior taxable years to which such 103S may be.carried.
(Section 172 (b).)

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

(a) No net operating loss deduction is allowed.

(b) The special deductions provided in section 242 (partially
tax-exempt interest) iLnd section 922 (Western Hemisphere trade
corporations) are not -allowed.

(c) The special deductions allowed by section 2
'
43 (dividends

received by corporations), section 244 (dividends received on cer-
tain pref

'
erred stock of public utilities), and section 245 (dividends

received from certain foreign corporations) are computed
without

regard to the 85-percent limitation provided in section 246 (b).
See section 1.172-2 of the regulations.

,d) Th cial deduction allowed by section 247 (dividends_ _n P
fe,

Paid _ c~
-red stcck of pub!d utilitiea) is computed

without re~% to ~e

P
.sions of subsection (a) (I) (B) of such

rov2section. (Section 172 (d).)

As stated, the net operating loss deduction is the sum of the
carryovers and carrybacks. However, the following modifications
must be taken into account in determining the taxable income

PAGE 5
for any year which must be subtracted from a net operating loss
to determine the portion of such loss which will still be available
to carry to a subsequent year:

(a) Ile special deductions provided in sections 242 (partially

t
tax-exempt interest) and 922 (Western Hemisphere trade corpora-
ions) are not.allowed.

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

If the corporation desires prompt adjustment for an overpay-
ment attributable to a net operating -loss carryback, an appli-
cation for a tentative adjustment should be filed on Form 1139
within 12 months after the close of the taxable year in which
the net operating loss is sustained. (Section 641 1.)

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

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

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

Attach a schedule showing.your computation.

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

32. Credits.-Enter all pa~,ments and credits except the credit
allowed for income taxes paid to a foreign. country or U.S. pos.
session (line 6, Tax Computation Schedule).

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

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

compensation, received as advances or reimbursements, and (2)amounts
paid by or for the corporation, for expenses incurred by

or on behalf of an officer including all amounts charged through
any type of credit card.

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

Column 7 of Schedule E is to be completed for your 25 highest
paid officeri. To determine the highest paid officers for this
purpose 0 allowances including expense account allov.-ances ar,
described above must be added to each officer's compensation.
Column 7 need not be completed for any officer for which the
combined amount is less than $10,000.

The information is to be submitted by each member 4 an
affiliated group which files a consolidated return.

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

SCHEDULE I-SPECIAL DEDUCTIONS
1. Partially tax-exempt interest.-Enter the amount received

as interest on obligations of the United States or on obligations
of corporations organized under Act of Congress which are
instrumentalities of the United States, but only if (1) such
interest is included in gross income; and .(2) such interest is
exempt from normal tax under the Act authorizing the issuance
of such obiwations. This duduction must be reduced by any
amortitable

bond
premium as pyovided in section 171.

2. Dividends-received deductions.-(a) Dividends received
from a domestic corporation.-Enter an amount equal to E15 per-
cent of the amount received as dividends (except 'dividends on
certain preferred stock of public utilities) from a domestic cor-
poration subject to income tam Amounts received as dividends
from mutual savings banks, cooperative banks, and. domestic build.
ing and loan associations and allowed as a ded~ction to such banks
or building and loan assomitions shall -not be treated as divi-
dends. In the case of dividends received from a regulated invest-
ment company, see section 854 regarding limitations on amount
deductible. Any dividend received from a real estate investment
trust which, for the taxable year of the trust in which the dividend
is paid, qualifies under sections 856-858 shall not be treated as a
dividend. For taxable years beginning after September 2, 1958,
a small business investment company operating under the Small
Business Investment Act of 1958 can take as a deduction an
amount equal to 100 percent of the dividends received.

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

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

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

.

3. Total dividends-received deductions.-In a- year in which a
net operating loss occurs, sections 172 (d) and 246 (b) provide
that the 85-percent limitation on the amount of these special
deductions shall not apply. In the case of a sroall business invest-
ment company, the dividends-received deduction of 100 percent ?e-
ported on line 3 is not subject to the overall 85-percent limitation.

4. Deduction for dividends paid on
I
ertami preferred stock of

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

o69--1e--77179-1
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5. Deductions for Westerri Hemisphere trade.corporations.-In
the case of a Western Hemisphere trade corporation, as defined in
section 921, there is allowed under section 922, a deduction equal
to 26.923 percent of the taxable income of such corporation com-

puted without regard-to the deduction provided in sectiOn'922.Under the provisions of section 172 (d), this special deduction is
not allowed in a year in which a net operating loss occurs.

TAX CONTUTATION INSTRUCMONS

1. Normal tax.-Section 11 provides a normal tax for taxable
years beginning before July 1, 1963, equal to 30 percent of taxT
able income. In the case of a taxable year beginning after June
30, 1963, the normal tax is equal to 25 percent of taxable income.

2. Surtax.-Section 11 provides a surtax equal to 22 percent
of the amount by which the taxable income (computed without
regard to the deduction, if any, provided in section'242 for par-
tially tax-exempt interest) exceeds $25,000.

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

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

part of
the tax computed on

the annual basis which the number of months in the ihort period
is of 12 months.

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

.
If a proper application is-filed, the taxpayer may elect to pay

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

I

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

5. Consolidated returns.-Section 150.3 providc's that the tax
imposed under section 11 (c) or section 831 shall be increased
for any taxable year for which an affiliated grinip of includible
corporations makes or is required to make a consolidated return
by 2 percent of the consolidated taxable income (computed with-
out regard to the deduction, if any, provided in section 242 for
partially tax-exempt interest). If the affiliated group includes
one or more Western Hemisphere trade corporations or one or
more regulated public utilities, the increase of 2 percent shall
be applied only on the amount by which the consolidated taxable
income of the affiliated group exceeds the portion (if any) of
the consolidated taxable income attributable to the Western
Hemisphere trade corporations and regulated public utilities in-
eluded in such group.

6. Insurance companies other than life or mutual._~_All insur~
ance companies (other than life or mutual insurance companies),
including mutual marine insurance companies and mutual fireinsurance companies exclusively issuing either perpetual policies
or policies for which the sole premium charged is a single deposit
are subject to the taxes imposed by section 11. The taxable
income of such insurance companies is defined in section 832 anddiffers from the taxable income of other corporations. This para-
graph does not apply to foreign insurance companies not carrying
on an insurance business within the United States. (Section831.)

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

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

Tax computation.-For the purpose of computing the first par-
tial tax, a mutual savings bank should use Form 1120, filling in
all applicable items (except lines 5 and 7) and schedules. The
first partial tax should be computed by using lines I to 5. For
the purpose of computing the second partial tax Form 1120L
should be used. The first partial tax should be added to the see-
?nd partial tax and the sum thereof entered on line 5 as the total
income tax. Subtract from line 5 the sum of any credits on line 6
and enter on line 7 the balance of income tax. Form 1120L
properly filled in should be attached to and made a part of Form
1120 and properly identified as an accompanying schedule. How-
ever, any Form 1120L so used need not be separately executed
under the penalty of perjury.

8. Credit for taxes.-If, in accordance with section 901, a credit
is claimed by a domestic corporation on line 6 (Tax Computa-
tion), page 3, on account of income, war profits and excess profits
taxes paid or accrued to a foreign country or a possession of the

nited States, Form 1118 should be submitted with the return.
In case credit is sought for taxes accrued but not paid, the District
Director may require a bond on Form 1117 as a condition prece-
dent to the allowance of the credit. For carrybacK and carryover
of a foreign tax credit, see sections 904 (d) and 904 (e).

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

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

11. Personal holding companies-Section 541 imposes a tax
upon the undistributed personal holding company income (as de-
fined in section 545) of corporations classified as personal holding
companies. Every personal holding company must file- a schedule
1120PH with its return on Form 11.20. -

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

o3q.-J&-47179-1
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FOR11118 STATEMENT IN SUPPORT OF CREDIT CLAIMED BY DOMESTIC CORPORATION FOR TAXES PAID OR ACCRUED TO
(Rev. December 1961) FOREIGN COUNTRIES OR POSSESSIONS OF THE UNITED STATES

U.S. Treasury Department For Calendar Year
Internal Revenue Service Or other taxable your beginning --------------------- I --------------- -------- 19 --------- and ending ---------------------------------------------- 19 ........

NAME ADDRESS (Number and street, city or town, postal zone number, State) EMPLOYER IDENTIFICATION NO.

SCHEDULE A.-It the per-country limitation is elected, fill in columns I through 14, line by line; use total line only for column I A. If the overall limitation is elected, fill in columns I through 6, line by line including total line; usetotal line only for columns 7 through '1 4.

L

I

(1) (2)

CREDIT CLAIMED FOR TAXES

(3)

TYPE

(4) (5)
TAXABLE INCOME

(OR LOSS)

(6)
TAXES PAIP ORjkCCRUED
(Affoch -ipt or

E

NAME OF FOREIGN COUNTRY OR U.S.
POSSESSION IMPOSING TAX

(Use a separate line for each) Date pcid Date a,,,..d
OF
TAX

STATUTE IMPOSING TAX
(Title, number, section, *k.)

(income from sourceswithout the U.S. less
allocable deductions)

M
In foreign currency

(b)
Conversion

of. In dollar.

A

C
D

E

F

G

H

K

M
L

TOTAL

E

(7)

TAX DEEMED TO HAVE
BEEN PAID (From column

1 1, schedule 9)
CARRYBACK OR CARRYOVER

(Attach schedule)

(9f

TOTAL FOREIGN TAXES
(Sum of columns 6c, 7,

end 8)

(10)

TOTAL,U.S. INCOME; TAX
REPORTED ON FORM 1120

(111

TAXABLE INCOME FROM
ALL SO RCESU

(Reported on Form I f 20)

(12)

COLUMN (5) DIVIDED
BY COLUMN (1 1)

(13)

LIMITATION
(Column (10) multiplierd

bycolum(12))

(14)

CREDIT
(Column (13) or column (9)

whichever is I...)

A

C
D

I
F

G

H

I

K

L

M

;9

FORM I I I S (R., Dce.b., 196 1)



SCHEDULE B.-Taxes paid Z)r accrued to a foreign country or a possession of the United States by (I) a related foreign corporation or (2) a related domestic corporation entitled to he benefits of section 93 1 or 941 (See

instructions).

(1)

AME OF RELATED FOREIGN
CORPORATION

(2)

YEAR
(See
It.)

(3)

INCORPORATED
UNDER THE LAWS

OF (Name of
country)

(4)

GAINS, PROFITS
ANDINCOME &
FOREIGN CORP.

FOR YEAR
FROM WHICH

DIVIDENDS WERE
PAID

(5)

FOREIGN TAX
PAID OR ACCRUED

ON GAINS,
PROFITS, AND

INCOME IN
COLUMN (4)

(Attach .C.ipt
or return)

(6)

ACCUMULATED
PROFITS

(Coju- (4)
minus

Column (3))

v)

DIVIDENDS PAID BY
RELATED FOREIGN

CORPORATION

(8)

FOREIGN

TAX PAID ON

ACCUMULATED

PROFITS

(Column (6)

Column (4)

X column (5))

(9)

TAX DEEMED
PAID BY

RELATED FOREIGN
CORPORATION

(Schedule C,
Col.- IT 1))

(101

TOTAL OF
COLUMN (8)

PLUS
COLUMN (9)

(11)

TAX DEEMED
TO HAVE
BEEN PAID
(Column (7)

cclurrm (6)
X -IV- (10)),

TOTAL

SCHEDULE C.-The follo-ing lines are for the computation of taxes deemed to have been paid by a related foreign corporation in respect of dividends from its foreign subsid ia ry -Column headings some as Schedule B.

U.S. GOVERNMENT PRINTING OFFICE f961 OF-590046 FORM I I 18 (Rev. December 1961)
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254 FORMS AND INSTRUCUONS, 1962

Instructions for Form 1118

(References are to the Internal Revenue Code)

GENERAL INSTRUCTIONS

A. Corporations required to file Form 11 18-Any domestic cor-
poration claiming a credit on Form 1120 for (1) the amount of any
income, war protits, and excess profits tax paid or accrued during
the taxable year to any foreign country or to any possession of the
United States and (2) the taxes deemed to have been paid under
section 902 must submit a Form 1118 with its corporation tax
return. (Reg. sec. 1.905-2.)

The term "income, war profits, and excess profits taxes" includes
a tax imposed by statute or decree by a foreign country or by a
possession of the U.S. if (1) such country or possession has in force
a general income tax law, (2) the corporation claiming the credit
would, in the absence of a specific provision applicable to the cor-
porcition, be subject to such general income tax, and (3) such
general income tax is not imposed upon the corporation thus subjectto

such substituted tax. (Reg. sec. 1.903-1 (a).)

B. Corporations to whom credit not allowed.-The credit is not
allowed to (1) a foreign corporation (882 (c) (4)); (2) a China Trade
Act corporation (942); (3) a domestic corporation entitled to the
benefits of the exemption provided by section 931 for income from
possessions of the United States (931 (g)); and (4) a regulated in-
vestment company which has exercised the election under section
853. (Reg. sec. 1.901-1.)

C. Taxes against which credit not allowed.-The credit for taxes
shall be allowed only against the normal tax and surtax for income
tax imposed by chapter 1 but shall not be allowed against the
following taxes: (1) the tax on accumulated earnings imposed by
section 531; (2) the personal holding company tax imposed by sec-
tion 541; and (3) the additional tax relating to war loss recoveries
imposed by section 1333. (Reg. sec. 1.901-1(f).)

D. Deduction denied 9 credit claimed.-If a corporation elects
with respect to any taxable year to claim a credit for taxes to any
extent, such election shall apply to income, war profits, and excess
profits taxes paid or accrued in such taxable year to all foreign
countries and possessions of the United States, and no portion of
any such taxes shall be allowed as a deduction from gross income

in such taxable year or any succeeding taxable year. (164(b)(6)

and Reg. sec. 1.901-1 (c).) Such election forany taxableyear may

by made or changed at any time prior to the expiration of the period

prescribed for making a claim for credit or refund of the tax im-

posed by chapter I for such taxable year. (Section 901.)

E. Method of reporting.-All amounts furnished on the form shall
be expressed in U.S. dollars except as provided in Schedule A,
column 6(a). In all instances where it is necessary to convert from
foreign currency attach a statement describing in reasonable detail
why and how the particular rate was determined.

F. Taxes of foreign corporation- (a) Domestic corporation
owning stock of a foreign corporation.-In the case of a
domestic corporation owning at least 10 percent of the voting stock
ofa foreign corporation from which it receives dividends in any tax-
able year, a proportionate amount of the taxes paid or accrued
by such foreign corporation are deemed to have been paid by the
domestic corporation for purposes of the foreign tax credit. (Section
902(a).) For computation of taxes deemed paid by the domestic
corporation, see Schedule B.

(b) Foreign corporation owning stock ofanother foreign
corporation.-If any foreign corporation in (a) above owns 50

percent or more of the voting stock of another foreign corporation
from which it receives dividends in any taxable year, it shall be
deemed to have paid a proportionate amount of the foreign taxes of
such foreign subsidiary. (Section 902(b).) For computation of taxes
deemed paid by a related foreign corporation, see Schedule C.

(c) Source of income of foreign subsidiaries and country

to which tax is deemed to have been paid.-For the purpose

of section 904(a), dividends of a foreign corporation (at least 10

percent of whose voting stock is owned by a domestic corporation)
shall be deemed to have been derived from sources within the for-
eign country or possession of the United States in which such foreign
corporation is incorporated, to the extent that under section 862(a)
(2) such dividends are treated as income from sources without
the United States. In addition, all income, war profits, and excess
profits taxes paid or deemed to have been paid by such foreign
corporation to any foreign country or possession of the United

Revised December 1961

, States shall be deemed to have been paid to the country or pos-
session under whose laws such foreign corporation is incorporated.
(Reg. sec. 1.902-1 (c).)

(d) Corporation treated as foreign.-The term "foreign cor.poration" as used above includes a domestic corporation entitledto the benefits of section 931 or 941. (Section 901 (0.)

G. Limitation on credit.
(1) Alternative limitations.
(a) Per-country limitation.-In case of any taxpayer whodoes not elect the overall limitation, the amount of the credit in---- t of the tax paid or accrued to any foreign country or pos s..7.k--c sesion of the United States shall not exceed the same proportion of the

tax against which such credit is taken which the taxpayer's taxable
income from sources within such country or possession (but not in
excess of the taxpayer's entire taxable income) bears to his entire
taxable income for the same taxable year. (Section 904(a) (1).)

(b) Overall limitation.-In the case of any taxpayer who
elects the overall limitation, the total amount of the credit in respect
of taxes paid or accrued to all foreign countries and possessions of
the United States shall not exceed the same proportion of the tax
against which such credit is taken which the taxpayer's taxable
income from sources without the United States (but not in excess of
the taxpayer's entire taxable income) bears to his entire taxable
income for the same taxable year. (Section 904(a) (2).)

(2) Election of overall limitation.
(a) In general.-A taxpayer may elect the overall limitation

for any year beginning after December 31, 1960. The election
shall remain in effect for all subsequent taxable years, except that
it may be revoked with the consent of the Commissioner with respect
to any taxable year.

(b) Election after revocation.-If a laxpayer has elected
the overall l4m"a`on and such election has been revoked, such
~;xpayer shall not be eligible to make a new election of the overall
limitation for any taxable year, unless the Commissioner consents to
such new election.

(c) Time of election and revocation.-An election with re-
spect to any taxable year may be made or, if made, may be revoked
at any time before the expiration of the period prescribed for
making a claim for credit or refund of U.S. income tax. imposed for
such taxable year.

H. When credit for taxes may be taken.-The credit may ordi-
narily be taken either in the return for the year in which the taxes
accrued or in which the taxes were paid, depending upon whether
the accounts of the corporation are kept and its returns filed upon
the accrual method or upon the cash receipts and disbursements
method. Section 905(Q) allows the corporation, at its option and
irrespective of the method of accounting employed in keeping its
books, to take such credit for taxes cis may be allowable in the
return for the year in which the taxes accrued. An election thus
made under section 905(a) must be followed in returns for all
subsequent years, and no portion of any such taxes accrued in a
year in which a credit is claimed will be allowed as a deduction
from gross income in any year. (Reg. sec. 1.905-1 (a).)

If, however, under the provisions of the regulations under section
46 1, an amount otherwise constituting gross income for the taxable
year from sources without the United States is, owing to monetary,
exchange, or other restrictions imposed by a foreign country, not
includible in gross income of the taxpayer for such year, the credit
for income taxes imposed by such foreign country with respect to
such amount shall be taken proportionately in any subsequent tax-
able year in which such amount or portion thereof is includible in
gross income. (Reg. sec. 1.905-1 (b) -)

1. Credit for taxes accrued but not paid.-In the case of a credit
sought for a tax accrued but not paid, the district director may.
as a condition precedent to the allowance of a credit, require a
bond, Form 1117, from the taxpayer. If such a bond is required,
it shall be in such sum as the Commissioner may prescribe and
shall be conditioned for the payment by the taxpayer of any amount
of tax found due upon any redetermination of the tax made neces-
sary by such credit proving incorrect, with such further conditions
as the district director may require. (Reg. sec. 1.905-4.)

Instructions 1118 (Rev. 12-61)
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SPECIFIC INSTRUCTIONS FOR SCHEDULES
SCHEDULE A

Column 2.-Both date of accrual of the tax and date of payment
(if paid) must be given.

Column 3-Enter type of tax (income, war profits, or excess
profits) .

Column 4.-Statute imposing tax should be named fully and
clearly so as to be easily identified.

Column 5-Taxable income or loss from foreign sources or
possessions of the United States shall be stated in U.S. dollars. In-
clude all income taxable (or losses allowable) by the U.S. whether
or not taxable (or allowable) by the foreign country or U.S. pos-
session. Computation of taxable income from sources without
the United States must be made in accordance with sections 861
through 864. If the overall limitation is elected, all incoi~e from
sources without the United States is taken into account. Thus in-
come which is from sources without the United States but not from
,sources within an f reig country or possession of the United StatesgK o n
(for example, hi seas income) is not taken into account under the
Fer-country limitation but is taken into account under the overall
imitation. Where such income is taken into account it should be

properly identified and shown on the schedule. For special rule
for gross income from sources without the United States in case of
dividends from a foreign corporation 50 percent or more of whose
gross income is received from sources within the United States, see
section 1.861-3(a)(2) of the Regulations. For special rule for cer-
tain wholly owned foreign corporations, see section 902(d).

Column 6-Include tax withheld at source on dividends and
other tax paid or accrued exclusive of tax deemed to have been paid
or accrued by a related foreign corporation as shown in Column 7.

Column 6(a).-State the amount in the currency of the foreign
country - (e.g., pounds, francs, marks).

Column 6(b).--Give the rate of exchange used and attach a
statement describing in reasonable detail why and how this particu-
lar rate was determined.

Column 7.-If per-country limitation is elected, enter the tax
deemed to have been paid to the individual foreign country or U

.
S.

possession from Schedule B. If the overall limitation is elected
enter on the total line the total tax deemed to have been paid to ali
foreign countries and/or U.S. possessions from Schedule B.

Column B.-Atioch separate schedule showing computation of
carryback or carryover. If the per-country limitation has been
elected, a separate computation and entry will be necessary for each
country. If the overall limitation is elected, enter the total carryback
or carryover on ~he total line.

For taxable years beginning after December 31, 1957, taxes paid
or accrued to any foreign country or United States possession which
are in excess of the applicable limitation may be carried back 2
years and carried forward 5 years. The excess amount must first
be applied to the earliest of the 7 taxable years to which it maybe
carried, then to the next earliest year, etc., except that no carryback
can be made to any taxable year beginning before January 1,
1958. Such excess may not be carried from a per-country year to
an overall year or from an overall year to

a
per-country year.

However, where a taxpayer has elected to change the method of
computing the limitation, the year in which the alternative method
has been used is counted in determining the available years of
carryback or carryover.

Where the corporation has used a deduction instead of a credit
in any taxable year to which the carryback or carryover is car-
ried, the carryback or carryover is to be considered used in such
year in the some manner as though the corporation had claimed
the tax credit, instead of a deduction, but no credit is allowed for
the amount so used.

Column 9-11 the per-country limitation is elected, then Columns
6(c), 7, and 8 must be totaled across line by line. If the overall
limitation is elected, use only total line.

Column 10.-If the per-country limitation is elected, enter on
each line for each country for which the credit is claimed the total
U.S. income tax reported on Form 11 20. If the overall limitation is
elected, enter such amount on the total line only.

Column I l.-If the per-country limitation is elected, enter on
each line for each country for which the credit is claimed the
taxable income from all sources as reported on Form 1120. If the
overall limitation is elected, enter such amount on the total line only.

Column 12-If the per-country limitation is elected, the ratio
of foreign income (Column 5) to taxable income from all sources
(Column 11) must be computed for each country. If the overall
limitation is elected, the ratio is computed on the total line only. How-
ever, in computing such ratio the numerator shall not exceed the
denominator. See General Instruction G.

Column 13-If the per-country limitation is elected, the limita-
tion must be computed for each country. If the overall limitation
is elected, the limitation is computed on the total line only. For
special rule for application of foreign tax credit when overall
limitation applies with respect to a consolidated return if the affili-
ated group includes a Western Hemisphere trade corporation, see
section 1503(d).

Column 14.-If the per-country limitation is elected, enter
for each country the amount in Column 9 or Column 13 whiclever
is less. The foreign tax credit to be claimed on Form 1120 will be
the total of the individual credits in Column 14. If the overall
limitation is el4cted enter on the total line the amount in Column 9
or Column 13 whichever is less. This is your foreign tax credit to
be claimed on Form 11 20.

SCHEDULE B
Column 2.-If dividends are paid from the gains, profits and

income of more than 1 year then the tax deemed to have been paidby the domestic corporation must be computed and shown on a
separate line for each year.

Coluinn 4-The gains, profits and income to be entered is
determined by the gains, profits and income from all sources what-
soever, whether subjected to foreign tax, for the year from which the
dividends (Column 7) were paid. Include all dividends received
from a foreign subsidiary of therelated foreigncorporation. inmak-
ing such determination, all dividends which are paid in the first 60
days of any year shall be treated as having been paid from the
gains, profits and income of the preceding year, and in other re-
spects such dividends shall be treated as having been paid from the
most recent gains, profits and income. The conversions to dollars
must be made at the same exchange rate as that used for dividends
in Column 7.

Column 5.-Enter the amount of foreign tax paid on the amount
of gains, profits and income entered in Column 4.

Column 7.-Enter the amount of dividends paid by the related
foreign corporations to the domestic corporation.

Column 9-Enter the amount from Schedule C, Column 11.
Column I I.-If the per-country limitation is elected, the amount
n'w ich has been entered in this column should be carried to Schedule

A, Column 7 and entered on line with the country or United States
possession in respect of which a credit is claimed. If the overall
limitation is elected, the total taxes deemed to have been paid should
be entered on the total line of Schedule A, Column 7.

SCHEDULE C
If a foreign corporation in Schedule B owns 50 percent or more of

the votin~ stock of another foreign corporation from which it receives
dividends, then Schedule C must be filled in to determine the amount
of tax deemed to have been paid by the foreign corporation.

Columns I through 6-Same instructions as Schedule B.
Column 7.-Enter the amount of dividends paid b the subsidi-

ary of the related foreign corporation to the re ted foreign:)To
corporation.

Column 10.-Carryover amount from Column 8.
Column I I--Carry amount of tax deemed to have been paid to

Schedule B, Column 9 on line with controlling foreign corporation.
If dividends are paid from the gains, profits and income of more
than I year, then the tax deemed to have been paid by the related
corporation must be computed separately for each year.

255
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256 FORMS AND INSTRUC-nONS, 1962

roRm 2952 INFORMATION RETURN BY A DOMESTIC CORPORATION
WITH RESPECT TO CONTROLLED FOREIGN CORPORATIONS To

Be Filed
(R~. Feb. 1962) in Duplicate

U.S. Treasury Department (Under Section 6038 of the Internal Revenue Code)
Internal Revenue Ser~ice For Calendar Year 19------

or other taubla year beginning ------------------------- 19 ------- and ending ---------------------------- 19 ------

Name of domestic co;9ration Employer Identification No.

Address

The following information must Ise su6mitted on a separate Form 2952 for each Controlled Foreign Corporation anif for each-
Foreign Suihsidiary of a Controlled Foreign Corporation (See instructions)

1. Name of foreign corporation or its foreign subsidiary

2. Address

3. Indicate whether this return is filed with respect to: 4. If this return is filed with respect to a Foreign Subsidiary, give
C] (a) Controlled Foreign Corporation or

name and address of Controlling Foreign Corporation

(b) Its Foreign Subsidiary

S. Principal place of business 6. Principal business activity and Code No. (See page 8, Form 11 20
instructions)

7. Date of incorporation 8. Country under whose laws incorporated

(b) Number of shares of each class outstanding-
9. (a) Description of each class of stock

at the beginning of the annual at the end of the annual acmuntinq
accounting period period

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

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

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

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

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

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

------------------------------------------
--------------------------------I----------

10. The following information must be submitted for each citizen or resident of the United States and each domestic corporation who is a share-
holder of record owning at any time during the annual accounting period 5 percent or more in value of any class of outstanding stock
(If more space is needed attach a supplemental schedule):

(a) NAME OF SHAREHOLDER (b) ADDRESS X0 CLASS OF STOCK (d) NUMBER OF SHARES HELD

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

----------------------------------------- : ----------- -----

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

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

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

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

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

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

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

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

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

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

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

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

---------------------------- I

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

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

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

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

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

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

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

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

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

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

------------- ~M~~M~W~~

Form 2952 (Rev. 2-62)
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11. (a) Gross receipts (b) Net profits before taxes (c) Foreign income taxes

1$ $ $

12. *Enter a summary showing the total amount of each of the following types of transactions which took place during the annual accounting
period, with the domestic corporation or any shareholder of the domestic corporation owning 10 percent or more of the value of any
class of stock outstanding of th6 domestic corporation (attach additional sheets if necessary):

Domestic Corporation 10 percent or more
shareholder

(a) Sales of stock in trade .................................... ...... $------------------------------------ $------------------------------------
(b) Purchases of stock in trade .............................. ...... $ ------------------------------------ $ ------------------------------------

(c) Purchases of depreciable property ......................... ...... $ ------------------------------------ $ ------------------------------------
(d) Compensation paid for the rendition of technical, managerial ,

engineering, construction, scientific, or like services ....... ...... $ ------------------------------------ $ ------------------------------------
(e) Compensation received for the rendition of technical, managerial,

engineering, construction, scientific, or like services ......... ...... $------------------------------------- $------------------------------
(f) Commissions paid ....................................... ...... $ ------------------------------------ $------------------------------------
(9) Commissions received ................................... ...... $------------------------------------ 3------------------------------------
(h) Rents and royalties paid .................................. ....... $------------------------------------ $------------------------------------
W Rents and royalties received ............................. ...... $------------------------------------ $------------------------------------
0) Amounts loaned (other than open accounts which arise and

are collected in the ordinary course of business) ........... $----- ------------------------------ $----------------- ------------------
W Amounts borrowed (other than open accounts which ariqe and

are collected in the ordinary course of business) ........... ...... $------------------------------------ $------------------------------------
(1) Dividends paid ......................................... ...... $ ------------------------------------ $------------------------------------

(m) Dividends received ...................................... ...... $ ------------------------------------ $------------------------------------
(n) Interest paid ........................................... ...... $ ------------------------------------ $------------------------------------

(0) Interest received ........................................ ...... $ ------------------------------------ $ ------------------------------------
(p) Premiums received for insurance or reinsurance ............. ...... $ -------------- -------------- $ -----------------------------

*If the domestic corporation is a bank, as described in section between a controlled foreign corporation or a foreign subsidiary
581, or is controlled within the meaning of section 368(c) bya bank,

ti s"th t "t h ll t t ti ith
and the domestic corporation or a i 0
d l f h ll

percent shareholder and with-
d b done erm rainsac s a no , as o a corpora on w respect

to which a return is filed, include banking transa-ctions entered into
rawa s rom suc accounts sha b

of-month balances.
e summarize y reporting en -

on behalf of customers; in any event, however, deposits in account.

13. Financial Statements. The following information with respect (b) A balance sheet as of the end of the annual accounting
to each controlled foreign corporation and each foreign sub- period of the corporation showing-
sidiarK shall be attached to and filed as part of this return, (1) The corporation's assets,8
and all be prepared in conformity with generally accepted
accounting principles, and in such form and detail as is cus-

'

(2) The corporation's liabilities,
(3) The corporation's net worth;tomary for the corporation s accounting records: (c) An analysis of Changes in the corporation's surplus accounts

(a) A statement of the corporation's profit and loss 'for the during the annual accounting period including both
annual accounting period; opening and closing balances.

14. Exchange rote used -------------------------------------------------------------------------------- (if more than one rate is used, attach statement.)

INSTRU CTIONS
REQUIREMENT OF RETURN.-For taxable years beginning after METHOD OF REPORTING.-All amounts furnished in this return
December 31, 1960, every domestic corporation shall make a shall be expressed in United States dollars.
separate annual information return on Form 2952, in duplicate,
with respect to each controlled foreign corporation and each foreign
subsidiary for the annual accounting period of each such controlled TIME AND PLACE FOR FILING RETURN.-Returns on Form 2952

shall be filed with the domestic corporation's income tax return onforeign corporation or foreign subsidiary beginning after December
31 1960. or before the fifteenth day of the third month following the close of

', such corporation s taxable year. An application by a domestic
CONTROL.-A domestic corporation shall be deemed to be in corporation for an extension of time for filing a return of income
control of a foreign corporation if at any time during its taxable shall also be considered as an application for an extension of time
year it owns more than 50 percent of the voting stock of such foreign for filing returns on Form 2952.
corporation.
FOREIGN SUBSIDIARY.-A foreign corporation more than 50 per- PENALTIES.-The information required by section 6038 of the Code
cent of the voting stock of which is owned by a controlled foreign must be furnished even though there are no foreigr taxes which
~crffccitfion at any time during the annual accounting period Of would be reduced. For criminal penalties for

f
lure to file a

return and filin a false or fraudulent ret rn see sections 7203
n,C .
trolled foreign corporation shall be considered a foreign ,g u ,

subsidiary. 7206, and 7207 of the Code.

PERIOD COVERED BY RETURN.-
(1) Controlled Foreign Corporation. The information with EFFECT ON TAX CREDIT.-Failure to furnish any information

required by section 6038 will result in a 10 percent reduction in therespect to a controlled foreign corporation shall be furnished
for its annual accounting period ending with or within the

foreign taxes of all controlled foreign corporations and their foreign
domestic corporation's taxable year.

subsidiaries which are taken into account when figuring the credit
under section 902. If such failure continues for 90 days or more

(2) Foreign Su6sidiary. The information with respect to a
foreign subsidiar 'sshall be furnished for such subsidiar

after written notice by the District Director, these taxes are further
d d dditi l 5 t f h 3 th i d 'f tiy

yannual accountingperiod ending with or within the controlled
re uce an a ona percen or eac -mon per o or rac on
thereof, during which such failure continues after the expiration of

foreign corporation s annual accounting period. the 90-day period.

U.S. GOVERNKDfr MUTING OFFICE: 1962-0-~ rorrn 2952 (Rev. 2-62)



Accounting periods, 1, 57, 240
Controlled foreign corporations, 66 -67,

240
Accounting principles, 66-67, 81-83, 232,

239
Accumulated profits, 223, 231
Active corporation returns, all, 55-58,

68, 223
Africa:

Domestic corporations, 9, 23-30, 51
Foreign corporations, 77-78, 80,

121-206
Algeria, 50, 130
American Samoa, 50, 130
Argentina:

Domestic corporations, 9, 30, 51
Foreign corporations, 71, 75, 79, 82,
130-140, 194-205

Asia:
Domestic corporations, 9, 11, 23-30,

51
Foreign corporations, 77-78, 80,
121-206

Assets, total, 7-9, 16-5i, 56-58, 60,
67-70, 75-80, 82-194, 209-217, 221,
232

Definition, 232
Domestic corporations:

Controlling foreign corporations,
67-69, 84-91

Asset-size class, 68, 88-91
Importance of large corporations,

7-9, 57-58, 67, 69, 211
Owning foreign stock, 57-58, 60
Western Hemisphere trade corpora-
tions returns, 209-217, 221

Asset-size class, 209-211, 216,
221

With foreign tax credit, 7, 16-22,
56

With Form 1118, 7-9, 16-51, 56
Asset-size class, 20, 25, 51, 56

Foreign corporations, 68-70, 75-80,
82-194

By asset-size class (domestic),
68-70, 88-91

By asset-size class (foreign),
78-80, 91-92, 112, 194

Importance of large corporations,
68, 72, 75, 78-80

Limitations of the data, 82-83
Australia:

Domestic corporations, 3, 9, 13, 30,
51

Foreign corporations, 3, 68, 70-71,
74-75, 77, 79-80, 130-140, 194-205,
232

Tax treaty with, 230
kustria, 50, 130-140, 194-205, 230

Bahamas:
Domestic corporations, 30, 51
Foreign corporations, 68, 71-73,

78-79, 82, 130-140, 194-205
Belgium:

Domestic corporations, 9, 30, 51
Foreign corporations, 71-72, 78-79,
882 83, 130-8 -140, 194-205

Tax treaty with, 230
Bermuda:

Domestic corporations, 30, 51
Foreign corporations, 73, 82, 130-140,

194-205
Bolivia, 50, 130-140, 194-203
Branch operations, 3, 11-13, 227-228

Exclusion of, 72
Source of income rule, 227-228

Brazil:
Domestic corporations, 9, 30, 51
Foreign corporations, 68, 70-72,

74-75, 79, 82-83, 130-140, 194-205
Brunei, 50, 130
Burma, 50, 130
Business receipts (see also Gross
receipts), 68, 84, 90

Definition, 223

Canada:
Domestic corporations, 3, 8-13,

23-30, 51, 207, 230
Foreign corporations, 3, 66, 68, 70-80,

82, 121-206
Tax treaty with, 230

Carryover (carryback), 6-7, 13-15, 16-22,
26, 208, 212-217, 223-224, 228

Definition, 223-224
Caribbean countries, 130
Central America, 130
Chile:

Domestic corporations, 8-13, 30, 51
Foreign corporations, 75, 82-83,

130-140, 194-203
China Trade Act Corporations, exclusion

of, 5, 227
Colombia, 9, 30, 51, 130-140, 194-205
Common Market Countries, 130
Congo (Leopoldville), 50, 130-140,

194-203, 230
Consolidated returns:

Definition, 224
Exclusion of foreign subsidiaries, 67
Western Hemisphere trade corporation
returns, 209-217, 240

Controlled Foreign Corporations, 1-3,
57-59, 65-206, 224-225, 227-228, 230,
238-240

Classification of statistics, 1, 66
Definition, 57, 66, 224

Section 9

Index

Controlled Foreign Corporations - -Con.

Domestic corporations controlling:
Accounting periods, 66
Assets, total, 67-69, 84-91

By asset-size class, 68, 88-91
Business receipts, 68, 84, 90, 223
Characteristics of, 68-70
Dividends received, 58, 67-68, 81,

84, 90
Exclusion of foreign branch activity,
72

Filing requirements, 66
Foreign tax credit, 84, 90
Importance of large corporations,

67, 69
Ratio of foreign to domestic corpora-

tions, 67, 69
U. S. income tax before credits, 68,

84, 90
Foreign corporations:

Accounting periods, 66
Accounting principles, 66-67, 81-83,

232
Area of incorporation, 77-80, 121,

167, 206
Assets, total, 68-70, 75-80, 82-194

By asset-size class (domestic),
68 -70, 88-91

By asset-size class (foreign),
.
78-80, §1-92, 112, 194

Country of incorporation, 3, 68,
70-80, 83, 130-140, 194-205, 228

Dividends paid to domestic corpora-
tions, 3, 58, 67-72, 78-79, 81, 84,
90, 92, 110-112, 130-194, 225-226,
239

Filing requirements, 66
Foreign income taxes, 68, 70-73,

78-79, 82, 84, 90; 92, 110-112,
130-205, 224, 227

Gross receipts, 68, 81, 84,
92-112, 130, 194, 228 -

Importance of large corporations,
68, 72, 75, 78-80

Inactive corporations, 66, 206, 228
Industrial activity, 2-3, 68, 73-77,

83, 229
By industrial group and division,

101-112, 140-167
Cross-classified by domestic
corporation activity, 75-77, 101

Net profit (or loss) before taxes,
2-3, 68-79, 82, 84, 90, 92-112,
130-205, 230, 239

Net profit, with and without, 90
Principal place of business, 72-73,

203-205
Summary (highlights), 67-68
Tier of ownership, 66, 68-71

84-88, 91, 110, 130, 205

259
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Controlled Foreign Corporations - -Con.
Foreign corporations - -Continued

Year of incorporation, 77-78, 83,
121, 136, 167, 206

Limitations of the data, 73, 80-83,
238-240

Corporation Returns with Foreign Corpora-
tion Stock, 1, 57-60

By asset-size class, 57-58
By industrial activity, 58, 60
Classification of statistics, I
Importance of large corporations, 57-58
Limitations of the data, 59

Costa Rica, 50, 130-140, 194-203
Country of foreign activity. (See
Geographic data and name of country.)

Country not stated or not allocable and
other income from outside the United
States, 9, 23-30, 51, 121-203, 206, 228

Creditable foreign taxes. (See Taxes,
foreign.)

Cuba, 30, 51, 130
Cyprus, 230

D
Deduction for foreign taxes, 5, 14, 225
Deemed paid taxes. (See Taxes, foreign

and Taxes deemed paid.)
Denmark, 30, 51, 82-83, 130-140,

194-203, 230.
Depletion allowance, 12, 75, 227, 239
Direct foreign taxes. (See Taxes,
foreign and Taxes paid or accrued.)

Dividends, 3, 6, io-n, 14, 16-60, 67-72,
78-79, 81, 84, 90, 92, 110-112, 130-194,
212-217, 225-228, 239

.Definition, 225-226
Domestic corporations, received by:

Controlling foreign corporations,
68-69, 84, 90

Owning foreign stock, 57 -60, 68
Western Hemisphere trade corpora-

tion returns, 212-217
With foreign tax credit, 16-22,

55-56
With Form 1118, 6, 11, 14, 16-51,

58-59
Withholding tax on, 6, 10-11,

59, 73, 225
Foreign corporations, paid by, 3, 58,

67-72, 78-79, 84, 90, 92, 110-112,
130-194, 239

Source of income rule, 227-228,
239-240

Dominican Republic, 30, 51, 130-140,
194-203

East Africa, 130
Ecuador, 50, 130
Edge Act, 227
Egypt, 50, 130-140, 194-203
El Salvador, 50
Europe:

Domestic corporations, 23-30, 51
Foreign corporations, 77-80, 121-206

INDEX

Exchange rate, use of, 67
Exclusions from:

Foreign tax credit, 5, 226
Western Hemisphere trade corporation
deduction, 208

F
Finland, 50, 130-140, 194-203, 230
Foreign corporation stock. (See Corpora-
tion Returns with Foreign Corporation
Stock. )

Foreign earnings, 3, 239
Foreign Tax Credit, 1, 5-56, 58-60, 84,
90, 210-221, 223-228, 230, 239, 240

Amountclaimed, 7, 11, 13, 16-22, 26,
55-56, 58-60, 84, 90, 210-221

By area or country, 23-26
By asset -size class, 7-9, 20, 25, 51,

56, 60, 90, 211, 216, 221
Bycountry, 8-13, 15, 30-51
By net income-size class, 7-8, 21
Carryover (carryback), use of, 6 -7,

13, 16-22, 26, 212-217, 226
Claimed by domestic corporations:

Controlling foreign corporations,
84, 90

Owning foreign stock, 58-60
Western Hemisphere trade corpora-
tion returns, 210-221

With foreign tax credit, 7, 16-22,
55-56

With Form 1118, 11, 13, 16-22, 26,
55-56

Classification of statistics, I
Computation of, 6-7, 225
Definition, 51 226
Foreign taxes, 5-56, 58-59, 224-225,
227, 231-232

Historical data, 7, 55-56
Importance of large corporations, 7-9
Industrial activity:

Industrial division only, 11, 23, 26,
55, 90, 209, 219

Industrial group and division, 10-13,
15, 16, 30, 60, 84, 210-212

Limitations on credit, 6-7, 13, 225
Limitations of the data, 14-15
Overall and per-country limitation

methods, 6-7, 13, 26
Role of branches and subsidiaries,

11-13
Tax rates, 9-10
Taxable income from foreign sources,

2-3, 7-56, 212-217, 227-228, 230,
239

Timing of, 227
Foreign taxable income. (See Taxable
income from foreign sources.)

Foreign taxes. (See Taxes, foreign.)
Forms of operation, 11-13, 227
Form 1120:

Facsimile, "U. S. Corporation Income
Tax Return, " 241-244

Instructions, 245-251
Form 1118:

Definition, 227

Form 1118--Continued
Facsimile, "Statement in Support of
Credit Claimed by Domestic Corpora-
tion for Taxes Paid or Accrued to
Foreign Countries or Possessions of
the United States, " 252-253

Instructions, 254-255
Form 2952-

Definition, 66, 227
Facsimile, 'Information Return by a
Domestic Corporation with Respect to
Controlled Foreign Corporations,
256-257

Instructions, 257
France:

Domestic corporations, 3, 9, 30, 51
Foreign corporations, 3, 68, 70-71,

74-75, 77, 79, 82-83, 130-140,
194-205

Tax treaty with, 230

Geographic data:
Area data (see also Country data be-
low):

Domestic corporations, 23-26
Foreign corporations, 77-80, 121,

167, 206
By asset-size class, 77-80
By industrial activity, 77, 121,

167
By year of incorporation, 78,

121, 167, 206
Inactive corporations, 206

Country data (see also name of
country):

Domestic corporations, 3, 7-13, 15,
30-51, 227-228

By asset-size class, 51
By industrial activity, 3, 10-11,
30_50

Foreign income taxes, 8-13,
30-51

Taxable income from foreign
sources, 3, 8-11, 13-14, 30-51

Foreign corporations, 3, 68, 70-80,
83, 130-140, 194-205, 227-228

By asset-size class, 78-80, 194

By country of incorporation,

70-73, 130-140, 194-205
By industrial activity, 73-76,

140
By principal place of business,

72-73, 203-205
By tier of ownership, 70-71,

205
By year of incorporation, 77~78,

136
Dividends paid, 3, 68, 70-72,

130-140, 194
Foreign income taxes, 68, 70-73,

130-140, 194-205
Net profit before taxes, 3, 68,

70-77, 130-140, 194-205

Tax rates, 71-73, 82, 203-205
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Geographic data-Continued
Definition, 227-228
Limitations of the data, 15, 83, 239-240
Relationship of domestic to foreign
corporations, 240

Ghana:
Domestic corporations, 50
Foreign corporations, 73, 130-140,

194-205
Greece, 50, 130-140, 194-203, 230
Gross receipts (see also Business re-
ceipts), 68, 81, 84, 92-112, 130, 194,
228

By tier of ownership, 84, 110, 130
Definition, 228

Guam, 50, 130
Guatemala, 50, 130-140, 194-203

H

Haiti, 30, 51, 130
Historical summaries:

Corporations claiming foreign tax
credit, 2, 7, 55-56

Western Hemisphere trade corporations,
208-210, 219-221

Home office expense, allocation of, 14
Honduras, 30, 51, 130-140, 194-203, 230
HongKong, 50, 130-140, 194-205

Inactive corporations, 66, 206, 223, 228,
235

Income from sale of property, 227-228
Income, source rules, 8-9, 15, 208,
227-228, 239

Income subject to U. S. tax (see also Net
income), 11, 16-51; 212-217, 228-229

Income year, 229
Income tax. (See Tax, United States in-
come and Taxes, foreign.)

Indirect foreign taxes. (See Taxes,
foreign and Taxes deemed paid.)

India, 9, 30, 51, 130-140, 194-203
Indonesia, 30, 51, 130-140, 194-203
Industry data:

Definition, 229
Domestic corporations, 2-3, 10-i3

15-16, 23, 26, 30, 55, 57-58, 60,
68-70, 75-77, 83-90, 92-101, 121,
206, 209-212, 219

Controlling foreign corporations:
By industrial division only, 68,

90, 206
By industrial group and division,

69-70, 75-77, 84-88, 92-101,
121

Owning foreign stock, 57-58, 60
Western Hemisphere trade corpora-
tion returns:

By industrial division only, 209,
219

By industrial group and division,
210-212

With foreign tax credit, 16
With Form 1118:

By industrial division only, 2, 11,
13, 23, 26, 55

By industrial group and division,
10-13, 16, 30

INDEX

Industry data--Continued
Foreign corporations:

By industrial division only, 2, 68,
76-77

By industrial group and division, 70,
73-76, 101-112, 140-167

Limitations of the data, 10-11, 15, 83,
211, 229, 240

Relationship between domestic and
foreign corporations, 10-11, 15, 70,
75-77, 240

Interest, 15, 227-228, 240
Western Hemisphere trade corporation
returns, 208

Investment credit, 16-22, 212-217, 229
Iran:

Domestic corporations, 3, 8-13, 15,
30, 51, 240

Foreign corporations, 3, 75, 130-140,
194-203

Iraq:
Domestic corporations, 9, 30, 51
Foreign corporations, 70-71, 74, 78,
130-140, 194-203

Ireland, 50, 130-140, 194-203, 230
Israel, 30, 51, 130-140, 194-203
Italy:

Domestic corporations, 9, 30, 51
Foreign corporations, 71, 75, 78-79,

83, 130-140, 194-205
Tax treaty with, 230

i

Jamaica, 8-9, 30, 51, 130-140, 194-205,
228, 230

Japan:
Domestic corporations, 8-10, 30, 51
Foreign corporations, 82, 130-140,

194-203
Tax treaty with, 230

Kuwait:
Domestic corporations, 3, 8-13, 15,

30, 51, 240
Foreign corporations, 3, 71, 73, 75,

78, 130-140, 194-205

L
Labor, compensation for, 227-228
Latin America:

Domestic corporations, 8-9, 23-30,
51, 228

Foreign corporations, 77-78, 80,
121-206

Liberia:
Domestic corporations, 9, 30, 51
Foreign corporations, 68, 72-73, 76,
78-79, 82, 130-140, 194-205

Liechtenstein, 50, 82, 130-140, 194-203
Limitations of the data. (See Sample,
description of and limitations of data.

Luxembourg, 50, 130
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M
Malaya, 50, 130-140, 194-203
Mexico:

Domestic corporations, 9, 30, 51, 83,
207, 227

Foreign corporations, 71, 73, 75, 77,
79, 82-83, 130-140, 194-205

Middle East, 8, 73, 130
Monaco, 50, 130
Morocco, 50, 130

N
Net deficit, 60, 84, 208, 212-217, 229-230
Net income:

Active corporations, all, 55-57, 68
Corporations with foreign stock, 57, 60
Definition, 229-230
Domestic corporations controlling
foreign corporations, 68, 84, 90

Returns with foreign tax credit, 16-22,
55-56

Returns with Form 1118, 16~56
By income-size class, 7-8, 21

Western Hemisphere trade corpora-
tions, 210, 212-221

By income-size class, 217
Net loss, 78, 84, 90, 92-112, 130-205,

230
Net profit:

After taxes, 71
Before taxes, 2-3, 68-79, 82, 84, 90,

92-112, 130-205, 280, 239
By asset-size class, 78-79, 90, 92,

~ 112, 194
By area or country of incorporation,

3, 68, 70-77, 130-205
By industrial activity, 2-3, 73-76,

84, 90, 92-112, 140-167
By principal place of business,

72-73, 203-205
By tier of ownership, 70-71, 84, 110,

130, 205
By year of incorporation, 77, 136,

167
Definition, 230
Exclusion f rom U. S. income tax,

227
Importance of large corporations,
68, 72, 75, 78-79

Limitations of the data, 71, 82, 239
Foreign operations, 15
Taxes as percent of, 70-73, 82,

203-205
Netherlands:

Domestic corporations, 9, 13, 30, 51
Foreign corporations, 71-72, 75, 79,

81, 83, 130-140, 194-205
Tax treaty with, 230

Netherlands Antilles, 51, 73, 130-140,
194-205, 230

New Zealand, 50, 51, 130-140, 194-203,
230

Nicaragua, 50, 130
Nigeria, 50, 130-140t 194-203, 230
North Borneo, 50, 130
North and Central Asia, 130
Norway, 50, 130-140, 194-203, 230
Nyasaland, 50, 130-140, 194-205
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0
Overall limitation. (See Foreign tax
credit- -Limitations on credit.)

Overseas Trade Corporations, 82
Oceania:

Domestic corporations, 9, 23-30, 51
Foreign corporations, 77-78, 80,

121-203, 206
Other British West Indies, 30, 51, 130 -140,

194-203, 228
Other Western Hemisphere:

Domestic corporations, 8-9, 23-30, 51
Foreign corporations, 77-78, 80t

121-206, 228

P

Paid or accrued taxes. (See Taxes,
f* re-' an' To ign d I axes paid or accrued.

Pakistan, 50, 130-140, 194-203, 230
Panama:

Domestic corporations, 3, 9-10, 30, 51
Foreign corporations, 3, 68, 70-73, 76,
78-79, 82, 130-140, 194-205

Panama Canal Zone, 50, 130
Paraguay, 50, 130
Per-country limitation. (See Foreigntax
credit- -Limitations on credit.)

Permanent establishment, 72, 230
Peru, 9, 30, 51, 83, 130-140, 194-205
Philippines, 9, 30, 51, 130-140, 194-203
Portfolio investment, 15, 57, 228, 240
Portugal, 30, 51, 130-140, 194-203
Puerto Rico, 30, 51, 73, 82, 130-140,
194-205

Puerto Rico and U. S. Possessions, 9,
23-50, 51, 66, 121-203, 206

R
Regulated investment companies, 5
Related foreign corporations, 6, 16-51,

57-58, 228, _230, 239
Computation of taxes deemed paid, 231
Definition, 230-231
Importance of dividends from, 58

Rental income, 227-228
Resident foreign corporations, 57, 236
Returns with foreign tax credit, definition
of, 230

Rhodesia, 50, 130-140, 194-205
Royalty income, 15, 58-59, 225-228, 240
Rwanda, 230

S

Sample, description of and limitations of
the data:

Limitations of the data:
Overall, 237-240

Controlled Foreign Corpora-
tions, 73, 80-83

Corporations with Foreign Stock,
59

Foreign Tax Credit, 14-15
Western Hemisphere Trade
Corporation Returns, 211

Sample:
All domestic corporations, 235 -236
Returns with foreign operations,

236-237

INDEX

Sampling variability, 237-238
Sarawak, 50, 130
Saudi-Arabia:

Domestic corporations, 3, 8-13, 30,
51

Foreign corporations, 3, 73, 75, 130,
205

Sierra Leone, 230
Singapore, 50, 130
Small Business Corporations, exclusion of,

57, 236
South America, 130
South Asia, 130
Southeast Asia, 130
South Korea, 50, 130
Spain, 30, 51, 82, 130-140, 194-203 -
Subsidiaries, role of. (See Forms of
operation.)

Sweden, 30, 51, 81-83, 130-140, 194-203,
230

Switzerland:
Domestic corporations, 30, 51
Foreign corporations, 68, 70-74, 76,

78-79, 82, 130-140, 194-205
Tax treaty with, 230

T -
Taiwan, 50, 130-140, 194-203
Tangier, 50
Tax rates, 9-10, 70-73, 82, 203-205
Tax treaties, 6, 11, 15, 72

Countries with, 230
Tax, United States income:

After foreign tax credit, 22
After foreign tax credit and investment
credit, 22

After investment credit, 212-217
Before credits:

By income tax-size class, 22
Active corporations, 68
Corporations with foreign stock, 60
Domestic corporations controlling
foreign corporations, 68, 84, 90

Definition, 232
Foreign tax credit as a percent of,

11
Returns with foreign tax credit,

16-22, 55-56
Returns with Form 1118, 16-56

Taxable income from foreign sources,
2-3, 7-56, 212-221, 227-228, 230,
239-240

By area or country, 8-11, 14-15,
23-51

By asset-size class, 7-8, 20, 25, 51,
56, 216, 221

By income-size class, 21, 217
By industrial activity, 2-3, 10-13, 16,

23, 26, 30, 55, 212, 219
By method of credit limitation, 13, 26
By size of U. S. income tax before
credits, 22

Components of, 227-228
Definition, 15, 230
Importance of:

Integrated petroleum industry, 11
Large corporations, 7-10

Limitations of the data, 14-15,
239-240

Taxes deemed paid (indirect taxes) and
taxes paid or accrued (direct taxes):

As measure of form of operation, 6,
11-13

As percent of total current-year foreign
taxes, 12-13

Amount paid, 11-13, 16-51 212-217
By country, 11-13, 30-51

Definition:
Deemed paid, 6, 231
Paid or accrued, 6, 231-232

Limitations of the data, 14, 240
Taxes, foreign (see also Taxes deemed

paid and taxes paid or accrued, and
Carryover):

As percent of:
Foreign taxable income, 9-10
Net profit before taxes, 70-73, 82,
203-205

Controlled foreign corporations, 68,
70-73' 78-79, 82, 84, 90, 92"
110-112, 130-205

By tier of ownership, 70, 84, 110,
130, 205

Corporations with Form 1118, 5-56
Creditable, definition of, 5, 224-225
Exclusion from credit, 5, 11, 225
Excluding carryover, 8-10, 12-13,

23-25, 30-51
Historicaldara, 55-56, 219-221
Importance of large corporations,

8-10, 78
Limitations of the data, 14-IS, 240
Western Hemisphere trade corpora-
tion returns, 212-221

Taxes in lieu of income and profits taxes,
5, 231

Thailand, 30, 51, 130-140, 194-205
Tier of ownership (see also Controlled
Foreign Corporations):

Definition, 66
Tobago, 230
Total assets. (See Assets, total)
Trinidad, 8-9, 30, 51, 130-140, 194-205,

228, 230
Turkey, 50, 130-140, 194-203

U
Union of South Africa:

Domestic corporations, 9, 30, 51
Foreign'corporations, 71, 77, 79, 82,

130-140, 194-203, 232
Tax treaty with, 230

United Kingdom:
Domestic corporations, 3, 8-11, 13,

30, 51
Foreign corporations, 3, 68, 70-71,

73-77, 79-82, 130-140, 194-205, 232

Tax treaty with, 230
United States:

Attribution of foreign income to, 9, 73,

205
United States income tax before credits.

(See Tax, United States income.)

United States Possessions, 5, 30-51, 66,

130-140, 194-203
Uruguay, 30, 51, 130-140, 194-203



INDEX

V
Venezuela:

Domestic corporations, 3, 8-13, 15, 30,
51, 240

Foreign corporations, 3, 68, 71-73, 75,
78-79, 82, 130-140, 194-205

Virgin Islands, U. S., 50, 130

W

West and Central Africa, 130
West Germany:

Domestic corporations, 3, 8-13, 30, 51
Foreign corporations, 3, 68, 70-72,
75-77, 79-80, 130-140, 194-203
Tax treaty with, 230

Western Europe, 8
Western Hemisphere Trade Corporation
Returns, 1, 9, 12, 14-15, 207-221, 227,
232

By asset-size class, 209-211, 216, 221
By income-size class, 217
By industrial activity, 209-212, 219
Classification of statistics, 1
Consolidated returns, 209-217
Deduction, 12, 208-221

With andwithout foreign tax credit,
210-211

Definition, 207-208, 232
Foreign tax credit claimed, 210-221
Historical data, 208-210, 219-221
Limitations of the data, 211

I

I
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Western Hemisphere Trade Corporation
Returns - -Continued

Net income, 210, 212-221
Without net income, 212-217

Qualifications and benefits, 14, 207-208
Withholding taxes on dividends, 6, 10-11,

59, 73, 226

Y
Year of incorporation, foreign corpora-

tions, 77-78, 83, 121, 136, 167, 206

Zero assets, 232-233




