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Scope and Method of Study: The objective of this study is to develop a
generalized microanalytic simulation model, which is capable of
simulating the aggregate and distributional impact of alterations
to federal tax code or any state tax code. Such simulations re-
quire a microdata base containing information from individual in-
come tax returns and computer programs to simulate alternative tax
structures. The microdata bases used in this study were, the Sta-
tistics of Income file, which is a sample of individual tax re-
turns filed with the Internal Revenue Service, for the tax year
1975, giving Oklahoma as the place of residence, and the Survey
of Income and Education database, which is a household file com-
plete with records for the household, each family in the house-
hold, and person records for each person in the household selec-
ted in the sample. The aggregate and distributional impact, of
changes in the dividend and interest exclusion 1imit at the
federal level, and a change in the federal tax deduction limit
at the state level were simulated for the State of Oklahoma. The
same database was used to compute the state tax liability using
Kansas, New Mexico and Oklahoma state tax codes. The average
state tax liability, aggregate and by income class were examined.

Findings and Conclusions: The increase in the federal interest and
dividend exclusion limit reduces the state tax liability of tax-
payers in the lower income classes, marginally. The change in
the federal tax deduction limit at the state level reduced the
aggregate state tax revenue substantially. The average tax
1iability of people earning more than $5000 reduced substantially.
The comparison of the state tax codes of Kansas, New Mexico and
Oklahoma, showed that the average state tax liability under the
Oklahoma state tax code was the lowest for most of the classes.
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INTRODUCTION

In recent years state individual income taxes have been the
nation's fastest growing major source of income taxation (5). Such
income depends to a great extent, on the state of the economy. It has
been established that a change in income will be accompanied by a
change in tax yield which is more than proportionate to the income
change. One of the fiscal concerns of the state governments has been
to determine the responsiveness of revenues to statutory tax rate
changes and certain other factors.

In the past considerable attention has been given to the charac-
teristics of the federal individual income tax, including many esti-
mates of yield to income change. Comparable interest has not been
shown in the individual income taxes levied by the states. But, ever
since the state individual income tax became an impressive revenue
producer it has stimulated interest in such studies.

In the earlier studies most of the analyses of state income taxes
had laid emphasis on measuring growth of tax collections using regres-
sion techniques. They involved mathematical models which were used to
measure the rate revenue elasticity coefficients. Several assumptions
were made in these studies which limited their flexibility. These
models were restricted in their forecasting, to a few variables and

also they could not forecast impact by income class (distributional).



Simulation techniques using the computer could forecast both
aggregate and distributional impact of proposed modifications to the
state tax codes. Such computer tax modeling requires observations on
a large number of tax-payers and computer programs which would be
capable of simulating current and proposed changes in the tax law.
This technique has been used since the 1960's for such purposes at the
federal level, but few states have utilized such models for performing
policy analysis.

Objectives

The objective of this study is to develop a micro-simuiation
model that would provide aggregate and distributional analyses of pro-
posed changes in the income tax code. These changes include both the
federal tax code and state tax code.

The specific enhancement of this model over models developed ear-
lier, is that, it is flexible enough to be used with any state tax
code with minimal program modification, Also, it is not restricted
to a few variables. All variables in the state tax code could be
taken into consideration. The other advantage is that, it could pro-
vide the impact on state tax revenue with a change in federal tax
code, since most of the state tax codes are based on the federal
adjusted gross income. The microdata bases which are the input to the
simulator need not be restricted to one, in this model. Any microdata
base could be used as input with minor program modifications.

This model would be a versatile tool for a state's elected

representatives for tax and policy analysis. It could be used to



project the state tax revenue, whenever changes are proposed in the
state income tax code. The impact of a particular change in the tax

code on taxpayers in different income classes could also be estimated.



LITERATURE REVIEW

The earlier models used in economic analyses of state income
taxes involved attempts to measure growth of collections and had
relied on regression analyses. The present study invoives an
entirely different model based on microsimulation. A brief review of
the literature on the earlier regres-sion studies is necessary to
appreciate the advantages of microsimulation.

The pioneering study in this area was done by Groves and Kahn
(4). This study involved the responsiveness of state tax revenue
sources to changes in personal income. These authors limited their
analyses to states in which no rate changes had occurred.

Wilford (25) criticized Groves and Kahn for not incluaing the
estimates of rate-revenue elasticity when appropriate. It is diffi-
cult to estimate the rate revenue elasticity for individual income tax
in most states due to the dearth of data on distribution of tax pay-
ments by income level. Even when the data are available for an
extended time period, they may not be consistent with the current tax
Taw.,

To deal with such statutory changes on prior years' collection,
Singer (22) introduced the use of dummy variables. This method may be
satisfactory in dealing with a few statutory changes but problems

develop when there are numerous changes in the tax code.



Harris (5) was one of the first to establish a synthetic tax
series. For the database, Harris used the federal statistics on
income. The tax for the mean income in each class for single and
joint returns was computed for ten years in this study. The computa-
tion was based on statutory rates, exemption levels and standard
deductions as of January 1, 1965.

Harris calculated the synthetic series by applying the computed
effective rates to the reported distribution of federal adjusted gross
income. The synthetic series was then used to estimate a consistent
tax law elasticity coefficient which was used to estimate collections.
One of the shortcomings of this study was the assumption that all tax-
payers claimed standard deductions. This was because of the absence
of state specific data.

Norman and Russell (10) noted that since the legal rates were not
included as variables in the models, they could not be used to fore-
cast state income tax revenue when legal rates are to be altered.

They then developed a model capable of simulating aggregate individual
income tax revenues under alternative tax structures. They estimated
the total taxable income. These estimates were used to compute an
average effective tax rate which when multiplied by new forecast tax-
able income, gave an aggregate collections estimate. There were two
shortcomings in this study. They assumed that taxable income was the
same for all returns within each AGI bracket. This shortcoming

limits the capability of the model to capture the impact of rate
changes. The second shortcoming was, their approach was limited to

alterations in the rate structures,.



McLaren modified the model developed by Norman and Russell to
include some more variables in the model. But, as in the previous
model only an aggregate forecast was made. The techniques employed
in all these models to forecast revenues and study the impact of
variation in state tax codes were limited to regression analysis.
These techniques could not forecast the impact by income class. Also,
the analyses involved a limited number of policy variables.

The advent of the high speed computer has brought about dramatic
changes in the tax analysis. The techniques using the computer are
called microsimulation techniques. They are capable of forecasting
the impacts on income tax both in aggregate and also by income class.
The number of variables that could be included in such techniques is
unlimited. This technique has been used at the federal level exten-
sively since the early 1960's, but at the state level its use has been
rather limited. In recent times there have been several models devel-
oped at the subnational level.

In the next part of this chapter the computer models at the
federal level will be reviewed. In the following section, the devel-

opment of state models will be reviewed.

Simulation Models at the National Level

Pechman (17) developed the first tax model for personal income
tax simulations. As a data source, he used 100,000 individual income
tax returns filed with the Internal Revenue Service for 1960. Such a
database is called a microdata base. Given a particular estimate of
the rate of change of income, the tax model could provide reliable

estimates of individual income tax collections. Pechman assumed that



the rate of change of income was the same at all income levels. But,
he explained that using differential changes in income using income
classes or other variables would not be much more difficult. Pechman
emphasized that the greatest advantage of the model was the capability
of allowing for several changes in the tax code at the same time with
considerable speed. This aspect of the model would be particularly
advantageous during the legislative process.

In subsequent work (18,19,20), Pechman demonstrated the flexibil-
ity of the microdata base. Further tax analysis of the income tax
file was done in these studies. Also, data from different sources was
merged to form a common microdata base. This provided information
collected by separate agencies.

Pechman and Okner (19) used the MERGE database to study the
impact of tax preferences on individual income tax. The usage of a
microdata base enabled the consideration of the possibility of an
individual or a family receiving tax benefits from several of the tax
preferences. Also, an analysis by income class could be carried out.

Pechman (18) estimated the responsiveness of individual income
tax to changes in income and compared the tax file methodology to the
regression analysis of earlier studies. He concluded that the tax
file provided better estimates.

Pechman and Okner (19) studied the incidence of taxation using
the MERGE data files. They prepared estimates of taxes as the basis
for eight sets of incidence assumptions, This illustrated the flexi-
bility of the simulation model.

Wyscarver (26,27) has described the tax models used in simulating

the federal personal income tax. He stated that the two essential



components of a simulation model are the income tax return sample and
the tax model program. The 1975 data base was extrapolated to reflect
1978 tax law and income levels. The algorithm for extrapolating the
sample consisted of three stages:

(a) defining and developing a set of targets.

(b) generating a pre-sample.

(c) generating the extrapolated sample.
In the extrapolation time series techniques were used. The variables
that were extrapolated were number of returns, number and types of
exemptions, adjusted gross income, pension payments, net capital
gains, investment credit and earned income credit.

Simulation models developed, based on microdata files are much
more advanced at the natijonal level than at the subnational Tevel.
One of the reasons is that the cost of enlarging or merging data bases
mounts rapidly once one goes beyond the documents available within a

given agency.

Simutation Models at the State Level

The pioneering work in state tax simulation models was done by
Perry (21) in 1973. He described the development of an income tax
simulation model for Iowa. He also gave a survey of states using
simulation models. He indicated that with the exception of New York
state, all the states used models to determine the impact of changes
only in the sample year. Most of the simulators employed databases
comprised of hundreds of thousands of returns, which was very expen-

sive in terms of computer time.



Several others used the databases prepared by Internal Revenue
Service. These federal magnetic tapes are very useful for audit pro-
cedures but they contain very little state specific data.

Perry (21) attempted to design a simulation model which would be
useful for both policy and audit purposes. This model was expected to
be flexible enough to be used by other states.

The Iowa sample that Perry used contained information from 10,776
returns which had been stratified into 23 adjusted gross income
classes. The sampling proportion for each class was 1 percent plus 25
returns. The accuracy of the estimate of the population by the sam-
ple was not mentioned.

Olson (16) pointed out that Perry had erred in his sample design.
He pointed out that the sampling fraction may range from less than 1
percent in the middle income brackets to 75 percent or more at the
top, open ended bracket.

One of the basic purposes of a tax simulator is to forecast
future revenues. Perry's simulator was unable to project revenue for
future years. According to Wasson (24) this was because he based
future projections on number of returns in each stratum rather than
incrementing income and moving the individual returns through the mar-
ginal tax brackets.

Perry (21) noted that his approach was unable to handle any
changes in the federal tax code. This was a major drawback since most
states allow for federal tax deduction and this model failed to show
the impact of a change in the federal tax code, on the state tax reve-
nues. Perry failed to collect sufficient data to forecast federal

liability. Wasson suggested that Perry should have forecast liability



for each return in his sample by incrementing income and recalculating
liability.

In spite of all the weaknesses, Perry's study had resulted in the
development of samples for prior years, which was crucial. The model
was also capable of making prior years collections consistent with
current law.

Fromm (3) developed a computer tax model for the state of Ohio to
estimate income tax revenues, in 1974. This model improvized over
previous models in several respects. But, it was not capable of com-
puting revenue impacts by income class. The sample used for this
model consisted of all returns with adjusted gross income of $40,000
or more and 1 percent of all other returns. The accuracy of the sam-
ple year collections by the sample was not mentioned.

The model estimated total fiscal year collections, estimates of
total tax liability, total taxes withheld and total estimated tax pay-
ments. This simulator was capable of estimating the rate of growth of
federal adjusted gross income. The assumption that, the federal
adjusted gross income grew at the same rate as aggregate state per-
sonal income, was made. The state personal income was estimated with
an equation regressing state personal income on a forecasted national
personal income.

Fromm also estimated the responsiveness of Ohio's income tax col-
lTection to growth in income and returns. The model was used to fore-
cast only for one year and the model was used to estimate the revenues
one year backwards. The projections were within 1 percent of the

actual values.

10
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In recent years considerable attention has been given to the
impact of indexing the individual income tax structures both at the
federal and state levels. The aggregate and distributional impacts of
indexation of Colorado and Virginia personal income tax structures
have been simulated. The Virginia study (1) defined partial indexa-
tion to include tying only the exemption value and the standard deduc-
deduction to the price index while full indexation, also indexed mar-
ginal tax brackets. The Virginia study estimated the impacts of both
partial and full indexation while the Colorado study (2) estimated the
impact of full indexation only.

The impact of partial vs. full indexation was studied on a stra-
tified sample of Virginia taxpayers. The analysis also included the
impact of allowing for a lag in the indexation factor.

Several conclusions were drawn with respect to the alternative
simulation schemes. In the aggregate analysis, it was found that the
second year revenue loss was much larger than the loss during the
first year. This was because indexation during the second year was
based on a compound rate of growth of the CPI. The rate of increase
of the CPI in 1974 was much more than in 1973, The second aggregate
result was that partial indexation accounted for less than half of the
revenue loss resulting from full indexation.

The final result compared the lagged simulation to the no lag
simulations. It was found that when inflation was rising a lagged
indexing mechanism provided smaller tax reduction than a mechanism
with no lag. When the inflation rate was declining, the lagged mech-

anism provided larger tax reductions than a current year index.
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Analysis of the distributional impacts showed that the tax structure
would become slightly more progressive with indexation.

In Dale Wasson's study (24) he summarized information from indi-
vidual income tax returns for Oklahoma for two consecutive years. He
developed a computer tax model which provided aggregate and distribu-
tional analyses of proposed changes in the Oklahoma individual income
tax code. He used the state specific database as the input to the
model. He also used the model to evaluate proposed changes in the
Oklahoma individual income tax code.

The database developed by him was found to be within 5 percent
margin of error. Impact analyses were performed for variations in the
value of exemptions and the standard deductions. The revenue loss, of
increasing the exemption value from $750 to $1000 was estimated. The
reduction in overall effective tax rate was computed to be from 1.68
percent to 1.5 percent. The impact by income classes was also compu-
ted. The model was used to predict fiscal 1979 collections. The sim-
ulated forecast exceeded reported collections by 4.3 percent.

Wasson mentioned some improvements that could be made on his
model. He suggested the incorporation of a federal database with the
state specific data used by him. He also suggested that equations
similar to those used by the U.S. Treasury could be developed for
Oklahoma to age the state files {databases) which would facilitate

forecasting.

Summary

The literature reveals that the computer simulation models are

peing used extensively at the federal level. The development of such



models at the state level is still in the initial stages. The key‘
factors in their growth at the state level are analyst time and compu-
ter usage. The models developed for state should involve minimal

costs and substantial relevant output.
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MICRODATA BASE

In a microsimulation study, in order to simulate alternative tax
structures, data on a large number of microunits (taxpayers) are
required. The data used in this study allowed for changes in standard
and itemized deduction values, exemption values and rate structures
both at federal and state level.

The data used in this study came from the Internal Revenue Ser-
vice, Statistics of Income File of 1975. The Statistics of Income
File (SOI) is a sample of individual tax returns filed for the tax
year 1975 giving Oklahoma as the place of residence. This is a part
of a database comprising income tax returns filed by U.S. citizens and
residents during 1975 from all over the U.S. A separate set of rates
for each of five groups of states was prescribed for selection of the
basic sample. It consists of 2,087 records with 193 variables in each
record. Sampling weights were obtained by dividing the number of
returns filed per sample stratum by the number of sample returns actu-
ally received for the stratum. These 2,087 records represent a total
of 1,011,211 returns.

The other database used in this model is the Survey of Income and
Education database. It is a household file complete with records for
the household, each family in the household, and person records for
each person in the household selected in the sample. This data had

been converted to relevant tax variables in an earlier study (9).

14



15

This file consists of 2,702 records which represent a total of
1,390,000 returns.

These files had been spot checked for internal consistence and
for consistency with each other., The results of the tests applied
indicated that the files are valid for Oklahoma (23). However, many
of the data items were found to have too small a sample population to
be representative of the full population.

A statistical analysis of the two microdata files showed that the
difference between the Statistics of Income file and the Survey of
Income and Education file was not statistically significant (7).
Hence data from one of the files could be used in conjunction with
the other to make inferences on the effects of tax policies.

The microdata bases explained in this chapter were used in simu-
lating the impact of certain changes in Oklahoma state tax code, made

in the Tast few years, which are explained in the next chapter.



OKLAHOMA INDIVIDUAL INCOME TAX LAW AND COLLECTIONS

The major provisions of the current individual income tax law
were enacted in 1971 (11). The 1971 law and the changes since then
are mentioned below. The starting point in arriving at Oklahoma tax-
able income ijs federal adjusted gross income. The federal AGI is the
gross income reduced by ordinary and necessary business and trade
expenses incurred by professional individuals and unincorporated busi-
nesses.

Oklahoma adjusted gross income is based on federal AGI and is
used in calculating the Oklahoma standard deduction. The major

adjustments to federal AGI are shown in Table I.

TABLE I

ADJUSTMENTS TO FEDERAL ADJUSTED GROSS INCOME IN
ARRIVING AT OKLAHOMA ADJUSTED GROSS INCOME

Federal AGI

Plus 1. State and local interest.
2. Qut-of-state losses.
3. Employee business expenses deducted
100 percent on the federal form but
not totally applicable to Oklahoma.
Minus 1. Exempt interest income.
2. Qut-of-state income from real or
tangible property.
3. Non-taxable income.
4. Qi1 and gas depletion allowance.
Equals

Oklahoma AGI
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The items subtracted from Okahoma AGI in calculating Oklahoma
taxable income are shown in Table II. In calculating the exemptions,
the taxpayer is allowed a 3750 personal exemption. Additional exemp-

tions of $750 each are allowed.

TABLE 11

SUMMARY OF DEVIATION OF OKLAHOMA TAXABLE INCUME
FROM OKLAHOMA ADJUSTED GROSS INCOME

Oklahoma AGI

Minus exclusion
of a portion of: Interest income.
Military pay.

Political contributions.

LW N =
L] . L]

Equals

Oklahoma Income after
adjustments

Minus prorated
value of: 1. Exemptions.
2. Deductions,
A. Standard or
B. Itemized.
3. Federal tax deduction.

Equals

Oklahoma Taxable Income

The Oklahoma taxpayer has the option of itemizing his deductions
or claiming a standard deduction. If standard deduction was claimed

in the federal return the same should be used in Oklahoma return too.



TABLE III
TAX SCHEDULES UNDER METHOD ONE

Joint and surviving
spouse returns

Single and married
separate returns

Taxable Marginal Taxable Marginal
Income Rate Income Rate
$ 0 - 1,000 1/2% $ 0 - 2,000 1/2%
1,000 - 2,500 1 2,000 - 5,000 1
2,500 - 3,750 2 5,000 - 7,500 2
3,750 - 5,000 3 7,500 - 10,000 3
5,000 - 6,250 4 10,000 - 12,500 4
6,250 - 7,500 5 12,500 - 15,000 5
7,500 and above 6 15,000 and above 6

Source: 68 0.S. Supp. 1979, Sec. 2355.

TABLE IV
TAX SCHEDULES UNDER METHOD TWO

Joint, head-of-household and
surviving spouse returns

Single and married
separate returns

Taxabtle Marginal Taxable Marginal
Income Rate Income Rate
$ 0 - 1,000 1/2% $ 0 - 2,000 1/2%
1,000 - 2,500 1 2,000 - 5,000 1
2,500 - 3,750 2 5,000 - 7,500 2
3,750 - 5,000 3 7,500 - 9,000 3
5,000 - 6,250 4 9,000 - 10,500 4
6,250 - 7,500 5 10,500 - 12,000 5
7,500 - 9,250 6 12,000 - 13,500 6
9,250 - 11,250 7 13,500 - 15,000 7
11,250 - 13,250 8 15,000 - 17,000 8
13,250 - 15,250 9 17,000 - 23,000 9
15,250 - 17,500 10 23,000 - 29,000 10
17,500 - 21,000 11 29,000 - 38,000 11
21,000 - 27,000 12 38,000 - 48,000 12
27,000 - 33,000 13 48,000 - 58,000 13
33,000 - 39,000 14 58,000 - 69,000 14
39,000 - 43,000 15 69,000 - 81,000 15
43,000 - 49,000 16 81,000 - 94,000 16
49,000 and above 17 94,000 and above 17
Source: 68 U.S. Supp. 1979, Sec. 2355,



Prior to 1971, Oklahoma law allowed for full deductibpility of
federal tax. During the period 1971 to 1975 no portion of federal
1iability was deductible. From 1975 through 1978, the federal tax
deduction was the first $500 plus 5 percent of the excess of this
amount with a maximum of $1700 (14). The 1979 law provided taxpayers
with the option of full deductibility and one set of tax tables or
zero deductibility and the pre 1979 tables (12). The two tables are
shown in Tables III and IV.

The sum of the exemptions and deductions plus the federal tax
deduction is subtracted from Oklahoma income after adjustments to
yield Oklahoma taxable income. This taxable income amount is used to
determine Oklahoma tax liability from the tax tables.

On the 1979 income tax form there were a total of eight tax cre-
dits. Of these credits only two are refundable when the credit
exceeds the amount of liability. The property tax credit (January 1,
1975) was refundable regardless of liability (13). The other refund-

Y

able credit was the conservation excise tax credit (15).

Oklahoma Individual Income Tax Collections

The steady increase in individual income tax collections as a
percentage of total state tax collections is shown in Table V. It
had increased from 5.9 percent in 1950 to 21.9 percent in 1978,

This increase has been attributed to the fact that individual
income tax is a progressive tax and hence they are more responsive to
income growth. Also, the total revision of the income tax code for

the tax years ending December 31, 1970 is another reason.

19



TABLE V

THE CHANGING ROLE OF INDIVIDUAL INCOME TAX COLLECTIONS
SELECTED YEARS (DOLLARS IN MILLIONS)

Collections Individual Individual
Fiscal From All Income Tax As % of
Year Taxes Collections A1l Taxes
1978 $1,167.4 $225.3 21.9%
1975 779.3 151.7 19.5
1970 427.7 50.6 11.8
1965 301.5 26.7 8.9
1960 230.6 16.4 7.1
1955 178.2 10.6 5.9
1950 135.3 7.7 5.7

Source: Robert L. Sandmeyer, Dale Wasson, and Rudy I. Greer, Report:
A Study of Oklahoma State Taxes, Oklahoma State University
(February 1979), Table II-2, p. 26.




MICROSIMULATION MODEL

The basic purpose of the computer simulation model is to estimate
the aggregate and distributional impacts of modifications to a state's
individual income tax code on the state tax revenues. In development
of such a model flexibility, economy, and adaptability of the differ-
ent sources of input are essential.

The model has been developed to minimize additional programming
for alternative simulations. It is designed to minimize computation
time. The model could be used with alternative input sources {(micro-
data bases). It is generalized to enable usage with any state tax
code with minimal program modifications. The tax model is explained

in detail in the following section.
Tax Model

To enable simulation involving all federal and state tax vari-
ables, each Tine in the state tax code has been included in the pro-
gram in the form of equations. This will simplify generation of
alternative scenarios with minimal analyst intervention.

The basic equations of the simulation model are:

STVAR(11) = VAR(49) + STVAR(2) + STVAR(3) + STVAR(4)

- STVAR(7) - STVAR(8) - STVAR(9)
STVAR(35) = VAR(49) - STVAR(31) - STVAR(32) - STVAR(33)
STVAR(39) = STVAR(35) - STVAR(37) - STVAR(16)

VAR(49): Federal adjusted gross income

21



STVAR(2):
STVAR(3):
STVAR(4):

STVAR(8):

STVAR(9):
STVAR(11):
STVAR(16):
STVAR(31):
STVAR(32):
STVAR(33):
STVAR(35):
STVAR(37):

STVAR(39):

(
(3)
(4)

STVAR(7):
(8)
(

State and Municipal Bond Interest

OQut of state losses

Other additions

Interest on U.S. Government obligations
Qut of state income

Non-taxable income

OkTahoma adjusted gross income
Prorating factor

Partial military pay exclusion

Interest qualifying for Dividend exclusion
Political contributions

Oklahoma income after adjustments
Federal Income tax deduction

OkTahoma taxable income

Due to data limitations several state tax variables have been

assumed to be zero. This is because state specific data was not

available. But, there is a provision in the model to input state spe-

cific data into the model. The following state tax variables included

in the above mentioned equations were taken to be zero.

State and municipal bond interest

Out of state losses

Other additions

Interest on U.S. Government obligations

Qut of state income

Non-taxable income

Partial military pay exclusion

Interest qualifying for dividend exclusion

Political contributions
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Simulator Input

Inclusion of all the components of the tax code in the program as
variable names makes the program more generalized. Thus, simulations
can be done by reading in the values for these components. In this
program, for every record any of the 193 variables which are necessary
for the simulation could be read in. These 193 variables are
explained in detail in the documentation of the microdata files in the
article by Turner et.al. (23).

Some of the components of the federal and state tax codes which
are treated as input parameters in the model are listed in Table VI,
The names of the different variables as used in the model are listed.
In addition to the input parameters mentioned above, the following
values are provided in the program:

1. The number of records read.

2. Minimum and maximum federal tax deduction.

3. The number of tables to be printed.

4. Minimum and maximum deductions.

5. Minimum and maximum exemptions.

In 1isting the programs initially, only 20 records were read.
This was controlled by the parameter value controlling the number of
records read. Thus, a section of the microdata base could be accessed
without having to read all the records.

The program is divided into several subroutines. The first sub-
routine is to read the data from a microdata file. By separating this
into a subroutine, alternative data sources could be used for the
simulations. The second subroutine converts the federal tax variables

to state tax variables according to the state tax code. This is the
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subroutine that would have to be modified to use the model with dif-
ferent state tax codes. The third subroutine determines the state
adjusted gross income bracket for a particular record. The limits on
the different brackets could be easily changed if necessary. The
fourth subroutine is to compute the tax for a particular taxable
income. This subroutine would have to be changed when the model is to
be used with different state tax codes. The fifth subroutine is the
one which computes the totals for each variable across each variable
that would be printed out in the final output. If additional vari-
ables are required on the output, minor changes in this subroutine
would suffice. The division of the program into several subroutines

enhances the flexibility of the program.

TABLE VI
Federal adjusted gross income VAR(49)
Type of deduction VAR(17)
Amount of deduction VAR(76)
Number of exemptions VAR(44)
Weight factor VAR(193)
Marital status VAR(22)

Federal tax deductions VAR(52)
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Simulator Output

The output consists of eight different tables. The tables are
classified by marital status and the taxable nature of the records.
For each table the chosen number of variables are printed for each
adjusted gross income class and the totals are printed at the bottom
of each column.

Table VII contains a listing, by type of return, of the eight
summary tables which the simulator is capable of producing for any

forecast. For each return classification a table of totals is

printed.
TABLE VII
Table Number Type of Return Included
1 A1l returns
2 A1l taxable returns
3 A1l joint returns
4 A1l single taxable returns
5 All joint returns
6 A1l taxable joint returns
7 A1l head of household returns
8 A11 taxable head of household

returns




Summary

Several simulation models developed earlier were very flexible
and could be used for only a few predetermined variables. They were
limited in their capability to estimate the aggregate and distribu-
tional impacts of alternative tax laws.

This model could estimate the impacts with a minimal program mod-
ification whenever necessary. It could be run with different input
sources. It could estimate the impact of changes in the federal tax
code on state tax revenues. It could be used with any state tax code
by changing one subroutine in the program.

The flexibility is built into the simulator by using variable
names throughout and specifying parameter values on the data cards.
This model could be used to study the impact of any modifications to
OkTahoma's individual income tax code. The listing of the computer

program is shown in Appendix 7.
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RESULTS

In the previous chapters, some important features of the Oklahoma
individual income tax code were discussed and the microsimulation
model was explained in detail. The purpose of this chapter is the
discussion of the simulation results under alternative tax structures
using the microsimulation model and the data bases mentioned earlier.

In the first section, the aggregate and distributional impact on
state tax revenues, by an increase in the dividend and interest ex-
clusion limit at the federal 1evé1 is discussed. In the second sec-
tion the impact of the changes in the Oklahoma state tax code in 1979
are discussed. In the final section the simulation using the state

tax code of New Mexico, Kansas and Oklahoma with the same database is

discussed.

Impact of Change in Federal Tax Code

on State Tax Revenue

The amount of dividends and interest allowed for exclusion from
federal adjusted gross income is expected to be increased to $400., A
simulation was carried out to determine the impact of such a change on
the state tax revenue. The summary table of this simulation is shown
in Appendix 2.

The total federal tax deduction dropped to $324,783,000 from the

previous level of $326,301,000. This reduction in the federal tax was
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due to the significantly higher dividend and interest exclusion.

This change in the federal tax code decreased the state tax revenue

by nearly 1.4 percent.

$144,778,000 to $142,750,000.

The total state tax revenue dropped from

This reduction in the total state tax

was due to the Tower federal adjusted gross income.

TABLE VIII

IMPACT OF CHANGE IN FEDERAL INTEREST AND
DIVIDEND EXCLUSION LIMIT ON STATE

TAX REVENUE

Income Class Average Tax Liability Percent Change
1 2
$ 0K 1 0 0 -
1< 2 .13 .12 -7.6
2 < 3 1.72 1.67 -2.9
3 < 4 5.31 6.04 -13.75
4 < 5 10.83 10.48 -3.2
5< 10 39.68 39.21 -1.2
10 < 15 106.39 106.01 -0.36
15 < 20 223.41 223 -0.18
20 ¢ 25 420,36 414 -1.5
25 < 30 684 682 - .3
30 < 50 1181 1179 - .2
50 < 100 2546 2550 + .1
100 < 200 5719 5719 -
200 < 500 16696 16679 -
500 < 1000 35300 35300 -
over 1000 217750 217750 -

The distributional impact of the change in federal tax code on

tax liability is brought out in Table VIII.

The average state

Tiability in each income class under the old and new codes had

state

tax

been
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computed. The most significant reductions in state tax liability
under the new federal tax code was for the income classes from $1000

to $5000,

Impact of Change in State Tax Code on

State Tax Revenue

In 1979 there was a major change in the amount of federal tax
deduction allowed in computing the Oklahoma state tax liability. From
1975 to 1978, the amount of federal tax deduction allowed was the
first $500 plus 5 percent of the excess of this amount. The maximum
1imit was $1700. The 1979 tax law provided the option of full federal
tax deductibility and one set of tax tables or zero tax deductibility
and the pre 1979 tables. The federal tax deduction is prorated by the
ratio of Oklahoma adjusted gross income to federal adjusted gross
income.

Using the 1975 database and the state tax codes of 1978 and 1979,
two separate simulations were carried out. The summary tables of the
simulations are shown in Appendix 3 and 4. The total state income
tax dropped from $161,666,000 (1978) to $121,980,000 (1979). This was
mainly due to the increased federal tax deductions which rose from
$340,639,000 (1978) to $1,232,110,000 (1979).

The distributional impact of this change in the state tax code is
shown in Table IX. There was no significant change in the average tax
1iability of taxpayers falling in the less than $5000 adjusted gross
income brackets. But, for the taxpayers in the higher income brac-

kets, there were large reductions in their state tax liability. For
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taxpayers falling in the $5000 - $10,000 range the state tax liability
was reduced by nearly 42 percent. There was no difference for tax-
payers with an income greater than $200,000, which may have been due

to the higher marginal tax rates in those income brackets.

TABLE IX

IMPACT OF CHANGE IN FEDERAL TAX DEDUCTIONS
ON OKLAHOMA STATE TAX REVENUE

Income Class Average Tax Liability Percent Change
(000) 1978C 1979C
§ 0¢< 1 0 0
1< 2 .124 .124 0
2 < 3 2.12 2.12 0
3 < 4 5.5 5.5 0
4 < 5 12.89 12.86 0.23
5< 10 37.32 33.46 10.34
10 < 15 106.81 83.03 22,26
15 < 20 226,88 177.22 21.88
20 < 25 435,26 340.5 21.77
25 < 30 663.28 508.66 23.3
30 < 50 1161.15 856,65 26,2
50 < 100 2654.0 1773.61 33.17
100 < 200 5839 3378.0 42,15
200 < 500 16551 16551 0
500 < 1000 35624 35625 0
Over 1000 232666 232666 0

In another simulation, using the same database state tax revenue
was computed using the tax codes of Kansas, New Mexico and Oklahoma.
There are several major differences between the tax codes. The re-

sults of the simulations are shown in Appendices 3, 5 and 6.



Under the New Mexico tax code, no federal tax deduction is
allowed. Whereas in Kansas a complete deduction of the total federal
tax paid is allowed, and in Oklahoma the first $500 plus 5% of the
excess of this amount with a maximum of $1700 is allowed as a federal
tax deduction.

The other deductions allowed in New Mexico are high. But,
itemization of deductions is not allowed according to the New Mexico
tax code. In Kansas, the deduction Timits are lower than those for
New Mexico, but tax payers could itemize their deductions. In Ckla-
homa the deduction limits are the least of the three states and itemi-
zation is allowed. The marginal tax rates are high in Kansas in
comparison with those in Oklahma and New Mexico.

The aggregate taxable income, in Oklahoma, was the highest and
in Kansas, the least. But, the total tax revenue in Kansas was about
170 percent of the total tax revenue in Oklahoma. This reflects the
very high marginal tax rates of Kansas. The total state tax revenue
of New Mexico was about 84 percent of the revenue in Oklahoma.

The ratio of the number of taxable returns to the number of total
returns was much higher in Oklahoma compared to those in Kansas and
New Mexico. The results reflect the broader tax base and lower
marginal tax rates of Oklahoma compared to those of New Mexico and
Kansas.

The average state tax liability, under the three state tax codes
is shown, by income class, in Table X. In the Tower income classes,
up to $5000, the tax 1iability under New Mexico tax code was much

higher than under Oklahoma or Kansas tax codes. In the income classes
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TABLE X
Income Oklahoma Kansas N. Mexico
Class State Tax State Tax Percent State Tax Percent
(000)$ Liability Liability Change Liability Change
0 < 1 0 0 - 3.699 -
1< 2 .124 0 - 11.95 -
2 < 3 2.12 .23 -89.0 21.00 +890
3 < 4 5.50 4,54 -17.5 31.09 +465
4 < 5 12.89 16.11 +25 42.85 +232
5<¢< 10 37.36 56.15 +50.3 88.88 +138
10 < 15 106.81 222.49  +108 209.57 + 96
15 < 20 226.88 452.95 +99.6 380.28 + 68
20 < 25 435.26 794.09 +82.4 600.33 + 38
25 ¢ 30 663.30 1206.57 +82.0 843,50 + 27
30 < 50 1161.15 1905.24 +64,1 1487.00 + 28
50 < 100 2654 3618.00 +36.3 3626,00 + 37
100 ¢ 200 5839 5123.4 +12.3 8950.02 + 53
200 < 500 16551 24265 +46.6 23634 + 43
500 < 1000 35625 53000 +48.8 51250 + 44
1000 or more 232666 348500 +49.8 346333 + 49
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ranging from $5000 to $100,000 the tax liability was highest under the
Kansas tax code, marginally lower under New Mexico tax code and much
lower under Oklahoma tax code. In the over $100,000 range the tax
1iability under New Mexico and Kansas tax codes were almost equal.
But, they were nearly 45 percent higher than the state tax liability
under Oklahoma tax code.

In this section the capability of the microsimulation model was
illustrated by carrying out simulations under alternative tax struc-
tures. The kind of analysis that could be done with the summary
tables was also illustrated. The results have not heen rigorously
verified with available, actual data. But, preliminary verification
showed the results to be within 5 percent of actual data.

The first simulation in this chapter was carried out with a
change in the federal tax code. It showed that the taxpayers in the
lower income brackets gained from this change. The aggregate state
tax revenue dropped marginally. The second simulation was done
incorporating the changes in the Oklahoma state tax code of 1979.
There was a substantial reduction in the aggregate state tax revenue.
The major gains under this change were for taxpayers in the higher
income brackets. In the third simulation, a comparison of Kansas,

New Mexico and Oklahoma state tax codes brought out the differences in
the tax codes. The average tax liability under the Oklahoma state tax
code was generally lesser than the tax liability under the tax codes

of the other two states. In all the simulations, the 1975, Statistics

of Income database was used.



SUMMARY AND EVALUATION

The specific objectives of this study are reviewed and the extent
to which the model has achieved these objectives are discussed in this
chapter. The Timitations of the model are mentioned in conclusion.

The objective of this study was to develop a microsimulation
model that would provide aggregate and distributional analyses of pro-
.posed changes in the federal and state income tax code, that would be
flexible enough to be used with any tax code, to include all state tax
variables, to input different data bases with minor program modifica-
tions.,

At this stage the model is capable of providing aggregate and
distributional analyses of proposed changes in the federal and state
tax codes. It has been simulated with different data bases with minor
program modifications, effectively. The program has been simulated
with tax codes of different states with minor changes. But, no con-
clusive verification has been carried out to determine whether the
estimates were accurate. Preliminary verification shows results of
estimates to be within 5 percent of actual data.

The Timitations of the model at this stage are discussed below.
The state specific data have not been used in the simulations, which
reduces the accuracy of the estimates. The aging factors for the dif-

ferent variables have not been determined which 1imits the simulations
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to the sample year. If these factors are included, forecasts of tax
liability could be obtained for the state.
If all these changes are incorporated into the model, it would

improve the accuracy of the forecasts made, using this model.
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APPENDIX 1

SUMMARY TABLE OF SIMULATION USING
FEDERAL TAX CODE BEFORE CHANGE

ALL RETURNS: ADJUSTED GROSS INCUME, TOTAL DEDUCTIONS , EXEMPTIONS , TAXABLE
INCIME,INCOME TAX AFTFR CREDITS, AND ADDITIONAL TAX FOR TAX PREFEREHCES,
8Y SI2E OF ADJUSTED GROSS INCOME AKD BY MARITAL STATUS OF TAXPAYEP.

OXKLAHOMA FULL YEAR ALL RETURNS
SIZE OF ADJUSTED GSROSS INCONME

KU¥BER OF ADJUSTED TOTAL EXEMPTIONS FED TAX TAXARLE

RETURNS GROSS I NCOKE DEDUCTICNS DEDUCT IONS INCQME
NO ADJUSTED GROSS INCCME 1024S. 2303. 10245. 9023. [ 0.
s 1 UNDER § 10¢0.. 41519. 34583, 40741. 48270. 0. 0.
$ 1000 UNDER § 20C0.. 39979. 72202, 39979. 38369. 0. 1076.
$ 2000 UNDER § 30C0.. 49544. 13494S. 49544. 150 24. 823. 16504,
$ 3000 UNDER § 4000.. 41024. 152532, 43418, 62782, 3174, 35244,
$ 4000 UNDER $ 50C0.. 563217. 27399S. 74503. 104600, 10314. 85232.
S 5600 UNDER § 6000.. 43734. 253958, 50843, 773190. 11960. 102237.
$ 6000 UNDER § 70C0.. 47849. 325065. $5449. 116120, 14003. 131095.
s 7000 UNDER § 80C0.a 39386. 3e1723. 63194, 76846. 16185, 1333984
$ 800¢ UNDER_S 96C0.. 39751. 351410, 65858, 7846%5. 19093. 176686.
$ 9000 UNDER S 10000.. 46062. 456 438. 90398, 102257, 21713, 229093.
$ 10000 UNDER § 110CQ.. 38706. 4171710. 86B2¢E. 102651, 18919, 199466.
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$ 12000 UKDER § 13000.. : 386104 495268. 92858, 83500. 21054. 286700,
$ 13C00 UNDER § 140C0.. 30968, 426015, 72686. 81538. 17032. 245809,
$ 14000 UNDER § 15000.. 28104. 419381, 91372, 67690, 15447, 238352,
§ 1S00C UNDER § 200C0.. 102654. 1815650, 320254. 273297, 59839, 1112253,
$ - 20000 UXDER § 25006C.. 4939S. 1122702, 187615, 127208, 31781, 745760,
$ 25000 UNDER $ 30000C.. 22551. 662903, 105940, $3719. 16777. 441013.
$ 30000 UNDER $ S0000.. 21060. 822076, 112641. §2290. 19183. 58593 3.
§ S0000 UKDER $ 100C0C.. 7433. 5239524 878 4¢. 19669. 10695. 374417,
$ 1000C0 UNDER § 2000CC.. 2064. 278438, 46028, 5850. 3439. 213386.
5 200000 UNDER § S00C00.. S56. 16662, 111. 146. 96. 16042,
$ 500000 UNDER 510000Q0.. 10. 6€(67. 2C. 31. 17. 5952,
$1000000 GR MUREccecouaa 8. 29195. 15. 30. 13. 23102.

TOT AL 825111. 8730678, 1847633, 1121067, 326301, ’ 5534165,
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APPENDIX 2

SUMMARY TABLE OF SIMULATION USING
CHANGED FEDERAL TAX CODE

ALL RETUINS: ADJLSTED O Csg
INCCME,, INCEME

INZOMZ,
TAX AFTER CRIDITS,

TOIAL DEDUCTICNS
AND ADDITICHAL TAX

v EXEMPT IONS
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TOR TAX PRITFERENCES,

BY SI1Zii OF ADJLSTED GRUSS INCUME AND BY MARITAL STATJIS OF TAXPAYER,
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APPENDIX 3

SUMMARY TABLE OF SIMULATION USING
OKLAHOMA TAX CODE of 1978

ALL RETURNS: ADJLSTEID GRCSS INIOMI, TOTAL DEDUCTICNS v EXEMPTIONS « TAXARLE

Ll A1UMA
21 U ADJUSTED GROSS INCOME

D AUJIUSTED GROSS INCUNME

> 1 UNDER 3 1U0Cas
» 1990 UNDER 8 2000 es
> «0V0 UNDER $ 300Cea
» -JJJ UNDEF % 40000
3 vJd2J JUNDER % SO00aw
s LI UNDJER ¢ B0 U0s e
» 3900 UNJLR 3 700Qew
» 7390 UNDCEXR 3 8000a s
i3 LUJY UNDER % 9Idde 0
3 2QU0 UNDER % 10C00as
3 10000 UNDIR 3 110006
» 110920 UNDER 8 1200090
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* 15209 UNDER s 14003Qee
3 L3200 UNDES $ 120000
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> L2JUVY UNDER $ 2500040
& 23390 UNDER $  30000es
» LUdJdd UNDER % 5020Qan

> 23030 WUNDLY S 1000000
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> ZYJIJY UNDEK $ £J0300ee

¥ LULU0YY UNDER 31330000.»

310UuNDd DR MUREsaosevseao

Tui AL

INCOME, INCONME TAX AFTER CREDITS, AND ADOITIONAL TAX TOR TAX PRIFEFREMCES,
BY SIZE OF ADJILSTED GRO535 INCOME AND BY MARITAL STATUS OF TAXPAYER.

ALL RETURNS

IDTA
NUMUER OF ADJUSTED T2 TAL éXEMPTI()NS FED TAX TAXADLE INC(?‘E \';AX
RETJRNS GRCSS INCOME QEDJCT IDNS DEIDUCTIONS ITRCORE BEF Gz CRELITS
155 o2 15506. 11470 Go (.3 Oa
752506 4LQ07s 76T 1e 2857080 (" Qqn Qe
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65020 3624945, 752%3e 12580 3a 14840, 14579%, 1274
476984 3075006, 51073, $7402e 11777, 147724, 136100
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APPENDIX 4

SUMMARY TABLE OF SIMULATION USING
OKLAHOMA TAX CODE OF 1979

ALL RETURNS T ADJLSTED GRCSS INCOME, TOUTAL DEDUCT IONS , EXEMATIONS o TaXYaste
INCOME,INCONME TAX AFTER CRIDIT3, AND ALDITIONAL TAX FOR TAX PRUEFZRENCES,
6Y SIZE JF ADJLSTID GA0OSS5 INZOME AND BY MARITAL STATUS CF TAXPAYLR.

vl L AUMA ALL RUTURNS
514 OF ADJUSTECL GRCSS  INCOME TGT AL
NUMIER OF AJIUSTED TaTAL EXEMIPTIGNS FED TAX TAXAULE FHCUve TAY
RETURKNS GRUSL INCOME LELUCT IUNS DEGUCT 1INS INCGHE HEF GPE CALGITS
NJOADUUSBTUED GRUSS INLOME | SR ] 1595 6s 1167 [ Qe [¢RY
» L UNDER $ 1010 ee THOIEDe 40067, 7087 la E35TQYe 0> Qe 0o
s 1000 UNDENN $ 2000 LA 341, CHT37s 2% 0. 81306, Da 1485, by
i 2UIJ UNDER % 3wl e Y8 S 0e 176408 GIUA0a FILET s 279 2931 1. Lol s
» 3303 UNDLAR ¢ AN N0e o CA325e 225283, OO02 Gy 105012, 3409, €074, 354,
> 0V UNDJER 3 33008 L3610 ZERY59, 3007 B 103970 & 10314%a 120200 [+ W28
> WUUJ UNDLF % LA Vo eES03a 2E21G4 7225 3s 125893, 12294, TLACDDA LH A
> 23290 UNDLT § 70%Cea 4T6S 4 3C7L0CLE. 510735, STa02a 14003 129615, 12720
B FOoUu UNDER % BI00s 0 L1828 3BCINGA TaDl2e 121634« 2202% 16060 T 1627
» SV UNDOER § 233060 45933« 20572 TU19Ca 38T 1o 31531, 222604, 22T e
+ FUUJI UNOEKR 3 13000 w 5081 0. 4EIL 14, DAYG Dy 1203¢90 344930 ; 2358,
» L1323 d UNDER 3 131000se 40219 32%E8T, 1088370 110030, A2, PRSI S TTHL e
s 1320 UNIEY 3 12020 e. 0, 353167, DT 7, 725 1a 370G RN
* lduw9 UNDER B 3 3000s. J0B2 3. AGTTLT ER-TAR N BEQY CLN6T . PSRN .
$ 13030 UNOZHh S 14)00ase 31078 e 4ATILE, 7oz, 3453, PR 3hng
4 1AJ0d UNDER £ 1E200a. ' L60C0. 374543 253 e L4971, 3Gadtis PRRNESE R FRIT
» iodud UNDLERN B 20700 P1%4 0Ge 1482811, 3SR ALCu. Litailen AR N P
- LUV LNOER § 2520080 DLTIE2e 1287743 2072848, 141023, GLCaaL Prail s
3 Loddd UNJIER ¢ S0N00s 23450 £3350%s LOT8%2 &LEO0UED . F6307 . L70043, Me2i
B JIIUU UNDESR % 5030 0es 232320 F06022. 12582 4a €1366, 170503, 7raCEL, 21ule
® L2200 UNDEE S 200108 £502Zs Les37el. G291, 2022321 182573, G565TA 1 1504 Ta
® JUUJUL UNDER 3 2C0000sa 184%8» 242563 3370 Ce 5272 BO352e JuTinte L2482
FoCuIDIY UNDUEF 8 E0000Ddes 4G e ta1as- s 13064 S 13528, Dlle
$ HUOUUYU UNDER %1000200a, Ea 4854, 10w 2% » O 4813, 2e%.
FLYU0vJduU LR MCREsoscuves Ga 23356, 1&a 294 2, 1390:
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RANSAS

APPENDIX 5

SUMMARY TABLE OF SIMULATION USING
KANSAS TAX CODE

ALL RETURNS: ADJLSTID GRLSS INCCONMESs
INCCME INCOME TAX AFTER CRIDITFS,
BY SIZE OF ADJUSTED GROSS INCOME AND ©Y MARITAL STATUS

Side OF ACJUSTED GROSS INCONE

N3 AQJUSTED GROSS INCOME

LY

s 1309
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$ 3999
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> 5000

ESEr SN
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12400
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%2 3220
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UNDER
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WHOER
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LhaER
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3$

2000 eanee
20 00esnen
43004000 aw
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300Ve20 00

$70)sa0ee

£1000Csurwn

2L1CGla 00w

512033 ewsae

$130C0svens

$1423C0scnvca

TIZICO0err e

$<C00Casues

<

28300 eanee

F3G3CDesman

$EC0L0v0oee

317303052 em

K FZ0CN00s00

$203030 LNDER 35300030 ea

L5000V Aw UNDER

EIPRVEVEL B0 RN

Pot Al

1003003+

CR MURE> 30 e0nee

NUMQJZI CF
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760500
64 24 1o
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5081 Co
£0219,
35 2€<Ce
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2€ 200
1144833:
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234504
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18438,
49e
fis
Ga

id31121%a

ALL

ADJUSTED

CRESS INCLME

Q.

46007 ..
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2252400

LEBSS T,

30624%0a

I37EG0a

3863306
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4831100
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317319e

3Tesis.s

1982411

158776406

€339C% .

9DLOBR,

637610
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233560

10€5676320.

RETURNS

TATAL

DEDUCT IONS

2045 .

135654«

115942,

128087 o

120426,

1299030

129330

G55 16a

112251 »

989 23a

1162430

122106

BO2CE o

77053«

T2

300309

194237

24B8EE 25

TOTAL DECUCT ICNS
AND ADDITIONAL TAX

EXSMPTICNS

15560

11427 7a

11021 3a

132015

149€2%

1332%60e

175524,

132931a

168305

124498,

161158%¢

161917

1 L7567 Ca

116597

G6450e

51550s

407220

18332496

2734292

s EXEMPT IONS

TAXABLE
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FED TAX

GZOUCTICONS

0n
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95

279
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APPENDIX 6

SUMMARY TABLE OF SIMULATION USING
NEW MEXICO TAX CODE

ALL RETURNS: ADJUSTED GROSS INCOME, TOTAL DEDUCTIONS . EXEMPTIONS » TAXABLE
INCOME, INCCFME TAX AFTCK CREDLITS . ANC ADOIT IONAL TAX FOR TAX PREFEQELNCES,
BY SIZE JF ADJULSTID GROSS INIOME AND BY MARITAL STATUS OF TAXPAYES,

N, EXICO A__. FETURNS
»iZz OF ADJUSTIED GROSS INCCME ICTAL

NUMBER OF ADJLSYED TOTAL CXEMPTIONS FED TAX TAXABLE INCOYE T aXx CRED IS

RETURNS GRO3S INCCME OrDICTIONS DIDJUCTIONS I NCONE OFEFCFE CREDITS
3 ALJUSTED GRGSS INCCOME 355%68. 1CAG3ES, GeT7199 855674 . O Oa Os U
1 VAIER $1000a0s0ee 60023, 228530, 169349 121224a 0, 2778 74 2224 [
* 1000 UNIER $ 2000+es00 T731l1e 480432, 2038480, 1867296 I 1092¢6A. 874. G
2000 UNDER $ 32CCecaws S608%5. 459501 s 163222 146148 O 140874, 1178 Vs
> 3339 JAOJER % 4200 e0uee 549024 1284396 LO77 3 1507327 o> 1932566, 1707, L3S
d 4000 UNDER $ Z000 sseses 514384, T23720. 15317 133518, G- 2315%4860 2208 e
* D00 UNIER ¢ &0Cleasoe 51%01a €N1220a 155525, 1602624 Q. 2LE25¢a 3071, 2a
¥ 5uJ0 UNDER & 700Qescea 36927 463225, 1155280 112500a D 240846, 2711~ O
5 Fudo) URDHER 2 80C0eusse 24750 352004, BUIFI . TS990 Y 16HCT460. FEEACN )
* 30ud UNDER B 900Jaesusee 22838 242729 74772 B0B7 e 0> 2916 Qs
T FO0Q UNDER $13000 ssase 33468, €143038, 1033590 G231 2e du 318363, 4LLAZy J»
LHIU00Q UNDER 3110€0esues 25182 4237360 81786 e 79008a [} 2¢43% 7. 4 GAL, O
»LA230 URDER $12700ecwce 27052 43)121a BIl43, 824470 O 311194, HI2%. o3
$L2000 WIIEIR $13000eawe 1411 €y 270027 *5305 » A7136 Ja 177314, SLia Qe
¥13000 UNDER $1330)encee 167204 331466 5287 21 . S148¢ e 220142« &10%s Ja
314220 UNDER 315000 eeass 12921, 2655840 423 1% e 36306 Do 187277 2632, Ve
PLH0uU LNDER $2C80C0es0 e 44665, 1050491, 1469935 » 139447, [™ TEICST, 10555 s X8
32009 JIEER] 385003 e0cen 18305, £26323. 0iZlbe SETC s O ERC LVL A % | I Y @
$2 3000 UNUER $30000 esvss 11061, 371503, 36314 4 35052 G LE5GLG G, GZ37. Ja
B3CIII UNJER 5560GCCesuew 11621, SUT4 156 3T500p 3561 2a Qs 433589, 1777, Je
£2000Q UNDER $10300020ee 6515 47656120 211 76a 2273t.4 o, A43206%, 23627 Qe
$423300 UNDER 2200000nss 1430 Ce 2056850 4373, S44 e Jo 1545425 14308, S
2200UUY UNDER $33C0Cl0 e 41s 125010 130e 1400 G 12320, T ¢
»o>V0JY LNDER $13000) e Be 4855 Qhae 22e O 4745 413, Qe
+LOU000U CR MUREssessnes € 2336, 19, Il Ga 23354 2074, e
137a. 1011211 10503320, 3003015 21334602, O» SLeAaan,, 1Tz,
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APPENDIX 7 45

Ju3 D3 0C
CCHAMCH VAI W STVAR JUKVAR 2 TOT,K p VN 020
DIMENS ION VAR {153) » NKVAS{B,2%,8) 4 TCT{(2), S5TVAR{04) 0720 .
00 1C kK=1,8 000 (
DU 20 ¥=1,25 0230Q
00 30 N=1,3 020/
OKVAR{ K¢MyN) =00 030

3) CCNTINUE 000
29 CUNTINLE : 000
1) CCNT INUE 0000
00 700 L=1,2C87 000«
CALL READ 0200
K=1 000
CALL OKTAX 000
CALL T XBRAC 03040
CALL T ABCAL [e10 Rs K¢
IF{STVAR{40),5LEs150) GO TO 12 300C¢C
K=2 0200
CALL TXBRAC 00O (
CALL TABCAL 000C

1 2 IF{VAR(22) +sEQs1e0»0ResVAR(22) ¢E Qs 320) K=3 000C
IF{VAR{22)3EQ320000ReVAR{22) eEQc500cIReVAR{22):EQete0) K=5 Q0 0«
I[F {VAK{22)0E Qa%e 05 OR; VAR{22 )eEQe 750) K=7 000
CALL TXB8RAC 00 ¢
CALL TABCAL 00 O (
[IF{KeE Co 3, Do ANDo STVAR{ 40 )5 GE el a0} K=% 0239«
IF{KsEGeaS30e6ANCaSTVAR ({340 )uGE o1 e0) K=5 3O ¢
[F{KoECo750aANCoSTVAR{40).GE el o0 ) X=3 2007
IF(KoZTie 3 040+ KaEQeSrDesCReKeELCs720) GC TG 70) 0% )
CALL T XBRAC 33 |
CALL TABCAL 000«

7Jd CUNTINULE 0209
DO 7931 K=1,8 00 Q¢
20 340 I =1,8 022

5+ TOUT(I)=04D 00«
ARITE{E16)) 000°

%) FORMAT {*1',32X,'ALL RETURNS: ACJUSTED CGRCSS INCOGME, T UT AL DEDUCTIDO30C
#NS 3 EXEMPTIONS » TAXAJLE?') 330¢
ARLITE(ES70) 039«
73 FUFPMAT(3SXs "INCOME , INCOME TAX AFTER CREDITS, AND AODITICNAL TAX F30007
*R TAX FREFEFENCES, ') PN
ART TE{ €+80) 0007
&) FORMAT({35X,*'8BY SIZE QOF ADJUSTED GROSS INCOME AND BY MARITAL STATUSO0OC
¥ CF TAXPAYER.!') 002
GO TGO (E82:85,90,1U00,110,120,130,130) K DISRS R
22 WSITE(4, 142) 333

142 FORMAT {/SX+ ' CKLAHCMAY ,37X,Y AL RETURNS ') 0093

303 TG 1€0 0nar
25 ASITE(Ey 145) 0301

155 FCORMAT {/SX,+* OKLAHOMA® ,47X,' ALL TAXABLE RETUFN3') 000«

GO 70 180 027 ¢
) WRITE(E,15)) 000

120 FORMAT{/5X,* OKLAHOMA' ,47X," ALL SINGLE FRETURNS?) 1N X1
GO TO 130 03

109 WRITEIB6,150) eJo o

163 FORMAT{ /75X, "OKLAHGMA T 47X, ALL SIANGLTE TAXABLE ReTURNS V) N03¢
S50 TO 180 33

110 ArLTE(ESLT79) g20

170 FURNMATL/ZSX s ' X LAHUOMGMAT 37 X3P AL JOINT RKETURNS'Y) [DJOR0 I

G2 TG 130 co0.



ArFENDIX 7 (Co T sed)

C W RITE(E, 130 469532
) U LRMAT (/5% gV CRLAHTMA Y, 47X ALL JU INT TAXABLE 3T JINS? ) 0003
5L YC 180 0000

123 W&ITELE, 195) 009 .
155 FURMAT(/SX, ' OCKLAHCAT 437X, ALL HEAD JF [{CUSLHO_D RETJURNS?) 00 0 ¢
GO TO 130 0300

169 WEITELE, 163 ). 009¢
i43 FORMAT( /69X, ' ALL TAXASLE HEAD CF hOUSEFROLD FETJRNS ') 000¢C
12) WRITE(E,133) 0000
193 FCRMAT{5X,'SIZE OF ACJUSTED GRCSS INCOME',73X, 'TOTAL') 000¢
WR1TE( €,200) 000 ¢

203 FORMAT (38X, '"NUUBER OF'44X, 'ADJLSTED * 935X, *TOTAL® s 3X s 'E XS MPTI CNS? 4 6X000¢
¥, VFED TAX' € X, '"TAXABLE® 42X, ' INCOME TAX'35X, *CREDITS ') 000
WRITE( €5210) 0000

210 FOFMAT (3GXy *RETURNS 153K, 16G33SS INCOME *y 1Xy 'DEDJCTIINS? 314X, *DEDUC T
FICNS? 3 EX,' [NCCNEY ,2X o' BEFCRE CREDITS? ) 000 ¢
CALL JLTPUT 0390

701 CONT INUE 0302
sTae 0000

END 0009
SUBRCUTINE GUTFJT 00020
CCMMGN VAR, STVAR,CKVAR s TCTaK o ¥ 4N 0000
DIMENS ION VAR{193) , OKVAS(8,425,8) , TOT{3),STVAR{ 64) 0000
DINENSICN [C{24),1D{24) 000¢
DATA 1C /0+141C00+42000,3000,4000 35000 6300 97033 »8000+9000 » 0090
10000y 11002, 12000, 13000, 14)00,15000,20000, 25330, 33030,50003, 300¢
100069 42C730C,S00000/ 9003
DATA ID /0,1000+2307,3000,4000,5030,5007,7000,3000 5000 273
*12000,1100),12300,513030,14330515030520000,25232,33200,52203 09 ) )

%1 CO0C0+2C)200,500000,1000000/ 009G
WEITELEs220) {CKVAR{K, 19N ) sN=1,28) 990

2.0 FORMAT {SX,'NC ACJUSTED GRCSS INCCME®'s 7Xs1F 1100 2Xs 4F1 1e Oy 3Xs 1F110 099
%0y 3X,2F1120) 0200

OC 300 M=2,24 000 3
NRTTE{£,250) I1CIM) s ID{M) y{OKVAR(KsMsN)oN=1,5) 0000

250  FORMAT(/SX s 'S y17,' UNDER "4 985140 797 0% 35Xs1F11+042Xs851150¢3Xs1F10270
%120 13X y2F11e9) 0000
500 CCNTINUE 0003
WrITE(E . 330 )(CKVAR(Ks25,N1eN=1,8) 3792

330 FCRMAT{/SX,s'$17790300 CR MCRE eeseosce® s7Xs 1F110ds 2Xs 4F 1120 3Xy 1F11 4,030
0, 3X,2F11e0) 0750

DC 501 N=1,8 0393

DC SCO M=1,25 000
TOT(NI=TOT(N) +UKVAR (K oM, N) 9290

530 CONTINLUE 0092
501 CONTINLUE 0070
MR ITEC(C,420)0TUT(1)s TOT(2) s TIT(3) 4TOT{ 4), TOTL{S) s TOT{5) »TAT{7) s TOT (30200

%) 0000
400 FCRMAT{/SXs*TOTAL' 427X s1F11e0+2X,8F1100,3X,1F1120,3X,2F1150) 000¢C
RETURN 0003

END 030¢
SUSFGUTINS FEAD 9300
CCMMEN VAY 3 STV AR, JK VAR » TOTsX oM oN 0003
JIYIRS ICN VAR{193) 4 CKVAR{3 ,25,8) , TCT{23),ST/AR{E4) 000¢
READ (10,500) (VARCI) oI =1 ,153) 20023

D33 FC TV AT {1354 0y 22F2 104X+ F 1103, 153F 195 J) 2317
RE TURN 9999

ZND 03223
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SR S

P s DOTINDS TAS3CAL

CLAMON

VAT S TVAR ZyCR VAR o TCT < oM 4N

DIMENSION VAR 1G3) » OIXVAS{EBE 225,81 »

CAalLLl

CKVARIK ¥ 2 )=CKVAR{Ks M, 2)+{STVAR(11)*STVARI{S7) 1 /1000000
OKVARI K My 3) =CKVARIK yM 43 ) +{STVAR({12)*STVAR(37})/71200400
{STVAR{ 131 *¥STVAR{S7)}1 /10000
OKVAR{K s M3 )=CRVAR{KM,5)1+{53TVAR{37 })*STVAR{S7))/7 1000400
OKVAR(K My 6) =CKVAR{ K M, 6) +{ STVAR(39)*STVAR(E7))/1000.,020
OKVAR(KsMy7 }=CKVAR (K My 7 }+{STVAR{ 40)*¥STVAR(571) /1000s 00
OKVAR KsMy3) SCKVAR{ K, ¥ 8)+(STVAR(29)%2STVARIS7))/1000e
RETURN

END

CKVAF{KyMe 4 )=CKVAR{K My 4 )} ¢

UK TAX
UKVAR(K )M, 1 )=LKVAR(KeMy, 1)+STVAR(S7)

SUBRCU TINZ TXBRAC

CLMMON VAR WSTVARIOKVAR s TOTe < s MyN

OIMENSION VAR{193) » CKVAR{B89» 25y 8)

JIMENSIGN 0{24)

DATA J /141900909,20004300044000+450CC+E0CC,7000,
#30090,9C0C¢,10000,11920,12000,13000,14000,15000,
*2000Cy, 2E000,»30000+,50G000,100000,200000 520000,
12023000/

M=1

DU
[F{STVAR{11)aLTH»J{I))GO TO 20
EETES]
IF(M £ Ge23) GO TO 29
1) CONTINLE

2 ~tE TUARN

END

10

I=1,24

SLERCLULTINE COKT AX

CUMMON VAR »STVAR ,OKVAR s TCT oK o ¥ 4N
DIMENS ION VAR({193) s OXKVAT{8,2%y8)
STVAR(
STVAR(

STVAR(

STVAR(

STVAR{

STVAR({
STVAR(
STVAR{E4 )=VAR( 44)
STVARK({
STVAR(
STVAR{3) =30
STVAR(

STVARY{

S7)=VAR{133)
£3)= VAR (38)
€S I=VAR{39)
€0)=VAR{ 30)
€1 )=VAR{41)
€2)=VAR{432)
€3)=VAR( 43)

1) =VAK {4 9)
2)=0.0

4) =) 0
SI=STVAR{2)1+STVAR{3)1+STVAR{ 3)

STVAR{6) =5TVAR {1 )+STVAR(5)
STVAR(
STVA&{
STVAR{
STVAR(
STVAR(

IF{ VAR

STVAR(

Lr

I

Ui

G

3

[
i

T
C

o an

«
- 4 L

N ]

\y‘

4 -

T

-
v

v
7
A}

7) =0 0

281=0+0

S) =950
101=STVAR(7)+STVAR(2)+ STVAR(9)
11 1=5TVAR{61--STVAR{1))

{17)0 LE2 200)GC TC 115
121=0+13#STVAR{11)
(22)-EG-3-2)6C TO 125
(12355371 200,52)G608 TQ 125

TUTI3), STVAR{ £4&)

TOTI{8)s STYAR{ ©4)

TOT{8),STVAR{ 64)

47
D20
229.
2390,
[sJ0 O R
32 9¢
030«
3001
Q00
000
000«
093¢
00 O
03 J¢C
000.

029
000
03 0¢
0N D¢
079«
030!
200¢
[eN Re X
000«
0507
030«
370«
oI5 X
000
BIsRs R
030"

020
0091
SR RVE
030/
030
Q0O
000«
03 0«
000 (
09 2 ¢
023«
00 3¢
03¢
000
030«
03a.
020
020
020«
QQ D
025¢
CO O
(97040 ¢
339
37304
D) 3¢
T3 3
COJ



127

11

5

1395

i

1z

Land 2
-

W

230
co’

- 35

el
N
61

“+
[

3

3

Ul

[

~d

e el
Ir {s TV AL {12)Y .t E,22292732052 TO 138
STVvas {12) =207 09
S0 TO0 13¢
LF{STVAR{12),56T553)-220160 T3 127
STVAR{12)}=530, N0
GU TGO 13¢
IF{STVAI(12)14sLE»1200030)G0 TO 13€
STVAR{12)=1000500
GO TO 13
STVAR{12)1=VAR{76)
STVAR{ 13)=VAR{ 44)% 750, 00
STVAR{ 14 )=STVAR(12)+STVAR{13)
{F (STVAR{1)14,EC0050)GC TAQ 156
STVAR{ 1S5)=(STVAR(11)/STVAR(1))%1 00,00
GO TO 157
STVAR {15) =0, 0
STVAR( 16)=(STVAR{ 14} /100s00) %(STVAR(13))
STVAR {17 }=VAR{32)
IF{STVAR{17)aLTe500e00)GC TO 188
STVAR( 18 )=500.,CO
GO TC 165
STVAR{ 18)=5TVARI1T7)
STVAR{19)={STVAR{(17)-STVA={18))
STVAR{20)={(STVAR{(1G)*)05)
STVAR{E1)=(STVAR{ 18)+STVAR(20})
STVAR{ZZ I=STVAR({15)
STVAR{Z23)={STVAR{ZL1I*3TVAF{22)1/130,0
IF(STVAR(22)+1.£+1700s20)G0 TQ 235
STVAS{231=173).,00
STVAR{ 24)=VAR{ 127)
STVAR( ZS)=3TVA {2431 %0.2
STVAR{Z56)=5TVAF(1l1l)
STVAR{ 27)=STVAR{1)
IF {(STVAR{1),EC50,0)C0O TO 236
STVAR{Z28)={STVAR{2&)/STVAR{271}*¥100,00
G0 TC 237
STVAR{28 1=2J60
[IF{STVAR{22) o LEa1920500)GC T QO 285
STVAR( 281)=100.00
STVAR{29)={{STVAR{23)/100c00 )*STV AR{25))
STVAR{ 30)=5TVAR{11)
STVAR{Z11=0.0
STVAR{32)=0c¢0
STVAR( 33)=0e0
IF{STVAR{331e06T5120,0)G60 T) 328
3C TC 242
STYAR{ Z2)=100s¢(
STVAZ{34 )=STVAR{31 ) +4STVAR{32)+STVAR{(32)
STVAR{ 35)={ STVAR{30)~STVAR{34))
STVAR( 2€)=STVAR( 161
STVAR{37)=5TVAR{23)
STVAR{ 28)={ STVAR{37) +5TVAR(36))
STVAS{29)={STVAR{32}~-STVAR{38}))
IF{STIVAR{3%)1aGT20-,0)YG0U TC 365
STVAR( 29)=0,0
CALL TaxcaL
STVAE{ 41 )=, 0
STVAR(EZ21=53TVAR(2))
STVARIA3 1=0a 0

STVAR{ M4 =S TVARI 41 ) +STVAR{42 )+ 5TV AC {3 3)

48
030¢

3 2
Q30¢
00 Q¢
00 O«
020!«
00 0 ¢
00 0 (
030
000
00D 0«
Q00 0«
000
030«
000«
000«
030«
000«
00 ¢
033
000
0J 9«
0301
030«
000«
0301
000«
030¢
(VRO K
1020 B9 I8
02,
000
STs XN
09 0
00 0«
000«
030 ¢
000«
0201
300
0201
030
000
030«
3390
00 O
030«
330
00 O«
000«
000«
01 1) (
030«
00 O«
000«
039,
00 )
22 90¢
(SIORY)
QI
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SINVAR{SS Y= {STVAR{ 5 I=5TVAR{(44)) 00 3¢
P {:TVAR{45)a L Ta030)GU TC 458 000«
S50 TG 45 00D (
4538 STVARI{45)=0e9 00 Q¢
+u5 STVAR( 4c)=0.0 000«
STVAF (47 )=009 ' 0301
STVAR{ 48)=0e 0 [sJe RO N
STVAR(491=0,0 00 (¢
STVAR{SO )I=STVAR{45) +STVAR{47 }J#+STYAR{42)1+STVAR{ 49} GO O
STVAR{ 21 )={STVAR{S0)-STVAR{45)) 000
IF{(STVAR{31)sGTe0e0)G0 TO S51€¢ [ele Re X
STVAR{E1)=0e 0 00 O ¢
518 STVAR({ £€2)=06 0 000«
STVAR{E3 1=0.0 . 00 O«
STVARI{ €4 )={STVAR{45)—=STVAR{501)) 000«
IFI{STVARI(34)eG3T20-,0)G0 TC S48 0230«
STVAR{S4 1=)e 000«
34¢< N=1 00 Q¢
STVAR( €S)=(( 0+ CSXSTVAR(ES4)1)+(0,00Sx¥STVAR(S4)*N)}) 000¢
STVAR{SHE }I={STVAR{S4 }I+STVAR{S55)) 000!
RE TURN 000«
ENO 000«
SUBRCUTINE TAX CAL 000 ¢
CCMMEN VAR ,STVARsOKVAR yTCT4K o M yN [eJe e X
DIMENS ION VAR({ 193) » OKVAR(8,25,8) s TOT{8),STVAR{ 64) 000«
DIMENSION JUB(6)13JC{6}J0{3)s AT {7 ) +sBTI{7)sCT {71}, AMR{(7) 000 ¢
DATA UB/2090,5C00+75C0+10000,1250C»13000/ 0007
CATA JC/10)0,250053753+5070, 6250, 71S2)V/ 0JJ«
DATA JD/15030:3750+5625 375009375 ,11250/ 00 U
DATA AT/ 0231030540903 35300031654C092E509230s 7/ 032
ODATA B8T/05 1562120009452 0:32e5,13255,165.0/ 00 Q'
DATA CT/0: v7¢S4302 0167059123 67591G867519292657 000«
CATA AMFP/0,00340e0190a00290e60390sC49050€:0.0¢€/ 033«
JA = VER{22) 000
GO TO (810,805 ,810,8135+805,80€,815) ,JA 020C
33 5 MA = 1 [ To RV
DO 101 IA =1,6 009
IF(STVAR(33)sLEsJ3(TA)) GO TO 222 Q00 C
MA = MA +1 000«
IF{MA-,EQe7) GC TQ 222 Q0 O
LI 1 CONT INUE 020¢
22 IF{MAs EQe7) TA = 1A + 1 00 Ot
IF{lAe EQel) GO TO 9S8 Q0 0«
STVAR{40 )= AT(MA)I+{AMR (MAIX{ STVAR{3G)-JB(I1A~11)) 030,
GC TC <SS 000
510 4B = 1 022¢
0O 202 1IB =1,6 030«
IF{STVAR{3T5 )4 LES JC{IB)) GC TC 333 300«
MB = MB +1 (o]0 Xe ¢
IF(ME, EQe7) GC TO 333 , 000
202 CONTINLE 030+
333 IF(ME+EQ»7 ) IB = 13 + 1 020«
IF{IBoEGel ) GO TO 3598 000
STVAR{ 40) = BT{MB}) +{ANR{M3) *¥{STVER{33)-JC{IB~11})) 0301
GC TG G99 [eTo e I
515 MC = 1 020
20 3C3 IC=1,¢ 032«
[F{STV AR (39)LEJD{IC)) GI TO 344 033

MC = MC o+l 000



1 (MC eEQe7)

CUNT INUE

[F{MC5EQ2e7)
[F{ICsEQel)

STVARI40)
GL TO s§6s
STVAR({(4J)
RETURN
END

e ' A
— AFFENG DA i . .) 50

GT TG tac 00 J
0301

[C = IC + 1 000 ¢
GO TO 658 000«
CT{MCY+ {AMRI{NMCI* {STVAR{33)=-JD!IC 1)) 00 O
’ 000«

AME(1) * STVAR(39) 000
000 (

000¢

000¢
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