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Instructions for the

PAGE 1

1956 U. S. Partnership Return—~Form 1065

The term “partnership” includes a limited partnership, syndicate, group, pool, joint venture, or other unincorporated
organization, through or by means of which any business, financial operation, or venture is carried on, and which is not,
within the meaning of the Internal Revenue Code of 1954, a corporation or trust or estate, The term “partner” means a

member of a partnership.

(References are to the Internal Revenue Code of 1954, unless otherwise noted.)

GENERAL INSTRUCTIONS

A. Who must file Form 1065.—Every partnership (see general instruc-
tion L for exceptions) shall, for its taxable year, make a return of income
on Form 1065 stating specifically the items of gross income and allow-
able deductions, and such additional information required under the
following Specific Instructions, If the return is-filed on behalf of a
syndicate, pool, joint venture, or similar group, a copy of the agree-
ment, together with all amendments thereto, should be attached to the
return, unless a copy has been previously filed.

B. Period to be covered by return—The return shall be filed for the
calendar year 1956 or other taxable year beginning in 1956. A partner-
ship taxable year shall be determined as though the partnership were a
taxpayer. §

C. Change in or adoption of accounting period—A change by any
partnership or principal partner from one taxable year to another, or
the adoption by a new partnership of an initial taxable year, must meet
the provisions of section 706 (b) of the Code. A principal partner is
one who has an interest of 5 percentor more in the partnership profits
or capital. .

For the taxable years of partnerships resulting from a merger or divi-
sion of other partnerships, see sections 706 (b) and 708 (b) (2).

D. Time and tpluce for filing.—The return must be filed on or before -

the 15th day of the 4th month following the close of the taxable year
of the partnership, with the District Director of Internal Revenue for
the District in which the partnership has its principal office or principal
place of business. The return for a foreign partnership shall be filed
on or before the 15th day of the 6th month following the close of the
taxable year, and if such foreign partnership does not have any principal
place 02, business or principal office or agency in the United States, the
return shall be filed with the District Director of Internal Revenue,
Baltimore 2, Md.

E. Signature.—The return must be signed by one partner or member.
If receivers, trustees in bankruptcy, or assignees are in control of the
property or business of the organization, such receivers, trustees, or
assignees must sign the return.

THe statement at the bottom of page 1 of the Form 1065 is required
to be signed by any person, firm, or corporation who prepares the tax-
payer’s return. If the return is prepared by a firm or corporation, the
return should be signed in the name of the firm or corporation. The
statement is not required if the return is prepared by a regular, full-time
employee of the taxpayer such as clerk, secretary, bookkeeper, etc.

F. Penalties.—Severe penalties are provided by law for willful failure
to make and file a return on time and for willful attempt to evade or
defeat payment of tax.

G. Methods of accounting.—If the partnership’s books are kept on
an accrual method, report all income accrued and expenses incurred.
If the books are kept on the cash receipts and disbursements method,
or if the partnership kept no books, make the return by the cash receipts
and disbursement method and report all income received or construc-
tively received, such as bank interest credited to the partnership’s ac-
count and coupon bond interest matured, and report expenses actually
paid. The books may be kept by (1) cash method, (2) accrual method,
or (3) any permissible combination of methods.

Rounding Off to Whole-Dollar Amounts

If you wish, the money items on your return and accompanying sched-
ules required by such return may be shown as whole-dollar amounts.
This means that you eliminate any amount less than 50 cents, and
increase any amount from 50 cents through 99 cents to the next higher
dollar. Your choice as to whether or not you round off to whole-dollar
amounts may not be changed after the due date for filing your return.

H. liems exempt from tax.—Items exempt from tax are contained in
sections 101 to 121 inclusive, for example:

(1) Interest on governmental obligations.—The interest on obliga-
tions of a State, a Territory, or a possession of the United States, or
any political subdivision of &ny of the foregoing, or of the District of
Columbia is exempt.

. (2) Proceeds of insurance policies.—In general, the proceeds of life
insurance policies, paid to the partnership by reason of the death of a
partner, are exempt. If any part of the proceeds is held by the insurer
under an agreement to pay interest, the interest is taxable.

(3) Income from improvements by lessee—Income, other than rent,
derived by a lessor of real property upon the termination of a lease,
representing the value of such property attributable to buildings erected
or other improvements made by the lessee, is exempt.

l. Information at source.—Every partnership which, in the course of
its trade or business, made payment of rents, salaries, wages, premiums,
annuities, compensation, remuneration, emoluments, or other fixed or
determinable gains, profits, and income of $600 or more during the
calendar year 1956 to another person, must make returns on Forms 1096
and 1099. If a portion of such salary or wage payments was reported
on a withholding statement (Form W-2), only the remainder must be
reported on Form 1099.

J. Balance sheets.—The balance sheets, Schedule L, should agree with
the books of account or any differences should be explained in an
attached statement. Partnerships reporting to the Interstate Commerce
Commission or to any national, State, municipal, or other public officer,
may submit, in lieu of Schedule L, copies of their balance sheets pre-
scribed by said Commission or State and municipal authorities, as at
the beginning and end of the taxable year.

In case the balance sheet as at the beginning of the current taxable
year does not agree in every respect with the balance sheet which was
submitted as at the end of the previous taxable year, the differences
should be explained.

K. Principal business activity.—On page 4 of the return, give the one
business activity that accounts for the largest percentage of “total
receipts.” “Total receipts” means gross receipts (line 1,-Schedule A)
plus all other sources of ordinary income (lines 4 through 9), page 1
of the return. State the broad field of business activity as well as the
specific product or service, such as “Wholesale food,” “Retail apparel,”
etc.

L. Elections.—(1) A partnership may elect to be taxed as a domestic
corporation if it qualifies under section 136t. In such cases, Form
1120 rather than Form 1065 should be filed.

(2) An unincorporated organization qualifying under section 761 (a)
as an investing partnership or as participating in the joint production,
extraction, or use of property under an operating agreement may elect
to be excluded from treatment as a partnership in accordance with sec-
tion 1.761-1 (a) (2) of the regulations. Such unincorporated organiza-
tion must make the election in a statement attached to Form 1065 for
the first year for which an election to be excluded is desired. For sub-
sequent years such unincorporated organization must file, instead of
Form 1065, Forms 1096 and 1099. See section 1.761-1 (a) (2) of the
regulations.

(3) With one exception, elections affecting the computation of tax-
able income derived from partnership operations shall be made by the
partnership. Such elections might be as to the method of accounting
employed, methods of depreciation, etc. The one exception is with
regard to the Foreign Tax Credit provided for in section 901, in which
case each partner may make a separate election on his individual income
tax return.

(4) Information with regard to elections affecting the basis of part-
nership property, the basis of partners’ interests, and the distribution
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of property and other elections, may be found under the applicable
scctions of Chapter 1, subchapter K of the Code and the Regulations
issued thereunder.

M. Section 702 (a) items.—Each partner is required by the Code to
take into account separately his distributive share of the items reported
on lines 25 through 34 on page 1. These items are explained under
the specific instructions and are reflected in Schedule K.

N. Distribution of unrealized receivables and inventory items.—Where
a partner receives a distribution of unrealized receivables or substan-
tially appreciated inventory items in exchange for all, or a-part, of his
interest in other partnership property (including money), the trans-
action is treated as a sale or exchange of such property hetween the
distributee partner and the partnership. The gain realized by the part-
nership is treated as ordinary income and reported on line 9 of page 1.
See section 751 and the Regulations issued thereunder.

O. Net operating loss deduction.—The benefit of the deduction for
net operating losses provided by section 172 shall not be allowed to a

partnership. In computing his own net operating loss or his own
taxable income for any taxable year for the purposes of the computa-
tion required by section 172, however, each partner shall take into
account his share of the income and losses of the partnership. The
net operating loss deduction shall not be allowed in computing the net
earnings from self-employment.

P. Information regarding renegotiable contracts.—Every partnership
which held, during the taxable year, contracts or subcontracts which
were subject to the Renegotiation Act of 1951, shall, in answer to ques-
tion 5, page 4, 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 contracts and/or subcontracts. ‘The gross amount
billed on cost-plus-fixed-fee contracts, and not merely the fixed fee, shall
be included. ;

The term “subcontract” means-any purchase order or agreement to
perform all or any part of the work, or to make or furnish any article,
required for the performance of another contract or subcontract.

SPECIFIC INSTRUCTIONS

The following instructions correspond with line numbers on the first page of the return, and
with schedules appearing on other pages of the return.

2. Cost of goods sold.—If the production, manufacture, purchase, or
sale of merchandise is an income-producing 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, unless, the LIFO
method is used, be valued at (a) cost, (&) cost or market, whichever
is lower, or (¢) any other method approved by the Commissioner.
The method of valuing inventory adopted for the first year is con-
trolling, and a change can be made only after permission is secured from
the Commissioner. Application for permission to change the method
of valuing inventories shall be made in writing and filed with the Com-
missioner within 90 days after the beginning of the taxable year in
which it is desired to effect a change.

If the partnership desires to adopt the LIFO inventory method
provided in sections 472 and 1321, it must file application to do so
on Form 970.

Installment sales—If, pursuant to section 453, the installment
method is used, attach to the return a schedule showing separately for
the years 1953, 1954, 1955, and 1956 the following: (a) Gross sales;
() cost of goods sold; (¢) gross profits; (&) percentage of gross
profits to gross sales; (e) amount collected; and (f) gross profit on
amount collected.

Farmer's income schedule—If the partnership operates a farm, ob-
tain from the District Director and attach to the return, separate
Schedule F (Form 1040), Schedule of Farm Income and Expenses.
(See Instruction 24.)

4. Income (or loss) from other partnerships, syndicates, pools, etc.—
Enter the partnership’s share of the profits (whether received or not)
or losses of another partnership, except the partnership’s distributive
share of another partnership’s capital gains or losses, which should be
reported in Schedule D. If the taxable year on the basis of which the
partnership’s return is filed does not coincide with the annual account-
ing period of the other partnership, include in the return the distributive
share of the net profits (or losses) for the accounting period of such
other partnership ending within the period for which the return is filed.

5. Nonqualifying dividends.—Nonqualifying dividends are taxable
dividends which are included in Ordinary Income and for which the
individual partner is NOT entitled to an exclusion or credit. Such
dividends are derived from the following sources:

(a) Life insurance companies, and mutual insurance companies
(other than mutual marine or mutual fire insurance companies issuing
perpetual policies);

(b) Corporations organized under the China Trade Act (section
941);

(¢) Corporations which, for the taxable year of the corporation in
which the distribution is made, or for the next preceding taxable year
of the corporation, are—

(1) Exempt from tax under section 501 (charitable, etc., organiza-
tions) or section 521 (farmers’ cooperatives) ; or

(2) Corporations to which section 931 (income from sources within
possessions of the United States) applies;

(4) Mutual savings banks, cooperative banks, domestic building
and loan associations, domestic savings and loan associations, Federal
savings and loan associations on deposits or withdrawable accounts.
Dividends from these organizations must be reported as interest.

(¢) Regulated investment companies except to the extent designated
by the company to be taken into account as a dividend for these
purposes.

(f) Foreign corporations.

Qualifying dividends are taxable dividends received from domestic
corporations and not listed above. These dividends must be entered
on line 28. -

6. Interest—Enter total interest from all sources except:

(2) interest wholly exempt from tax

(b) interest on tax-free covenant bonds to be reported on line 29

(¢) partially tax-exempt interest.to be reported on line 30.

7. Rents.—Enter gross rents received or accrued. Deductions claimed
for interest, taxes, repairs, and depreciation should be included in lines
14, 15, 18, and 19. Enter other deductions on line 22.

_ 8. Royalties.—Enter gross royalties received or accrued. If a deduc-
tion is claimed on account of depletion, it should be included in line 21.
(See section 611.)

_ 9. Other income.—Enter any other taxable income for which no space
is provided elsewhere on page 1 of the return and explain its nature,
using a separate sheet if necessary for that purpose. Include taxable
income from annuities and insurance proceeds. :

11. Salaries and wages.—Enter all salaries and wages not included as
a deduction in line 1 (c) of Schedule A, except salaries to partners.

12. Payments to partners—salaries and interest (Guaranteed Pay-
ments).—In computing Ordinary Income, a deduction may be taken for
payments to a partner for services or the use of capital where such
payments are determined without regard to the income of the partner-
ship. Do not include distributive shares of partnership profits. Allo-
cate to the appropriate partners in dolumn 4, Schedule K.

13. Rent.—Enter rent on business property but do not deduct rent for
a dwelling occupied by any partner for residential purposes.

14. Interest.—Enter interest on business indebtedness. Amounts paid
by a partnership to a partner for the use of capital should be entered on
line 12. However, amounts paid as interest by a partnership to a part-
ner as the result of a transaction wherein the partner acts in a capacity
other than as a partner should be entered on this line. Do not include
interest on indebtedness incurred or continued to purchase or carry
obligations the interest upon which is wholly exempt from taxation.
(The limitations on deductions for unpaid interest are set forth in sec-
tion 267 of the Code.)

15. Taxes.—Enter taxes paid on business property or incurred for
carrying on business if not reflected in cost of goods sold. Federal
import duties and Federal excise and stamp taxes are deductible only
if paid or incurred in carrying on a trade or business, or in the produc-
tion or collection of income, or for the management, conservation, or
maintenance of property held for the production of income. Do not
deduct taxes assessed against local benefits tending to increase the value
of the property assessed, as for paving, etc., Federal income taxes, estate,
inheritance, legacy, succession, and gift taxes, or taxes entered on line
33, page 1. Do not deduct taxes imposed on the interest of the part-
nership as stockholder of a corporation which are paid by the corpora-
tion without reimbursement from the partnership. See section 164 (d)
for special rules for allocation of real estate property taxes between
buyer and seller of property.

16. Losse§ by fire, storm, shipwreck, or other casualty, or theft.—Enter
losses sustained during the year, if arising by fire, storm, shipwreck, or
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other casualty, or from theft, and not compensated for by insurance or
otherwise, nor reflected in cost of goods sold. (See sec. 165 (c).)
Theft losses can be deducted in the year in which the partnership dis-
covers the loss, and only in that year. ~Attach a statement setting forth
a description of the property, date acquired, cost, subsequent improve-
ments, depreciation allowed or allowable since acquisition, insurance,
salvage value, and deductible loss claimed,

17. Bad debts.—Bad debts may be deducted either (1) when they
become wholly or partially worthless, or (2) by a reasonable addition
to a reserve for bad debts. No change of method is allowed without
permission of the Commissioner. (See Instructions 25-26 regarding
nonbusiness debts.)

18. 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 repaired. Expenditures for new build-
ings, machinery, equipment, or for permanent improvements or better-
ments which increase the value of the property are chargeable to capital
accounts. Expenditures for restoring or replacing property are not
deductible, since such expenditures are chargeable to capital accounts
or to depreciation reserves, depending on how depreciation is charged
on the books of the partnership.

19. Depreciation.—A reasonable allowance for the exhaustion, wear
and tear, and obsolescence of property used in the trade or business or
of property held by the partnership for the production of income shall
be allowed as a depreciation deduction. The allowance does not apply
to inventories, stock-in-trade, or to land apart from the improvements
or physical development added to it. The cost or other basis of lease-
hold improvements, patents, and copyrights should also be depreciated
in Schedule G.

The useful life of an asset can be measured in units of production
or machine hours (for machinery) or in miles of operation (for auto-
motive equipment), etc., but the ordinary practice is to measure useful
life in years. Business experience, engineering information, and other
relevant factors provide a reasonable basis for estimating the useful life
of property. The cost (or other basis) to be recovered should be
charged off over the expected useful life of the property. For guidance,
comprehensive tables of “average useful lives” of various kinds of
buildings, machines, and equipment in many industries and businesses
have been published in a booklet called Bulletin F, which you can buy
for 30 cents from the Superintendent of Documents, Government Print-
ing Office, Washington 25, D. C.

(1) Straight line method.—The most common method of computing
depreciation is the “straight line” method. It allows for the recovery
of cost in equal annual amounts over the life of the property, with only
salvage value remaining at the end of its useful life. To compute the
deduction, add the cost of improvements to the cost (or other basis)
of the asset and deduct both the estimated salvage value and the total
depreciation allowed or allowable in past years. Divide the result by
the number of years of useful life remaining to the asset—the quotient
is the depreciation deduction.

(2) Declining Balance Method.—Under this method a uniform rate
is applied each year to the remaining cost or other basis of property
(without adjustment for salvage value) determined at the beginning of
such year. For property acquired before 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.

(3) Special rules for new assets acquired after December 31, 1953.—
The cost or other basis of an asset acquired after December 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 3 years
or more, and (3) that the original use of the asset commenced with the
partnership and commenced after December 31, 1953. If an asset is
constructed, reconstructed, or erected by the partnership, so much of the
basis of the asset as is attributable to construction, reconstruction, or
erection after December 31, 1953, may be depreciated under methods
proper in the past, or it may be depreciated under any of the following
methods provided that the asset meets qualifications (1) and (2) above.

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

(b) Sum of the years-digits method.—Under this method annual
allowances for depreciation are computed by applying changing frac-
tions to the partnership’s cost or other basis'of property (reduced by
estimated salvage).

The deduction for each year is computed by multiplying the cost ot
other basis of the asset (reduced by estimated salvage value) by the
number of years of useful life remaining (including the year for which
the deduction is computed) and dividing the product by the sum of all the
digits corresponding to the years of the estimated useful life of the asset.
In the case of a 5-year life this sum would be 15 (54+4+43-2+41).
For the first year five-fifteenths of the cost reduced by estimated salvage

" value would be allowable, for the second year four-fifteenths, etc.
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(¢) Other methods.—A partnership 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 allowances 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.

20. Amortization,—If the partnership elects the deduction with respect
to the amortization of (a) the adjusted basis of any emergency facility
(section 168) with respect to which the Government has issued a
certificate of necessity, or a grain storage facility (section 169), or
(b) certain expenditures relating to research and experiment (section
174), trademark and trade name expenditures (section 177), explora-
tion (section 615), and development (section 616), a statement of the
pertinent facts should be filed with the return. Do not enter the
amortization of bond premium on this line.

21. Depletion of mines, oil and gas wells, timber, etc.—If a deduction
is claimed on account of depletion, procure from the District Director
Form M (mines and other natural deposits), Form O (oil and gas), or
Form T (timber), and file with return. If complete valuation data
have been filed in previous years, then file with the return information
necessary to bring the depletion schedule up to date, setting forth, in
full, a statement of all the transactions bearing on the deductions from
or additions to the value of physical assets during the taxable year, with
an explanation of how the depletion deduction for the taxable year has
been determined. (See sections 611 and 612.)

22. Other deductions authorized by law.—Enter any other authorized
deductions for which no space is provided elsewhere on page 1 of the
return. Do not deduct losses incurred in transactions which were
neither connected with the trade or business nor entered into for profit.
No deduction is allowable for the amount of any item or part thereof
allocable to a class of exempt income, other than the allowable portion
attributable to wholly exempt interest income. Items directly attributa-
ble to such 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 attributable both to taxable income and
exempt income, a reasonable proportion thereof, determined in the light
of all the facts in each case, shall be allocated to each.

A partnership receiving any exempt income, other than interest, or
holding 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).

24. Ordinary income (or loss).—A farm partnership (see Instruc-
tion 2—Farmer’s income schedule) should include in the total shown
on line 24 the net farm profit (or loss). Do NOT include in that
computation the amounts applicable to lines 4 through 9 and 25 through
34 of this form. *

25-26. Gains and losses from sales or exchanges of property.—Report
details in Schedule D, page 2, Form 1065.

““Capital assets” defined—The term ‘‘capital assets” means property
held by the partnership (whether or not connected with the trade or
business) but does NOT include—

(2) stock in trade or other property of a kind properly includible in

the inventory if on hand at the close of the taxable year;

(%) property held by the partnership primarily for sale to customers
in the ordinary course of the trade or business;

(¢) property used in the trade or business of a character which is
subject to the allowance for depreciation provided in section
167;

(d) real property used in the trade or business of the partnership;

(e) certain Government obligations issued on or after March 1,
1941, at a discount, payable without interest and maturing at a
fixed date not exceeding one year from date of issue;

(f) certain copyrights, literary, musical, or artistic compositions,
etc.; or )

(g) accounts and notes receivable acquired in the ordinary course of
trade or business for services rendered or from the sale of
property referred to in (4) or (&) above.

In connection with (&) above, the law allows dealers in securities
capital gain or loss treatment with respect to certain securities which
were clearly identified as being held for investment. Also certain real
property subdivided for sale may be treated as a capital asset. Sections
1236 and 1237.

A capital gain dividend, as defined in section 852 (relating to tax
on regulated investment companies), shall be treated by the shareholder
as a long-term capital gain. £ !

Description of property listed.—State the following facts: («) For
real estate, location and description of land and improvements; (4) for
bonds or other evidences of indebtedness, name of issuing corporation,
particular issue, denomination, and amount; and (¢) for stocks, name
of corporation, class of stock, number of shares, and capital changes
affecting basis (including nontaxable distributions).

Basis.—In determining gain or loss in case of property acquired after
February 28, 1913, use cost, except as specially provided. In deter-
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PAGE 4

mining GAIN in case of property acquired before March 1, 1913, use
the cost or the fair market value as of March 1, 1913, as adjusted,
whichever is greater, but in determining LOSS use cost as adjusted.

Losses on securities becoming worthless—If (a) shares of stock
become worthless during the year, or (&) corporate securities with
interest coupons or in registered form become worthless during the
year, and are capital assets, the loss therefrom shall be considered as
from the sale or exchange of capital assets as of the last day of such
taxable year.

Nonbusiness debts—If a debt, such as a personal loan, becomes
totally worthless within the taxable year, the loss resulting therefrom
shall be considered a loss from the sale or exchange, during the taxable
year, of a capital asset held for not more than 6 months. Enter such
loss in column (h) and describe in column (a) in the schedule of
short-term capital gains and losses in Schedule D, page 2. This does
not apply to («) a debt evidenced by a corporate security with interest
coupons or in registered form and (%) a debt acquired in the trade or
business.

Classification of capital gains and losses—The phrase *“‘short-term”
applies to gains and losses from the sale or exchange of capital assets
held for 6 months or less; the phrase “long-term” applies to gains and
losses from the sale or exchange of capital assets held for more than 6
months.

Collapsible corporations—Gain from the sale or exchange of stock in
a collapsible corporation is not a capital gain. Section 341.

“Wash sales” losses—Losses from the sale or other disposition of
stocks or securities are not deductible (unless sustained in connection
with the partnership trade or business) if, within 30 days before or
after the date of sale or other disposition, the partnership has acquired
(by purchase or by an exchange upon which the entire amount of gain
or loss was recognized by law) or has entered into a contract or option
to acquire, substantially identical stocks or securities.

Certain sales or exchanges of property with respect to controlled
partnerships.—No deduction shall be allowed with respect to a loss
on a sale or exchange of property (other than an interest in the partner-
ship), directly or indirectly, between a partnership and a partner who
owns, directly or indirectly, more than 50 percent of the capital interest
or profits interest in such partnership. A loss on a sale or exchange
of property, directly or indirectly, between two partnerships in which
the same persons own, directly or indirectly, more than 50 percent of
the ca%ital interests or profits interests in each partnership shall not be
allowed.

Any gain recognized upon the sale or exchange, directly or indirectly,
of property which in the hands of the transferee is property other than
a capital asset, shall be ordinary income if the transaction is between a
partnership and a partner who owns, directly or indirectly, more than
80 percent of the capital interest or profits interest in the partnership.
This rule also applies where such a transaction is between partnerships
in which the same persons own, directly or indirectly, more than 80
percent of the capital interests or profits interests in each partnership.

The ownership of a capital interest or profits interest in a partnership
is determined in accordance with the rules for constructive ownership
of stock provided in section 267 (c) (1), (2), (4), and (5) of the
Code. Under these provisions an interest in a partnership may be
attributed to a person who is not a partner.

27 (a). Net gain (or loss) under section 1231.—Gains and losses from
transactions described in section 1231 (see below) shall be separately
stated and reported in Part II of Schedule D, page 2. The partner’s
distributive share of the net gain (or loss) from such transactions should
be combined with his net gain (or loss) from any similar transactions
when filing his individual income tax return for his taxable year.

Section 1231 deals with gains and losses arising from—

(a) sale, exchange, or involuntary conversion of land (including in
certain cases unharvested crops sold with the land) and depre-
ciable property if they are used in the trade or business and held
for more than 6 months,

() sale, exchange, or involuntary conversion of livestock (not in-
cluding poultry) held for draft, breeding, or dairy purposes and
held for 1 year or more,

(¢) the cutting of timber or the disposal of timber or coal to which
section 631 applies, and

(4) the involuntary conversion of capital assets held more than 6
months.

See sections 1231 and 631 for specific conditions applicable.

27 (b). Net gain (or loss) from sale or exchange of other property.—
Gains and losses from the sale or exchange of property other than capital
assets or section 1231 items shall be reported in Part III of Schedule D,
page 2.

28. Qualifying dividends.—Qualifying dividends are taxable dividends
received from domestic corporations, other than those includible in
line 5. (See instruction 5.)

29. Interest on tax-free covenant bonds.—Enter interest on bonds upon
which a Federal income tax was paid at the source by the debtor cor-
poration, if an ownership certificate was filed with the interest coupons.

30. Partially exempt interest.—Enter all interest, unless wholly exempt
from tax, less amortization, on (1) United States savings bonds and
Treasury bonds issued prior to March 1, 1941, (2) obligations of
certain instrumentalities of the United States issued prior to March 1,
1941, and (3) “dividends” on share accounts in Federal savings and
loan associations in case of shares issued prior to March 28, 1942.

31. Other separate income.—Enter all income, gains or losses, which
the individual partner is required to take into account separately and
which lines have not been provided for under the 702 (a) items. For
further information see section 702 (a) (8) of the Code and the
Regulations issued thereunder.

32. Contributions.—Enter the total charitable contributions paid by the
partnership within the partnership’s taxable year. For the definition of
the term “charitable contribution,” see section 170 (c) of the Code.

33. Foreign taxes.—Enter income and profits taxes paid to a foreign
country or a possession of the United States. Form 1116 and a receipt
for each such tax payment must be submitted with the partnership
return. In case the amount entered includes foreign taxes accrued but
not paid, attach to the form a certified copy of the return on which the
taxes were based. The Commissioner may require the partners or
members to give a bond on Form 1117 for the payment of any addi-
tional tax found due if the foreign tax when paid differs from the
amount claimed.

34. Other deductions.—Enter all losses and deductions which the indi-
vidual partner is required to take into account separately and which
lines have not been provided for under the 702 (a) items. For further
information see section 702 (a) (8) of the Code and the Regulations
issued thereunder.

Schedule K—Partners' shares of income and credits.—Enter the
names and addresses of each partner on lines (a), (b), (c), etc., in
column 1, Schedule K, and extend in the proper column each partner’s
share of amounts entered on lines 24 through 34, page 1, in the columns
provided, whether distributed or not. Note.—The amount on line
27 (b) should be included in column 3. If amounts are entered on lines
29, 31, or 34, page 1, attach a schedule showing each partner’s distribu-
tive share. Schedule K should show complete information with respect
to all the persons who were members of the partnership, syndicate,
group, etc., during any portion of the taxable year. The percentage of
time devoted to the business by each partner must be shown in column 2.
Although the partnership is not subject to income tax, the members
thereof are liable for income tax in their individual capacities and are
taxable upon their distributive shares of the income of the partnership,
whether distributed or not, and each is required to include his pro-
portionate share in his individual return. Each partner should be
advised by the partnership of his proportionate share of the income and
credits as shown in Schedule K.

Schedule N—Computation of net carnings (or loss) from self-
employment.—Payments to partners—salaries and interest.—The total
of amounts paid to partners which were included in line 12, on page 1
of the return, must be entered on line 2 and added back to the ordinary
income in arriving at the net earnings (or loss) from self-employment.

In determining the amount of net earnings from self-employment,
there should be excluded income from the following sources and deduc-
tions attributable thereto:

Nongualifying dividends from line 5, page 1;

Interest.—Interest on bonds, debentures, notes, certificates, or other
evidences of indebtedness, issued with interest coupons or in registered
form by a corporation, or by a government or political subdivision
thereof, unless received in the course of a trade or business as a dealer
in stocks or securities. .

Real estate rentals.—Rentals from real estate, except rentals received
in the course of a trade or business as a real-estate dealer. Receipts for
the use or occupancy of rooms or other space where services are also
rendered to the occupant, such as rooms in hotels, boarding houses,
apartment houses furnishing hotel services, tourist camps, tourist homes,
or space in parking lots, warehouses, or storage garages do not consti-
tute rentals from real estate and therefore are included in determining
net earnings from self-employment.

Partnerships with income from farming—A partner may use the
optional method of computing net earnings from self-employment from
farming on his individual income tax return. See pages 3 and 4 of
Schedule F (Form 1040) for instructions and the computation of net
earnings from self-employment from farming. In figuring the gross
profits from farming to be included in line 13, page 4 of Schedule F
(Form 1040) enter your share of the gross profits shown on line 5
of either page 1 or 2 of the Schedule F (Form 1040) filed with the
partnership return.
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SIGNATURE AND VERIFICATION

I declare under the penalties of perjury that this return (including any accompanying schedules and statements) has been examined
by me, and to the best of my knowledge and belief is a true, correct, and complete return.

----------- (Sianatire ob Barher o Member) . = © 1 & L, St A T (Date) :

I declare under the penalties of perjury that I prepared this return for the person(s) named herein; and that this return (including any
accompanying schedules and statements) is, to the best of my knowledge and belief, a true, correct, and complete return based on all the
information relating to the matters required to be reported in this return of which I have knowledge.

(Individual or Firm Signature) (Address) (Date)
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PAGE 1

How To Prepare Your 1956 Corporation

Income Tax Return on rorm 1120

(References are to the Internal
Revenue Code).

.GENERAL INSTRUCTIONS

A. Corporations required to make a return on Form 1120.—
Every domestic and every resident foreign corporation not ex-
pressly exempt from taxation under chapter 1 (Section 501),
whether or not having any taxable income, must file a return.
The term “corporation” is defined by the Code to include associ-
ations, joint-stock companies, and insurance companies.

Partnerships and proprietorships may elect to be taxed as
domestic corporations if an election is made not later than 60
days after the close of the taxable year and if certain qualifications
are met. (Section 1361.) If the return is filed by a proprietor-
ship or partnership, electing to be taxed as a corporation under
section 1361, it must be signed by the proprietor or a partner.

If a receiver, trustee in dissolution, trustee in bankruptcy, or
assignee has possession of or holds title to all or substantially all
the property or business of a corporation, whether or not the
property or business is being operated, he must make a return of
income for the corporation in the same manner and form required
of other corporations. (Section 6012.)

A mutual savings bank not having capital stock represented
by shares; a domestic building and loan association, a domestic
savings and loan association, a Federal savings and loan associa-
tion, substantially all the business of which is confined to making
loans to members; and a cooperative bank without capital stock,
operated for mutual purposes and without profit, dre subject
to income tax and must file returns.

B. Period to be covered by return.—Returns shall be filed for
the calendar year 1956 or fiscal year beginning in 1956 and ending
in 1957. A fiscal year is an accounting period of 12 months
ending on the last day of a calendar month other than December,
but if a taxpayer has made the election provided in section 441 (f),
the term “fiscal year” means an annual period varying from 52
to 53 weeks. If a taxpayer has no annual accounting period, or
keeps no books, or has an accounting period which does not
qualify as a fiscal year, the return must be filed for the calendar
year, except as provided in section 443.

For the procedure to follow in changing an established account-
ing period, see your District Director.

C. Accounting methods.—Taxable income shall be computed
in accordance with the method of accounting regularly used by
the taxpayer in maintaining its books and records. In all cases
the method adopted should clearly reflect taxable income. The
basic methods of accounting are the ‘“cash receipts.and disburse-
ments method” and the “accrual method.” Section 446 permits
the use of these methods or any other method permitted under the
Code or any combination of these methods in accordance with reg-
ulations. If a taxpayer engages in more than one trade or business,
it may, with respect to each trade or business, use a different
method of accounting. FEach method must, however, clearly
reflect the income of the particular trade or business with which
it is used, and separate profit and loss statements for each trade or
business must be submitted. Except in those cases where the law
specifically permits it, a taxpayer may not change the method
of accounting upon the basis of which it has reported its income in
prior years (for its income as a whole or with respect to any sepa-
rate trade or business) without first securing consent. For proce-
dure to be followed in securing consent, see your District Director

Cash receipts and disbursements method—Under this method,
a taxpayer includes all items of taxable income (whether cash,
property, or services) in the year when it is actually or construc-
tively received and claims as deductible expenses only those
expenses actually paid. Income is constructively received when
the amount is credited to the taxpayer’s account, or set aside
for it, and is unconditionally subject to its command. This in-
cludes uncashed checks, bank interest credited, matured bond
coupons, and other similar items which can be immediately turned
into cash. Do not deduct capital expenditures.

Accrual method.—Under "this method income is reported in
the year when the taxpayer first has a definite right to income,
the amount of which can be ascertained with reasonable accuracy
while deductions are taken in the year in which there is first estab-
lished a specific liability, the amount of which can be ascertained

with reasonable accuracy. Where the right to income or the
liability for expense is un@ertain, or the amount of such income
or expense cannot be ascertained with reasonable accuracy, accrual
is generally postponed until a determination is possible.

Other methods.—Separate provisions are contained in section
453 for installment method of accounting. For other information
on accounting methods, see your District Director.

Rounding off to whole-dollar amounts—If you wish, the money
items on your return or accompanying schedules required by such
return may be shown as whole-dollar amounts. This means that
you eliminate any amount less than 50 cents, and increase any
amount from 50 cents through 99 cents to the next highest dollar.
Your choice as to whether you round off to whole-dollar amounts
may not be changed after the due date for filing your return.

D. Filing of return and payment of tax.—Returns of domestic
and resident foreign corporations must be filed on or before the
15th day of the third month following the close of the taxable
year with the District Director of Internal Revenue for the district
in which the corporation’s principal place of business or principal
office or agency is located. Returns of exempt cooperative associ-
ations taxable under section 522 must be filed on or before the
15th day of the 9th month following the close of the taxable
year. (Section 6072.)

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

The balance of tax due as shown on line 3, page 1 of the return,
must be paid in full when the return is filed or in two installments,
50 percent on or before the 15th.day of the third month and 50
percent on or before the 15th day of the sixth month following
the close of the taxable year.

If any installment is not paid on or before the date fixed for
its payment, the whole amount of the tax unpaid shall be paid
upon notice and demand by the District Director. 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.

A declaration of estimated tax must be made by every corpora-
tion which is subject to income tax under section 11 or 1201 (a),
or subchapter L of chapter 1 (relating to insurance companies),
if its income tax for the taxable year can reasonably be expected to
exceed $100,000 plus the amount of any estimated credits against
tax. (See Form 1120-ES.) In the case of affiliated corporations
filing a consolidated return, see consolidated return regulations
prescribed under section 1502.

Additional charge for underpayment of estimated tax.—Under-
payment of installments of estimated tax will result in additional
charges for the period from the due date of each installment until
paid, or until the due-date for filing the tax return, whichever
is the earlier.

The charge with respect to any underpayment of any install-
ment is mandatory and will be made unless the exceptions specified
in section 6655 (d) are applicable. X

If you have an underpayment of estimated tax and believe the
additibnal charge should not be asserted due to the applicability
of the “relief provisions” of section 6655 (d), attach a statement
to your return explaining which of the provisions applies to you,
showing any necessary computations. If you wish, you may
obtain Form 2220 from the nearest Internal Revenue Service office
for this purpose.

E. Signature and verification.—The return must be signed either
by the president, vice-president, treasurer, assistant treasurer or
chief accounting officer, or by any other corporate officer author-
ized to sign. A receiver, trustee, or assignee must sign any return
which he is required to file on behalf of a corporation. The
statement at the bottom of page 1 of the return is required to be
signed by any person, firm, or corporation who prepared the tax-
payer’s return. If the return is prepared by a firm or corporation,
it should be signed in the name of the firm or corporation. The
statement is not required if the return is prepared by a regular,
full-time employee.
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F. Failure to file, etc.—Substantial additions to the tax are
imposed for failing to file a return, for late filing, and for filing
a false or fraudulent return. : :

G—(1). Information at the source.—Every corporation making
payments in the course of its trade or business of (1) interest,
rents, commissions, or other fixed or determinable income of
$600 or more during the calendar year 1956 to an individual,
a partnership, or a fiduciary, or (2) salaries or wages-of $600
or more shall make returns on Forms 1096 and 1099, except that
the making of such returns will not be required with respect to
salary or wage payments included on Form W-2, provided copies
of withholding statements on Form W-2 are furnished. If a por-
tion of such salary or wage payments was reported on a With-
holding Statement (Form W-2), only the remainder must be
reported on Form 1099. e

Except as stated below, the returns on Forms 1096 and 1099
shall also include dividend payments totaling $10 or more during
the calendar year 1956 to each shareholder who is an individual
(citizen or resident of the United States), a resident fiduciary, or
a resident partnership any member of which is a citizen or resident.
In the case of a building and loan association, a cooperative bank,
a homestead association, a credit union, or a savings and loan asso-
ciation, such total shall be $600 or more. In the case of a cor-
poration described in sections 501 (c) (12), (15), (16), 521 and
522, or in the case of a national farm loan association or a produc-
tion credit association, such total shall be $100 or more.

The returns on Forms 1096 and 1099 shall also include (except
n the case of insurance companies taxable under Subchapter L
and corporations exempt under section 501 (c) (12) or (15))
patronage dividends, rebates, and refunds totaling $100 or more
during the calendar year 1956, whether in cash, merchandise,
capital stock, revolving fund certificates, retain certificates, certifi-
cates of indebtedness, letters of advice, or in some other manner.

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

Every corporation making distributions in liquidation of the
whole or any part of its capital stock shall also make returns on
Forms 1096 and 1099L, as required by instructions on Form 1096,
for the calendaryear 1956. :

G-(3). Certain transfers of property on or after January 1,
1951.—Under certain circumstances the $25,000 exemption from
surtax and the $60,000 accumulated earnings credit are not
allowed or may be reduced to a lesser figure. Section 1551 pro-
vides that if a corporation on or after January 1, 1951, transfers
all or part of its property (other than money) to another corpora-
tion which was created for the purpose of acquiring such property
or which was not actively engaged in business at the time of such
acquisition and if after such transfer the transferor corporation or
its stockholders, or both, are in control of such transferee corpora-
tion during any part of the taxable year of such transferee cor-
poration, the transferee corporation shall not for such taxable year
(except as may be otherwise determined under section 269 (b))
be allowed either the $25,000 exemption from surtax provided in
section 11 (c) or the $60,000 accumulated earnings credit pro-
vided in section 535 (c), unless such transferee corporation shall
establish by clear preponderance of the evidence that the securing
of such exemption or credit was not a major purpose of such
transfer. For this purpose control means the ownership of stock
possessing at least 80 percent of the total combined voting power
of all classes of stock entitled to vote or at least 80 percent of the
total value of shares of all classes of stock of the corporation.
Rules are provided in sections 544 and 1551 for determining own-
ership of stock. For allocation of the surtax exemption and the
accumulated earnings credit in certain cases, see section 269 (b).

G-(4). Information regarding renegotiable contracts.—Every
corporation which held, during the taxable year, contracts o6r sub-
contracts which were subject to the Renegotiation Act of 1951
shall, in answer to question G, page 1, 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.

H. Returns of certain corporations. 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 immediately preceding the close of
the taxable year (or such part thereof as may be applicable) was
derived from sources within a possession of the United States, and
(b) 50 percent or more of the gross income for such period or
such part thereof was derived from the active conduct of a trade
or business within a possession of the United States.

Resident foreign corporations.—TForeign corporations which at
any time within the taxable year are engaged in trade or business
within the United States shall make returns on Form 1120 of
incor)ne derived from sources within the United States. (Section
882.

Nonresident foreign corporations—Foreign corporations not
engaged in trade or business within the United States at any time
within the taxable year are subject to tax upon gross income from
sources within the United States (determined under the provisions
of sections 861 through 864) consisting of fixed or determinable
annual or periodical income and of certain gains derived from
the disposal of timber and coal. They are required to make
returns on Form 1120NB with respect to such income only in the
event their tax liability has not been fully satisfied at the source.

Insurance companies—Life insurance companies subject to
tax imposed by section 802 shall make returns on Form 1120L.
Mutual insurance companies subject to tax imposed by section 821
shall make returns on Form 1120M. Insurance companies de-
scribed in section 831, and mutual savings banks described in
section 594 and conducting life insurance business, shall make
returns on Form 1120. There should be filed with the return
a copy of the 1956 annual statement approved by the National
Convention of Insurance Commissioners which contains the under-
writing and investment exhibit.

Regulated investment companies—If for any given year the
investment company satisfies the requirements of section 851 it
will be considered a regulated investment company. (See Tax
Computation Instructions, item 9.)

Personal holding companies.—Section 541 imposes a tax upon
the undistributed personal holding company income (as defined
in section 545) of corporations classified as personal holding
companies. Every personal holding company must file a schedule
1120PH with its return.

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.)

Foreign personal holding companies.—Section 551 (a) requires
that the undistributed foreign personal holding company income
of a foreign personal holding company, as defined in section 552,
shall be included as a dividend in the gross income of the United
States shareholders in the amount provided by subsection (b).
Schedule 1120PH is not required, but monthly and annual infor-
mation returns on Forms 957 and 958 must be filed by the officers,
directors, and certain United States shareholders as provided by
sections 6035 (a) and (b).

A foreign corporation which is a personal holding company, as
defined in section 542 but not within the definition of section 552,
is subject to the tax imposed by section 541 on undistributed per-
sonal holding company income and must file a schedule 1120PH
with its return.

I. 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 return regulations prescribed under section
1502 prior to the last day prescribed by law for the filing of such
return. The common parent corporation, when filing a consoli-
dated return, shall attach thereto a schedule showing the names
and addresses of all the corporations included in the return. Form
851, Affiliations Schedule, should be obtained from the District
Director of Internal Revenue and filed as a part of the return.
Each subsidiary must prepare two signed copies of Form 1122
authorizing the making of the 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
return is filed, in the office of the District Director for the sub-
sidiary’s district.

Supporting schedules shall be filed with the consolidated return.
These schedules shall be prepared in columnar form, one column
being provided for each corporation included in the consolidation,
showing in detail the items of gross income and deductions and
the computation of taxable income; one column for a total of like
items before adjustments are made; one column for intercompany
eliminations and adjustments; and one column for a total of like
items after giving effect to the eliminations and adjustments. The
items included in the column for eliminations and adjustments
should be symbolized to identify contra items affected, and suitable
explanations appended, if necessary. Similar schedules shall also
contain in columnar form a reconciliation of surplus for each cor-
poration, together with a reconciliation of the consolidated surplus.
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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.

J. Tax on improperly accumulated earnings.—In order to pre-
vent accumulation of earnings and profits for the purpose of
enabling 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. :

K. Stock ownership in foreign corporations.—In addition to the
information to be shown in Schedule C of the return, a corporation
owning 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 outstanding 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 com-
pany, attach a statement setting forth in complete detail the infor-
mation required by section 551 (d).

L. Balance sheets.—The balance sheets, Schedule L, should
agree with the books of account or any differences should be recon-
ciled. The balance sheets for a consolidated return of affiliated
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corporations should be furnished in accordance with Instruction I.
All corporations reporting to the Interstate Commerce Commis-
sion or to any National, State, municipal, or other public officer,
may submit, in lieu of Schedule L, copies of their balance sheets
prescribed by such authorities as at the beginning and end of the
taxable year.

Line 9, Schedule L, should show land less any accumulated
amortization of the land as an emergency facility under the author-
ity of sections 124 and 124A of the Internal Revenue Code of
1939 or section 168 of the Internal Revenue Code of 1954.

M. Forms other than prescribed by return.—Banks, insurance
companies, and other corporations required to submit statements
of income and expenses to any National, State, municipal, or other
public officer may submit with the return a statement of income
and expenses in the form furnished to such officer, in lieu of the
information requested in lines 1 to 41, pages 2 and 3, except that
a railroad company may submit with the return a statement on
Form 1090. In such cases the taxable income will be reconciled
by means of Schedule M with the net profits shown by the income
and e)?:pense statement submitted, and should be entered as line 41,
page 3.

SPECIFIC INSTRUCTIONS (Numbered to correspond with line numbers on pages 2 and 3 of return)

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

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

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

9. Interest on corporation bonds, etc—Entgr on line 9, page 2,
the amount of interest on bonds, debenturées, notes, or certifi-
cates or other evidences of indebtedness, issued by any corporation
and bearing interest, with interest coupons or in registered form.
Do not include interest on any such obligations which constitute
stock in trade of the taxpayer or any such obligations of a kind
which would properly be included in the inventory of the taxpayer
if on hand at the close of the taxable year, or any such obligations
held by the taxpayer primarily for sale to customers in the ordi-
nary course of his trade or business. Such interest should be
entered on line 8. For provisions relating to amortizable bond
premium, see section 171.

10. Interest on obligations of the United States, etc.—Enter in
Schedule L the amounts of the various obligations owned. = Also
enter on line 3, Schedule M, all interest received or accrued
during the year on the various obligations listed therein. The

net amount of interest reported on line 10 (a), page 2, is also

allowable as a deduction. See paragraph 35 of these instructions.
The amount of interest received or accrued on obligations issued
on or after March 1, 1941, by the United States or any agency or
instrumentality thereof should be entered on line 10 (b), page 2.
For provisions relating to amortizable bond premium, see section
e

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 rede¢mable for fixed amounts
increasing at stated intervals (for example, United States Savings
Bonds), to include the increase in redemption price applicable to
the current year. For the year of election the total increase in
redemption price of such obligations occurring between the date
of acquisition and the end of the year must be included. Attach
statement listing obligations owned and computation of the in-
crease. (Section 454.)

11. 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 deductions
on pages 2 and 3. In the case of a lease entered into prior to
January 1, 1954, if both lessor and lessee are corporations and if
under the lease the lessee is obligated to pay any part of the lessor’s

_ must be reported in detail.

income tax on the rental payment, this tax is excluded from lessor’s
gross income and may not be deducted by lessee. (Section 110.)

12. Royalties.—Enter the gross amount received as royalties. If
a deduction is claimed for depletion, it must be reported on line
27, page 3.

13. Gains and losses from sales or exchanges of capital assets
and other property.—The computation of gains and losses from
sales or exchanges of capital assets and property other than capital
assets should be made on separate Schedule D. Every sale or
exchange of property, even though no gain or loss is indicated,
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.

14. Other income.—Enter total amount of other income not
reported elsewhere in the return and attach schedule showing
details, if spaces provided are not sufficient.

18. Rents.—Enter rent paid or accrued for business property in
which the corporation has no equity. With respect to leases en-
tered into prior to January 1, 1954, see instruction No. 11.

19. 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.

20. Bad debts.—Bad debts may be treated in either of two
ways— (1) by a deduction from income in respect of debts which
become worthless in whole or in part, or (2) by a deduction from
income of a reasonable addition to a reserve for bad debts. (Sec-
tion 166.)

A taxpayer filing a first return of income may select either of
the two methods, and that method must be followed for subse-
quent years, unless permission is granted by the Commissioner
to change to the other method. Application for permission to
change the method shall be made in writing at least 30 days prior
to the close of the taxable year for which it is desired to effect
the change. ;

Worthless debts arising from unpaid rents, and similar items of
taxable income, will not be allowed as a deduction unless the
income such items represent has been included in the return of
income for the year for which the bad debt deduction is claimed,
or for a previous year. :

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

21. Interest—Enter interest paid or accrued on business indebt-
edness. Do not include in line 21 interest on indebtedness
incurred or continued to purchase or carry obligations (other than
obligations of the United States issued %fter September 24, 1917,
and originally subscribed for by the taxpayer) 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.

22. Taxes.—Enter taxes paid or accrued during the taxable year
and fill in Schedule G. Do not include Federal income, war-
profits, and excess-profits taxes; estate, inheritance, legacy, succes-
sion, and gift taxes; foreign or United States possession income
taxes if any credit is claimed in line 47, page 3; Federal taxes
paid on bonds containing a tax-free covenant, nor taxes not im-
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posed upon the taxpayer. See section 164 (d) regarding appor-
tionment of taxes on real property between seller and purchaser.

23, Contributions or gifts paici’—Enter contributions or gifts
actually paid within the taxable year to or. for the use of (1) a
State, a Territory, a possession of the United States, or any political
subdivision of any of the foregoing, or the United States or
the District of Columbia for exclusively public purposes; (2) a
corporation, trust, or community chest, fund, or foundation, created
or organized in the United States or in any possession thereof or
under the law of the United States, or of any State or Territory,
or of the District of Columbia, or of any possession of the United
States, organized and operated exclusively for religious, charitable,
scientific, literary, or educational purposes or the prevention of
cruelty to children or animals (but in the case of contributions or
gifts to a trust, chest, fund, or foundation only if such contribu-
tions or gifts are to be used within the United States or any of its
possessions exclusively for such purposes), no part of the net earn-
ings of which inures to the benefit of any private shareholder or
individual, and no substantial part of the activities of which is
carrying on propaganda, or otherwise attempting to influence leg-
islation; (3) posts-or organizations of war veterans, or auxiliary
units of, or trusts or foundations for, any such posts or organiza-
tions, if such posts, organizations, units, trusts, or foundations are
organized in the United States or any of its possessions, and if no
part of their net earnings inures to the benefit of any private share-
holder or individual; or (4) nonprofit cemetery or burial com-
panies. The amoynt claimed shall not exceed 5 percent of the
corporation’s taxable income computed without regard to (1)
this deduction, (2) the “special deductions” in lines 35 to 39,

page 3, and (3) any net operating loss carryback to the taxable

year under section 172.

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 on or before the fifteenth day of the
third month following the close of the taxable year; and if the
contribution or gift has during the taxable year been authorized
by the board of directors of the corporation. A copy of such
authorization must be attached to the return. Do not deduct as
a business expense charitable contributions which come within the
above description, but which are unallowable in whole or in part
because of the limitation contained in section 170.

Any contributions paid during the taxable year in excess of the
amount deductible may be carried over and deducted in the two
succeeding taxable years subject to the 5 percent limitation pro-
vided in section 170 (b) (2).

24. 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) and the regulations thereunder.
Theft losses are deductible only in the year in which discovered.

25. Amortization.—If a deduction is claimed on account of
amortization, fill in Schedule I. The law makes special provisions
for amortization of certain kinds of assets and expenditures:

(a) Emergency facilities—A corporation is entitled at its elec-
tion to a deduction with respect to the amortization of the
adjusted basis (for determining gain) of an emergency facility,
such amortization to be based on a period of 60 months. The term
“emergency facility” means any facility, land, building, machinery,
or equipment, or any part thereof, the construction, installation,
or acquisition of which was completed after December 31, 1949,
and with respect to which a certificate has been issued. The
cost or other basis subject to amortization is limited to the portion
thereof which has been certified as attributable to defense purposes
by the appropriate certifying authority. The corporation may
elect to take such a deduction starting with the month following.
the month in which the facility is completed or acquired, or with
the succeeding taxable year, by filing a statement with the return
for the taxable year in which falls the first month of the period
so elected. The portion of the basis of such a facility not subject
to amortization may be recovered by deductions for depreciation
under section 167. A corporation may elect to terminate its
amortization deductions at any time by filing a written statement
with the District Director of Internal Revenue. If the taxpayer
elects to discontinue amortization deductions, the unamortized
basis of the facility is subject to the depreciation provisions of law.
(Section 168.) : :

(b) Grain storage facilities—A corporation may elect to amor-
tize the adjusted basis (for determining gain) of a grain storage
facility ratably over a 60-month period. The term ““grain storage
facility” means (1) any public grain warehouse permanently
equipped for receiving, elevating, conditioning, and loading out
grain, and (2) any corncrib, grain bin, or grain elevator, or any
similar structure suitable primarily for and intended for the stor-
age of grain produced by the taxpayer. Such term does not

include any facility any part of which is an “emergency facility.”
The amortization deduction is allowable only if the facility is
completed after December 31,”1952, and only with respect to
property of a character which is subject to the allowance for
depreciation under section 167. If a structure is converted
through alteration or remodeling into a structure so described
and if the alteration or remodeling is completed after December
31, 1952, then such alteration or remodeling shall be treated as
the construction of a grain storage facility. The 60-month period
shall, at the election of the taxpayer, begin with the month follow-
ing the month in which the facility is completed or acquired,
or with the succeeding taxable year, The election must be made
by a statement in the return for the year in which the period
begins, and may be terminated at any time by filing a written
statement to that effect with the District Director of Internal
Revenue. If the taxpayer elects to discontinue amortization
deductions, the unamortized basis of the facility is subject to the
depreciation provisions of law. (Section 169.)

(¢) Research and experimental expenditures.—A corporation
may treat research or experimental expenditures paid or incurred
by it during the taxable year as expenses not chargeable to capital
account and may deduct them. As an alternative, such expendi-
tures, if they are chargeable to capital account, may at the tax-
payer’s election, be treated as deferred expenses, and amortized
ratably over a period of not less than 60 months beginning with
the month in which the taxpayer first realizes benefits from such
expenditures. However, if the property resulting from such ex-
penditures has a determinable useful life, the capitalized expendi-
tures must be amortized over such life in accordance with the
provisions of section 167.

Expenditures which are chargeable to property of a character
subject to an allowance for depreciation or depletion, expendi-
tures for land, and expenditures for the purpose of ascertaining
the existence, location, extent, or quality of any deposits of ore
or other mineral (including oil or gas) are not subject to amor-
tization as deferred expenses for research and experimentation.

A corporation electing to amortize research and experimental
expenditures may make an election by attaching a statement to
the return for the first taxable year to which the election is
applicable.” The method or period selected for such amortization
cannot be changed unless prior approval is secured. (Section 174.)

(d) "Exploration expenditures.—Under section 615 a corpo-
ration may deduct expenditures paid or incurred by it during the
taxable year for ascertaining the existence, location, extent or
quality of any deposit of ore or other mineral (other than oil
or gas) in an amount not exceeding $100,000 paid or incurred
before the beginning of the development of such deposit. At
its election it may treat such expenditures (in an amount not
exceeding $100,000 in a taxable year) as deferred expenses de-
ductible on a ratable basis as the units of produced ores or
minerals (discovered or explored by reason of such expenditures)
are sold. Such election must be made on the return or by filing
a statement not later than 6 months after the filing of the return,
for any taxable year to which such election is applicable. The
election 'shall be binding for the taxable year with respect to
which it is made. No further deduction or election may be taken
or exercised under section 615 if in any four preceding years
(not necessarily consecutive) the taxpayer or certain transferors
of such mineral or property have been allowed a deduction or
made such election. (Section 615.)

(¢) Development expenditures—A corporation may deduct
expenditures paid or incurred during the taxable year for the
developing of a mine or any other natural deposit (other than
an oil or gas well) if paid or incurred after the existence of ores
or minerals in commercially marketable quantities has been dis-
closed. At its election it may treat such expenditures as deferred
expense deductible on a ratable basis as the units ofe produced
ores or minerals benefited by such expenditures are sold. Such
election must be made on the return or by filing a statement not
later than 6 months after filing the return for the taxable year for
which the election is applicable. (Section 616.)

(f)  Organizational expenditures.—A corporation may elect to
amortize expenditures which are incident to the creation of the
corporation ratably over a period of not less than 60 months
(beginning with the month in which the corporation begins busi-
ness). These expenses must be chargeable to capital account and
of a character which, if expended incident to the creation of a
corporation with limited life, would be amortizable over such life.
Amortization may not be taken on such expenditures paid or
incurred before August 16, 1954. Such election may be made
by filing a statement with the return for the year in which the
election is made. The statement shall set forth the description
and amount of the expenditures and the number of months over
which such expenditures are to be deducted. (Section 248.)
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(g) Trademark and tradename expenditures.—A corporation
may elect to treat these expenditures (if paid or incurred in a
taxable year beginning after December 31, 1955) as deferred
expense, deductible ratably over a period of not less than 60
months. (Section 177.)

26. Depreciation.—If a deduction is claimed on account of
depreciation, fill in Schedule J. A reasonable allowance for the
exhaustion, wear and tear, and obsolescence of property used in
the trade or business or of property held by the taxpayer for the
production of income shall be allowed as a depreciation deduction.
The allowance does not apply to inventories or stock-in-trade nor
to land apart from the improvements or physical developments
added to it. Depreciation on leasehold improvements, patents
and copyrights shall be included in Schedule J.

The useful life of an asset can be measured in units of produc-
tion, etc., but the ordinary practice is to measure useful life in
years. Business experience, engineering information, and other
relevant factors provide a reasonable basis for estimating the useful
life of property. The cost (or other basis) to be recovered should
be charged off over the expected useful life of the property. For
guidance, comprehensive tables of “average useful lives” of
various kinds of buildings, machines, and equipment in many
industries and businesses have been published in a booklet called
Bulletin F, which may be purchased for 30 cents from the Super-
intendent of Documents, Government Printing Office, Washington
25, D. C. A brief description of the various methods of depre-
ciation follows:

(a) Straight line method.—The most common method of com-
puting depreciation is the “straight line” method. It allows for
the recovery of cost in equal annual amounts over the life of the
property, with only salvage value remaining at the end of its
useful life. To compute the deduction, add the cost of improve-
ments to the cost (or other basis) of the asset and deduct both
the estimated salvage value and the total depreciation allowed
or allowable in past years. 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.—Under this method a uniform
rate is applied each year to the remaining cost or other basis of
property (without adjustment for salvage value) determined at
the beginning of such year. For property acquired before Jan-
uary 1, 1954, or used property whenever acquired, the rate of
depreciation under this method may not exceed one and one-half
times the applicable straight-line rate.

(¢) Special rules for new assets acquired after December 31,

1953.—The cost or other basis of an asset acquired after Decem-
ber 31, 1953, may be depreciated under methods proper in the
past; or, it may be depreciated under any of the following methods
provided (1) that the asset is tangible, (2) that it has an estimated
useful life of three years or more, and (3) that the original use
of the asset commenced with the taxpayer and commenced after
December 31, 1953. If an asset is constructed, reconstructed, or
erected by the taxpayer, so much of the basis of the asset as is
attributable to construction, reconstruction, or erection after De-
cember 31, 1953, may be depreciated under methods proper in
the past; or, it may be depreciated under any of the following
methods provided that the asset meets qualifications (1) and (2)
above.

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

(2) Sum of the years-digit method.—Under this method annual
allowances for depreciation are computed by applying changing
fractions to the taxpayer’s cost or other basis of property (reduced
by estimated salvage).

The deduction for each year is computed by multiplying the
cost or other basis of the asset (reduced by estimated salvage
value) by the number of years of useful life remaining (including
the year for which the deduction is computed) and dividing the
product by the sum of all the digits corresponding to the years
of the estimated useful life of the asset. In the case of a 5-year
life this sum would be 15 (54+4+3+42+1). For the first year
five-fifteenths of the cost reduced by estimated salvage value 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 allowances
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. A

27. Depletion of mines, oil and gas wells, timber, etc.—If a
deduction is claimed on account of depletion, procure from the
District Director: Form M (mines and other natural deposits),
Form O (oil and gas), or Form T (timber), fill in and file with
return. If complete valuation data have been filed with question-
naire in previous years, then file with your return information
necessary to bring your depletion schedule up to date, setting forth
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in full statement of all transactions bearing on deductions from
or additions to value of physical assets during the taxable year with
explanation of how depletion deduction for the taxable year has
been determined. (Sections 611, 612, and 613.) Expenditures
to be deferred and deducted ratably under the election provided
in sections 616 (b), relating to certain expenditures in the devel-
opment of mines, and 615 (b), relating to deductions for mine
exploration, are not to be taken into account in determining the
adjusted basis for property for the purpose of computing a deduc-
tion for depletion under section 611.

28. Advertising.—Enter on line 28 the total amount paid or
incurred during the year for advertising. Expenditures for adver-
tising, to be deductible, must be ordinary and necessary and bear
a reasonable relation to the business activities in which the cor-
poration is engaged. ¥

29 (a). Pension, annuity, stock bonus, or profit-sharing plans.—
Enter on line 29 (a) the total amount deductible under section
404. A corporation claiming a deduction under section 404 must
submit with its return, in addition to the information specified in
the regulations concerning such deduction, a statement with
respect to each plan showing the type of plan, i. e., pension,
annuity, profit-sharing, stock bonus, or other plan deferring the
receipt of compensation, whether or not the plan is qualified under
section 401 (a), and if trusteed, whether or not the trust is exempt
under section 501 (a), and the methodsof funding, i. e., individual
annuity or insurance contracts, group annuity contract, group
permanent contract, or self-insured trust. If not funded, so
indicate.

29 (b). Other employee benefit plans.—Enter on line 29 (b)
deductions for contributions to employee benefit plans other than
those claimed on line 29 (a), such as insurance, health, or welfare
plans. Submit with the return a schedule for each plan showing
(1) the nature of benefits, i. e., group term life insurance, group
permanent life insurance, noninsured death benefit, hospitaliza-
tion, surgical, medical, sickness, accident, major medical expense,
or other welfare benefits; (2) method of financing, i. e., insured,
industry or areawide fund, self-insured fund, or direct benefit
payments; (3) the amount of deduction; (4) the amount of
employee contributions; (5) the number of employees covered;
and (6) if a self-insured plan, the amount of benefits paid during
the taxable year. Also show the number of employees employed
by the corporation. :

30. Other deductions authorized by law.—Enter on line 30 any
other authorized deductions for which no space is provided on the
return. Any deduction claimed should be explained in Schedule K.

No deduction is allowable for the amount of any item or part
thereof allocable to a class of exempt income, including tax-exempt
interest income only to the extent that amounts otherwise allow-
able under section 212 are allocable thereto. However, for interest
on indebtedness incurred or continued to purchase or carry tax-
exempt securities, see instruction 21. 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 holding 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 holders of accounts as divi-
dends on their deposits or withdrawable accounts, if such amounts
may be withdrawn on demand subject only to customary notice
of intention to withdraw, are allowable deductions in computing
taxable income. (Section 591.)

Under section 592 a special deduction in computing taxable
income is allowed a mutual savings bank not having capital stock
represented by shares, a domestic building and loan association,
or a cooperative bank without capital stock organized and operated
for mutual purposes and without profit, for repayment during the
taxable year of loans made before Séptember 1, 1951, by the
United States or its wholly owned agencies, or by a mutual
fund established under the authority of State law.

For deductions on account of research and experimental ex-
penditures, and exploration and development expenditures in the
case of mines, see instruction 25.

33. 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 for taxable years ending after December 31, 1953, may
be carried back 2 years (1 year for excess profits tax purposes)
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and carried over 5 years. The net operating loss must first be
carried to the earliest of the 7 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 6 taxable years
shall be the excess, if any, of the amount of such loss over the
sum of the taxable income for each of the prior taxable years to
which such loss may be carried. (Section 172 (b).)

The term “net operating loss” means, for taxable years ending
after December’/31, 1953, the excess of allowable deductions over
gross income, computed with the following modifications:

(a) No net operating loss deduction is allowed,

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

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

(d) The special deduction allowed by section 247 (dividends
paid on certain preferred stock of public utilities) is computed
without regard to the provisions of subsection (a) (1) (B) of such
section.

As stated, the net operating loss deduction is the sum of the
carryovers and carrybacks. However, the following modifications
must be taken into account in determining the taxable income
for any year which must be subtracted from a net operating loss
to determine the portion of such loss which will still be available
to carry to a subsequent year:
® (a) The special deductions provided in sections 242 (partially
tax-exempt interest) and 922 (Western Hemisphere trade corpora-
tions) are not allowed.

(6) 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.

With respect to all taxable years, whether they begin before, on,
or after January 1, 1954, in determining the amount of any net
operating loss carryback or carryover to any taxable year, the
necessary computations involving any other taxable year must be
made under the law applicable to such other taxable year. (Sec-
tion 172 (e).)

The determination of any taxable year to which a net operating
loss sustained in a taxable year ending before January 1, 1954,
may be carried, must be made under the Internal Revenue Code
of 1939; such determination for a net operating loss sustained in
any taxable year ending after December 31, 1953, shall be made
under the 1954 Code. (Section 172 (g).)

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

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

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

Section 852 (b) (2) provides that no net operating loss deduc-
tion shall be allowed in the case of a regulated investment
company.

35. 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 obligations. This deduction must be reduced by any
amortizable bond premium as provided in section 171.

36. Dividends received deductions.—(a) Dividends received
from a domestic corporation.—Enter an amount equal to 85 per-
cent of the amount received as dividends (except dividends on
certain preferred stock of public utilities) from a domestic cor-
poration subject to income tax.. Amounts received as dividends
from mutual savings banks, cooperative banks, and domestic build-
ing and loan associations and allowed as a deduction to such banks
or building and loan asspciations 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.

(b) Dividends received on certain preferred stock of public
utilities.—Enter 62.115 percent for taxable years beginning after
December 31, 1953, and prior to April 1, 1957 (59.681 percent
for taxable years beginning on or after April 1, 1957), of the
amount received as dividends on the preferred stock of a public
utility which is subject to income tax and is allowed a deduction,
as provided in section 247, for dividends paid.

(¢) Dividends received from certain foreign corporations.—
Enter 85 percent of dividends received from certain foreign cor-
porations. See section 245 for qualifications and limitations on
the amount of this deduction.

37. 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.

38. Deduction for dividends paid on certain preferred stock of

public utilities.—In the case of a public utility there is allowed,
in accordance with section 247, an amount equal to 26.923 per-
cent for taxable years beginning after December 31, 1953, and
prior to April 1, 1957 (29.787 percent for taxable years beginning
on or after April 1, 1957), of the lesser of (1) the amount of
dividends paid on its preferred stock during the taxable year,jor
(2) the taxable income for the taxable year computed without
regard to the deduction provided 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).
- 39. Deduction for Western Hemisphere trade corporations.—In
the case of a Western Hemisphere trade corporation, as defined in
section 921, there is allowed under section 922 a deduction equal
to 26.923 percent for taxable years beginning after December 31,
1953, and prior to April 1, 1957 (29.787 percent for taxable
years beginning on or after April 1, 1957), of the taxable income
of such corporation computed 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.

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

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

If a proper application is filed, the taxpayer may elect to pay
whichever tax under the following two methods is greater, in place
of the shdrt period tax under section 443 (b) (1): (1) Establish
the actual taxable income for the 12 months beginning with the
first day of the short period ; then compute the tax on that income.
Then determine as a short period tax that part of the tax so com-
puted which bears the same proportion to the total tax so com-
puted as the taxable income of the short period bears to the taxable

income of the 12 months. However, a taxpayer which distributes -

substantially all its asscts before the end of the 12-month period
described above, shall employ in the above computation the 12-
month period ending with the last day of the short period.
(2) Compute a tax on the taxable income of the short period as
if the short period were a full taxable year.

In annualizing income of a short period consisting of 7 days
or more, by reason of a change to a 52—-53 week fiscal year, the
annualization is made on a daily basis as provided in section

441 (f) (2) (B) (iii).

TAX COMPUTATION INSTRUCTIONS

1. Normal tax.—Section 11 provides a normal tax for taxable
years beginning before April 1, 1957, equal to 30 percent of tax-
able income. In the case of a taxable year beginning after March
31, 1957, 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 11 shall not apply
to a corporation subject to a tax imposed by—(1) section 594
(relating to mutual savings banks conducting life insurance
business), (2) subchapter L (section 801 and following, relat-
ing to insurance companies), (3) subchapter M (section 851
and following, relating to regulated investment companies), or
(4) section 881 (a) (relating to foreign corporations not engaged
in business in United States).
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4. Consolidated returns.—Section 1503 provides that the tax
imposed under section 11 (c) or section 831 shall be increased
for any taxable year for which an affiliated group of includible
corporations makes or is required to make a consolidated return
by 2 percent of the consolidated taxable income (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-
cluded in such group.

5. Insurance companies other than life or mutual.—All insurance
companies (other than life or mutual insurance companies), in-
cluding mutual marine insurance companies and mutual fire in-
surance 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 and
differs 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. (Section 831.)

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

The tax consists of the sum of—(1) a partial tax computed
under section 11 upon the taxable income of the bank determined
without regard to any items of gross income or deductions properly
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allocable to the business of the life insurance department; and
(2) a partial tax upon the taxable income (computed as pro-
vided in section 803) of the life insurance department deter-
mined without regard to any items of gross income or deductions
not properly allocable to such department, at the rates and in
the manner provided in subchapter L with respect to life insurance
companies.

Tax computation.—For the purpose of computing the first par-
tial tax, a mutual savings bank should use Form 1120, filling in
all applicable items (except lines 46 and 48, page 3) and sched-
ules. The first partial tax should be computed by using lines 42
to 46 on page 3 of Form 1120. For the purpose of computing the
second partial tax Form 1120L should be used. The first partial
tax should be added to the second partial tax and the sum thereof
entered on line 46 as the total income tax. Subtract from line 46
the sum of any credits on line 47 and enter on line 48 the balance
of income tax. Form 1120L properly filled in should be attached
to and made a part of Form 1120 and properly identified as an
accompanying schedule. However, any Form 1120L so used need
not be separately executed under the penalty of perjury.

7. Credit for taxes.—If, in accordance with section 901, a credit
is claimed by a domestic corporation on line 47, page 3, on
account of income, war profits and excess profits taxes paid or
accrued to a foreign country or a possession of the United States,
Form 1118 should be submitted with the return. In case credit
is sought for taxes accrued but not paid, the District Director may
require a bond on Form 1119 as a condition precedent to the
allowance of the credit.

8. Resident foreign corporations,—Foreign corporations en-
gaged in trade or business within the United States are subject to
tax on their income from sources within the United States at
the rates specified in section 11. (Section 882.)

9. Regulated investment companies.—For provisions relating to
the method of taxation of regulated investment companies, see
sections 851 through 855.
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“Manufacturing cotton broad woven fabric,” “Wholesale food,” or “Retail apparel.”

PRINCIPAL BUSINESS ACTIVITY

In reporting the “Principal business activity,” on page 1, give the one business activity that accounts for the largest percentage
of “total receipts.” “Total receipts” means gross sales (line 1, page 2), plus gross receipts (line 4, page 2)_, plus all other income (lines 7
through 14, page 2). State the broad field of business activity as well as the specific product or service, such as “Mining copper,”

of the detailed industry groups listed below, show only one which is the major source of receipts.
the heading “FINANCE” if over 50 percent of “total receipts” consists of investment income.

Enter the ‘“business group code number” on page 1 from the following list.
from which the largest percentage of ‘“total receipts” is derived.

AGRICULTURE, FORESTRY, AND
FISHERIES

Code

011 Farms and agricultural services.

081 Forestry, excluding logging camps.

091 Fisheries.

MINING

Metal mining:

101 Iron ore,

102 Copper, lead, zine, gold, silver ores.

109 Other metal mining.

Coal mining:

111 Anthracite coal.

121 Bituminous coal and lignite.

Crude petroleum and natural gas extraction:

131 Crude petroleum, natural gas, and
. natural gasoline. :

138 Oil- and gas-field contract services.

N Ilic mineral mining:

141 Stone, sand, gravel.

149 Other nonmetallic minerals, ex-

cept fuels.

CONSTRUCTION

151 General contractors: buildings.
152 General contractors: other.
155 Special trade contractors.

159 Other construction.

MANUFACTURING

Beverages: .
191 Bottled soft drinksand carbonated
water!

¥
192 Malt liquors and malt.

194 Wines.

195 Distilled,rectified,blended liquors.

Food and kindred products:

200 Meat products.

201 Dairy products, except market
milk dealers.

202 Canning and preserving fruits,
vegetables, and seafoods.

203 Grain-mill produects, except cereal
preparations.

204 Bakery products.

205 Sugar, cane and beet.

206 Confectionery, related products.

207 Cereal preparations.

208 Other food preparations and kin-
dred produets, including manu-

? factured ice and flavoring sirups.

Tobacco manufacturers:

212 Cigars.

219 Other.

Textile-mill products:

220 Yarn and thread mills (cotton,
wool, silk, and synthetic fiber).

221 Broad-woven fabric mills (woolen
and worsted).

222 Broad-woven fabric mills (cotton).

223 Narrow fabrics and other small
wares mills (cotton, wool, silk,
and synthetic fiber).

224 Knitting mills.

225 Dyeing and finishing textiles,"

except knit goods.

226 Carpets, rugs, and other floor
coverings.

227 Hats, except cloth and millinery.

228 Other textile goods, including
rayon and silk broad-woven
fabric mills.

Apparel and other finished products made
from fabrics and similar materials:
231 Men’s and boys’ clothing and

furnishings, except fur and

rubber.

233 Women’s clothing, and children’s
and infants’ wear, except fur and
rubber.

235 Millinery.

236 Fur goods.

237 Other apparel and accessories
including gloves, robes, and

raincoats.

238 Other fabricated textile products
including curtains, bags, and
awnings.

Lumber and wood products (except fur-

niture):

241 Logging camps, logging contrac-
tors, sawmills, and planing mills.

243 Millwork, plywood, and prefabri-
cated structural wood products.

244 Wooden containers.

249 Other wood products.

Furniture and fixtures (wood or metal):

251 Furniture—household, office, pub-
lic building, and professional.

254 Partitions, shelving, lockers; and
office and store fixtures.

Code

256 Window and door screens, shades
and venetian blinds.

259 Other, including restaurant fur-
niture.

Paper and allied products:

261 Pulp, paper, and paperboard mills,

266 Paper bags and paperboard con-
tainers and boxes.

269 Pulp goods, and other converted
paper products.

Printing, publishing, and allied industries:
271 Newspapers.
272 Periodicals.

273 Books. s
275 Commercial printing, including
lithographing. P
278 Other publishing, bookbinding,
and service industries for the

printing trade.

Chemicals and allied products:

280 Industrial inorganic chemicals,

281 Industrial organic chemicals, in-
cluding plastic materials, syn-
thetic rubber, and synthetic
fibers.

282 Drugs and medicines.

283 Soap and glycerin, cleaning and
polishing preparations, and sul-
fonated oils and assistants,

284 Paints, varnishes, lacquers, color
pigments, ete.

285 Perfumes, cosmetics, and other
toilet preparations.

286 Fertilizers.

287 Vegetable and animal oils and fats,
except edible cooking oils.

288 Other chemicals, including gum
and wood chemicals.

Products of petroleum and coal:

291 Petroleum refining.

299 Other.

Rubber products:

301 Tires and inner tubes.

309 Other rubber products.

Leather and leather products:

311 Leather: tanned, curried, ete,

314 Footwear (except rubber).

319 Other leather goods.

Stone, clay, and glass products:

321 Glass and glass products.

324 Cement (hydraulic).

325 Structural clay products.

326 Pottery and related products.

327 Concrete, gypsum, and plaster
products, including lime.

328 Cut-stone and stone products.
329 Abrasive, asbestos, and other non-
metallic mineral products.

Primary metal industries:

331 Blast furnaces, steel works, and
rolling milis.

332 Iron and steel foundries.

333 Primary and secondary smelting,
refining, rolling, drawing, and
alloying of nonferrous metals
and alloys.

336 Nonferrous foundries.

338 Other primary metal industries,
including iron and steel forgings
and wire drawing.

Fabricated metal products (except ord-
nance, machinery, and transportation
equipment):

340 Tin cans and other tinware.

341 Cutlery, hand tools, and general

hardware.

342 Heating apparatus (except elec-
tric) and plumbers’ supplies.

343 Fabricated structural metal prod-
ucts, including boiler shop
products,

345 Metal stamping, coating, and en-

graving,

346 Lighting fixtures.

347 Fabricated wire products.

348 Other fabricated metal products,
including screw machine prod-
ucts.

Machinery (except electrical):

350 Enginesand turbines, except auto-
motive, aireraft, and railway.

351 Agricultural mchy. and tractors.

352 Construction and mining machin-
ery and equipment.

353 Metalworking machinery includ-
ing machine tools.

354 Special-industry machinery.

355 General industry machinery and
equipment.

Code
356 Office and store machines and

evices.
3857 Service industry and household
machines.
358 Other machinery parts, and ma-
chine shops.

Eledri.cll machinery, equipment, and sup-

plies:

361 Electrical generating, transmis-
sion, distribution and industrial
apparatus.

362 Electrical appliances.

363 Insulated wire and cable.

364 Electrical equipment for motor
vehicles, aircraft, and railway
locomotives and cars.

365 Electric lamps.

366 Radio, radar, and television equip-
ment, and phonographs (except
radio tubes).

367 Other communication equipment
and related products,

368 Miscellaneous electrieal products,
including batteries.

Transportation equipment (except electri-

cal and motor vehicle equipment):

372 Aircraft and parts, including air-

craft engines.

373 Ship and boat building, repairing.

374 Railroad equipment, including
locomotives, and street cars.

375 Motorcycles, bicycles and parts.

379 Other transportation equipment.

Motor vehicles and motor vehicle equip-
ment (except electrical equipment):

381 Motor vehicles, including bodies
and truck trailers.

384 Motor vehicle parts and accesso-
ries, including engines, and trail-
ers for passenger cars.

Ordnance and accessories:

391 Guns, and related equipment in-
cluding small arms.

396 Small arms ammunition.

399 Other.

Professional, scientific, and controlling
instruments; photographic and opti-
cal goods:

401 Professional, scientific, and con-
trolling instruments, including
photographic and optical goods.

407 Watches, clocks, and clockwork-
operated devices.

Other manufacturing industries:

411 Jewelry (precious metal), silver-
ware and plated ware.

412 Costume jewelry (except precious

metal).

413 Fabricated plastic products, ex-
cept plastic materials.

419 Other, including matehes.

TRANSPORTATION,COMMUNICATION,
AND OTHER PUBLIC UTILITIES

Transportation:

461 Railroads, railway express.

462 Urban, suburban, and interurban
railways (with and without
busses) .

463 Trucking and warehousing.

464 Other motor vehicle transporta-
tion, including taxicabs and

busses.

465 Petroleum pipelines.

466 Water transportation.

467 Air transportation.

468 Services, supplementary to trans-
portation.

469 Other transportation.

Communication:

471 Telephone (wire or radio).

472 Telegraph (wire and radio).

473 Radio broadcasting and television.

479 Other communication.

Electric and gas utilities:

481 Electric light and power.

482 Gas production and distribution,
except natural gas production.

Other public utilities:

491 Water supply.

499 Other public utilities.

WHOLESALE TRADE

501 Commission merchants.,

Other wholesalers:

510 Food, including milk.

511 Alcoholic beverages.

512 Apparel and dry goods.

513 Chemicals, paints, and drugs.

514 Hardware, electrical goods, plumb-
ing and heating equipment, and

supplies.
515 Lumber, millwork, and construe-
tion materials.

v

Where receipts are derived from two or more
Use the appropriate group under

Give the code for the specific industry group

Code

616 Machinery, equipment, and
supplies.

517 Farm products—raw materials.

518 Other wholesalers.

RETAIL TRADE
521 Food, including milk,
General merchandise:
531 Department stores.
532 Mail-order houses.
533 Variety stores.
539 Other general merchandise,
541 Apparel and accessories.
551 Furniture, home furnishings, etec.

Aut ive deal deal in parts and

ies, and filling
561 Automobiles and trucks.
563 Parts, accessories, tires, batteries.
564 Filling stations.
571 Drug stores.
581 Eating and drinking places.
Lumber, building materials, and hardware:
591 Lumber and building materials.
595 Hardware and farm implements.
Other retail trade:
601 Liquor stores.
607 Jewelry stores.
608 Other retail stores.

FINANCE, INSURANCE, AND REAL
ESTATE

Banks and trust companies:

621 Banks and trust companies (ex-
cluding mutual savings banks).

622 Mutual savings banks.

Credit agencies other than banks:

632 Savings and loan associations.

634 Personal credit agencies.

635 Business credit agencies.

638 Other credit institutions.

Holding and other investment companies:

641 Operating-holding companies
(companies which derived less
than 90 percent but more than
50 percent of ‘“‘total receipts’’
from investments).

642 Other investment and holding
companies (companies which de-
rived 90 percent or more of total
receipts from investments).

651 urity and commodity brokers,

dealers, exchanges, and services.

Insurance carriers:

661 Life insurance.

662 Mutual, except life or marine, and
except mutual fire insurance com-
panies issuing perpetual policies.

669 Other.

671 Insurance agents, brokers, and service

Real estate:

681 Real estate owners and operators,
including lessors of buildings
(excludes developers of real
property and lessors of real
property other than buildings).

683 Developers of real property, in-
cluding traders on own account.

684 Agents, brokers, managers, etc.

685 Title abstract companies.

689 Other real estate.

Lessors of real property, except buildings:

691 Agricultural, forest, and similar
properties.

692 Mining, oil, and similar properties.

693 Railroad property.

694 Public-utility property.

699 Other real property except build-
ings.

SERVICES

701 Hotels, rooming and boarding houses,
camps. -
Personal services:

721 Laundries, cleaning and dyeing.
723 Photographic studios including
commercial photography.

729 Other personal service.

Business services:

731 Advertising.

739 Other business services.

751 Automobile repair services and garages.

761 Other repair services.

Motion pictures: &

781 Motion picture production, dis-
tribution and service industries.

783 Motion picture theaters.

791 Amusement and recreation services
except motion pictures.

801 Other services, including schools.
enr—16—72859-1




FORM llzo

U. S. Treasury Depariment
Internal Revenue Service

and ending

U. S. CORPORATION INCOME TAX RETURN

FOR CALENDAR YEAR 1956

or other tazable year beginning _.____.

1956

, 1986,

, 195 Do not write in space below

PLEASE TYPE OR PRINT PLAINLY

Name

Number and street

City or town, postal zone number, county, State

A. Date incorporated ..
B. Place incorporated -

€. Business group code number and principal business activity
(See page 8 of Instructions)

D. Did the corporation at any time during the taxable year own 50
percent or more of the voting stock of another
domestic cOrporaHONP. . i, chiis Shs o Sl aTh s ek el [OYes [No

Did any corporation, individual, partnership, trust, or association at
any time during the taxable year own 50 percent
or more of the corporation’s voting stock? ......... [OYes [JNo
(If either answer is "'Yes,” attach separate schedule showing:
(1) name and address;
(2) percentage of stock owned;
(3) date stock was acquired; and
(4) the District Director’s office in which the income tax return of
such corporation, individual, partnership, trust, or association
for the last taxable year was filed.)

E. If corporation is a cooperative association, check whether:
(1) [J farmers’ marketing or a farmers’ purchasing cooperative
association,
(2) [] consumers' cooperative association, or
(3) [ other cooperative association.
F. Check if taxpayer is a sole proprietorship [] or partnership [] elect-
ing under section 1361 to be taxed as a corporation?

©. Did the corporation, during the taxable year, have any contracts or
subcontracts subject to the Renegotiation Act of
12 AR R ST 0 X0 S S RO o5 [0 Yes [JNo

(If answer is ''Yes,"’ state the approximate aggregate
gross dollar amount billed during the taxable
year under all such contracts and/or subcontracts.

(See General Instruction G-(4).)......... $

H. Did the corporation pay (or agree to pay) anyone other than an
employee for assistance in the preparation of this
S e Y e e U L e St = ISt e SR R [0 Yes [JNo

If answer is “'Yes,"” enter his name

1. Enter amount of income (or deficit) from:
(a) item 31, page 1, Form 1120, 1954 ....$

() line 32, page 3, Form 1120, 1955 . ...

(If answer is “'Yes,” Schedule 1120 PH must be attached.)

L. Did the corporation make a return of information on Forms 1096
and 1099 or Form W-2 for the calendar year 1955?
(See General Instruction G—=(I)) ... .. ..ovvvvennn..n. O Yes [ No

FILL IN REMAINDER OF THIS PACE AFTER COMPLETING PAGES 2 AND 3

P Enter amounts shown on page 2, if none write 'None": line 1, $ lirierd A G = oo RS Hnail 5 S b s
COMPUTATION OF TAX DUE OR REFUND
1. Tolalimoomel tax (e B0 e B i L s i o d L G e IV ehs gloTor=h o1 ea TS b ok S v g
2. Credits for amounts paid on 1956 income tax:
A. Tax paid with application for extension of time in which tofile ................ 8.

B. Payments and credits on 1956 Declaration of Estimated Tax.....

3. If tax (line 1) is larger than payments (line 2), the balance is TAX DUE. Enter such balance here ——w->|§
(For installment payments see Instruction D.)
4. If payments (line 2) are larger than tax (line 1)................. Enter the OVERPAYMENT here —m7m —> |$
5. Enter amount of line 4 you want: Credited on 1957 estimated tax.... $ 2
Rolondsd, 8t ook o Weri s it o $. i

SIGNATURE AND VERIFICATION (See Instruction E)
I declare under the penalties of perjury that this return (including any accompanying schedules and statements) has been examined by me

and to the best of my knowledge and belief is a true, correct, and complete return.

CORPORATE
SEAL

(Date) (Signature of officer)

(Title)

I declare under the penalties of perjury that I prepared this return for the taxpayer named herein; and that this return (including any accom-
panying schedules and statements) is, to the best of my knowledge and belief, a true, correct, and complete return based on all the information
relating to the matters required to be reported in this return of which I have any knowledge.

(Date) (Individual or firm signature)

(Address)

FORM 1120

16—72782-1



TAXABLE INCOME COMPUTATION

Instruction
and Line No.

1.

3.

4.

12.
13.

14.

15.

16.

17.

18.

21.

GROSS INCOME

Less: Returns and
; allowances $

Gross sales (where inventories
are an income-determining factor) $

Less: Cost of goods sold (Schedule A)

Gross profit from sales

Gross receipts (where inventories are not an income-determining
factor)

Less: Cost of opefctions (Schedule B)

Gross profit where inventories are not an income-determining factor. ....................

Dividends (Schedule C)............. T eSO 0, o iy w0 AT s A s R e AT

Interest on loans, notes, mortgages, bonds, bank deposits, etc

Less: Amortizable
Bond Premium

Gross Amount of
Interest

Interest on corporation bonds, etc. ..................
Interest on obligations of the United States, etc.:

(a) Issued prior to March 1, 1941—(1) U. S. savings
bonds and Treasury bonds owned in excess of the
principal amount of $5,000, and (2) obligations
of an instrumentality of the

(b) Obligations issued on or after March 1, 1941, by
the U. S. or any agency or mstrumentallty thereof.

I L R T O S SRS e B0 TN kS SN s TSR el T SR e il
Gains and losses (from separate Schedule D):

(a) Net short-term capital gain reduced by any net long-term capital loss. ...............
(b) Net long-term capital gain reduced by any net short-term capital loss. ...............
(c) Net gain (or loss) from sale or exchange of property other than capital assets

Other income (itemize):

Total income in lines 3, and 6 to 14, inclusive

DEDUCTIONS
Compensation of officers (Schedule E)

Repairs (Do not include cost of improvements or capital expenditures)

Bad debts {Schedule F)

e ] i oot e e U R T L T s L i




a8 Ao oD ASOROAMIBA) - (o o iy o e sir o T T 5 e s B e i AL e s Ty L e e e
48: Depreciation: AScheduli ). . o R SFmbas &8 s ol Siees T o [Pl R Uh . T e e
21. Depletion of mines, oil and gas wells, timber, etc. (Attach schedule)..............uuueuwu|ommoo
28 Advertisine (At c B DO o s i it e o0 o e e fo e o ok, S whais et Sbans e it et v I el S SO
29. Amounts contributed under:

(a) Pension, annuity, stock bonus, or profit-sharing plans (Attach schedule)..............[..____

{b) | Other: employes:benslit plans: (Attaoh:seh8dule). . . .5 . . 7. ol vl v b e ad T snts sl st S To w S e
30." Other deducHons (Schettule K .t 3. i, P, s enn ot d « asPomis L, VL L e S b
31. Total  deductionssin Hnedslb:io 30 RclIBING. 1 v | T8 Bh wis A il Tl b el o0+ e A (B iR
32. Taxable income before net operating loss deduction and special deductions. ..............ccoiiiiiiiiinininnnn. $
33. Less::'Net operating loss'deduction (Attach 8chedule). . /. . i« . .o vuv e sovome ovsiaes s oss bils oo seisis o oiagmiss So e s
34 Taxcdble-iticomne before special-a@BANGHONE: (i< . cnoivis Mt WL oo T B P s SRR o $

SPECIAL DEDUCTIONS

35. Deduction for partially tax-exempt interest (net amount entered on line 10 (@))............ Bt e P
36. Dividends-received deductions:

(@) '85% of column 2, Schedale Cr. . . v iy i i iomons s shosied e e L B

(BRG2-11 39 of icolinnn 3 DONeEle B Tl e S o A O e s o s e

(c) 85% of dividends received from certain foreign corporations. .

37. Total dividends-received deductions (sum of lines 36 (a), (b), and (c) but not to exceed 85
percent of the excess of line 32 over the sum of lines 35 and 39) (See instructions in case
(o 6 7 e o ro b bolo e | i SRR SR TN DR X TR R S LN R IS IR A e o) ORISR R e
38. Deduction for dividends paid on certain preferred stock of public utilities (See instructions
I cae ol et oBe T g TR e o s sais b oo 4 s P e S g o T S
39. Deduction for Western Hemisphere trade corporations (See instructions in case of net oper-
o nisTe g (o L) e gl SN sl it oo MR S B0 T W i TR PN S ERAAT R | (L X e ¢ 7 by
40. Total special deductions....... e T S AL S SRR L T ST T Y $
41. Line 34 less line 40 (Enter income or loss here and on line 42(b)) . ..........coiiiiiu ittt iiieennesnnans $

TAX COMPUTATION FOR CALENDAR YEAR 1956 AND TAXABLE YEARS ENDING ON OR BEFORE MARCH 31, 1957
For other taxable years attach Schedule 1120 FY (See tax computation instructions)

42. (a) Amountofline35, $...__. .. (b) plus amount of line4l, $ . Enter total here =»|8$. |
43

If amount of line 42 is:
(a) Not over $25,000—
Enter 30 percent of line 42 (32 percent if a consolidated return) . ..........c..vviiriiiiiiinnnnneenn. $
(b) Over $25,000—
Enter 52 percent of line 42 (54 percent if a consolidated return)................. $
Subtidet $5.500 -ant enfelaiffarenoe M. |-, 1ot e e s e s 5,500.00 $ |

44
48% Normal tax ‘antl Surta e (Hne 1@ SHIees Tirie 4a)z i i 5t coidoe s oo 6 assie st o B e b e e ts e a5 4t hin s, s ioms ala e $

Adjustment for partially tax-exempt interest. Enter 30 percent of line 35, but not in excess of 30 percent of line 42. .

46. Income tax (line 45, or line 20 of separate Schedule D). .............ccoviiiiiiiiiinn.. e TR I S i

47. Credit allowed a domestic corporation for income taxes paid to a foreign country or United
States possetBiont(BubRRt OB TR i 2l o st n s b S maan s e o ve e mis o et e

481 Balarnice of incoms taxiline d0ilai Hne @ )yttt L L R e R S e e R $
49. Tax under section 541 of the Internal Revenue Code (from Schedule 1120PH)............. ...,
§0. Total income tax (line 48 plus line 49). Enter hereandonlinel,page 1.................................... $

Page 3

Page 5

The information required in Schedules A through K on pages 5 and 6 may be furnished on separate attachments if all the required facts
are included and the necessary figures are carried forward to the appropriate lines on pages 2 and 3. If separate attachments are
used, detach and discard pages 5 and 6.

Name and Address (Number, street, city, postal zone, county, State)

Schedule A.—COST OF GOODS SOLD. (See Instruction 2) Schedule B.—COST OF OPERATIONS
(Where inventories are an income-determining factor) (Where inventories are not an income-determining factor)

1. Inventory at beginningof year............. e R L 1. Salarieg: A WAGER: |\ it wed S v o $
2. Merchandise bought for manufacture orsale. |-........._____ 2. Other costs (to be detailed):
3. Salariés and'Wages. s« cwvb b ot i dvii v T A e S e W . o MR ORE S| T T R SR
4. Other costs per books (Attach schedule). . ... D R e Al A TR B ) b e
BubiTotal v s Bt g w5 o3 008 $ O b cat 1okt s o A S s o s TR e =
6. Less: Inventory atendof year............. N R S e NI e 0 Pl e S PR SR =5
7. Cost of goods sold (Enter here and on line 2, O e P R S S T R

5.0 1o |- IR PN R A S 8§ s Aok W e A $ 3. Total (Enter here and on line 5, page 2)...|$

Schedule C.—INCOME FROM DIVIDENDS

. : 3. Certain Preferred Stock
2. Domestic C ations | ** i Utiliti :
1. Name of Declaring Corporation T&aglelfjnd:;p(?hra tlet: 1, ‘l’,'“::,bl(':m"{le':'? Il’,f‘:::l:l 4. Foreign Corporations 5, Other Corporations
Internal Revenue Code* Revenue cgdo !
_____ Lt $ $ R ) R $ ixg
Lotalar o ot ok s s B e s S I e diss $ $ $ $
Total of columns 2, 3, 4, and 5 (Enter here andon line 7,page 2).......ciivtit e et etinienteeeanannneeeanns $

*Except (a) dividends on certain preferred stock of public utilities, which should be entered in column 3; and (b) dividends, whif:h should be entered in column 5, received from
China Trade Act corporations, from corporations to which section 931 applies. and from corporations exempt irom tax under sections 501 and 521.

Schedule D.—Separate Schedule D (Form 1120) should be used in reporting sales or exchanges of property and filed with this return
(See Instruction 13)

Schedule E.—COMPENSATION OF OFFICERS

i Percentage of Corporation’s Stock 3 f
3. Time Devoted to N Oartiad 6. Amount 0

1. Name and Address of Officer 2. Official Title Business P
4. Common 5. Preferred

Total compensation of officers (Enter hereandonline 16, page 2). ...........oovnovroeeeeveeenren e e e
Schedule F.—BAD DEBTS. (See Instruction 20)

Amount of Notes and Accounts Receivabie

If Corporation Carries a Reserve

L SCE e 4-|:::;|:'%$;"::;) e b S 5 Egﬁgiﬁ:z‘::é’é:%z;ﬁs 7. Gross Amount Added 8. Amount Charged

2. Beginning of Year 3. End of Year fo Reserve Against Reserve
188R% i vt il arreimehueg oo ofh il v ey o b T ame s Lo D RS Lt i et i sl T s I sl KSR S it D i
1984, v s RS a it ala | St e S SIS
YOBE . 5. drvcloainr bl B gl o 2 e g e L e e s S s s
1986 v e % e b S S D RERA R o] [ ol ol ot oyt et L S o (SRR e P e e R

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




Page 6

Schedule G.—TAXES. (See Instruction 22) Schedule H.——CONTRIBUTI_ONS OR CGIFTS PAID
(See Instruction 23)
Explanation Amount Name and Address of Organization Amount
i) ette o Sl o L e Sk Zia $ =
Contributions carryover (See instructions). . . . |—
Total contributions (Enter here and on line
Total (Enter here and on line 22, page 2). [$ 23, page 2, subject to 5 percent limitation). [$ %
Schedule . —_AMORTIZATION. (See Instruction 25)
F : : : 2. Date Acquired, | 3 amount Bei 4. Amortization De- | 5. Amortization 6 Ao oo
1. Describe Facilities or Expenditures Being Amortized Cog(gleentgga or Aﬂ;“’:r't'ilg;'"g ducta alrr|sPnor Pé‘r}fo:!f1 gf:;lhrg;m 6. TAmgr?:aartmn
ey S JelBhars, oo | R e $
Lot v s e L e N I A T i o 3 bl P e o M SO o (o S el s sl Tt
2. Less: Amount of amortization claimed in Schedules A and B and elsewhere onreturn. ..........oovveneonennnennn..
3. Balanee—Fniler liere and on line 28,  Bage Su e ok e e bk i T e e D RS 3
Schedule J.—DEPRECIATION. (See Instruction 26)
1. Kind of Property (if buildings, state material of which con- G %% Costor oth 4.A[|1epregiation 6 R i 7 Bobtaciati
structed).u:’.tx;:\lgs;sli:ngr:‘:\:s g;hg; erg:igfi%rne%ae%fo groperty. 2. Date Acquired i ag%au,‘:;%:?f:’il 5. Method X at:ygzor)s)" Life : Tﬁl’;rechlgf'wn
$ $ $
SRR 1) (- | B, ey RAT IO R o o i g Bt T RO SR S el ¥ R R S et ot ¢ o e T e RN
2. Less: Amount of depreciation claimed in Schedules A and B and elsewhere on return.........o.covvviviinnnnnnnn..
3 Baldnce—Enter here and on line. 26,1 page:-8 . & irmmin. & udeshbrani s Ton L il e e i sl e e s $
SUMMARY OF SCHEDULES I AND J
Part A.—DEPRECIATION Part B.—AMORTIZATION
1.-Siraight line methed: vii%eis i see s s $ 7. Emergency fdctliieon. . ... . . v wuiivssls oiniesan $
‘2. Declining balance method ............. 8. Grain storage facilities. ..................
3. Sum of the years-digits method ......... .| 9. Research or experimental expenditures.....
4. Based on units of production ........... -| 10. Exploration and development expenditures. . |---ooeomooomooooeeee o
.- Otherimethody. 5k it s asalian 5 seis 11. Organizational expenditures..............
12. Trademark and trade name expenditures. . .
6. Total depreciation claimed............. $ 13. Total amortization claimed ............... $
Schedule K.—OTHER DEDUCTIONS. (See Instruction 30)
| $ 3
A = Total (Enter here and on line 30, page 3). . |$
o 16—72782-1
| Schedule L.—BALANCE SHEETS (See Instructions) Page 4
| Beginning of Taxable Year End of Taxable Year
| ASSETS Amount Total Amount Total
\
| e R SRR e ¢ ARk A R gt L. $ $
2. Notes and accounts receivable...........c.ccovveenn s $ - R A L e
(a) Less: Reserve for baddebts. ..................o.tt. b
3. Inventories:
()i COtherthan lastin, Hrat-onth]. .. o i B e st e s ieaC A fe Bl < " Tl 0 s R R el
(b)elicist:in sfiratout s S we o va b b v v ol bty st s R i
4 arrepaidiarpenses ahd supples . .« itk T L R TN g f e S e e T
5. Investments in governmental obligations:
(a) Obligations of a State, Territory, or a possession of
the United States, or any political subdivision of any
of the foregoing, or of the District of Columbia........
(b) Obligations of the United States and its instrumentali-
ol G S s 8 e e is
S Qther irivestmenis (Attceh schadule) e v it s aburn s Taleos SR ORI RE e  erer e oI O R L L e
2.+ Buildinds ‘andiothentfixed - depreciable assels. s 8 ShGs Rt et a0t b e Rl O e e e e
(a) Less: Accumulated amortization and depreciation. . ...
B2 Deplatable @eselse i . o G i T i O e e e A T )
(a) Less: Accumulated depletion............cccvvnun... =
9. Land (het of any amétizhtion). . arirad hbte g i tasia e 1SA ¥ | Tre gre obsfioe Ll S IRRNORIRE Ul St lin e e T s
10. Intangible assets (amortizable only).....................
(a) Less: Accumulated amortization.........covvvun.... 3 a4 Tl 2 s L I D R e
11. Other assets (Attach schedule). .. .......cescavenseonsss
12. TotalhsatE oo e R e
LIABILITIES AND CAPITAL
13. Accounits payable s oy S rea e i AT it S St R Bl e i b P R 1R e e S L TR
14. Bonds, notes, and mortgages payable (maturing less than
orie yedr iropm atte clthalcfida :shaat)se S gl ot SR IS Srb kT STe P TR T g B e Ml el R e P e s S S
13, Accrued-expenses (Attach:achedule) . | (i Toiing ot it ooy st iofet o e Sl g - ) e
16. Bonds, notes, and mortgages payable (maturing more
than one year from date of balance sheet).............
17, ‘Ciheriiabilifios: [AlachiechHacinie) s 5 s L e sl sout SRl Es e Pas W = BEOg e LU o T TN g T R et gl R oo 8 e e
18. Capitalstock: (q) Preferred staek; . " [\ oF ad oot (e s oo ol deans T oo Se il ks 7
(D) Common-Block: ;. 5% ik o % vl s e ot Eietaue
190 'Paidinar capllal BUFPIIS .. 4. 70l s s e i s e e SR SRR S e s
20y Surplusireserves- (At chischedule) s o o e o e e (S Ml e AT e R e s e o s
21. Earned surplus and undivided profits. ...................
22. Total Liabilitiés and Capltal i L it et b 3 $
Schedule M.—RECONCILIATION OF TAXABLE INCOME AND ANALYSIS OF EARNED SURPLUS AND UNDIVIDED PROFITS
1. Earned surplus and undivided 9. Total distributions to stockholders charged to earned
profits at end of preceding tax- surplus during the taxable year:
v ablk?l year (Schgéifule ) . $ (YR e A e G A S G TR A e e IR $
2. Taxable income before net operat- :
ing loss deduction and special {b): Stock of the Corporation’. . e v« hitieiesie o os sisiassiole ovoa
deductions (line 32, page 3).... ) B = e 521 10 PSS T P BT X e oy by S L Sl LR
3. Nontaxable interest on: 10. Contributions in excess of 5% limitation .................
(o) Obligations of a State, Terri- 11. Federal income and excess profits taxes. . ...............
tory, or a possession of the 12. Income taxes of foreign countries or United States posses-
United States, or any political sions if claimed as a credit in whole or in part on line 47,
subdivision of any of the fore- 57 (5 e e e e e T AR e ol e AR
ﬁﬁgg'i!éxor ohiftm ke 9t 13. Insurance premiums paid on the life of any officer or em-
(5) Obligationsof the United States ;gleog;ﬂecg;re the corporation is directly or indirectly a
e v e T SRS S ah E S RO B S
1917; all postal savings bonds. . |-----eeemeem cmeeeeeee 14. Unallowa}?le interest _incgrred to purchase or carry tax-
| B Ot beniisaiibls acas., (AHasl exempt interest obligations. ...... .. iciiiiiasiinn
SONEAULE) oo b e e S s 1 e D e e S 15. Excess of capital losses over capital gains. ..............
5. Charges against surplus reserves 16. Additions to surplus reserves (Attach schedule)...........
educted from income in the re-
turn (Attach schedule)........... 17. Other unallowable deductions (Attach schedule).........
6. Adjustments for tax purposes not 18. A(ijfﬁggig)s for tax purposes not recorded on. 1.3(.)ol.<s .(Attc?c.I?.
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If you are a United States citizen and reside or travel outside the United ]
States, you will be interested in the contents of this pamphlet. It has !
been prepared by the Internal Revenue Service and sets forth guides which 4

should assist you in the preparation of your Federal income tax return.
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INCOME TAX GUIDES

For U. S. Citizens Abroad

Section 1. Purpose

The purpose of this pamphlet is to provide assistance and guidance to
United States citizens, residing or physically present in foreign countries,
in the preparation of their Federal income tax returns.

Section 2. Scope

The information set forth herein relates only to the tax problems
peculiar to United States citizens residing or physically present in foreign
countries for taxable years beginning on or after January 1, 1951, and is
intended to supplement information issued by the Internal Revenue
Service for taxpayers generally. Therefore, in the preparation of their
Federal income tax returns and other forms, such citizens should follow
the instructions issued in connection with the forms insofar as they are
applicable. The guides set forth in this pamphlet do NOT apply to (1)
taxable years beginning prior to January 1, 1951, except to the extent
hereinafter noted; (2) resident aliens temporarily absent from the United
States; and (3) citizens performing civilian or military services for the
United States or any agency or instrumentality thereof. A resident
alien temporarily absent from the United States is, in general, taxable
on income derived from all sources. Compensation for personal services
performed by a citizen as an employee of the United States, or any
agency or instrumentality thereof, is required to be included in gross
income regardless of where the services are performed. (For Federal
income tax purposes, the nonappropriated fund activities of the Armed
Forces, such as the Army and Air Force Exchange Service, the Navy
Exchange, officers’ and enlisted men’s clubs and other similarly organized
activities under the jurisdiction of the Armed Forces, are agencies of the
United States.)

Section 3. Applicability of tax to United States cilizens abroad

.01 Taxable years beginning on or after January 1, 1954, and ending
after August 16, 1954. The right of the United States to impose income
tax upon its citizens, wherever resident, is based on citizenship. United
States citizens residing or physically present in foreign countries are taxable
in the same manner as those residing within the United States, unless they
can satisfy the requirements of section 911 of the Internal Revenue Code of
1954. If the citizen meets either the “foreign residence” test or the
“presence in a foreign country” test provided by section 911, he is entitled
to exclude from gross income amounts received as “carned income” for
personal services rendered outside the United States.

.02 Taxable years beginning on or after January 1, 1951, and fiscal
years ending in 1954. Section 116 (a) of the Internal Revenue Code of
1939, as amended by the Revenue Act of 1951 and the Technical Changes
Act of 1953, is, in substance, identical with section 911 of the 1954 Code,
except that in the definition of earned income, in a situation where both
personal services and capital are material income-producing factors, the
limitation is 20 percent, as contrasted to 30 percent under the present law.
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Section 4. Exclusion under section 911 (a) (1) based upon bona
fide residence in foreign countries

.01 General. A United States citizen is entitled to exclude from gross
income under section 911 (a) (1) of the 1954 Code, his “earned income’’
(as defined in section 7 of this pamphlet) if—

(a) He has been a bona fide resident of a foreign country or countries
for an uninterrupted period which includes an entire taxable year; and

(b) Such income is—

(1) Received for personal services rendered outside the United
States;

(2) Attributable to such uninterrupted period; and

(3) Not paid by the United States or any agency or instrumentality
thereof.

All of these requirements must be met by the citizen in order to claim
the exclusion from gross income. For example, a privately employed
citizen was a bona fide resident of a foreign country for an uninterrupted
period, as hereinafter defined, beginning August 1, 1952, and ending
June 30, 1954, and files his returns on the calendar year basis. He is
entitled to exclude from gross income the amount of compensation re-
ceived for personal services rendered abroad during such period. (These
same rules are also applicable to taxable years beginning on or after
January 1, 1951, which fall within the scope of the 1939 Code. See par.
.04 of this section for rules applicable to prior taxable years.)

.02 Bona fide foreign residence. No specific rule can be stated for
determining whether a United States citizen is a bona fide resident of a
foreign country, since it involves his intentions with respect to the length
and nature of his stay. The intention of the taxpayer to establish a bona
fide residence in a foreign country may be evidenced by words and acts,
but where they conflict, more emphasis will be placed on the acts than on
the words. Generally, a citizen who goes to a foreign country for a
definite purpose, which is of a temporary nature, and who returns to the
United States after it has been accomplished, is not a bona fide resident
of such foreign country. However, if his purpose is of such a nature that
an extended and indefinite stay may be necessary for its accomplishment,
and to that end he establishes residence in the foreign country, he may be
a bona fide resident of such foreign country for Federal income tax pur-
poses. For example, American citizens who go to foreign countries to
work on construction projects, which are obviously of a temporary nature,
cannot be classified as bona fide residents of such countries for the pur-
poses of section 911 (a) (1) of the 1954 Code, even though they remain
abroad for an entire taxable year or longer. (For information as to
whether the “‘earned income” attributable to such personal services
rendered abroad is excludable under the “presence in a foreign country”
rule, see sec. 5 of this pamphlet.) However, citizens of the United States
who are permanently assigned to foreign divisions of business concerns
and who establish and maintain their residence in a foreign country or
countries for a period of indefinite duration may be classified as bona fide
residents of a foreign country or countries for the purposes of section 911
(a) (1) of the 1954 Code.

.03  Temporary absence from foreign country. Once bona fide residence
in a foreign country or countries has been established, temporary visits
to the United States or elsewhere on vacation or business trips will not
necessarily deprive the citizen of his STATUS as a bona fide resident of a
foreign country. (But see sec. 8 of this pamphlet for the effect of such
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trips on source of income.) Such absences must not be unreasonable in
length, there must be full intention on the part of the individual to return
to his foreign post, and there must be substantial evidence that the foreign
residence has not been relinquished. Long periods of time spent in the
United States or any possessions thereof would be considered as evidence
that the citizen had relinquished bona fide residence in a foreign country.

.04  Prior law relating to ““bona fide foreign residence.” For taxable
years beginning on or after January 1, 1951, which are subject to the pro-
visions of the 1939 Code, the law in effect with respect to the exclusion
under the “bona fide foreign residence” rule was, in substance, identical
with such exclusion under section 911 (a) (1) of the 1954 Code, except for
the revision from 20 percent to 30 percent regarding the definition of
“earned income.” (See sec. 7.02 of this pamphlet.) Under the law in
effect prior to January 1, 1951 (and after 1942), a United States citizen
was permitted to exclude earned income from sources outside the United
States if he had been a bona fide resident of a foreign country or countries
“during the entire taxable year.” Therefore, a citizen who established
residence in a foreign country in the course of the taxable year was not
entitled to such exclusion for such taxable year. However, if he had been
a bona fide resident of a foreign country or countries for a period of at
least two years before the date on which he ceased to be resident of such
foreign country or countries, he could exclude from gross income, for the
year in which he relinquished his foreign residence, earned income from
sources outside the United States attributable to that part of such period
of foreign residence before the date of relinquishment. However, under
section 116 (a) (1) of the 1939 Code, as amended by the Revenue Act of
1951, a citizen who was a bona fide resident of a foreign country or coun-
tries for an uninterrupted period which included an entire taxable year
is entitled to exclude from gross income the amount of compensation
received on or after January 1, 1951, for personal services rendered abroad,
attributable to such uninterrupted period. For example, a privately em-
ployed citizen, who files his returns on the calendar-year basis, was a
bona fide resident of a foreign country for an uninterrupted period begin-
ning July 1, 1949, and ending October 31, 1951. Under section 116 (a) (1)
of the 1939 Code, as amended by the Revenue Act of 1951, the taxpayer is
entitled to exclude the “earned income” attributable to such period and
received on or after January 1, 1951, since his period of bona fide foreign
residence includes an entire taxable year (1950).

Section 5. Exclusion under section 911 (a) (2) based on presence
in a foreign country

.01 General. A citizen of the United States may exclude from gross
income under section 911 (a) (2) of the 1954 Code, amounts constituting
“earned income” (as defined in sec. 7 of this pamphlet) if—

(a) He is present in a foreign country or countries during a total of at
least 510 full days during any period of 18 consecutive months; and

(b) Such earned income is—

(1) Received for personal services rendered outside the United States;

(2) Attributable to such 18-month period; and :

(3) Not paid by the United States or any agency or instrumentality
thereof.

All of these requirements must be met in order for the citizen to qualify
for the exclusion. The excluded gross income may be attributable to any
18-consecutive-month period during which the citizen is in a foreign
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country or countries for 510 full days. For example, a citizen of the
United States, privately employed, arrives iu a foreign country on August
3, 1953, and remains there continuously until his departure therefrom
on December 27, 1954, a period during which he is present in the foreign
country 510 full days. The citizen may exclude from gross income the
“earned income” from sources without the United States that is attribut-
able to any 18-consecutive-month period which includes the above 510
full days, notwithstanding that the citizen was actually present in the
foreign country for a period of less than 18 months. For example, the
exclusion would be applicable but not limited to the following 18-month
periods: an 18-month period which commences August 4, 1953, and ends
February 3, 1955; an 18-month period which commences June 28, 1953,
and ends December 27, 1954; or an 18-month period which commences
July 1, 1953, and ends December 31, 1954.

.02 Limitation on amount excludable. The amount excluded from
gross income under the provisions of section 911 (a) (2) of the 1954 Code
shall not exceed $20,000 in those cases in which the 18-month period
includes the entire taxable year. In those cases in which the 18-month
period does not include the entire taxable year, the $20,000 annual limita-
tion shall be prorated in the following manner: The amount excluded
from gross income under such section for such taxable year shall not
exceed an amount which bears the same ratio to $20,000 as the number
of days in the part of the taxable year within the 18-month period bears
to the total number of days in such year. For example, a taxpayer was
present in a foreign country 510 full days during the 18-month period
ending June 30, 1954, during which the requirements of section 911 (a) (2)
of the 1954 Code were satisfied. During the calendar year 1953 he
received $26,000, and during the period January 1, 1954, through June 30,
1954, he received $13,000 as salary. If the taxpayer reported on a
calendar year basis, only $20,000 of the $26,000 received during 1953
would be excludable, and only $9,917.81 (181/365 of $20,000) would be
excludable in 1954. The balance of $6,000 would be includible in the
taxpayer’s gross income for 1953 and $3,082.19 for 1954. (There is no
limitation upon the amount of “earned income” which may be excluded
from gross income under the “bona fide foreign residence” rule.)

.03 Computation of 510 full days presence in foreign couniry. In
computing the minimum of 510 full days presence in a foreign country
or countries, all separate periods of such presence during the 18-month
period are to be aggregated. For the purpose of section 911 (a) (2) of
the 1954 Code, if an individual travels over international waters from
one place in a foreign country to another place in the same country, or to
a place in another foreign country, and if such travel extends over a
period of less than 24 hours and does not involve travel within the
United States or any possession thereof, such individual shall not be
deemed outside a foreign country during the period of such travel. For
example, a citizen of the United States, privately employed, departs by
aircraft from Tokyo, Japan, at 11 p. m. on July 23 and arrives in Manila,
Philippines, at 8 a. m. on the following morning. The citizen, for the
purpose of section 911 (a) (2) of the 1954 Code, will not be deemed out-
side a foreign country during the period of travel from Tokyo to Manila,
inasmuch as such period of travel is less than 24 hours. On the other
hand, if a privately employed citizen of the United States departs by
vessel from Genoa, Italy, on August 20 and arrives in Naples, Italy, on
August 22, the citizen, for the purpose of section 911 (a) (2) of the 1954
Code, will be deemed outside a foreign country for a period of 3 days




from August 20 to August 22. The 510 full days need not be consecutive,
but may be interrupted by periods during which the citizen is not present
in a foreign country. Time spent in a foreign country in the employment
of the United States Government will count toward satisfaction of the
510 full-day requirement, even though amounts paid by such Government
are not excludable from gross income. The period during which the
citizen was present in a foreign country, or countries, prior to January 1,
1951, may be taken into account in determining whether such citizen
is present in a foreign country or countries during at least 510 full days
during any 18-month period. However, the income attributable to the
period prior to January 1, 1951, is not excludable from gross income if,
received before such date, since the exclusion is applicable only to taxable
years beginning on or after January 1, 1951.

.04 Computation of 18-month period. The 18-consecutive-month'
period may be part of a longer period of presence in a foreign country and
need not commence with the citizen’s day of arrival therein or terminate
with the day of his departure therefrom. For example, a citizen who
arrives in a foreign country on January 1, 1953, and finally departs there-
from on February 14, 1955, may not be present in such country for 510
full days during the 18-month period commencing with January 1, 1953,
and ending with the close of June 30, 1954, because of his visits to the
United States during such period. However, he may satisfy the 510
full-day requirement during the 18-month period commencing with
February 15, 1953, and ending with the close of August 14, 1954. In such
event, the exclusion will apply to income attributable to the latter period,
but not to income attributable to the period commencing with January 1,
1953, and ending with the close of February 14, 1953. The exclusion is
applicable as long as there is a continuing period throughout which the
citizen satisfies the requirement of 510 full days presence in a foreign
country or countries during an 18-month period.

.05 Definitions. The term “full day” means a continuous period of 24
hours commencing from midnight and ending with the following midnight.
The term 18 consecutive months” means any 18-month periof commenc-
ing with the beginning of any day of any month and ending with the close
of the day preceding the corresponding day in the succeeding eighteenth
month; or if there is no such corresponding day, with the close of the last
day of the succeeding eighteenth month. For example, the period July
3, 1953, through January 2, 1955, and the period July 1, 1953, through
December 31, 1954, would both be periods of “18 consecutive months.”
The term “foreign country” includes only territory under the sovereignty
of a government other than that of the United States; it does not include
the territories (Hawaii and Alaska) or the possessions of the United States.

.06  Prior law relating to ““presence in a foreign country.” The exclusion
under the “presence in a foreign country” rule is applicable only to taxable
years beginning on or after January 1, 1951. Under the law in effect for
taxable years beginning on or after that date and ending before January 1,
1953, there was no limitation upon the amount of earned income received
during such period which could be excluded from gross income under the
“presence in a foreign country” rule. However, for taxable years ending
after December 31, 1952, but only with respect to amounts received after
such date, the amount excluded from gross income under such rule could
not, as under present law, exceed $20,000 in those cases in which the 18-
month period included the entire taxable year. In those cases in which the
18-month period did not include the entire taxable year, the $20,000
annual limitation was subject to the same proration explained in section
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5.02 of this pamphlet. A special rule was applicable to a fiscal year begin«
ning in 1952 and ending in 1953. (For taxable years beginning before
January 1, 1951, a citizen was entitled to exclude earned income from
sources outside the United States only if he could establish that he was a
bona fide foreign resident.)

Section 6. Income derived from possessions of the United States

Income derived from possessions of the United States may, under
certain circumstances, be excluded from gross income in accordance with
the provisions of section 931 and section 933 and, in some rare instances,
under section 911 of the 1954 Code. Generally, section 911 of the 1954
Code has no application to citizens of the United States performing
personal services or engaged in a trade or business within the possessions.
However, a citizen who has qualified for the “foreign residence” or
“presence in a foreign country” exclusion under section 911 of the 1954
Code may exclude earned income attributable to a period he is temporarily
present in a possession during such qualifying period. For example:
A privately employed citizen arrived in Brazil on December 31, 1952, and
remained there continuously until May 26, 1954, a period during which he
qualified for the “presence in a foreign country” exclusion. (See sec. 5 of
this pamphlet.) On May 26, 1954, he left Brazil for a temporary assign-
ment in the Panama Canal Zone, a possession of the United States, where
he remained until July 15, 1954, when he returned to the United States
for a permanent assignment. The citizen may exclude from gross income
under the “presence in a foreign country” rule, the earned income attribut-
able to the period beginning January 1, 1953, and ending June 30, 1954,
subject to the limitation of $20,000, since he was present in a foreign
country for 510 full days during such 18-month period and such income
was for personal services rendered outside the United States. He ma
not exclude the earned income attributable to the period July 1 to July 15,
1954, since he did not qualify for the ‘“‘presence in a foreign country”
exclusion for an 18-month period which included such period. For
purposes of this section, some of the more important possessions of the
United States are the Panama Canal Zone, Guam, American Samoa,
Wake, Midway Island, Puerto Rico, and the Virgin Islands.

Section 7. Earned income

.01 Compensation for personal services rendered. The term “earned
income” means wages, salaries, professional fees, and other amounts
received as compensation for personal services actually rendered. It does
not include such income as dividends, other distributions of corporate
earnings or profits, gambling gains, interest, rents, or gains or profits from
dealing in real or personal property. For example, where a citizen per-
forms personal services for a corporation in which he owns stock, “earned
income” means only such portion of any income received from the corpo-
ration which represents a reasonable allowance as compensation for the
personal services actually rendered. The entire amount received as pro-
fessional fees by a citizen engaged in a professional occupation, such as a
doctor or lawyer, may be treated as “earned income” even though he
employs assistants in the performance of the services, if the patients or
clients are those of the citizen and look to him as the person responsible for
the services rendered, and capital is not a material income-producing
factor.

.02 Profit from trade or business. 1If a citizen is engaged in a trade or
business, either as sole proprietor or as a member of a partnership, in
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which both personal services and capital are material income-producing
factors, a reasonable allowance as compensation for the personal services
actually rendered by him shall be considered to be “earned income,” but
the amount which may be treated as “earned income” from such trade or
business may not exceed 30 percent of his share of the net profits therefrom.
To illustrate: A citizen qualifying for the “foreign residence” exclusion
operates a retail sales outlet in a foreign country. Since capital is a ma-
terial income-producing factor in the business, not more than 30 percent
of the net profits from the business may be treated as “earned income”
and excluded. The balance of the profits must be included in gross income
for Federal income tax purposes. (For taxable years beginning before
January 1, 1954, and for short taxable years beginning in 1954 and ending
before August 17, 1954, not more than 20 percent of the net profits from
such trade or business could be treated as “earned income.”)

Section 8. Source of income

For the purpose of section 911 of the 1954 Code, the place where per-
sonal services are performed is considered to be the source of the income
for such services, irrespective of the place where payment is made.
Therefore, if “earned income™ is attributable to a period in which the
citizen satisfies either the “foreign residence” test or the “presence in a
foreign country” test, the amounts of such income received for personal
services rendered outside the United States may be excluded from gross
income, subject to the limitations set forth in section 5.02 of this pamphlet,
even though received within the United States. Compensation for
personal services rendered within the United States is taxable and is not
excludable from gross income, regardless of the place where payment is
made. For example, a United States citizen who is a bona fide resident
of a foreign country returns to the United States on a business trip. The
compensation for the services rendered while in the United States is
taxable and includible in gross income, even though payment for such
services may be received by the taxpayer after his return to the foreign
country.

Section 9. Income received in foreign currency

The income reported on a Federal income-tax return must be expressed
in terms of United States dollars. Where income is actually or con-
structively received in foreign currency, the computation in terms of
United States dollars must be based on the rate of exchange at the time
of receipt by the citizen, or when credited to his account in the foreign
country, even though not actually converted into United States currency
at that time. (In the case of blocked foreign income, see sec. 10 of this
pamphlet.)

Section 10. Blocked foreign income

Generally, all income (other than that excludable by law) of United
States citizens from sources within a foreign country or countries, whether
in terms of United States dollars or foreign currencies, is includible in
gross income for Federal income tax purposes, notwithstanding the fact
that under the laws or regulations of the foreign country or countries
conversion of such foreign income into United States dollars, or into
other money or property which is readily convertible into United States
currency, may be blocked. The citizen must include the blocked income
in his gross income when such income is either actually or constructively
received or is credited to his account in the foreign country, unless he
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takes affirmative action to elect to defer the reporting of such income
until it ceases to be blocked. If he wishes to make such election and
defer the income taxes otherwise due on such income he must comply
with the procedural requirements of the Internal Revenue Service
relating to blocked foreign income, including the filing, with his regular
return, of a tentative return reflecting such blocked income, but on which
no tax is computed. Details of the requirements are published in the
Internal Revenue Bulletins. See Mimeograph 6475, C. B. 1950-1, 50,
as amended by Mimeograph 6494, C. B. 1950-1, 54, and Mimeograph
6584, C. B. 1951-1,19. Income ceases to be blocked and is includible in
gross income when it is convertible, or has been converted, into United
States dollars or into other money or property which is convertible into
United States currency; or the citizen uses the income for his personal
expenditures; or disposes of it by way of gift, bequest, devise or inheritance,
or in some other manner.

Section 11. Filing of income tax returns

.01 Gross income. A citizen of the United States, wherever resident,
who has gross income of $600 or more (other than income excluded by
law) during the taxable year must file an income tax return, regardless of
his marital status, the number of his dependents, or the amount of his
deductions. For example, a citizen who qualifies for the “foreign resi-
dence” exclusion files his return on a calendar-year basis. For the year
1954 he received a salary of $10,000 for services performed in a foreign
country, dividends of $500 from a foreign corporation, and interest of
$200 from investments in foreign countries. The citizen must file a return
for such year since he had gross income of $600 or more exclusive of the
salary of $10,000 excludable under the provisions of section 911 (a) (1) of
the 1954 Code. A self-employed citizen not meeting the above require-
ments may nevertheless be required to file a return for purposes of the
self-employment tax if he is engaged in a trade or business as defined in
section 1402 of the 1954 Code, and has net earnings of $400 or more from
self-employment. (See sec. 12.01 of this pamphlet.)

.02 Deductions. Any expenses, losses, and other deductions which
are attributable to income properly excluded under section 911 are not
allowable as deductions in a Federal income tax return. For example, a
salesman residing and traveling abroad, who properly excluded from
gross income under section 911 of the 1954 Code income earned abroad,
may not deduct in his Federal income tax return traveling and other
expenses incurred by him in earning such excluded income. Expenses,
losses, and other deductions which cannot be identified as being attribut-
able exclusively to either includible or excludable income but are attribut-
able to both must be allocated or apportioned.

.03 Income taxes paid to foreign countries. If a citizen is required to
include in his income tax return, Form 1040, income from foreign sources
on which income taxes to a foreign country or countries are paid or
accrued, he may claim credit for such foreign income taxes against his
United States income tax in accordance with the provisions of section 901
of the Internal Revenue Code, provided he does not claim the standard
deduction or compute his tax by the use of the optional tax table included
in the instructions for Form 1040. The foreign tax credit should be
claimed on the line provided therefor (line 9 of the 1954 Form 1040) at
the bottom of page 3 of the return. The method of computing the
foreign tax credit allowable under section 901 of the 1954 Code is ex-
plained on Form 1116, which must be filed with the income tax return by
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every taxpayer claiming credit under that section. If credit is claimed
‘under section 901 of the 1954 Code and a redetermination of the tax-
payer’s foreign income tax liability discloses that he has overpaid or
underpaid such tax, he should immediately notify the Commissioner of
Internal Revenue in order that appropriate adjustment may be made of
the foreign tax credit claimed on his Federal income tax return. As an
alternative to claiming the foreign income tax as a direct credit against his
United States income tax, the taxpayer may claim the amount of income
taxes paid to a foreign country or countries as a deduction on page 3 of
Form 1040 in computing his taxable income, provided he itemizes his
deductions. In most cases, however, it will be to the taxpayer’s advan-
tage to claim foreign income taxes as a credit against the Federal tax
under section 901 of the 1954 Code. Taxpayers who claim the foreign
income taxes either as a credit or as a deduction may not also have the
benefit of the standard deduction. ’

04 Where right to exemption not yet established. 1If a citizen employed
abroad has not been there long enough to qualify for exemption under
either the “foreign residence” rule or the “presence in a foreign country”
rule at the time his income tax return is due to be filed, he must either
include the compensation in his gross income and pay the Federal tax
due thereon, or obtain an extension of time for the filing of his return.
(See par. .06 of this section.) If he elects to include the compensation in
his gross income, he may, after he has met the statutory requirements for
exemption and within the statutory period, file an amended return or a
claim on Form 843 for refund or credit of any tax thus overpaid. For
example, a citizen was a bona fide resident of a foreign country from
November 1, 1953, through January 31, 1955, during which period he
performed personal services abroad. He would be required to include
in his 1953 return, filed on the calendar year basis, all income for the year,
including the “earned income” received during the period November 1,
1953, through December 31, 1953, since he had not met the requirements
of section 911 (a) (1) of the 1954 Code as of the due date for the filing of
such return. However, since the requirements of that section would be
met as of December 31, 1954, he would then be entitled to a refund or
credit of any overpayment of tax resulting from the exclusion of the
“earned income” received during the period November 1, 1953, through
December 31, 1953, and a claim on Form 843 or amended return should
then be filed.

05  Due date for filing returns. Citizens of the United States who, on
April 15, are residing or traveling outside of the United States and who
file their returns on the calendar year basis are automatically allowed an
extension of time until June 15 for filing the return for the preceding
taxable year. Similarly, an extension of 2 months is granted to fiscal-
year taxpayers. A taxpayer who takes advantage of this extension must
attach to his return a statement showing that he was residing or traveling
outside the United States on the due date (April 15, for calendar-year
taxpayers), and he must pay interest at the rate of 6 percent per annum
on the unpaid tax, if any, from the due date until paid.

06 Extensions of time for filing returns. An extension of time for
filing income tax returns may be granted for more than 6 months in the
case of citizens of the United States who are abroad. A citizen desiring
an extension of time, in addition to the 2 months automatically granted,
for filing his return until after the completion of the qualifying period
under section 911 of the 1954 Code should make application therefor with
the district director of internal revenue with whom the return is required
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to be filed. The application must be in writing, properly signed by the
taxpayer or his duly authorized agent, and must be made before the due
date for filing the return with respect to which the extension is requested.
The application should set forth the facts relied upon to justify the ex-
tension of time requested and should include a statement as to the earliest
date the taxpayer expects to be in a position to determine whether he will
be entitled to the exclusion provided by section 911 of the 1954 Code.

Section 12. Self-employment tax
.01 Taxable years ending on or before December 31, 1954. In general,

a citizen of the United States, wherever resident, who derives income
during the taxable year from a trade or business carried on by him or from
a partnership of which he is a member is subject to the self-employment
tax. Such citizen is required to file a return on Form 1040 for the pur-
pose of reporting the self-employment tax if he has net earnings from self-
employment of $400 or more, even though he may not have sufficient in-
come to require the filing of an income tax return. For self-employment
tax purposes, “earned income” which qualifies for either the “bona fide
foreign residence” exclusion or the “presence in a foreign country” ex-
clusion is not to be taken into account in computing net earnings from
self-employment. A schedule for the computation of the tax is provided
on page 3 of separate Schedule C of the income tax return (Form 1040),
and instructions for its completion are shown on page 4 of the Schedule.
“Net earnings from self-employment” is the gross income derived by an
individual from any trade or business carried on by him, less the allow-
able deductions attributable to such trade or business, plus his share of
self-employment net earnings (or loss) from a partnership of which he is
a member. The deductions for personal exemptions are not allowable
in determining the net earnings from self-employment. The term “trade
or business” as used herein includes all self-employment activities of the
citizen except those specifically excluded by law. Some of the self-
employment activities so excluded by law for taxable years ending before
January 1, 1955, are the practice of certain professions, such as the medi-
cal, accounting and legal professions; or services as a minister or member
of a religious order; or farming. For a list of excluded activities and
inz%r;xe, see “EXCLUSIONS” on page 4 of separate Schedule C (Form
1040).

.02 Taxable years ending after December 31, 1954. The Social Security
Amendments of 1954 brings certain self-employed individuals, previously
excluded, within the social security system. These changes are effective
for taxable years ending after December 31, 1954. A citizen who is a
Christian Science practitioner, architect, accountant, funeral director,
engineer, minister, member of a religious order, or a farmer and reports his
income on the basis of a fiscal year beginning in 1954 and ending in 1955
should communicate with the district director of internal revenue with
whom he files his return for detailed information regarding the changes in
the law which affect his liability for self-employment tax.

Section 13. Declaration of estimated tax

.01  Who must file. Every citizen of the United States who, for tax-
able years beginning on or after January 1, 1955, expects to receive more
than $100 of gross income during the taxable year from sources other than
wages subject to withholding must file a declaration of estimated tax on
Form 1040-ES if his gross income from all sources (exclusive of income
exempt from tax) is reasonably expected to exceed the sum of $600 multi-
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plied by the number of exemptions to which he is entitled, plus $400. A
citizen who expects no more than $100 of gross income during the taxable
year from sources other than wages subject to withholding is required to
file a declaration if his gross income is reasonably expected to exceed
$5,000 in the case of a single individual or a married person filing a sep-
arate declaration, $10,000 for a person who qualifies as a head of house-
hold or surviving widow or widower, and $5,000 in the case of a married
person who files a joint declaration and the total income of both husband
and wife can reasonably be expected to exceed $10,000. Specific instruc-
tions for the preparation and filing of the declaration are printed on Form
1040-ES and, with the exceptions mentioned herein, should be followed
by citizens outside the United States.

.02 Due date for filing declarations. The declaration is required to be
filed on or before the 15th day of the 4th month of the taxable year for
which it is made. However, a citizen traveling or residing in a foreign
country on the due date for filing the declaration is allowed an extension of
time to and including the 15th day of the 6th month of the taxable year
(June 15, for calendar-year taxpayers) for filing the declaration and pay-
ment, without interest, of all installments of estimated tax then due.

Section 14. Where returns and declarations should be filed

Income tax returns and declarations of estimated tax should be filed
with the district director of internal revenue for the district in which the
taxpayer’s legal residence or principal place of business in the United
States is located, or if he has no legal residence or place of business in the
United States, with the District Director of Internal Revenue, Baltimore
2, Maryland, U. S. A.

Section 15. Penalties

Citizens of the United States residing or present in foreign countries are
liable, to the same extent as taxpayers within the United States, for all the
penalties and additions to the tax imposed by law, including penalties and
additions to the tax in respect of declarations and payments of estimated
tax.

Section 16. Where forms may be obtained

Necessary forms for the filing of returns, declarations, and/or claims for
refund may be obtained from any district director of internal revenue and
from most United States embassies and consulates.

Section 17. Correspondence

Any taxpayer desiring additional information concerning this pamphlet,
or information relating to the law or regulations applicable to taxable
years for which no return has been filed, may address a communication
to the Commissioner of Internal Revenue, Attention: Assistant Commis-
sioner (Technical), Washington 25, D. C. A taxpayer desiring informa-
tion relating to a taxable year for which a return has been filed should com-
municate with the district director of internal revenue with whom his
income tax return was filed.
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SCHEDULE C
(Form 1040)

U. S. Treasury Department—Internal Revenue Service

PROFIT (OR LOSS) FROM BUSINESS OR PROFESSION

(For Computation of Self-Employment Tax, see Page 3)

1956

Attach this schedule to your Income Tax Return, Form 1040 — Partnerships, Joint Ventures, Etc. Must File On Form 1065

For Calendar Year 1956, or other taxable year beginning , 1956, and ending , 195
Name and Address as shown on page 1, Form 1040
Item (see instructions—page 2)
R. Principal Budifiess aotivitys o e il e i Ll i o,
(Retail trade, wholesale trade, lawyer, etc.) (Principal product or service)
B. Business name:
€. Business:addvessy - S oot e i domie o e
(Number and street or rural route) (City or post office) (County) (State)

® IMPORTANT—If you had more than one business, a separate page 1 of Schedule C must be completed for each business.

Line (see instructions—page 2)
1. Total receipts $-----
&« Inventory ot beginnING ol WORN L s s sisisisre ke sivaine s wiss s » steisie ob o leld o ars sl s 4'esle s - TRArRFeN AU A s MEL AT
3. Merchandise purchased $ bt less any items withdrawn from

hislAems 30T DORRONGLL BB I S e S Lol Dol i r ot ws siegie o o e b n Sle M e S ot S S S

4. Cost of labor (do not include salary paid to yourself) ..................................................

B Material ahd BUDDHEE- . .. e/ acbomtBiniies oms s Floi od e sBrs 498 s .06 s ONTns s o T b et e L0 s Lol ool

6. Other costs (explain in Schedule C-2) .. ............ccciiiiiediiiieeisnnnes

Tataliol 1108EI2 MBI GRS ¥ v\ iave s ol s sassioeni il s SiETs T8 o o501 0. 5 2 s e it i miato (R T e

§irihventoty atendiolvsan' . SRR L L Ll du e BTN S B ta sigbeininseion binisis e

9. Cost of goods sold (line 7 1ess lin@ 8) ... .vuviveiiennrsvomesiacionssontosscnsiosiosarcasosions

10. 'Gross profit (line 1 1easline 9)r ot v f i o0t Lol LN Vi et toien o vmioio/be mianin o siss ipie wisiee wmisieny $

11. Salaries and wages not included on line 4 (do not include any paid to yourself). .
$2. Rent on business ProPOTtY. .o Lo ey suices somt ol o e s h 690 s st fiae s o5 iains o oiordot s Y
13: Interest on business INdebledness. .. ... ccceis verirvpmn dodiifennre s oo s sosis's s oonfas oo
18. Taxes'on business and business proparty.. ...« . i v i e coieersasvsosssvonens
15. Losses of business property (attach statement) .................coooiiiiiiii
16. Bad debts arising from sales or services. ...t
17. Depreciation and obsolescence (explain in Schedule C-1) ...................
18. Repairs (explain in Schedule C-2) ............civviiieiiineieinnenenesnn [ommmmmem e e
19. Depletion of mines, oil and gas wells, timber, etc. (attach schedule)............ oo
20. Amortization (attach statement)............cc. i i iindiienedeiieeioeevone]osgemi e caeaieaane
21. Other business expenses (explain in Schedule C—Z) ..........................
22. Motk of nas- I Theotgh- 2T i 2 e AT A Ll e o Bl E S R S PR LS 0T 0
23. Net profit (or loss) (line 10 less line 22). Also enter on line 24, page 3 of this schedule, and on line 8,

page 1, Form 1040

OTHER BUSINESS DEDUCTIONS

........................................................................ $

Schedule C-1. EXPLANATION OF DEDUCTION FOR DEPRECIATION CLAIMED ON LINE 17

1. Kind of property (if buildings, state material 2. Date 3. Cost or 4. Depreciation al- 5. Method of corii- 6. Rate (%
of which constructed). Exclude land and acquired other basis lowed (or allowable) | oiino’denreciation orlife (yt(aa‘;z)

other nondepreciable property

in prior years

7. Depreciation
for this year

$ $_..

Schedule C-2. EXPLANATION OF LINES 6, 18, AND 21

Line No.

Explanation Amount Line No. Explanation

Amount

16—72767-1




INSTRUCTIONS

If you owned a business, or practiced a profession, you must
fill in separate Schedule C on other side and enter the net profit
(or loss) on line 8, page 1, Form 1040.

Separate Schedule C should include income from (1) sale of
merchandise, or products of manufacturing, mining, and construc-
tion; (2) business service; and (3) professional service. In general,
you should report any income in the earning of which you have
incurred expenses for material, labor, supplies, and the like.

All farmers should use separate Schedule F (Form 1040) to report
their farm income whether reporting on the cash or accrual method.

Item A—Business Activity.—State the general classification of
business activity, as well as the principal product or service. For
example, “'Wholesale food,” ‘'Retail men’s apparel,” “Manufac-
ture of upholstered wooden household furniture,” “‘Transportation
by truck,” "“Broker, real estate,” “Contractor—carpenter work,"
“"Physician,” etc. Do not use such terms as "'partnership,” “‘owner,"’
“student,” etc. The “‘principal business activity'’ is the one which
accounts for the largest percentage of your total receipts. All
trades and businesses except those specifically excluded are sub-
ject to self-employment tax.

Item C—Business Address.—Do not use home address as
business address unless business is actually conducted from home.

Line 1—Total Receipts.—Include all income derived from your
trade or business. Enter in the space provided such items as re-
turned sales, rebates, and allowances from the sale price or service
charge.

If you have dividend income from stocks held by you in the
ordinary course of carrying on your trade or business, such dividends
must be considered together with your dividends from stocks regu-
larly held for investment purpcses in computing your dividend
exclusion and credit.

Installment Sales.—If you use the installment method of report-
ing income from sales, you must attach to your return a schedule
showing separately for the years 1953, 1954, 1955, and 1956 the
following: (a) Gross sales; (b) cost of goods sold; (c) gross profits;
(d) percentage of profits to gross sales; (¢) amounts collected; and
(f) gross profits on amount collected.

COST OF GOODS SOLD

Lines 2-9.—If you are engaged in a trade or a business in
which the production, purchase, or sale of merchandise is an income
producing factor, you must take inventories of merchandise and
materials on hand at the beginning and end of the taxable year in
order to reflect the gross profits correctly. The usual methods of
valuing inventory are (a) cost and (b) cost or market whichever is
lower. The method properly adopted for the first year in which inven-
tory is taken must be continued unless permission to change is se-
cured from the Commissioner of Internal Revenue, Washington 25,

D. C. Application for permission to change the method of valuing’

inventories must be made in writing and filed with the Commissioner
within 90 days after the beginning of the taxable year in which it
is desired to effect a change. You should enter the letters “'C" or
"C or M" immediately before the amount column if inventories are
valued either at cost, or at cost or market whichever is lower.

Other methods of valuing inventories of material or merchandise
are provided for dealers in securities, for farmers, for miners, for
manufacturers who produce more than one product from a single
process, and for retail merchants using the “‘retail method.”

A special method based on cost, LIFO, is allowable only if you
file an application on Form 970 with your return for the first year
used. The requirements for adopting and using the LIFO method
are set forth on Form 970. Thereafter, you must attach a separate
schedule showing: (a) a summary of all inventories; (b) with respect
to inventories computed under the LIFO method, the computation of
quantities and cost by acquisition levels.

OTHER BUSINESS DEDUCTIONS

Line 11—Salaries and Wages.—Enter all salaries and wages
not included as “'Cost of Labor” in “Cost of Goods Sold.”” Do not
deduct any salary or wages for your own services or services of
others not performed in connection with your business.

Line 12—Rent on Business Property.—Rents paid or accrued
on business property in which you have no equity are deductible.
Do not include rent for a building, or any part, which you occupy
solely for residential purposes.

Line 13—Interest on Business Indebtedness.—Interest on
business indebtedness to others is deductible. Do not include
interest to yourself on capital invested in or advanced to the business.

Page 2

Line 14—Taxes on Business and Business Property.—Include
taxes paid or accrued on business property or incurred in carrying
on your business. Federal import duties and Federal excise and
stamp taxes are deductible if paid or incurred in carrying on a
trade or business. Do not include taxes assessed against local
benefits of a kind tending to increase the value of the property
assessed, as for paving, sewers, front foot benefits, etc.

Line 15—Losses of Business Property.—You may deduct losses
of business property by fire, storm, or other casualty, or theft, not
compensated by insurance or otherwise and not made good by
repairs claimed as a deduction. Attach a statement showing a
description of the property, date acquired, cost, subsequent improve-
ments, depreciation allowable since acquisition, insurance,
salvage value, and deductible loss.

Line 16—Bad Debts Arising From Sales or Services.—Include
debts, or portions thereof, arising from sales or professional services
that have been included in income, which have been definitely
ascertained to be worthless; or such reasonable amount as has
been added within the taxable year to a reserve for bad debts. A
debt which is deducted as bad and which reduces your tax must,
if subsequently collected, be returned as income for the year in
which collected.

Line 17—Depreciation and Obsolescence.—You may deduct
a reasonable allowance for exhaustion, wear and tear, and
obsolescence of property used in the trade or business. For
additional information regarding depreciation, especially on new
property acquired or constructed after December 31, 1953, see
depreciation section in the instructions for Form 1040.

If a deduction is claimed on account of depreciation, fill in Sched-
ule C-1. In case obsolescence is included, state separately amount
claimed and basis upon which it is computed. The value or cost
of land must not be included in this schedule, and where land and
buildings were purchased for a lump sum, the cost of the building
subject to depreciation must be established. The adjusted prop-
erty accounts and the accumulated depreciation shown in the
schedule should be reconciled with those accounts as reflected on
your books.

Line 18—Repairs.—You may deduct 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, and equipment, or for
permanent improvements or betterments which increase the value
of the property are chargeable to capital accounts. Expenditures
for restoring or replacing property are not deductible, since such
expenditures are chargeable to capital accounts or to depreciation
reserve depending on how depreciation is charged on your books.

Line 19—Depletion of Mines, Oil and Gas Wells, Timber,
Etc.—If a deduction is claimed on account of depletion, procure
from your District Director Form M (mines and other natural deposits),
Form O (cil and gas), or Form T (timber), fill in and file with
return. If complete valuation data have been filed with question-
naire in previous years, then file with your return information
necessary to bring depletion schedule up to date, setting forth in
full a statement of all transactions bearing on deductions from or
additions to value of physical assets during the taxable year with
explanation of how depletion deduction for the taxable year has
been determined. (See sections 615 and 616 of the Internal Rev-
enue Code of 1954 for election to capitalize or deduct expendi-
tures for exploration and development of mineral properties.)

Line 20—Amortization.—If you elect the deduction with respect
to the amortization of the adjusted basis of (a) any emergency
facility with respect to which the Government has issued a certificate
of necessity, or (b) a grain storage facility, a statement of the perti-
nent facts should be filed with your return. (See sections 168
and 169 of the Internal Revenue Code of 1954.)

For the election to amortize research or experimental expenditures
not subject to depreciation or depletion, see section 174 of the Code.

For the election to amortize trademark or tradename expendi-
tures, see section 177 of the Code.

Line 21—Other Business Expenses.—Include all ordinary
and necessary business expenses for which no space is provided
in the schedule. Any deduction claimed should be explained
in Schedule C-2. Do not include cost of business equipment or
turniture, expenditures for replacements, or for permanent improve-
ments to property, or personal living and family expenses.

Net Operating Loss Deduction.—Any net operating loss
deduction should be applied as an adjustment ot the amount shown
on line 11, page 1, Form 1040. See instructions for Form 1040 and
attach statement. 16—72767~1




Page 3

COMPUTATION OF SELF-EMPLOYMENT TAX
(For social security)
(See Instructions—Page 4)
P Each self-employed person must file a separate schedule. See instructions, page 4, for joint returns and partnerships.
P If you had wages of $4,200 or more which were subject to the deduction for social security, do not fill in this page.

P If you have more than one business, a separate page 1, Schedule C, must be completed for each business. However, only
one page 3 is to be completed and filed showing the combined net profit or loss from such businesses.

NAME OF SELF-EMPLOYED PERSON (gs shown on social security card)

STATE EACH BUSINESS ACTIVITY SUBJECT TO SELF-EMPLOYMENT TAX (for example: Restaurant, Building Contractor, but not Partner or Owner)

Line

24. Net profit (or loss) shown on line 23, page 1 (Enter combined amount if more than
T L R B e Do T 8.

25. Add to net profit (or subtract from net loss) losses of business property shown on line 15,
e R R ST T otat s (U PR R £ 5 S SRR AL

26. Total (or difference) ...... T T g e T | T S R A e et e ST ot R Facsie e o e 3

27. Net income (or loss) from excluded services or sources includedonline26 .........coiiiiiiiiiiniinnnnnnn..

Specify excluded services or sources.

28. Net earnings (or loss) from self-employment—
(o) From:buasiness (line:26 less any amotnt on HNB 2T - v cuse s 5o i v it bis oo s b oo e 0 8 913 ore ettt o $
(b) From partnerships, joint ventures, etc. (other than farming).............oooiiiiiiiiiiiiii i, X
(c) From service as a minister, member of a religious order or a Christian Science practitioner...............
(d) From farming reported on line 12 or 13, separate Schedule F (Form 1040).............oooiiviiiiinan. ..

29. Total net earnings (or loss) from self-employment reported online 28 .........cciiiiviiiiiiiiiiiininnn.. 3.
(If line 29 is under $400, you are not subject to self-employment tax. Do not fill in rest of page.)

30. Maximum amount subject to self-employmenttax.........cooviiiiiiiiiiiiiiiiiin., $ 4,200 | 00

31. Less: Total wages, subject to deduction for social security, paid to you during the
taxable year. (For wages reported on Form W-2, see “F.I. C. A. Wages” box.) ....

32. Balance (line 30 less line 31) . ......uuenn.. e e L T S o o $
33. Seli-employment income—line 29 or 32, whichever is smaller.........ooveiiiiiiiiiiiiiiiiiin., $
34. Self-employment tax—3 percent of amount on line 33. Enter here and on line 15, page 1, Form 1040.......... $

IMPORTANT—FILL IN ITEMS BELOW COMPLETELY BUT DO NOT DETACH

SCHEDULE SE (Form 1040) U. S. REPORT OF SELF-EMPLOYMENT INCOME 1 956

U. S. Treasury Department

i s e i i A For Crediting to Your Social Security Account
OTHER By iy 1956 PLEASE DO NOT WRITE IN THIS SPACE
1. CHECK CALENDAR TAXABLE D
ONE YEAR 1956 YEAR and Ending 195.
BUSINESS ACTIVITIES SUBJECT TO SELF-EMPLOYMENT TAX (Grocery Store, Restaurant, etc.)

BUSINESS ADDRESS (Number and Street, City or Town, Postal Zone Number, State)

SOCIAL SECURITY

4 ACCOUNT NUMBER
* OF PERSON NAMED - ENTER TOTAL EARN-
IN ITEM 5 BELOW. INGS FROM SELF-EM-
6. PLOYMENT SHOWN
PRINT OR TYPE NAME OF SELF-EMPLOYED PERSON AS SHOWN ON SOCIAL SECURITY CARD ON LINE 29 ABOVE... $
PRINT OR TYPE HOME ADDRESS (Number and Street or Rural Route) ENTER WAGES, IF
5. 7. ANY SHOWN ON
LINE 31 ABOVE....... $
(City or Post Office, Postal Zone Number, State) ENTER AMOUNT
8. i%gyé‘l ON LINE 33

GPO 16—72767-1



INSTRUCTIONS FOR SELF-EMPLOYMENT TAX Page 4

In general, every individual deriving income during the taxable
year from a trade or business carried on by him or from a partner-
ship of which he is a member is subject to the self-employment tax,
the computation of which is made on lines 24 through 34.

“Net earnings from self-employment'’ means (a) gross income de-
rived by an individual from any trade or business carried on by him,
less the allowable deductions attributable to such trade or business:
and (b) in the case of a duly ordained, commissioned, or licensed
minister of a church, or a member of a religious order, or a Christian
Science practitioner, who has elected, by filing Form 2031, to be
covered by the Social Security Act, his earnings from the perform-
ance of services in the exercise of his profession. (A member of a
religious order who has taken a vow of poverty as a member of
such order cannot elect to be covered.) In addition to (a) and (b)
above, his share of self-employment net earnings (or loss) from a
partnership (Schedule K, Form 1065) of which he is a member, plus
any guaranteed payments, should be included.

No deductions for personal exemptions.—The deductions for
})ersonal exemptions are not allowable in determining net earnings
rom self-employment.

Farm income.—Farmers should report their farm income and
compute their net income from self-employment from farming on
separate Schedule F (Form 1040).

EXCLUSIONS

Income (or loss) from the following sources and deductions attrib-
utable thereto are not taken into account in figuring net earnings
from self-employment. Use line 27 to exclude any such amounts
reported on page 1 that should not be taken into account in figuring
your self-employment income.

Doctors of medicine.—Income from the performance of service
as a doctor of medicine or income from the performance of such
service by a partnership.

Christian Science practitioners.—Income from the perform-
ance of service as a Christian Science practitioner, unless such
Christian Science practitioner has elected by filing Form 2031 to be
covered by the Social Security Act, as explained above.

Religious services.—Income from the performance of service
by a duly ordained, commissioned, or licensed minister of a church
in the exercise of his ministry or by a member of a religious order
in the exercise of duties required by such order, unless such minister
or member of a religious order has elected by filing Form 2031 to
be covered by the Social Security Act, as explained above.

Employees and public officials.—Income from the perform-
ance of service as:

(a) a public official, including a notary public;

(b) an employee or employee representative under the railroad
retirement system; or

(c) an employee.

Note.—The income of an employee over the age of 18 from
the sale of newspapers or magazines to an ultimate consumer
is subject to the self-employment tax if the income consists of
retained profits from sucﬁ sales.

Real estate rentals.—Rentals from real estate, except rentals
received in the course of a trade or business as a real estate dealer.
This includes cash and crop shares received from a tenant or
sharefarmer. These amounts should be reported in Schedule G of
Form 1040. However, rental income from a farm is not excluded if
the rental arrangement provides for material participation by the
landlord and he does participate materially in the production or
in the management of the production of farm products on his land.
Such income represents farm earnings and should be reported on
separate Schedule F (Form 1040).

Payments for the use or occupancy of rooms or other space where
services are also rendered to the occupant, such as rooms in hctels,
boarding houses, apartment houses furnishing hotel services, tourist
camps, tourist homes, or space in parking lots, warehouses, or storage
garages do not constitute rentals from real estate and, therefore, are
included in determining net earnings from self-employment.

Interest and dividends.—Dividends on shares of stock, and
interest on bonds, debentures, notes, certificates, or other evidences
of indebtedness, issued with interest coupons or in registered form
by a corporation, or by a government or political subdivision thereof,
unless received in the course of a trade or business as a dealer in

U. S. GOVERNMENT PRINTING OFFICE: 1956 O -391662

stocks or securities. These amounts should be reported in Schedules
A and B of Form 1040.

Property gains and losses.—Gain or loss: (a) from the sale or
exchange of a capital asset; (b) to which sections 631 and 1231
are applicable; or (c) from the sale, exchange, involuntary con-
version, or other disposition of property if such property is neither
(1) stock in trade or other property of a kind which would properly
be includible in inventory if on hand at the close of the taxable
year, nor (2) property held primarily for sale to customers in the
ordinary course of the trade or business. These amounts should be
reported on separate Schedule D (Form 1040).

Net opemﬁn? losses.—No deduction for net operating losses ot
other years shall be allowed in determining the net earnings from
self-employment. Such deduction should be reflected on line 11,
page 1, of Form 1040.

MORE THAN ONE TRADE OR BUSINESS

If an individual is engaged in more than one trade or business,
his net earnings from self-employment are the combined net earn-
ings from self-employment of all trades or businesses carried on by
him. Thus, the loss sustained in one trade or business will operate
to reduce the income derived from another trade or business. An
individual shall fill in and file only one page 3 of this form, including
Schedule SE, for any one year.

JOINT RETURNS

Where husband and wife file a joint income tax return, page 3 of
Schedule C (Form 1040) should show the name of the one with self-
employment income. Where husband and wife each have self-
employment income, a separate Schedule C must be attached for
each. In such cases the total of amounts shown on line 23 of each
separate schedule should be entered on line 8, page 1, Form 1040,
and the aggregate self-employment tax (line 34) should be entered
on line 15, page 1, Form 1040.

COMMUNITY INCOME

For the purpose of computing net earnings from self-employment,
if any of the income from a trade or business is community income,
all the income from such trade or business is considered the income
of the husband unless the wife exercises substantially all the man-
agement and control of the trade or business, in which case all of
such income is considered the income of the wife.

If separate income tax returns are filed by husband and wife,
a complete Schedule C should be attached to the return of the one
with self~employment income. Community income included on such
a schedule must, however, be allocated between the two returns (on
%ine 8, page 1, Form 1040) on the basis of the community property
aws.

Partnerships.—In computing his combined net earnings from self-
employment, a partner should include his entire share of such
earnings from a partnership including any guaranteed payments.
No part of that share may be attributed to the partner’s wife (or
husband) even though the income may, under State law, be com-
munity income. In the case of a husband and wife partnership,
like other partnerships, the distributive share of each should be
entered in Schedule H, page 3 of Form 1040, for income tax purposes.
For self-employment tax purposes the distributive share of each part-
ner should be entered on line 28(b), page 3, of this form (except
that farm partnership earnings are to be reported on line 11(b),
separate Schedule F (Form 1040) rather than on line 28(b) of this
schedule).

SCHEDULE SE (Form 1040)

This schedule provides the Social Security Administration with
the information on self-employment income necessary for computing
benefits under the social security program.

To assure proper credit to your account, be sure to enter your
name and social security account number on Schedule SE (Form
1040) exactly as they are shown on your social security card. If
you do not have a social security account number, you must get
one. These account numbers are obtainable from any of the
approximately 600 Social Security Administration offices through-
out the countrYI. The telephone directory or your local post office
will give you the address. Do not delay filing your return beyond
the due date.

Regardless of whether joint or separate returns, Form 1040,
are filed by husband and wife, Schedule SE (Form 1040)
must show only the name of the one with the self-employ-
ment income. If both had net earnings from self-employ-
ment, a separate Schedule SE must be filed by each.
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SCHEDULE D
(Form 1040)

U. S. Treasury Department—Internal Revenue Service

GAINS AND LOSSES FROM SALES OR EXCHANGES OF PROPERTY

Attach this schedule to your Income Tax Return, Form 1040

1936

For Calendar Year 1956, or other taxable year beginning

, 1956, and ending

, 198

Name and Address

(I) CAPITAL ASSETS

Short-Term Capital Gains and Losses—Assets Held Not More Than 6 Months

e. Depreciation

f. Cost or other

y ; b. Date ¢ Date : allowed (or basis and cost of i
N | e | |0 G| e | S | ¢ oo | it HELe
(attach schedule) explanation)
) R T0 WERRISY SR T N S 5 £, W00 -8 B [ e PR iion, /T $ $
2. Enter your share of net short-term gain (or loss) from partnerships and fiduciaries.................cooovvu...
3. Enter unused capital loss carryover from 5 preceding taxable years (Attach statement)......................
45" Netshortterm gain (or-1o8s) fronvlinesl] 25 anek Eee, LT BRIE I L L o wod viiis e 5ash s asehe Bibs shsstioie oks Atk bidas-aesls ot beats $
Long-Term Capital Gains and Losses—Assets Held More Than 6 Months
e o ke e R e S e e $ o T $ $ $
6. Enter the full amount of your share of net long-term gain (or loss) from partnerships and fiduciaries..............
9. Net'longiterm gain' (oriloss) from lines" Biandie., . it ool von s uelo i uiin Suniai s sl Colsiols vis s o 5iets Uets wiatals sieise $
8. Combine the amounts shown on lines 4 and 7, and enter the net gain (or loss) here.................cccoivvn. AR i AR S
9. If line 8 shows a GAIN—Enter 50 percent of line 7 or 50 percent of line 8, whichever is smaller. (Enter zero
$Ethere is.a 1088.0r Mo OnITTEOR) LRI <o ot il ins s ot o o o 30 o s S ol R ons derira wpol i SSps Tl i ehnold abor w. St fazatiie
10. Deduct line 9 from line 8. Enter balance here and on line 1, Schedule D Summary on page 3 of Form 1040.. . .($
11. If line 8 shows a LOSS—Enter here and on line 1, Schedule D Summary, Form 1040, the smallest of the follow-
ing: (a) the amount on line 8; (b) taxable income computed without regard to capital gains and losses and the
deductionsiorexeniptions: . or (o) ES 15000 1 S tinR bt s Giia i, satvs e  shas Daswingd bple Vo oo bate ol PSRN s 3 $
COMPUTATION OF ALTERNATIVE TAX
(See instructions on other side as to when the alternative tax applies)
12. Enter-the amount'from line s, bade: 2, O Rorm LM Sl Se s tv oo oo o0 anitle s o v timait’s s weis scoiols siesiniud sis sis s wivie'ss $
13, Enter amountiramudine O . . APiiu s iatstaaathistoties saibis qiow sl 5 sres fiarelovosie bhnd sokela) DN tisiks s v I I oo 0
P Balanée - (ine 24885 a1 ) 5 Ko JIB- 1 All ToMie iR | i ada oo B s G e L RN ST e R $
15. Enter tax on amount on line 14 (Use applicable Tax Rate Schedule on page 11 of Form 1040 Instructions)........ L T S ey
165\ Enter 5O Detcent Gl HNer L8 v b B i N e e, ot e e SR, B e L e
17. Alternative tax (line 15 plus line 16). If smaller than amount on line 6, page 2, Form 1040, enter this alternative
tax on:lne 7, page. 2; For 1040, 5500 ot S oneaoy B 2 ot A S0 TR S ARG - SRl oS E $

(II) PROPERTY OTHER THAN CAPITAL ASSETS

a. Kind of property (if necessary, attach statement
of descriptive details not shown below)

b. Date
acquired

mo.,
day, yr.)

c. Date
sold (mo.,
day, yr.)

d. Gross sales price
(contract price)

e. Depreciation
allowed (or
allowable) since
acquisition or
March 1, 1913
(attach schedule)

f. Cost or other
basis and cost of
subsequent im-
provements (if not
purchased, attach
explanation)

g. Expense of sale

h. Gain or loss (column d
plus column e less sum
of columns f and g)

1. % o - il $ $ $
2. Enter your share of gain (or loss) from partnerships and fiduciaries..............ooiiiiiiiiiiiiiiiii i,
3. Net gain (or loss) from lines 1 and 2. Enter here and on line 2, Schedule D Summary, Form 1040.............. $
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INSTRUCTIONS—(References are to the Internal Revenue Code of 1954)

GAINS AND LOSSES FROM SALES OR EXCHANGES OF
PROPERTY.—Report details in schedule on other side.

*‘Capital assets’’ defined.—The term “‘capital assets” means
property held by the taxpayer (whether or not connected with his
trade or business) but does NOT include—

(a) stock in trade or other property of a kind properly includible
in his inventory if on hand at the close of the taxable year;
property held by the taxpayer primarily for sale to cus-
tomers in the ordinary course of his trade or business;

(c) property used in the trade or business of a character which

is subject to the allowance for depreciation provided in
section 167;

(d) real property used in the trade or business of the taxpayer;

(e) certain government obligations issued on or after March 1,
1941, at a discount, payable without interest and maturing
at a fixed date not exceeding one year from date of issue;

(f) certain copyrights, literary, musical, or artistic composi-
tions, etc.; or

(9) accounts and notes receivable acquired in the ordinary
course of trade or business for services rendered or from
the sale of property referred to in (a) or (b) above.

Special rules apply to dealers in securities for determining capital
gain or ordinary loss on the sale or exchange of securities. Also,
in the case of a taxpayer other than a corporation, certain real
property subdivided for sale may be treated as capital assets.
Sections 1236 and 1237.

If the total distribution to which an employee is entitled under
an employees’ pension, bonus, or profit-sharing trust plan, which is
exempt from tax under section 501 (a), is received by the employee in
one taxable year, on account of the employee’s separation from the
service, the aggregate amount of such distribution, to the extent it
exceeds the amounts contributed by the employee, shall be treated
as a long-term capital gain. See section 402.

A capital gain dividend, as defined in section 852 (relating to
tax on regulated investment companies), shall be treated by the
shareholder as a long-term capital gain.

Gain on sale of depreciable property between husband and wife
or between a shareholder and a “‘controlled corporation’” shall be
treated as ordinary gain. Section 1239.

A transfer (other than by gift, inheritance, or devise) by an
individual “‘holder” of all substantial rights evidenced by a patent,
or an undivided interest therein, shall be considered the sale or
exchange of a capital asset held for more than 6 months.

Gains and losses from transactions described in section 1231
(see below) shall be treated as gains and losses from the sale or
exchange of capital assets held for more than 6 months if the total
of these gains exceeds the total of these losses. If the total of these
gains does not exceed the total of these losses, such gains and losses
shall not be treated as gains and losses from the sale or exchange
of capital assets. Thus, in the event of a net gain, all these trans-
actions should be entered in the 'long-term capital gains and losses’
portion of Schedule D. In the event of a net loss, all these trans-
actions should be entered in the “'property other than capital assets’’
portion of Schedule D, or in other applicable schedules on Form 1040,

Section 1231 deals with gains and losses arising from—

(a) sale, exchange, or involuntary conversion, of land (includ-
ing in certain cases unharvested crops sold with the land)
and depreciable property if they are used in the trade or
business and held for more than 6 months,

(b) sale, exchange, or involuntary conversion of livestock held
for draft, breeding, or dairy purposes (but not including
poultry) and held for 1 year or more,

(c) the cutting of timber or the disposal of timber or coal to
which section 631 applies, and

(d) the involuntary conversion of capital assets held more than
6 months.

See sections 1231 and 631 for specific conditions applicable.

Description of property listed.—State following facts: (a) For
real estate (including owner-occupied residences), location and
description of land and improvements; (b) for bonds or other evi-
dences of indebtedness, name of issuing corporation, particular
issue, denomination, and amount; and (c) for stocks, name of corpo-
ration, class of stock, number of shares, and capital changes
affecting basis (including nontaxable distributions).

Basis.—In determining gain or loss in case of property dcquired
after February 28, 1913, use cost, except as specially provided.
The basis of property acquired by gift after December 31, 1920, is
the cost or other basis to the donor in the event of gain, but, in the
event of loss, it is the lower of either such donor’s basis or the fair
market value on date of gift. Generally, the basis of property
acquired by inheritance is the fair market value at time of acqui-
sition which usually is the date of death. For special cases involving
property acquired from a decedent, see section 1014. In the case of
sales and exchanges of automobiles and other property not used in
your trade or business, or not used for the production of income,
the basis for determining gain is the original cost plus the cost of

(b

~

permanent improvements thereto. No losses are recognized for in-
come tax purposes on the sale and exchange of such properties.
In determining GAIN in case of property acquired before March 1,
1913, use the cost or the fair market value as of March 1, 1913,
as adjusted, whichever is greater, but in determining LOSS use
cost as adjusted.

Sale of a personal residence.—See Form 1040 instructions for
special rules applicable to sale or exchange of your residence.

Losses on securities becoming worthless.—If (a) shares of
stock become worthless during the year or (b) corporate securities
with interest coupons or in registered form become worthless during
the year, and are capital assets, the loss therefrom shall be con-
sidered as from the sale or exchange of capital assets as of the last
day of such taxable year.

Nonbusiness debts.—If a debt, such as a personal loan, becomes
totally worthless within the taxable year, the loss resulting therefrom
shall be considered a loss from the sale or exchange, during the
taxable year, of a capital asset held for not more than 6 months.
Enter such loss in column (h) and describe in column (a) in the
schedule of short-term capital gains and losses on other side. This
does not apply to: (a) a debt evidenced by a corporate security with
interest coupons or in registered form and (b) a debt acquired in
your trade or business.

Classification of capital gains and losses.—The phrase
“short-term’’ applies to gains and losses from the sale or exchange of
capital assets held for 6 months or less; the phrase '‘long-term’
applies to capital assets held for more than 6 months.

Treatment of capital gains and losses.—Short-term capital
gains and losses will be merged to obtain the net short-term
capital gain or loss. Long-term capital gains and losses (taken into
account at 100 percent) will be merged to obtain the net long-
term capital gain or loss. If the net short-term capital gain exceeds
the net long-term capital loss, 100 percent of such excess shall be
included in income. If the net long-term capital gain exceeds the
net short-term capital loss, 50 percent of the amount of such excess
is allowable as a deduction from gross income. This deduction is
given effect on line 9 of Schedule D.

Limitation on allowable capital losses.—If the sum of all the
capital losses exceeds the sum of all the capital gains (all such
gains and losses to be taken into account at 100 percent), then
such capital losses shall be allowed as a deduction only to the
extent of (1) current year capital gains plus (2) the smaller of either
the taxable income of the current year (or adjusted gross income if
tax table is used) or $1,000. For this purpose taxable income is
computed without regard to capital gains or losses or the deduction
for exemptions. The excess of such allowable losses over the sum
of items (1) and (2) above is called “‘capital loss carryover.” It
may be carried forward and treated as a short-term capital loss in
succeeding years. However, the capital loss carryover of each
year should be kept separate, since the law limits the use of such
carryover to the five succeeding years. In offsetting your capital
gain and income of 1956 by prior year loss carryovers, use any
capital loss carryover from 1951 before using any such carryover
from 1952 or subsequent years. Any 1951 carryover which cannot
be used in 1956 must be excluded in determining total loss carry-
over to 1957 and subsequent years.

Collapsible corporations.—Gain from the sale or exchange of
stock in a collapsible corporation is not a capital gain. Section 341.

**Wash sales’’ losses.—Losses from the sale or other disposition
of stocks or securities are not deductible (unless sustained in con-
nection with the taxpayer’s trade or business) if, within 30 days
beforé or after the date of sale or other disposition, the taxpayer
has acquired (by purchase or by an exchange upon which the
entire amount of gain or loss was recognized by law) or has entered
into a contract or option to acquire, substantially identical stock
or securities. Section 1091.

Losses in transactions between certain persons.—No deduc-
tion is allowable for losses from sales or exchanges of property
directly or indirectly between (a) members of a family, (b) a cor-
poration and an individual (or a fiduciary) owning more than 50
percent of the corporation’s stock (liquidations excepted), (c) a
grantor and fiduciary of any trust, (d) a fiduciary and a beneficiary
of the same trust, (e) a fiduciary and a fiduciary or beneficiary of
another trust created by the same grantor, or (f) an individual and
a tax-exempt organization controlled by the individual or his
family. Section 267. Partners and Partnerships see Section 707(b).

ALTERNATIVE TAX.—If the net long-term capital gain
exceeds the net shortterm capital loss, or in the case of only a
long-term capital gain, taxpayers (a) filing separate returns with
taxable income exceeding $18,000, or (b) filing joint returns or as
surviving husbands or wives with taxable income exceeding
$36,000, or (c) filing as head of household with taxable income
exceeding $24,000, will usually find it to their advantage to com-
pute the alternative tax on the other side. The alternative tax, if
{esi tlhon the tax computed on page 2 of Form 1040, shall be the tax
iability.
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SCHEDULE F
(Form 1040)

U. S. Treasury Department—Internal Revenue Service

SCHEDULE OF FARM INCOME AND EXPENSES

(For computation of Self-Employment Tax, see page 4)
Attach this schedule to your Income Tax Return, Form 1040

1936

For Calendar Year 1956, or other taxable year beginning

, 1956, and ending , 195

Name and Address as shown on page 1, Form 1040

FARM INCOME FOR TAXABLE PERIOD COMPUTED ON THE CASH RECEIPTS AND DISEURSEMENTS METHOD
(See Instructions on Schedule D (Form 1040) for tax treatment of certain livestock held for draft, breeding, or dairy purpoeses)

1. SALE OF LIVESTOCK RAISED 2.SALE OF PRODUCE RAISED 3. OTHER FARM INCOME
Kind Quantity Amount Kind Quantity Amount Items Amount
Cattle - dait. $ Gradn i $ Mdse. rec’d for produce... .. et St
LTy B R o Maahtheiwerekiew: 2. & oo sl SR80 (1L
Hevses ot sine Coltamstr st Breeding feestin s 4« ;i wailevmtomtiommosinis
Mules. ........ TEbAGEDY. . i Wood and TarbBr i -0 o et ms oo
sheep.--3tvti. s Vegetables. .. ... Other lorost Profuaiar. i Hus s mem o
Swine:, .. ouw Fruits and nuts. . . Agricultural program pay-
Chickens...... Dairy products. . . b PEBRIE, o L R o ey
URV1) ) TR PRI [ ————————— 1070 70 B MBS (UM LS Patronage dividends, rebates
Dacks. s 500 --|| Meat products. .. or refablE TR0 el e
Bees:..... ... uis AR Poultry, dressed. . |--- Other farm income (specify):
Other (specify): WO AR e o e
____________________ Honey i ™ s
5. Sirup and sugar.
.................... Other (specify):
e e S MG P 8 j oo | A S e Ce e e Totele 301 Sl 2.0 P [ SR, . AN
(Enter on line 1 of summary below) (Enter on line 2 of summary below) (Enter on line 3 of summary below) H
4. SALE OF PURCHASED LIVESTOCK AND OTHER PURCHASED ITEMS
a. Description b. Date acquired c. Gross sales price | d. Cost or other basis | e, Profit (or loss)
......... Pl $ 1% $
Total (enter on line 4 of summary below) . . ... uute ittt ieeae s iseeeeeantsroaanntesses $
SUMMARY OF INCOME AND DEDUCTIONS COMPUTED ON THE CASH RECEIPTS AND DISBURSEMENTS METHOD
1. Sdle of livestock raised.........coovievnn. Stz 1 ...... 6. Expenses (frompage2).........ccoevvvvnnn. h PR TR C
2. Sale of produce raised. .......cooviiiinniin ....-..-...-..!_--_., 1. Depreciation (frompage 3)........coevunn.
3. Other farm income............coevvneevnen|oceceeacceeee| || 8. Other deductions (specify):
4. Profit (or loss) on sale of purchased livestock i e W et it i) ke % (P BRRSNE e R
and other purchased items............... ! ‘ i | N
5. CroasiProfils®™as: ;5. o o 0 SN $ i 9.  Total Deductions.c.......n.uns. s in D
10. Net farm profit (or loss) (line 5 minus line 9) to be reported on line 9, page 1, Form1040. . ..................... $

* Use this amount for optional method of computing net earnings from self-employment. (See line 13, page 4.)
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FARM EXPENSES FOR TAXABLE YEAR (See Instructions)

(Do not include personal or living expenses or expenses not attributable to production of farm income, such as taxes, insurance, repairs, etc. on your dwelling) ¥ P_ﬂl’ 2
1. ltems 2. Amount -(&Jtm':d) ; é‘oﬁ{{',?.."e'lf)

Eaborthimed v i s L T ey i e St ooty e Insurance on property (except your dwelling). . . .|[$.........._._.__
Faad DUBOh GRS .12/ 1, i e it S8 e svids s tlosdmmli mindl A0S Interest on farm notes and mortgages............ RIS 5
Seed dnd plants purchased. . . ov. @50t s distiven Bloe bt st e et Water rent, electricity, and telephone. ..........
e T e RS AR S RO TS e e Rent of farm, part of farm, or pasturage
Supplies purchased Freight, yardage, express, and trucking
Cost of repairs and maintenance. . ... ..........|occocooocooee . Automobile upkeep (farmshare)......... oo bo .
500 o T e AR SPGB N A S R AT gk Dt Amortization of grain storage facilities (attach
Fertilizars.andilime. i 7. . o S e e - e statement) :

Veterinary and medicine for livestock
Gasoline, other fuel and oil for farm business. . ..

Total of Columns 2 and 4 (enter on line 6 of summary on page 1 (cash method) or line 6, below (accrual method)). . :

Soil and water conservation expenses (attach
statement showing computation). .. ..........

Other farm expenses (specify):

FARM INVENTORY POR INCOME COMPUTED ON AN ACCRUAL METHOD

(Do not includ in liv

stock held for draft, breeding, or dairy purposes. See instructions on Schedule D (Form gmn

Description b ;‘:"""i“‘ Purchased During Year | Raised During Year c°'},’3:?::v°;a';°" Sold During Year ’ olg' Hand at End of Year
(Kind of livestock
or other roducts : 2 5
? ) Qtlﬁ; Inventory value Qt'%:; Amount paid Qtt::yn Inventory value Qtl;:yn Inventory value Q"‘i:;" Amount received Q;:?;' "| Inventory value
...... $ ey |- $ L e ML . L%
i

5 {
Motcrlas i 2ari st e - $ $ $ $- e
(Enter on line 3) (Enter on line 4) (Enteronline 1(b)) (Enteronline 1(a))

SUMMARY OF INCOME AND DEDUCTIONS COMPUTED ON AN ACCRUAL METHOD

1(a). Inventory of livestock, crops, and products at end of year. |$.....____[______ 6. Expenses (from above) ... ..« vo|Pecoocme s
(b). Sales of livestock, crops, and products during year . ... .| coommeoofoeeees 1. Depreciation (from page 3) - . . . . |-ccommecea|acaes
(c). Other farm income (specify): 8. Other deductions (specify):

2. V=70 | AR s DN Sl SO T SRR PR s A $ b B e S

3. Inventory of livestock, crops, and prod- [ | | | e i | e

ucts at beginningofyear............ At i g O Il I A5, TS

4. Cost of livestock and products purchased

(b yinte i Vo i g B SRS WG TN
5. Gross profits (line 2 minus the sum of lines 3 and 4)*. . ... $ 9. Total Deductions. . ..... $
10. Net farm profit (or loss) (line 5 minus line 9) to be reported online 9, page 1, Form 1040 ...................... $

*Use this amount for optional method of computing net earnings from self-employment.

(See line 13, page 4.)
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DEPRECIATION (See Instructions) Page 3
1. Kind of property (if buildings, Ae
state material of which con- 2. Date 4. Depreciation allowed | 5 pathod of computing 6. Rate (%) 7. Depreciation for
:ttrl:lecrtendo)ﬁdef))::lggglel;rr‘:pe:tnyd acquired | 3- Costor other basis (yg;::;lowable)m o depreciation or life (yq‘r’s) '{his year
$ 1T | Bruimptahir vl
Total (enter on line 7 of summary on page 1 (cash method) or line 7, page 2 (accrual method))........... $

SEE ADDITIONAL INCOME TAX INSTRUCTIONS FOR FARMERS ON SEPARATE SHEET \

SELF-EMPLOYMENT TAX INSTRUCTIONS

For years ending after December 31, 1954, individuals de-
riving income from farming operations are subject to self-
employment tax. See page 4 for computation of earnings from
selt-employment and self-employment tax.

Optional method.—A farmer has an option of figuring his
net farm earnings for self-employment tax purposes only.
If his gross income for the year from farming is not more than
$1,800, he may report two-thirds of his gross farm income instead
of his actual net earnings from farming. If his gross income from
farm self-employment is more than $1,800 and his actual net
earnings from farming are less than $1,200, he may report
$1,200. For the purpose of the optional method, a partner should
compute his share of gross profits from a farm partnership in
accordance with the partnership agreement. In the case of
guaranteed payments, his share is his guaranteed payment plus
his share of the gross profits after such gross profits are reduced
by all guaranteed payments of the partnership.

SHARE-FARMING ARRANGEMENTS

An individual who undertakes to produce a crop or livestock
on land belonging to another for a proportionate share of the
crop or livestock produced, or the proceeds thereof, is consid-
ered to be an independent ¢ontractor and a self-employed person
rather than an employee. His net earnings should be reported
on Schedule F (Form 1040) for income tax and self-employment
tax purposes.

Farm rentals.—Rental income from a farm counts for social
security purposes if the arrangement provides for material
participation by the landlord and he does participate mate-
rially in the production of the crop or livestock or in the manage-
ment of the production of the farm products. Such rental income
is farm earnings and should be reported on page 1 or 2 of this
schedule. "Material participation’ means the taking of an
important part in the actual production or in the making of
management decisions.

MORE THAN ONE TRADE OR BUSINESS

If an individual is engaged in farming and in one or more
other trades or businesses, his net earnings from self-employment
are the combined net earnings from self-employment of all
trades or businesses carried on by him. Thus, the loss sustained
in one trade or business will operate to reduce the income
derived from another trade or business. In such cases, use
both Schedule F (Form 1040) and Schedule C (Form 1040) to
determine net profit from the farm and nonfarm activities,
respectively. Make the combined calculation of self-employment
tax on page 3 of Schedule C. Fill in only lines 11 through 13
on page 4 of Schedule F.

JOINT RETURNS

Where husband and wife file a joint income tax return, page
4 of this schedule should show the name of the one with self-em-
ployment income from farming. Where husband and wife each
had self-employment income, a separate ScheduleF, or a separate
Schedule C, whichever is appropriate, must be filed by each.
However, the total of the amounts shown as profit (or loss) from
all businesses should, for income tax purposes, be reported on
line 8 or 9, on page 1, Form 1040, and the combined self-em-
ployment tax should be entered on line 15, page 1, of Form 1040.

COMMUNITY INCOME

For the purpose of computing net earnings from self-employ-
ment (but not for income tax), if any of the income from a trade

or business is community income, all the income from such trade
or business is considered the income of the husband unless the
wife exercises substantially all the management and control of
the trade or business, in which case all of such income is :con+
sidered the income of the wife. (Also see instructions on partner-
ships below.) it )

If separate income tax returns are filed by husband and wife,
a complete Schedule F or Schedule C, whichever is appropriate,
must be attached to the return of the one with self-employment
income. Community income included on such a schedule must,
however, be allocated, for income tax purposes, between the
two returns (on line 8 or line 9, page 1, Form 1040) on the
basis of the community property laws.

PARTNERSHIPS

In computing his combined net earnings from self-employ-
ment, a partner should include his entire share of such earnings
from a partnership including any guaranteed payments. No
part of that share may be attributed. to the partner’s wife (or
husband) even though the income may, under State law, be
community income. However, in the case of a husband and
wife farm partnership, like other partnerships, :the ‘distributive
share of each must be entered as partnership income in Sched-
ule H, page 3, of Form 1040 for income. tax purposes, and on
line 11(b), page 4, of separate Schedule F:for' self-employment
tax purposes. (Use separate Schedule C, page 3, to report non-
farm income for social security purposes.) - . - Y

EXCLUSIONS FROM SELF-EMPLOYMENT

In determining the amount of net earnings from self-employ-
ment from farming, the following items should be excluded.

Real estate rentals.—Rentals from real estate, including any
personal property that is leased with the land. This includes~ -
rentals received in cash or crop shares. These amounts should
be reported in Schedule G of Form 1040. See, however, "Farm
Re}rlltccxllsi’ above which should be reported on page 1 or 2 of this
schedule.

Property gains and losses.—Gains and losses from the sale,
exchange, or involuntary conversion of capital assets and other
property which is not held primarily for sale to customers. These
amounts should be reported on separate Schedule D (Form 1040).

Net operating losses.—In determining the net earnings from :
self—empﬁi ent, no deduction for net opbrating losses of other !
ears shall be allowed. Such deduction should be reflected on :
ine 11, page 1, Form 1040. P :

SCHEDULE SE (FORM 1040)

To assure proper credit to your account, be sure to enter your !
name and social security account number on Schedule SE|
(Form 1040) exactly as they are shown on your social security |
card. If you do not have a social security account number,
you must get one. These account numbers are obtainable from i
any of the approximately 600 Social Security Administration :
offices throughout the country. The telephone directory or your ;
local post office will give you the address. Do not delay filing :
your return beyond the due date. A e

Regardless of whether joint or separate returns, Form
1040, are filed by husband and wife, Schedule SE (Form
1040) must show only the name of the one with self-em- '
ployment income. If both had net earnings from self- !
employment, a separate Schedule SE must be filed by each. |

!

16—72766- 1 i
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Page 4
COMPUTATION OF INDIVIDUAL’S NET EARNINGS FROM FARM SELF-EMPLOYMENT (For social security)

P Each self-employed person must file a separate schedule. See instructions, page 3, for joint returns and partnerships.
P If you had wages of $4,200 or more which were subject to the deduction for social security, do not fill in this page.

P If you had net earnings from self-employment from both farm and nonfarm sources, fill in only lines 11 and 12 (line 13, if applicable),
and use separate Schedule C to'compute your self-employment tax. Net earnings from farm self-employment should be entered on
line 28(d) of separate Schedule C (Form 1040).

NAME OF SELF-EMPLOYED PERSON (as shown on social security card)

CHOICE OF METHODS.—A farmer must report his net farm earnings for self-employment tax purposes. Net earnings may be com-
puted under the optional method (line 13, below) by a farmer whose GROSS profits are $1,800 or less, or whose GROSS profits are
more than $1,800 and NET earnings are less than $1,200. If your GROSS profits from farming are not more than $1,800 and you
elect to use the optional method, you need not complete lines 11 and 12.

11. Net farm profit (or loss) from:

(a) Line 10, page 1 (cash method), or line 10, page 2 (accrual method).......covoviiiiiiiiiii.... L, SR e M O
(b} Farm parlierships. . . . 0. . . i ehfinik suidatie bl e T v Wt e o iais o e E-apie s s o s o's armaisloe oo e O RN Yo Vi ) | XS
12. Net earnings from self-employment from farming. Total of linell (@ and (b)...ovvvvvveeiiiiinnnenn... $

Computation Under Optional Method

13. If gross profits from farming (see note below) are:
(a) Not more than $1,€00, enter two-thirds of the gross profits. . . ........coviiviiiiiiiiiininennn.
(b) More than $1,800 and the amount on line 12 above is less than $1,200, enter $1,200 ............ }

NOTE.—Gros:Jaroﬁta from farming are the total of the gross profits on line 5, page 1 (cash method), or line 5, page 2
(accrual method), plus the distributive share of gross profit from farm partnerships as explained on page 3.

If line 12 (or line 13, if used) is under $400, do not {fill in rest of page.

Computation of Self-Employment Tax (For social security)

14. Maximum amount subject to self-employment tax.............ccoiiiiiiiiinn... $ 4,200| 00

18. Less: Total wages, subject to deduction for social security, paid to you during the tax-
able year. (For wages reported on Form W-2, see "F. I. C. A. Wages” box.). ..

I8¢ Balanoo (line 14 0eseBine 18 ok . 2o i S ailiiid sl e T sl Sy Ta o o 28 s $
17. Self-employment income. Enter here your choice of:

EITHER (1) the smaller of line 12 or 16 OR (2) the smallerof line 130r 16......................... $
18. Self-employment tax—39% of amount on line17. Enter here and on line 15, page 1, Form 1040............. $

IMPORTANT—FILL IN ITEMS BELOW COMPLETELY BUT DO NOT DETACH

U. S. Treasury Department

SCHEDULE SE (Form 1040) U. S. REPORT OF SELF-EMPLOYMENT INCOME 1956

Internal Revenue Service For Crediting to Your Social Security Account
e
CHECK CALENDAR OTHER 5 e A S S Y N s 1956 PLEASE DO NOT WRITE IN THIS SPACE
17onE  FhkR 1966 s [

and Ending 198 ==
FARM ACTIVITIES SUBJECT TO SELF-EMPLOYMENT TAX (Raising livestock, custom harvesting, etc.)

2.

3 FARM ADDRESS (Rural Route, Post Office, State)

SOCIAL SECURITY
ACCOUNT NUMBER
4. OF PERSON NAMED » } ‘ ENTER AMOUNTS, IF ANY, SHOWN ON

IN ITEM 5 BELOW
LINE 12 ABOVE. .$.
PRINT OR TYPE NAME OF SELF-EMPLOYED PERSON AS SHOWN ON SOCIAL SECURITY CARD 6.

I LINE 13 ABOVE.. $

PRINT OR TYPE HOME ADDRESS (Number and Street, or Rural Route) ENTER WAGES, IF
5. 7. ANY, SHOWN ON
LINE15 ABOVE.. $
(City or Town, Postal Zone Number, State) ENTER AMOUNT

8. SHOWN ON

LINE 17 ABOVE.. $

U. S. GOVERNMENT PRINTING OFFICE 16—72766~1
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v.smrmasiomM ey DEPLETION AND DEPRECIATION DATA FOR MINES Page 1
- AND OTHER NATURAL DEPOSITS

Name of taxpayer
Address - T o 4o
Filed in support of income tax return for calendar year

This form indicates the information required for the average property. Any unusual agreements, contracts, or conveyances relied
upon should be evidenced by certified copies. Attach sufficient schedules to explain all important items. Use a separate form for each
property and furnish a tabulated summary. Data need not be submitted on this form but should conform to it. Furnish maps if
possible. Report production in the units ordinarily sold or paid for.

The bases for computing depletion are: (A) Cost of property; (B) value as of March 1, 1913, in case of properties acquired prior
thereto; or discovery value in the case of certain nonmetals (sec. 114 (b) (2)); (C) Percentage of gross income. (Percentage depletion is
applicable only to those minerals listed in sec. 114 (b) (4) of the Internal Revenue Code.) For the years 1932 to 1941, inclusive, per-
centage depletion is allowable only if an election to take it was properly made; for 1942 and subsequent years it is allowable if greater
than if computed on the adjusted basis provided in section 113 (b) of the Internal Revenue Code. Percentage depletion may not exceed
50 percent of net income from the property. (Sec. 114 (b) (4).)

Name.ofiproperty L= o - o - iie L s Liocation and degerption) = ..l oo 2 o i n

Arenacquiretie "L . il LTS bl o D Brom whotn Aequited Mo Lesiiei e b o 2o Soite o T
(Acres, sq. ft., etc.) (Name and address)

Manegraliprodiiced:. Sis o 0 s st B Methadiofirecoyery - Suel sieBi o4 L e

(Underground, open pit, dredging, ete.)

Nature of intepgst .- . .. __: Fractionowned - & ... i o Date of acquisition
(Royalty, leasehold, ete.)

A. COST (To be submitted regardless of basis for depletion)

1. Cash, $ 2. Stock, $ Sa@therc @t - 2o - L o S

(If property was acquired for stock or consideration other than cash, the cost set up_ must be substantiated)
4, Distribute the purchase price among the items enumerated below which apply to this transaction.
If deposit has been purchased at different times enter each separate purchase separately on additional schedules.

ITEM COST REMARKS

Surface (fee) not containing mineral $ s b bl bl LU RE T L L et AU S Tl Rl E

‘Surface (fee) containing mineral e e e e e

Mineral (fee). i oo o sei ol ol R T Uy 0 o S <

Mineral vights_ . = ___. : I8

Leasehold. el e s e e R e

Plant. oo mmmmm | mm e e e | e e

Equipment e -

Development. .. e e e R B i Bk e e

Other assets (itemized)

TOTAL L2 R PRSI S ot -

B. MARCH 1, 1913, OR DISCOVERY VALUATION (Complete data in substantiation of the value must be submitted)

Value of minerals or leasehold at March 1, 1913, or date of discovery

. Value of plant and equipment at basicdate . . . . . . . . . ... ..
. Value of surface at basicdate . . . « ¢« « « ¢« ¢ ¢« ¢ o 0 000 e e e
. ToraL value of property at basicdate . . . . . . . . . . . .. .. .
. Depletion of value for taxable period, from depletion scheduleonpage2 . . . . . . e o

(S BTN U R

Amount of depletion claimed as a deduction from income from above property . . . . . . . . $

16—68536~1



C. PERCENTAGE DEPLETION (Must be computed separately for each property) Page 2
(As provided in section 23(m) and section 114(b)(4)

13 Grossiinoome fromisalen’ of THINETRE . . . 5 & o' 'c . eie bmet @ Bar e s 4 e o ek $
Bloss: “Any: oyalticd paid thefeon. ..". . .4 firies anrss LR LET e LU R, NS
Any expenses and profits beyond concentration (sec. 29.23(m)-1(f) . . . .
GO PoNIe from the property = . . . v o 0 i T L e T e e e e e
2. Data for limitation of allowable depletion:
(a) Operating expenses (itemize on separate sheet) . . . . . . . . . . . . . .
(b) Depreciation . . . . . TR i T R M e B P

(c) Exploration—current or deferred deductions . . . . . . . . . . . ...
(d) Development—current or deferred deduetions . . . . . . . . . . . . .
(e} ilaxea BartaImng 10 this PEOPRItY .- . i 0L s olie o e i lo e el e olith

(f) Overhead and general expenses allocated . . . . . . . . . . . ..
(9) Other deductions pertaining to this property . . . . . . . S
. Total allowable deductions exclusive of depletion (sum of itemsunder2) . . . . . . . . . . . . ..
SeNetineome:rbefore:depletion (b I'mipusitem 8) . o = vile &1 v ¢ v e e e e e e b e
. Limitation of allowable depletion (50 percent ofitem 4). . . . . . . . . . . . ¢ ¢ ¢ 0 v 0 o 0. ..
Percent* of gross income from the property (item 1) . . SN S el o e e 18
Depletion allowable on percentage basis (item 5 or item 6, whicheverisless) . . . . . . . . . . . . ..

Peplotiony cottipritod-onieost-orsother DARIS" - 55 ai%h v v (ST W5 wiiailie 6 o ke 1o s whodl st w6 8 w0 el e eileia
*Refer to sec. 114(b) (4) for current rates.

DEPLETION SCHEDULE ON BASIS OF COST, MARCH 1, 1913, OR DISCOVERY VALUE
(Indicate which basis)

Include data for all years since March 1, 1913 or since production began. Note especially that for the years 1932 to 1941, inclusive,
if percentage depletion was elected, the capital sum is the adjusted basis provided in section 113(b) using percentage depletion only, while
in 1942 and subsequent years the allowable depletion is either percentage depletion or depletion on the adjusted basis, whichever is greater.
The “capital sum remaining’’ or the ‘“depletable sum’” is the cost of a mine or deposit, when such mine or deposit is acquired by purchase
after February 28, 1913; or the March 1, 1913 value, whichever is applicable, plus subsequent capital additions (as defined by regulations
applicable to the particular year of expenditure) and less the cost of depreciable assets included therein and the cost of assets subsequently
eliminated. The schedule starts with this figure, and for each succeeding year it is diminished by the depletion previously allowed or
allowable, whether computed using the adjusted basis under sec. 113 (b) or percentage of income basis. he total ore reserve for the
year is the total for the preceding year, minus the production for the prior year, with adjustments (if any) for the current year. The
unit cost is the ‘““capital sum remaining’’ divided by the total mineral reserves for the year. The depletion on adjusted basis is the pro-
duction times the unit cost. When depletion is computed on discovery value, the deduction is limited to 50% of the net income from the
property, but the capital sum remaining is the discovery value plus subsequent capital additions, reduced by the aggregate of depletion
deductions which would have been allowed in prior years without reference to the net income limitation.

® N oo w

INVESTMENT:
Beginning of period_..._.__.____________ ST PG L IO T B s TR s e et t L o S RUE SR PRV D S S
AAHIBIONS . o e Ty B Lo THET R TR et TR e sl i
Reduotiong. ... oo | [P SRS M AT e e [ e ) AR X Y 1 b
Lol forperigoior . S o n ke L b

DEPLETION RESERVE:
Beginning of period..___________________ " RS S, AR o Tt o T W WG e RN | BRSO DR O 8L |- e SRl o SO AL T o
AdyunpEdents - S=rl Roll o oot o= AT M W NS S o0 T R TR SN
Adjastaditeserve s o v d ol I il o 4 R T

PR DCBEl. BUM e e eoobcns bl Jleis B, o e e e o S R | R Y S

MINERAL RESERVES:
Beginning of period Ry, el L Sl R L 8 B Bl LR R R (R S LR, SR TR SRR e e T
Adjustments ST St TR OO (F S e e A S R LIS SSAN o7  — WCRY
Total for period > b

BRI ON. e e o e e e e e s e S

s S

DEPLETION SUSTAINED Y

DEPLETION ALLOWABLE )
DEPLETION RESERVE:
Bodrof perioda:. ..

Units oF MEASUREMENT USED IN COMPUTATIONS
(Cu. yd., cu. ft., long tons, short tons, etc.) 16—68535-1
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T e L Sy B N et vy T e b Sl
Form M e Page 3

EXPLORATION AND DEVELOPMENT DATA.—(Submit the following information for each property)

If exploration or development expenditures have been deferred, submit schedules similar to depletion schedule
based on cost.

DEPRECIATION SCHEDULE

The basis on which depreciation is computed must be consistently used in all years unless permission to change is
obtained under sec. 29.41-2 of Regulations 111.

e TP e e T S R ) TR e 1 BT RO LT R I LTI 9% s e Bt Sl B L R e D RO W LN Y S

N HNR BENDING e L 20 o V5 SimbegBotinaln P aten o L3 0aE e i SRRt S

Investment Beginning 2 st 2
Addiions(GRoss) o el o e e e e el sk
Reductions (Gross)
Investment End Period

RATE BASIS

(For assets not expected to last as long as the mine)

(A) Average Investment
(BINBAlvAab T ETOVIRONUET IS - SC it e L il o e R
Depreciable Base (A)—(S)
DEpreaintionsRatie s BB D s el s e e R R

Depreciation Sustained
Depreciation Reserve Beginning._________
Debite to Regerve o= 28 o r b 2
Eredits toReserve ..o i i o = e e LT N e N
Depreciation Reserve End A P ‘ Iy

Ratio Reserve to Investment____

UNIT OF PRODUCTION BASIS

(For assets expected to serve until the mine is exhausted)

DEPRECIATION RESERVE:
Beginning of period &
Adjustments B S
Adjusted reserve___.____ "

Bhok VEATHE: Lo L ial 3 00

PROVISION FOR SALVAGE:
Percent total investment.___. e

DEPRECIABLE SUM......_____. ; bl e

MINERAL RESERVES:
Beginning of period ¢
Adjﬁstmenfq _____
Total for period

PropuctioNn

Unit

AMOUNT SUSTAINED

DEPRECIATION RESERVE:
End of period

16—68535-1



Form M Page 4

If coal is produced, submit the following information for each property:

GRANTOR AMOUNT OF CONSIDERATION
YEAR
BouGHT
Name and address Cash Bonds Stock
Property No. 1
$ -] 8 $
Property No. 2
_______ S vl d W G $
Property No. 3
$ $ $
ACRES ACQUIRED WORKABLE SEAM ToONS RECOVERABLE
2 Total at
Surface Coal Name Height Acres Per acre acquisition

Property No. 1......toui L0 g el 5 N s

Property No. 2.__________ £ 3 e

Property No. 3

SUPPLEMENTAL INFORMATION.—In the space below, or on a separate sheet, show names and addresses of others holding interests
an the property. If the property, or any interest in it, was sold during the taxable year, furnish full particulars, including name and address
of purchaser, date of sale, consideration received, and amount of depreciation and depletion previously allowed or allowable. If the ore
contains two or more minerals, data showing gross income, quantities sold, ore reserves, and all other pertinent data, should be furnished
for each product sold

DECLARATION

I (or we, the general officers of the corporation hereinbefore named) declare under the penalties of perjury that the answers to the
questions herein, including statements and figures entered in the accompanying schedules and any additional statements and schedules
attached hereto, are, to the best of my (or our) knowledge and belief, complete, true, and correct in each and every particular.

Dated: , 19 _

(Signature; state title)

(Signature; state title)
U. S. GOVERNMENT PRINTING OFFICE 16—68535-1




