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SPECIAL NOTICE:

The Quarterly Financial Report announced the expansion of its coverage to include four new service sectors in the
Federal Register on January 18, 2012. The new sectors included subsectors in Sector 53 (Real Estate and Rental and
Leasing), excluding subsector 533 (Lessors of Nonfinancial Intangible Assets); Sector 56 (Administrative and
Support and Waste Management and Remediation Services); Sector 62 (Health Care and Social Assistance); and
Sector 72 (Accommodation and Food Services) based on the 2007 North American Industry Classification System
(NAICS). These sectors were mailed questionnaires beginning with the fourth quarter 2012 to date. Effective
immediately, the Quarterly Financial Report will cease collection of these additional sectors due to sample

restrictions and budget constraints. Inquiries can be addressed by Demetria V. Hanna at (301) 763-3351.

!Data for these tables are also available on the Internet at www.census.gov/econ/qft/
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Table Title
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57.0 Income Statement — Total assets $25 MIlTION AN OVEF  ...o..veeeeeeeeeeeee ettt eee e e
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Table Title
COMPUTER AND PERIPHERAL EQUIPMENT
(NAICS 3341)
25.0 Income Statement — All total asset sizes, and total assets under $25 Million .........cocevviiviiviiciicci e,
25.1 Balance Sheet — All total asset sizes, and total assets under $25 MillioN .....c..ccooiiiiviici e
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COMMUNICATIONS EQUIPMENT
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62.0 Income Statement — Total assets $25 MIllioN AN OVEF  ....cveeviiiiiciccec e
62.1 Balance Sheet — Total assets $25 MillioN AN OVEF  ......oveiiiiiiii et

ALL OTHER ELECTRONIC PRODUCTS

(NAICS 3343 - 3346)
27.0 Income Statement — All total asset sizes, and total assets under $25 Million .........cccoeveiviiii e,
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TRANSPORTATION EQUIPMENT
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29.0 Income Statement — All total asset sizes, and total assets under $25 Million ..........coceeviiviiciicii e,
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65.0 Income Statement — Total assets $25 MillioN AN OVEF  .....veiiveiiiiicecee et
65.1 Balance Sheet — Total assets $25 MillioN AN OVEF  ........voceiieieiiecee et es st .

MOTOR VEHICLES AND PARTS
(NAICS 3361 - 3363)

30.0 Income Statement — All total asset sizes, and total assets under $25 Million .........cccoeviiiiviicii e
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Index to Financial Data Tables (continued)

Table Title
AEROSPACE PRODUCTS AND PARTS
(NAICS 3364)
31.0 Income Statement — All total asset sizes, and total assets under $25 Million ........ccocovviiiiiivicii e,
31.1 Balance Sheet — All total asset sizes, and total assets under $25 Million .......cccccovivii v,
67.0 Income Statement — Total assets $25 MIllION AN OVEF  ......eeoeviiieeceee et eee e
67.1 Balance Sheet — Total assets $25 MIllION AN OVEL  ....o..veiieieee ettt e s ae e ereas

FURNITURE AND RELATED PRODUCTS

(NAICS 337)
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Introduction
SURVEY DESCRIPTION

The Quarterly Financial Report (QFR) Program publishes up-to-date aggregate statistics on the financial results and
position of U.S. corporations. Based upon a sample survey, the QFR presents estimated statements of income and
retained earnings, balance sheets, and related financial and operating ratios for manufacturing corporations with
assets of $250,000 and over, and corporations in mining, wholesale trade, retail trade, information, and professional
and technical services (except legal services) industries, with assets of $50 million and over. The statistical data are
classified by industry and by asset size.

The Federal Trade Commission (FTC) was responsible for the program from its inception in 1947 until December
1982. That responsibility was shared with the Securities and Exchange Commission until 1971. Authority to
conduct the survey was transferred to the U.S. Census Bureau in 1982.

The Commerce Department regularly employs QFR data as an important component in determining corporate
profits for the Gross Domestic Product (GDP) and National Income estimates; the Federal Reserve Board uses QFR
data to assess industrial debt structure, liquidity, and profitability; the Treasury Department estimates corporate tax
liability through use of QFR data; the Council of Economic Advisers and Congressional Committees utilize key
indicators derived from QFR data as they design economic policies and draft legislation; the FTC utilizes the series
as a basic reference point in analyzing the financial performance of American industries; and banking institutions
and financial analysts draw upon the series in making investment evaluations.

Publication schedule. QFR data are scheduled for release approximately 75 days after the end of the first, second,
and third-calendar quarters, and approximately 95 days after the end of the fourth-calendar quarter. The schedule of
release dates for calendar year 2014 is as follows:

Manufacturing; mining; wholesale trade;
information; and professional and technical
QFR Quarter services (except legal services) industries Retail trade
Fourth 2013 March 24, 2014 March 24, 2014
First 2014 June 9, 2014 June 16, 2014
Second 2014 September 8, 2014 September 15, 2014
Third 2014 December 8, 2014 December 15, 2014

The QFR publishes information on the most recently closed quarter for corporations in manufacturing, mining,
wholesale trade, information, and professional and technical services (except legal services) industries, and the
preceding quarter’s data for retail trade corporations, except in the fourth quarter when the 95-day publication lag
permits synchronized presentation.
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The following table shows how a corporation’s fiscal quarter relates to QFR quarters:

Month corporation’s fiscal quarter ends

Manufacturing; mining; wholesale trade;

information; and professional and technical Retail trade
services (except legal services) industries

QFR Quarter

First January, February, or March February, March, or April
Second April, May, or June May, June, or July

Third July, August, or September August, September, or October
Fourth October, November, or December November, December, or January

Data revisions. Revisions to QFR data are attributable primarily to industry reclassifications of major corporations
involved in merger/acquisition activities, restructuring of operations, economic changes, or additional information
and/or corrections submitted by respondents subsequent to last quarter’s publication. In order to reflect these
changes and to provide users with comparable data, revisions are made each quarter to the most recent four quarters
of previously published data.

Consolidation rules. Reporting companies have been instructed to fully consolidate the domestic operations of
every company, corporate (including 1120S corporations) and noncorporate, which are taxable under the U.S.
Internal Revenue Code and are owned more than 50 percent by the reporting company and its majority-owned
subsidiaries.  This includes every majority-owned domestic company located within the United States that
manufactures, mines, or conducts other business activities with the following exceptions: foreign entities (either
corporate or noncorporate), foreign branch operations, and domestic companies primarily engaged in foreign
operations (plants or work forces are located in foreign countries). Subsidiaries created in foreign countries to
manufacture and/or sell primarily in foreign markets are not consolidated. Also excluded from consolidation are
domestic companies primarily engaged in banking, finance, or insurance as defined in the North American Industry
Classification System (NAICS) Sector 52. Commonwealths such as Puerto Rico and territories such as the Virgin
Islands are not considered domestic for this report.

Nonconsolidated subsidiaries are accounted for on either the cost or equity method of accounting, at the option of
the reporting company. Manufacturing corporations with assets less than $50 million report their dividend income
or equity income (loss) with other nonoperating income (expense). Corporations with assets of $50 million and over
report their dividend income or equity income (loss) separately.

How corporations are classified and tabulated. The industry combinations used in the QFR are defined in
accordance with the descriptions provided in the North American Industry Classification System, United States,
2012 manual. Each corporation in the survey is required to provide a breakdown of gross receipts by source
industry. These data are analyzed to determine the classification of each corporation. A reporting corporation is
initially classified into the NAICS sector accounting for more gross receipts than any other NAICS sector. To be in-
scope for the QFR, more gross receipts of the reporting corporation must be accounted for by either (not a
combination of) the NAICS Manufacturing sector; Mining sector; Wholesale Trade sector; Retail Trade sector;
Information sector; or Professional and Technical Services sector, than by any other NAICS sector. After a
corporation is assigned to a sector, it is further classified by the 3-digit NAICS subsector accounting for more gross
receipts than any other 3-digit subsector within the sector. In certain cases, corporations are further classified into 4-
digit industry groups. QFR data are published for these subsectors and industry groups, except when statistical
criteria are not satisfied. In those cases, sectors or subsectors are combined, such as Leather Product Manufacturing
and Apparel Manufacturing.
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Note that these procedures may lead to a conglomerate corporation being assigned to a major group from which only
a small proportion of its receipts are obtained. For example, if a corporation obtains 20 percent of its gross receipts
from wholesale trade, 25 percent each from mining and retail trade, and 30 percent from manufacturing, it would be
classified in the manufacturing sector. Furthermore, if the 30 percent of manufacturing activity was conducted in
two subsectors, 10 percent in one and 20 percent in the other, the activities of the corporation as a whole would be
classified in the subsector accounting for 20 percent of total receipts.

When a corporation is drawn into the sample, its classification is determined using the most current information
available. This classification is reviewed periodically and changed as needed for as long as the corporation remains
in the sample. Manufacturing corporations are tabulated according to their total assets reported for that quarter.
Mining; wholesale trade; retail trade; information; and professional and technical services corporations are tabulated
according to their total assets at the time of sample selection.

DATA ANALYSIS

Financial operating ratios. Many quantitative indicators are used to assess the financial strength of an enterprise
and the success of its operations. The simplest method is to assemble related financial items, such as sales and
profits, and to express this relationship in the form of a ratio. Using these ratios, various aspects of corporate
operations may be compared with the performance of other corporations or groups of corporations of similar size or
in a similar industry.

The QFR’s ratio-formatted income statement and selected balance sheet ratios are expressed as percents of net sales
and total assets, respectively. The operating and financial characteristics of the respective industries and asset size
groups are thus reduced to a common denominator to facilitate analysis.

The ratio tables include the following additional basic operating ratios:

e Annual rate of profit on stockholders’ equity at end of period. This ratio is obtained by multiplying
income for the quarter before or after domestic taxes (including branch income (loss) and equity in the
earnings of nonconsolidated subsidiaries net of foreign taxes) by four, to put it on an annual basis, and then
dividing by stockholders’ equity at the end of the quarter. This ratio measures the rate of return that
accrues to stockholders on their investment.

e Annual rate of profit on total assets. This ratio is obtained by multiplying income, as defined in deriving
the rate of profit on stockholders’ equity, both before and after taxes, by four, and then dividing by total
assets at the end of the quarter. This ratio measures the productivity of assets in terms of producing
income.

e Total current assets to total current liabilities. This ratio is obtained by dividing total current assets by
total current liabilities. This ratio measures the ability to discharge current maturing obligations from
existing current assets.

e Total cash and U.S. Government and other securities to total current liabilities. This ratio is obtained
by dividing total cash and U.S. Government and other securities by total current liabilities. This ratio
measures the ability to discharge current liabilities from liquid assets.

e Total stockholders’ equity to total debt. This ratio is obtained by dividing total stockholders’ equity by
the total of short-term loans, current installments on long-term debt, and long-term debt due in more than
one year. This ratio indicates the extent of leverage financing used.

Comparisons with other statistics. QFR estimates will not necessarily agree with other financial and industrial
statistics, whether based upon a sample or complete canvass. For example:
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e The QFR eliminates multiple counting of interplant and other intracompany transfers included in census
establishment statistics. It also eliminates multiple counting of intercorporate transfers included in statistics
based upon nonconsolidated, partly consolidated, or combined reports from multicorporate enterprises.

e Each corporation who elect to file Form 1120 with the IRS and is in scope of the QFR is classified in one
of 46 QFR subsectors or industry groups and has a known probability of being drawn into the QFR sample.
Each corporation in the QFR sample is therefore given its proper weight in computing the QFR estimates.
The composition of the sample changes each quarter to reflect the effects of corporate births, deaths,
acquisitions, divestitures, mergers, consolidations, and the like. To redistribute the reporting responsibility
as equitably as possible among the smallest corporations, one-eighth of the noncertainty sample is replaced
each quarter. The QFR estimates may, therefore, differ significantly from estimates based upon reports for
identical groups of corporations.

e The conventional accounting concept of profits is used in the QFR estimates. This differs from the concept
of profits employed in the national income and product accounts. In measuring profits for national income
accounting purposes, capital gains and dividends received by corporations are deducted from profits,
capital losses and depletion charges are added to profits, and adjustments are made for international flows
affecting profits.

e Corporations’ QFR submissions generally embody the accounting conventions adopted for financial
reporting purposes. As such, they may differ from those used by corporations for reporting income to the
Internal Revenue Service (IRS); for example, in the more frequent application of accelerated depreciation
on tax returns. Therefore, annual income and balance sheet information derived from tax returns, which
can be found in the IRS report series Statistics of Income: Corporation Income Tax Returns, may not be
comparable.

e QFR estimates by corporation size are based upon the total assets of consolidated corporate enterprises.
They differ from estimates based upon other criteria such as value of shipments or number of employees.
They differ also from estimates based upon other reporting units such as establishments, nonconsolidated
corporations, or enterprises consolidated differently than in the QFR.

o QFR estimates are based upon a changing sample of audited, unaudited, and estimated reports required to
be submitted within 25 days after the end of each quarterly reporting period by corporations that are not
necessarily identical entities from quarter to quarter. Aggregated for any four consecutive quarters, the
QFR estimates will differ from similar aggregations of finalized and audited annual reports for accounting
years that are not necessarily identical from corporation to corporation.

Time series discontinuities. Because of various changes to the QFR program over the years, discontinuities that
affect its use as a time series for tracking economic change have been introduced. The most significant ones follow:

e Accounting rules changes. When the QFR series began in 1947, corporations were instructed to
consolidate all of their subsidiaries that were taxable under the U.S. Internal Revenue Code and that were
fully consolidated in their latest report to stockholders. All other subsidiaries were to be accounted for as
investments. Closely held corporations that did not prepare stockholder reports were to report on a basis
consistent with their audited or corporation prepared reports.

The income tax liability rule was expected to eliminate most foreign operations. However, as the number
of multinational corporations increased between 1947 and 1973, foreign operations gradually became more
and more significant in the QFR data. To study these issues and develop solutions, an interagency task
force composed of user agency representatives was created. This task force proposed new consolidation
rules to maximize coverage and minimize the impact of foreign operations on QFR statistics. These new
consolidation rules were put into effect in the fourth quarter of 1973 (see Consolidation rules paragraphs
above). As a result of these changes, foreign operations are included on an investment basis. In addition,
the breadth of the new consolidation rules was expanded to include certain domestic subsidiaries previously
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excluded under the old rules. Also, the rules were clarified with respect to the scope of coverage.
Domestic subsidiaries engaged in banking, finance, or insurance are not to be consolidated.

The change in consolidation rules and the creation of a line item to reflect equity in earnings from
nonconsolidated subsidiaries, significantly lessened the comparability of pre- and post-Q4 1973 reports.
QFR internal accounting procedures prior to the rule change required the classification of equity in earnings
(losses) as direct credit or charge to retained earnings. Therefore, when a reporting corporation indicated
by footnote that its equity in nonconsolidated subsidiary earnings (losses) was included in its current
quarter’s income (loss), the QFR accounting staff made the appropriate adjustment. With the addition of
the separate line on equity, this adjustment is not made.

Equity in earnings (losses) is accounted for as an element of the parent corporation’s quarterly income
(loss) after taxes. The treatment of dividend income received from nonconsolidated subsidiaries accounted
for by the cost method has remained consistent under both the new and old format. In these instances,
dividends received are included in net income before taxes (NIBT) through the nonoperating income line.
A comparison of aggregated totals published under both the old and new consolidation rules indicates the
following:

o There was a net decrease in sales, apparently due to the exclusion of foreign activities previously
included.

o There was a net decrease in NIBT apparently due to two major effects: 1) Equity in earnings
(losses) from nonconsolidated subsidiaries is reflected on a designated line below NIBT, whereas
prior reports often included this amount in NIBT. If the reporting company did not footnote this
inclusion, QFR accountants were unable to make the proper adjustment; and 2) If foreign activity
was fully consolidated, foreign earnings were also included in NIBT. The new consolidation rules
minimize this effect as well.

o The net effect of the rule changes on net income after taxes (NIAT) was small. Under both rules,
foreign activity should be included above the NIAT line. The slight degree of difference also
suggests that the QFR footnoted equity in earnings (losses) on nonconsolidated subsidiaries were
not extensive enough to affect comparative published data materially.

o Noncurrent assets include investments in nonconsolidated subsidiaries under either the cost or
equity method. The rule change precluding full consolidation of foreign activity caused a marked
increase in this line item. Corporations that consolidated foreign activity fully up to 1973 were
required to eliminate their investment in accordance with generally accepted accounting
principles. Since foreign activity is not fully consolidated, investments in these subsidiaries are
included in noncurrent assets.

¢ Industry classification system changes. The fourth quarter of 2001 reflects the conversion of the QFR to
the North American Industry Classification System (NAICS) from the Standard Industrial Classification
(SIC) system. With NAICS, there were major changes in how industries are defined requiring the
movement of many corporations to different industry categories. The most notable changes were: moving
publishing activities from manufacturing to the information sector; moving logging to the agriculture,
forestry, fishing, and hunting sector; moving eating and drinking places from retail trade to the
accommodation and food services sector; redistributing instruments and related products to several new or
redefined manufacturing sectors; and creating the NAICS computer and electronic products manufacturing
sector. Data for the fourth quarter of 2000 through the third quarter of 2001 were restated on the new
NAICS basis.

e Sample design changes. The first sample in this survey was drawn from U.S. Corporation Income Tax
Returns (Form1120) filed with IRS for the taxable year 1943 and was used to produce estimates for 1947 to
1951. A second sample was drawn from income tax returns for the taxable year 1949 and was used to
produce data for 1951 to 1956. Since then, samples are drawn annually from income tax returns to produce
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data. Each sample through fourth quarter 1982 was supplemented by quarterly samples of applications for
a Federal Social Security Employer’s Identification Number filed with the Social Security Administration
(SSA). Subsequent to that quarter the QFR lost its authority to obtain the SSA data.

From the third quarter 1977 through the fourth quarter 1986, the strata including very small manufacturing
firms (those with assets less than $250,000) and all newly incorporated manufacturers were estimated using
multivariate techniques. Beginning in the first quarter 1987, the QFR universe of corporations was
redefined to exclude these strata. Beginning in the fourth quarter of 1988, the asset level for inclusion in
published mining, wholesale trade, and retail trade estimates was raised to $50 million at the time of sample
selection. These latter changes to the sample rules were effected to reduce reporting burden on small
companies and to meet changing budget restraints.

Effective with the fourth quarter 2001 report, cooperatives were defined out-of-scope of the QFR program.
These firms, which are primarily in the manufacturing and wholesale trade food sectors, file 990-C
Farmers’ Cooperative Association tax returns with the IRS. Also, even though many are incorporated, they
have tax exempt status with the IRS.

Beginning with the fourth quarter 2009, corporations with $50 million or more in total assets and classified
in Sector 51- Information, and Sector 54- Professional and Technical Services (except Legal Services,
Industry Group 5411), were defined as in-scope of the QFR program. The aggregated data for these sectors
were first released in the fourth quarter 2010 data release, when five quarters of data were available.

e Questionnaire changes. In 1980, Congress mandated a reduction in both QFR form complexity and
sample size. In response, the program adopted an abbreviated form for surveyed corporations with total
assets of less than $50 million. Corporations with higher asset values continued to submit the long form,
which has been in use since 1974. To accomplish the sample size reduction, the threshold for sampling on
less than a 1:1 ratio was raised from $10 million to $25 million in assets. The threshold for sampling was
subsequently raised to $50 million in 1988 and to $250 million in 1995 (see Survey Methodology section
below). The resulting reduced sample size was optimally allocated with further cuts made in asset sizes
below $10 million. The results of these changes were reflected beginning in the fourth quarter of 1981.

Beginning with the first quarter of 1998, the long and short survey forms were updated to conform with
changes in accounting principles and to provide more meaningful data to users. The new format provided
for reporting of interest expense, bonds and debentures, and more detailed information on significant
economic events, such as asset sales and disposal of business segments. NIBT and NIAT were redefined