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INCOME DISTRIBUTION

The proportion of higher income returns relative to
the total has been steadily increasing. This increase
is a result of several factors--among them, inflation
higher real income, and increases in the minim
income filing requirements. From Tax Year 1978 to Tax
Year 1981, the number of returns with AGI's under
$15,000 decreased-Uy--T.0 million while the number with
adjusted gross incomes of $15,000 or more increased by
9.2 million. The percent of returns filed with AGI's
of $15,000 or more increased from about 37.5 percent
for 1978 to about 45.9 percent for 1981. - During the
same period, returns with AGI's under $15vOOO
decreased from about 62.5 to about 54.1 percent.
Thus, as indicated by the' chart below, the

_--relationship-_~ELtween the rate of increase in the
number of returns in the 15,000 and ef79G I-c17a
and the rate of decrease in the number of returns in
the under $15,000 AGI class is becoming almost
inverse. (See also Table 3.)
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ATTACHED FORMS AND SCHEDULES

The W-2 (Wage and Earning) Statements continue to be
the single most prevalent attachment to the return and
one of the most informative [3]. Most of the Forms
1040A had W-2 statements attached, regardless of the
income class (see Table 4). By contrast, only 80 2
percent of the Forms 1040 had a W-2 statement, and Ls
the income level rose, the incidence of the presence
of a W-2 statement also rose. Review of a selection
of returns showed that the Forms 1040 with AGI's under
$15,000 without a W-2 statement frequently had a W-2P
(Recipient of Pension and Annuity Income) Statement or
a Schedule SE (Computation of Social Security
Self-Employment Tax) attached. Of the 6.9 million
Forms 1040 with Schedules SE attached, 3.1 million, or
45.3 percent of them were in the under $15,000
adjusted gross income class.

Table 5 shows, on. a selected basis, which forms and
schedules are attached to individual income tax
returns by adjusted gross income class. The number of
returns filed with an attached Schedule B (Interest
and Dividend Income) increased by 2.8 million over a
comparable period last year. While ASC interest
reporting may have contributed to this increase,
lo~erall high interest rates and a constant reporting

requirement of $400 or more were probably the main
reasons. The number of Forms 1040 filed with a
Schedule E (Supplemental Income Schedule), as ex-
pected, decreased by 2.2 million. This decrease
reflected the fact that new lines were added to the
Tax Year 1981 basic Form 1040 for taxpayers who had
previously filed a Schedule E to report only pension
and annuity income. In keeping with the concept of
tax return simplification, these individuals are no
longer required to file a Schedule E.

As shown in the table below, returns claiming
itemized deductions on Schedule A have been a steadily
rising proportion of all Form 1040 returns during the
last four years. They now represent about 53 percent
of the Forms 1040 filed by the end of April, as
compared with about 49 percent for 1976. Inflation
may-have-caused-more-taxpayers-to--4e-E~ligible to
itemize deductions on Schedule A. When there are tax
form or law changes designed to encourage wider use of
the Form 1040A, many former 1040 filers who were not
itemizing deductions may have switched to the simpler
Form 1040A. This would obviously cause the ratio of
the remaining 1040 filers with itemized deductions *to
total .1040 filers to rise. The decrease in 1040
returns filed with an attached Schedule A from Tax
Year 1976 (49.0 percent) to Tax Year 1977 (45.6
percent) resulted from the substantial increase in the
zero bracket amount (ZBA) for Tax Year 1977. The
increase in the ZBA for 1979 was apparently not enough
to offset rising expenses for itemizers.

Percent with Itemized Deductions:
--.Tax Year Form-1040 A11-Returns

1976 ....... 49.0 31.9
1977 ....... 45.6 27.3
1978 ....... 46.7 27.6
1979 ....... 49.6 28.9
1980 ....... 51.7 30.6
1981 ....... 52.7 31.1

Form 1040 returns filed with the Form 5695
(Residential Energy Credit) showed a marked decline
from last year. Only 3.8 million Forms 1040 had an
attached Form 5695 compared with 4.6 million for a
comparable period last year. The decreasing number of
Forms 1040 filed claiming the residential energy
credit is due in part both to the length of time the
credit has been allowed and the lifetime maximum
credit per principal residence (which have therefore
decreased the number of persons qualifying to claim,
it). The credit was based on the cost of items for
home energy conservation and the costs for renewable
energy property installed after April 19, 1977, and
before January 1, 1986. For Tax Year 1978, the first
year the credit was allowed, 5.6 million taxpayers
claimed it, compared with the 4.6. million claiming it
for Tax Year 1980 and- the 3.8 million claiming it for
Tax Year 1981.

Returns with
Tax Form 5695
Year (Thousands)

1978 ....... 5,568
1979 ....... 4,499
1980 ....... 4,646
1981 ....... 3,771

The types of attachments to the Forms 1040 tabulated
for Table 5 were limited to those for which statistics
Were requested by Internal Revenue Service officials
for tax administration purposes. Therefore, forms or
schedules not shown were not requested even though
some of them may have been filed in substantial
numbers--such as the Form 4835 (Farm Rental Income And
Expenses and Summary of Gross Income from Farming or
Fishing).
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PREPARER RETURNS

The proportion of preparer returns--returns with a

R
aid preparer signature--decreased by 0.6 percent from

10e-comparable pe-r-1-od-last year. In fact, preparer
returns have been on the decline for the past five
years (3]. Over half of the Form 1040 returns--but
less than one sixth of the Form 1040A returns--had a
preparer signature. The incidence of preparer
signatures is directly related to income class, as can
be seen in Table 6. As the level of income increases,
so does the likelihood of a preparer signature. The
trend for all returns with paid preparer signatures is
notably different from those of the two components--
Forms 1040 and Forms 1040A. This difference is mostly
the result of the progressively larger proportions OT
middle income taxpayers now using the 1040A. Tax-
payers using the Forms lG40 tend to be concentrated in
the higher adjusted gross income classes, and because
of the increased complexity of returns in the higher
income classes, a higher incidence of paid preparer
signatures is observed.

OFFICIAL LABEL AND ENVELOPE USAGE

overall, use of the official IRS label increased by
0.7 percentage points despite the Service's decision
not to ask the Postal Service to forward 1981 tax pack-
ages In those cases where the taxpayer had moved since
the prior year's filing. The percentage of returns
with the label affixed decreased by 0.8 percent for
Form 1040 filers and increased by a significant 2.9
percent for Form 1040A filers--a shift from the
previous year when an increase in label usage was
found for Form 1040 filers and a decrease was found
for Form 1040A filers. On the other hand, use of the
official IRS envelope decreased by 4.6 percent for
Form 1040 filers and by 3.5 percent for Form 1040A
filers, but the envelope usage percentages remained
significantly higher than those for official label
usage.

official Label Usage

1979 1980

1040 ..... 64.2% 64.9% 64.1%
1040A .... 53.2 51.2 54.1

Total .. 59.6 59.3

Official.Envelope Usage

1981

60.0

the annual Taxpayer Usage Studies apply exclusively to
Form 1040 and Form 1040A returns filed on current year
tax forms, and cover about 94 percent of the total
individual returns expected to be filed for the year.
The designed sampling rate was set at 1/15,000 in order
to yield a sample of about 6,000 Forms 1040 and 1040A
from the Tax Year 1981 filing population, projected to
be about 96,200,000 Individual income tax returns.
However, in recent years, the average effective
sampling rate has exceeded the designated rate; in
addition, -the effective rate for 1040A's has exceeded
that for. 1040's [4]. Because of the differences
between designed and effective sampling rates, the
estimation procedure is based on using the inverse of'
the effective sampling rates (for Forms 1040 and 1040A
separately) as the weighting factors for the. returns
in this sample. For example, for Tax Year 1981, the
official IRS Service Center count of Forms 1040
received by April 30, 1982, was 53,544,000, while the
number of 1040's in the sample was 3,450. Thus the
effective weight for Forms 1040 was 15,520 (53,544,000
divided by 3,450). For Forms 1040A the official IRS
count received by April 30 was 37,126,000, while the
number of sample 1040A's was 3,011. Thus, the weight
assigned was 12,330. Because the TPUS samples are not
stratified by income size and the sampling rates are
low, only frequency,estimates are available.

Coefficient of Variation

Because the statistics are estimates based on
samples, they are subject to sampling error. The
upper limits of the coefficient of variation shown
below for Tax Year 1981 are intended as a general
indication of the reliability of the data.

Coefficient of Estimated Number of Returns:
Variation Form 1040 l/ Form 1040A

2.0 38,797,500 30,822,800
3.0 17,243,300 13,699,000
4.0 9,699,400 7,705,700
5.0 6,207,600 4,931,600
10.0 1,551,900 1,232,900
20.0 388,000 308,200
30.0 172,400 137,000
40.0 97,000 77,100
50.0 62,100

49,300

I/ Use this- column when Forms 1040 and 1040A are
combined.

1040 ..... 75.0% 78.9% 74.3%
1040A .... 79.4 81.1 77.6

Total .. 76.8 79.8 75.7

NOTES AND REFERENCES
For the first time, the Service used presorting for

86.4 million or about 97 percent of the total tax
packages mailed to taxpayers for use in filing their
Tax Year 1981 Forms 1040/1040A. According to the U.S.
Postal Service, the carrier route presorting improved
deliveries of the tax packages; that is, more tax-
payers received their tax packages than in the past,
resulting in fewer tax packages being destroyed by the
Postal Service because they were undeliverable. This
improvement in deliveries apparently caused the slight
increase in label usage (see Table 7).

DATA SOURCES AND LIMITATIONS

Data for the Taxpayer Usage Studies (TPUS) were
derived from a continuous daily sampling of returns at
the time of their receipt at the Internal Revenue
Service Centers. Sampling was conducted at a
designated 1:13,000 rate for Tax Years 1979 and
1980--and 1:15,000 for Tax Year 1981. Estimates f rom

The statistics in this article are based in all
cases and for all years on filings through the end
of April. Data from the entire year's filings for
1981 will appear separately in the Winter 1982-83
issue of the Bulletin using the larger Statistics
of Income sample now being processed.

(11 Table Al, Employment and Earnings, Bureau of Labor
Statistics, U.S. Department of Labor, March, 1982.

[21 New York Times, February 3, 1982, p. 0.13.

(31 Grayson, Paul, "Individual Income Tax Returns:
Selected Characteristics from the 1980 Taxpayer
Usage Study," SOI Bulletin, Vol. 1, No. 3, page 14.

(41 Grayson, Paul, op. cit., page 13.

[51 Grayson, Paul, op. cit., page 18.
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Total

(1)

90,670

72,799

17,870

19.7

89,154

70,907

18,247
20.5

88,768

69,650

19,118

21.5

Under

$5,000

(2)

19,166

5,530

13,636
71.1

17,646

4,485

13,161

74.6

18,814

4,592

14,222

75.6

$5,000

under$
1OiOOO

(3)

16,138

13,703

2,435
15.1

18,137

15,062

3,075

17.2

19,473

16,308

3,165

16.2

Size of adjusted gross income

$10,000

under
$15,000

(4)

13,733

13,031

702

5.1

13,406

12,640

766

4.7

14,461

13,551

910

6.3

$15,000
under

$20,000

(5)

10,815

10,419

395

3.7

11,160

10,543

617

5.4

11,603

11,197

406
2.8

$20,000
under

$30,000

(6)

15,817

15,332

485

3.1

15,706

15,248

458

2.7

14,526

14,261

265
1.8

$30,000
under

$50,000

(7)

12,005

11,789

217

1;8

10,581

10,427

154

1.5

8,132

8,008

124
1.5

Type of entry for tax,

type of return

All tax year 1981 returns

filed......................

Entry .............................
No entry (including 0, "none",

etc.) .......................
Percent with no entry ...........

----All:-tdk-y-e-ar-1980-te-tU-r-n-s
filed......................

Entry .............................

No entry (including 0, "none",

etc.) .......................
Percent with no entry ...........

All tax year 1979 returns

-filed ......................

Entry .............................

No entry (including 0, "none",

etc.) ......................
Percent with no entry ...........

Table 1. -All Returns: Entry for Tax (Line 35, Form 1040; Line 15a, Form 1040A)

Classified by Size of Adjusted Gross Income, Tax Years 1979, 1980, and 1981

(All figures are estimates based on samples--numbers of returns are in thousands]

*Estimate should be used with caution because of the small number of sample returns on which it is based.

NOTE: Detail may not add to total because of rounding.

Table 2._-All Returns: Percentage Distribution of Returns With Entry for Exclusions for

Dividends/Interest, Classified by Marital Status, Tax Year 1981

[All figures are estimates based on samples--numbers of returns are in thousands]

Total

90,670

100.0

53.5

46.5

9.2

14.2

1.9
20.9
0.2

53,544

100.0

32.9

67.1

11.6

19.0
3.0

33.2

0.3

37,126

100.0

83.3

16.7

5.6
7.4

0.4

3.2

0.1

Single

(2)

39,206

100.0

63.4

36.6

7.9

28.2
0.1

0.2
0.2

15,039

100;0

32.1

67.9

10.5
56.6

0.1

0.4
0.3

24,167

100.0

83.0

17.0

6.2
10.6

0.1

0.1
0.1

Married

filing

joint
return

(3)

42,330

100.0

39.6

60.4

11.0

0.5
4.1

44.6
0.3

34,019

100.0

30.0

70.0

12.3
0.6

4.6

52.1
0.3

8,310

100.0

78.8

21.2

5.5
0.1

1.8

13.8
-

Marital status

Married

filing

separate
return

(4)

1,094

100.0

79.9

20.1

1.4
17.6

-

1.1
-

466

100.0

63.3

36.7

3.3
33.3

-

-

629

100.0

92-2

7.8

-

5.9
-

2.0
-

Unmarried

head of
household

(5)

7,884

100.0

75.9

24.1

6.9

17.0
-

-

0.2

3,864

100.0

58.2

41.8

10.8

30.9
-

-

4,020

100.0

92.9

7.1

3.1

3.7
-

-

0.3

Exclusions (Line 8d)

All returns filed..................

Percent ..........................

Returns without'exclusions .......

Returns with exclusions, total ...

$1 under $200..................

$200...........................

$201 under $400................

$400...........................
More than $400.................

All Form 1040 returns filed ..............

Percent................................

Returns without exclusions .............

Returns with exclusions, total .........

$1 under $200 ........................

$200..................* ...............

$201 under $400......................

$400 .................................
More than $400.................. i ....

All Form 1040A returns filed .............

Percent................................

Returns without exclusions .............

Returns with exclusions, total .........

$1 under $200 ........................

$200.................................

$201 under $400......................

$400.................................

More than $400 .......................

n.a. - Not applicable.

NOTE: Detail may not add to total because of rounding.

Individual Income Tax Returns, 1981 Taxpayer Usage

$50,000

and over

(8)

Qualifying
Widow(er)

(6)

2,995

2,995

-

2,517

2,493

*24
1.0

1,758

1,732

*26

1.5

155

100.0

30.0

70.0

10.0

50.0
-

10.0
-

155

100.0

30.0

70.0

10.0

50.0

10.0
-

n.a.

-

-

-

-

-

-
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Table 3.--All Returns: Entry for Filing Status, Classified by Adjusted Gross Income and by Type of Return,

Tax Year 1981

[All figures are estimates based on samples--numbers of returns are in thousands]

Filing status

All returns filed .................

Single ..........................
Married filing joint return.....

Married filing separate return..

Unmarried, head of household ....

Qualifying widow(er) with de-

pendent child..................

All Form 1040 returns filed.............

Single ................................
Married filing joint return...........
Married filing separate return........
Unmarried, head of household ..........

Qualifying widow(er) with dependent
child ................................

All Form 1040A returns filed............

Single................................
Married filing joint return ...........
Married filing separate return ........
Unmarried, head of household..........

Total

(1)

90,670

39,206
42,330
1,094
7,884

155

53,544

15,039
34,019

468
3,864

155

37,126

24,167
8,310

629
4,020

Negative
INo entry

AGI
on line

Ifor AGI1

(2) (3)

351 2,988

124 2,021
214 674

- *40

*12 253

326 559

124 233
202 279

- *16
- *31

*24 2,429

- 1,788
*12 395

- *25
*12 222

$1 under
$1,000

(4)

2,146

1,695
210
*90
151

481

326
124
*16
*16

1,665

1,369
*86
*74

136

Size of adjusted gross income

$1,000

under
$3,300

(5)

8,215

6,468
972
188
571

*16

2,173

1,474
590
*16
*78

*16

6,042

4,994
382
173
493

$3,300 $4,300
under under
$4,300 1$5,000

(6) (7)

3,192 2,275

2,524 1,616
409 353
*12 -

247 306

1,133 931

823 605
248 217

- -

*62 109

2,059 1,344

1,702 1,011

160 136
*12

-185197

Size of adjusted gross income--Continued

Filing status

All returns filed..........................

Single ...................................
Married filing joint return ..............
Married filing separate return...........
Unmarried, head of household .............
Qualifying widow(er) with dependent child

All Form 1040 returns filed ......................

Single.........................................

Married filing joint return ....................

Married filing separate return.................

Unmarried, head of household........

Qualifying widow(er) with dependent child......

All Form 1040A returns filed.....................

Single .........................................

Married filing joint return....................
Married filing separate return .................
Unmarried, head of household ...................

.$5,400
under
$6,400

$6,400
under
$7,400

(9)

3,280

2,070
703
*65
442

-

1,319

714
481
*16
109

-

1,960

1,356
222
*49
333

(10)

3,612

2,246
749
*99
519

-

1,195

667
404

-

124
-

2,417

1,578
345
*99
395

$7,400
under
$10,000

8,081

4,711
2,131

124
1,069

*47

3,383

1,505
1,428

*62
341
*47

4,698

3,206
703

*62
727

$10,000
under

$20,000

(12)

24,548

10,357
10,946

279

2,935
*31

14,030

4,439
7,543

155
1,862

*31

10,518

5,918
3,403

123
1,073

$2G,000
under
$30,000

$30,000
under
$50,000

(13)

15,817

3,170
11,518

155
943
*31

13,068

2,468
9,607

155
807
*31

2,750

703
1,911

-

136

(14)

12,005

1,185
10,494

*31
264
*31

11,438

1,148
9,964

*31
264
*31

567

*37
530
-

25

$5,000

under
$5,400

(8)

1,166

800
211
*12
142

512

295
186

*31

653

506
*25
*12
ill

$50,000
and over

(15)

2,995

217
2,747

-

*31
-

2,995

217
2,747

-

*31
-

*Estimate should be used with caution because of the small number of sample returns on which it is based.

'Line 10, Form 1040A; line 31, Form 1040.

NOTE: Detail may not add to total because of rounding.
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Table 4.--All Returns: Presence of Form(s) W-2, Classified by Size of Adjusted Gross Income
and by Type of Return, Tax Year 1981

[All figures are estimates based on samples--number of returns are in thousands]

Attachment of Form(s) W-2,
type of return

Total
Under
$5,000

$5,000
under

$10,000

Size of adjusted gross income

(1)

All returns filed ...........

Attached..................
Not attached...............

All Form 1040 returns filed .......

Attached ........................
Not attached ....................

All Form 1040A returns filed......

Attached- .....................
Not attached .....................

90,670

79,366
11,304

53,544

42,943
10,600

37,126

36,423
703

(2)

19,165

16,028

3,138

5,603

2,934
2,669

13,563

13,094

468

(3)

16,138

13,541

2,597

6,410

3,973
2,437

9,728

9,568
160

$10,000
under

$15,000

(4)

13,733

11,526
2,207

7,186

5,028
2,157

6,547

6,498
*49

$15,000
under

$20,000

(5)

10,815

9,626
1,189

6,844

5,680
1,164

3,970

3,946
*25

$20,000
under

$30,000

(6)

15t817

14,653
1,164

13,068

11,904
1,164

2,750

2,750
-

(Percentage of returns)

All returns filed ...........

Attached..................

Not attached..............

All-Form-1040-return6-filed-....-...

Attached .......... ; .............
Not attached ....................

All Form 1040A returns filed......

Attached ........................
Not attached ....................

100.00

87.5
12.5

100-0-

80.2
19.8

100.0

98.1
1.9

100.0

83.6
16.4

100_.O_

52.4
47.6

100.0

96.5
3.5

100.0

83A
16.1

10O_.0_

62.0
38.0

100.0

98.4
1.6

100.0

83.9
16.1

-100-.,0-

70.0
30.0

100.0

99.2
0.8

100.0

89.0
11.0

10O_.O_

83.0
17.0

100.0

99.4
0.6

100.0

92.6
7.4

l0O_.0_

91.1
8.9

100.0

100.0
-

$30,000
under

$50
'000

(7)

12,005

11,323
683

11,438

10,755
683

$50,000
and over

(8)

2,995

2,669
326

2,995

2,669

326

567

567
-

100.0

94.3
5.7

100-.0-

94.0
6.0

100.0

89.1
10.9

_100_.O

89.1
10.9

100.0

100.0
-

100.0

*Estimate should be used with caution because of the small number of sample returns on which it is based.
NOTE: Detail may not add to total because of rounding.



Type of attachment

All Form 1040 returns
filed ..................

Percent ...............
ON

Itemized Deductions ...........
Interest and Dividend Income..
Profit or (Loss) From Business
or Profession................

Capital Gains and Losses ......

Supplemental Income Schedule..
Farm Income and Expenses ......
Income Averaging ..............

Credit for the Elderly ........

Computation of Social Security
Self-Employment Tax ..........

Computation of Foreign Tax
Credit .......................

Employee Business Expenses ....

Sale or Exchange of Principal
Residence ....................

Underpayment of Estimated
Income Tax ...................

Disability Income Exclusion ...

Credit for Child and Dependent
Care Expenses ................

Computation of Investment
Credit .......................

Moving Expense Adjustment .....

Recapture of Investment Credit
Depreciation ..................
Computation of Minimum Tax--
Individuals ..................

Casualties and Thefts.........

Supplemental Schedule of Gains
and Losses ...................

Return for Individual Retire-
ment Arrangement Taxes .......
Residential Energy Credit .....

Jobs Credit ...................
Computation of Overpaid Wind-
fall Profit Tax ..............

Alternative Minimum Tax Compu-
tation .......................

Computation of Installment
Sale Income..................

Total

(1)

53,544

100.0

52.7
47.0

12.9
12.5

15.0
4.0

10.1

1.0

12.9

0.5
9.4

1.4

5.9
0.9

7.3

5.7
1.8

0.8

7.7

1.9

0.1
7.0

0.1

0.3

0.7

1.2

Under

$5,000

(2)

5,603

100.0

8.8
45.4

18.6
11.4

13.8
8.9
0.6

-

20.0

0.3
3.3

1.1

4.7
3.1

0.6

7.5
-

1.9

12.2

-0.3

3.6

0.3
0.8

0.8

0.6

-

0.8

$5,000
under
$10,000

(3)

6,410

100.0

21.3
47.7

15.5
6.5

12.4
4.4
0.7

3.4

16.5

-

5.1

1.2

6.5
1.7

3.4

3.6
1.9

1.0
6.1

-

0.7

0.7

-

0.2

-

0.5

Size of adjusted gross income

$10,000
under
$15,000

(4)

7,186

100.0

34.8
45.4

14.0
12.7

14.2
5.4
3.0

1.6

13.4

0.4
8.2

1.1

6.9
1.3

9.7

5.2
1.7

o.4

7.8

0.2

o.4

1.9

0.2
5.4

-

0.2

0.2

1.7

$15,000
under
$20,000

(5)

6,844

100.0

48.1
41.9

12.0
7.5

12.5
3.0
7.9

0.9

13.6

0.7
7.3

0.5

5.2
0.7

8.6

6.1
2.5

0.5
6.4

-0.7

0.9

0.2
8.2

0.2

0.5

0.7

0.5

$20,000
under
$30,000

(6)

13,068

100.0

62.6
41.4

12.4
9.5

13.2
3.6
7.6

0.6

11.0

0.4
9.7

1.3

5.1
0.2

8.7

4.9
2.3

0.1
7.2

-

1.2

1.5

-

8.4

-

0.2

0.5

0.7

$30 000
un~er

$50
'000

(7)

11,438

100.0

84.0
51.2

9.1
17.1

15.6
2.2

20.2

0.3

8.6

0.8
14.5

2.3

4.3
0.4

9.6

4.5
1.6

0.5
6.6

0.3
1.6

1.6

0.1
10.9

-

0.3

1.6

2.2

Schedule
or
Form

A
B
C

D

E
F
G
R
RP

SE

1116

2106

2119

2210/
221OF
2440

2441

3468

3903

4255
4562
4625

4684

4797

5329

5695

5884
6249/
6249A
6251

6252

I
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Table 5.--All Form 1040 Returns: Percentage Distribution of Schedules and Forms Attached With Entries
Classified by Size of Adjusted Gross Income, Tax Year 1981

$50,000
and over

(8)

27

2,995

100.0

93.3
73.1

13.0
33.7

35.2
2.1

42.0

0.5

14.5

1.0
16.1

3.1

15.6
-

5.2

14.5
2.6

3.1
11.9

1.0
2.1

6.7

-

10.9

-

0.5

2.6

3.1
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Table 6.--All Returns: Entry for Paid Preparer Signature Classified by Adjusted Gross
and by Type of Return, Tax Year 1981

[All figures are estimates based on samples--numbers of returns are in thousands]

Paid preparer signature,
type of return

All returns filed..............

Entry ........................

_N6--entry ...........
__...........

All Form 1040 returns filed..........

Entry ..............................
No entry........................

All Form 1040A returns filed.........

Entry ..............................

No entry ...........................

Total

(1)

90,670

33,648
56-,822-

53,544

28,324
25,220

Negative
or no
entry
for AGI

(2)

3,338

651
--2-1688'

885

466
419

$1 under
$5,000

(3)

15,827

4,092
-117,735-

4,718

2,452
2,266

2,454

185
2,269

Size of adjusted gross income

$5,000
under

$10,000

(4)

16,138

5,161
-10-,978-

6,410

3,632
2,778

37,126

5,524
31,602

*Estimate should be used with caution because
NOTE: Detail may not add to total because of

11,109

1,640
9,470

9,728

1,529
8,200

$10,000
under

$15,000

(5) '

13,733

4,782
-8-,9517

7,186

3,771
3,414

6,547

1,011
5,536

$15,000
under

$20,000

(6)

10,815

4,475
-6-,340-

6,844

3,896
2,949

3,970

580
3,391

$20,000
under

$30,000

(7)

15,817

7,117

13,068

6,612
6,456

2,750

506
2,244

Income

$30,000
under

$50,000

(8)

12,005

5,739
-6-,267-

11,438

5,665
5,773

567

*74
493

of the small number of sample returns on which it is based.
rounding.

Table 7.--All Returns: Use of Official Preaddressed Label and Official Envelope
Classified by Preparer Status and by Type of Return, Tax Year 1981

[All figures are estimates based on samples--numbers of returns are in thousands]

$50,000
and over

(9)

2,995

1,831
-17,164-

2,995

1,831
1,164

All returns Form 1040 Form 1040A

Characteristics of label Paid preparer Paid preparer Paid preparer,
and envelope

Total
signature

Total
signature

Total
signature

Entry No entry

Y

Entr

TNo

entry Entry No entry

(1) (2) (3) (4) (5) (6) (7) (8) (9)

All returns filed .......... 90,670 33,848 56,822 53,544 28,324 25,220 37,126 5,524 31,602

Dfficial preaddressed label:
Used, total .................... 54,397 19,078 35,318 34,299 16,168 18,143 20,098 2,922 17,176

Label unchanged.............. 51,351 17,864 33,488 32,561 15,225 17,336 18,791 2,639 16,152
Changes include city/state... 461 170 290 202 *93 109 259 *62 197
Other changes.................. 2,585 1,045 1,540 1,536 714 823 1,048 222 826

Not used .............. ......... 36,272 14,769 21,503 19,245 12,168 7,077 17,028 2,602 14,426

Dfficial envelope:
Used........................... 68,620 21,345 47,275 39,793 17,646 22,147 28,828 3,699 25,129
Not used, total ................. 22,049 12,503 9,546 13,751 10,678 3,073 8,298 1,825 6,473

Other envelope ............... 17,528 9,930 7,598 10,414 8,241 2,173 7,114 1,689 5,425
No envelope (includes "flat" -
or "cloth mail") ............ 4,520 2,572 1,948 3,337 , 2,437 900 1,184 136 1,048

*Estimate should be used with caution because of the small number of sample returns on which it is based.
NOTE: Detail may not add to total because of rounding.



Sales of Capital Assets, 1973

By Bertie Brame and Keith Gilmour*

Gains and losses from sales and exchanges of capital
assets on individual income tax returns have been
accorded some type of preferential tax treatment
almost since the inception of the Federal income tax.
Although sane summary data are collected annually,
detailed information on sales of capital assets is
only collected periodically for use in tax policy
analysis. The focus here is on the details of those
capital asset transactions for two years, 1973 and
1977, with some summary information for 1973-80.

Over 10 percent of the 86.6 million individual
income tax returns filed for 1977 had transactions
considered to be sales of capital assets. These
transactions, numbering 23.0 million, resulted in
gross gains less losses of $46.5 billion, an $11.3
billion increase over 1973. The distribution of the
number of transactions and amount of gain less loss by
broad asset category remained about the same for 1977
as for 1973.

Percentage Distribution of Gains Less
Losses from Sales of Capital Assets,
by Type of Asset, 1977

1980

As would be expected, corporate stock was the asset
type most frequently reported, with 31 percent of the
returns with sales of capital assets reporting sales
of this asset. However, for 1977 (compared to 1973)
there appeared to be a movement away from stock
transactions. While returns with corporate stock
transactions for 1977 increased about 8 percent over
1973, returns with sales of other securities (bonds,
notes, etc.) increased 64 percent, and sales of
commodities, including "futures" contracts, increased
39 percent. Asset types accounting for the largest
proportion of gross gains less losses for 1977 were
business property with $9.3 billion, personal
residences with $6.9 billion, and corporate stock with
$6.8 billion.

Percentage Distribution of Capital
Asset Transactions, by Type of
Asset, 1977

Sales of
Corporate Stock

42%

All Other
30% 23.0

Million

Shares of Capital "ns

and Losses from ' -
Partnerships, Estates,

Trusts, and SmaH

Business Corporations

Sales of business property, taken as a single asset
type, accounted for the largest percentage of net
gains. The total of $9.3 billion resulted from 2.6
Million transactions.

Sales0

ales"'S
of

Prior-Year Business 49%f
lnstallmenVt Property70%1.Rn IP PMnPPdA 110/.
3%

Sales of /Sales of S
Nonbushass Residences a
Real Estate P
3% T

hares of Capital C-41na
nd Losses from
artnerships, Estates,
rusts, and Small

Business Corporations

Gains and losses from sales or exchanges of capital
assets held for a short period were taxed as ordinary
income, while gains and losses from sales or exchanges
held for a longer term were eligible for special tax
treatment. If capital assets received "long-term"
treatment, only one-half of the gain (in excess of
short-term loss) was taxable. If the sale or ex-
change resulted in a loss, regardless of how long the
property was held, the loss could be completely offset
against capital gains and, to a limited extent,
against ordinary income.

*Bertie Brame is a member of the Special Projects Section, Corporation Statistics Branch and

Keith Gilmour is a member of the Coordination and Publication Staff. Prepared under the direction 29

of Linda Taylor, Acting Chief, Special Projects Section.



30 Sales of Capital Assets, 1973- 1980

HOLDING PERIOD

The Tax Reform, Act of 1976 changed a provision in
the law that had been in effect for over thirty
years. This provision dealt with the holding period
of a capital asset. It changed the required holding
period for long-term treatment from "more than six

obligations, State and local Government obligations,
and other bonds, notes, and debentures), and all other
types of assets for which the return form required a
holding period.

months" to "more than nine months." Therefore, for LAW CHANGES
1977, the gain or loss from the sale or exchange of
property held for nine months or less was considered
short-term and taxed as ordinary income. If a tax-
payer held property more than nine months, the gain or
loss from the sale of the property was eligible for
long-term treatment. This increase in holding period
did not apply to commodity transactions, including
futures contracts, which continued to be regulated
undev the prior holding period rule of more than six
months~-for-eip-017i76a[ti-ari-of-ron-g-ter-m tv6atment-.-

The available statistics show that the lengthening
of the required holding period apparently had a small
overall effect on the distribution (short-term vs.
long-term) of capital asset transactions for 1977 in
comparison to 1973. In proportion to total trans-
actions, short-term transactions increased from 20
percent for 1973-to 25 percent for 1977, with an
absolute increase in short-term transactions of 47
percent between 1973 and 1977. In proportion to total
transactions, long-term transactions decreased from 80
percent to 75 percent with an absolute decrease in
long-term transactions of 2 percent between 1973 and
1977.

Though total long-term transactions decreased, some
of the individual asset types had large -increases.

-Those-asset-types-with-the- largest-increase-in-long.
term transactions were securities other than corporate
stock, commodity futures, and qualified gains on live-
stock (except poultry) used in trade or business.
Securities other than corporate stock had a 58 percent
increase over 1973; gain transactions increased over
100 percent, while loss transactions 'decreased 26

percent. There was an overall increase in commodity
futures transactions of 32 percent and in qualified
gains on livestock approximately 200 percent.

The extent to which individuals held certain types
of assets in order to qualify for short-term, or
long-term treatment is shown for 1973 and 1977 in
Figure A. Data are shown for three categories of
asset types: corporate stock, securities other than
corporate stock (which included U.S. Government

Major changes in the law affecting sales of capital
assets were introduced by provisions of the Tax Reform
Act of 1976. Some of the more significant provisions
are explained below. This Act changed the required
holding period for long-term capital gain or loss
treatment from "more than six months" to "more than
nine months" beginning with 1977, and to "more than
twelve months" for taxable years beginning after
1977-.TFe-excepfi-onto--t s change was f6r-commod-
ities, including futures contracts. Gains and losses
from such sales were still considered long-term if the
contract was held for "more than six months." For
1977, the maximum amount of net capital loss that
could be used to reduce ordinary income increased from
$1,000 to $2,000. This was further increased to
$3,000 in 1978. other capital gain, benefits were
extended to taxpayers age 65 and older who sold their
personal residences: the base amount of the gain from
sales of residences that could be excluded from taxable
income increased from $20,000 to $35,000, effective
for 1977.

The Revenue Act of 1978 also introduced significant
changes, especially in regard to the tax treatment of
capital gain income. Prior to- November 19-78 (and
going-back-to-19-42)-,-50-percent-of-net-longmterm
capital gains (in excess of any short-term capital
losses) could be excluded from adjusted gross income.
For transactions after October 1978, 60 percent of the
"excess net long-term gains" could be excluded. The
alternative tax computation for taxpayers with long-
term capital gains and marginal tax rates above 50
percent was abolished, and the computation of the
additional tax for tax preferences was divided into
two parts: itemized deductions and capital gains tax
preferences were subjected to a new graduated "alter-
native minimum tax" and all remaining tax preferences
were subject to the regular 15 percent "minimum tax."
In addition, a provision of the Act stated that the
capital gains tax preference would no longer be used
to offset personal service taxable income in computing

Figure A.--Percent Distribution of Capital Asset Transactions by Period Held, 1973 and 1977

Percent distribution

Period held

Under 4 months .......................................
4 through 6 months ....................................

7 through 9 months ...................................
10 through 12 months .................................

13 through 15 months .................................
16 months or more ....................................

Period held not determinable3 ........................

Corporate stock

1973

(1)

17.6
8.2
7.6
5.7
4.2

47.0
9.7

1977

(2)

17.0
7.9
4.9
7

'
'2

4.2
51.9

7.0

Securities other
than corporate

stock

'1973

(3)

22.6
4.7
3.2
3.5
3.8

51.2
10.9

1977

(4)

9.5
4.2
3.6
4.4
3.4

68.6
6.3

All othe

1973

(5)

5.0
1.8
1.9
2.3
1.5

45.4
42.3

assets

1977

(6)

9.8
3.2
3.1
3.3
1.5

42.9
36.2

1Includes transactions for which a period held could not be calculated because of missing dates, or for which the

calculated period held did not agree with the definition of "short-term" or "long-term" for the year noted.
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the "maximum tax." Finally, the Act provided for a
once-in-a lifetime exclusion to taxpayers who attained
age 55 prior to the date of sale of their residence.
The taxpayer could elect to exclude up to $100,000 of
the gain realized on the sale.

HISTORICAL PERSPECTIVE

During the period 1973-1980, net gains from sales of
capital assets shown on individual income tax returns
increased by a substantial 80 percent, even though the
number of individual returns reporting such gains was
less than 10 percent higher for 1980 than for 1973.
Over this same period 15 percent fewer taxpayers
reported a net loss, but the amount of net loss more
than doubled (basically due to changes in the law
previously mentioned). As shown in Figure B, the
total number of returns on which sales of capital
assets were reported increased only slightly, from 8.7
million to 8.9 million over the eight-year period.

The data in Figure B were taken from the annual
Statistics of Income reports relating to individual
income tax returns [1]. However, the transaction data
for 1973 and 1977, shown in the other tables in this
article, were obtained from subsamples of the returns
used to produce the estimates in the annual reports.
The difference in sample sizes, by itself, accounts
for some of the differences in estimates for a
specific item generated from the two studies for the
same year.

In addition, "total returns" in Figure B is an
estimate of returns with a net capital gain or loss in
adjusted gross income whether or not the individual
had any current year transactions (e.g., only a loss
carried over from a previous year). The scope of
return coverage in the special transaction studies for
1973 and 1977 is elaborated upon below under "Data
Sources and Limitations."

BACKGROUND AND DESCRIPTION OF ASSETS

31

The Revenue Act of 1921 defined capital assets as
property held for profit or investment for more than
two years (whether or not connected with trade or
business) but excluded property held for personal use
or consumption by the taxpayer and family, stock in
trade, or property which could be included in inven-
tory. This definition was refined, with the addition
of exceptions, to its present description: any pro-
perty held by the taxpayer (whether or not connected
with a trade or business), except (1) stock in trade
or other property includable in inventory; (2) personal
property held primarily for sale to customers in the
course of the taxpayer's trade or business; (3) notes
or accounts receivable acquired in the ordinary course
of trade or business for services rendered or from
sale of stock in trade; (4) depreciable property used
in the taxpayer's trade or business (even though the
property may have been fully depreciated); (5) real
property used in the taxpayer's trade or business; (6)
a copyright, a literary, musical or artistic composi-
tion or similar property (but not a patent or inven-
tion) held by the taxpayer responsible for it; and (7)
certain Government obligations issued at a discount on
or after March 1, 1974, payable without interest, and
maturing at a fixed date not exceeding one year from
issue date.

The Internal Revenue Code also included a benefit
provision which provided "preferential" treatment to
other types of properties excluded from the definition
of capital assets. Code section 1231 allowed for the
grouping of gains and losses from certain business
property and certain other property types (such as
most breeding livestock, unharvested crops sold with
the land, and certain mineral rights) held for more
than six months (or nine months beginning in 1977).
All gains were grouped together and all losses were
similarly grouped. If the gains exceeded the losses,
long-terin capital gain or loss treatment was extended
to each gain and loss. If the gains did not exceed
the losses, ordinary income tax treatment was extended
to all transactions.

Figure B.--Gains and Losses From Sales of Capital Assets

[Number of returns are in thousands and money amounts are in millions of dollars]

Income year

1973 ......................................
1974 ......................................
1975 ......................................
1976 ......................................

1977 ......................................
1978 ......................................
1979 ......................................
1980.......................................

Total
number of
returns

(1)

8,742
7,983
7,575
8,519

8,736
8,711
8,642
8,929

Net gain
less loss

(2)

16,671
13,470
14,072
18,562

20,777
23,231
28,448
29,660

Net gain

Number of
returns Amount

(3)

6,438
5,310
5,061
6,081

6,346
6,605
6,616
6,974

(4)

18,201
15,378
15,799
20,207

23,363
26,232
31,331
32,723

Net

Number of
returns

(5)

2,304
2,673
2,513
2,437

2,390
2,107
2,026
1,956

oss

Amount

(6)

1,529
1,908
19727
1,645

2,587
3,001
2,883
3,064

NOTE: Detail may not add to total because of rounding.
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Description of Assets/Transactions

(Arranged in the Order of Table 2)

. Type of Asset/Transaction Brief Description
Internal Revenue

Code Section

Corporate Stock

Securities Other Than Corporate
Stock:

U.S. Government Obligations

State and Local Government
Obligations

Other Bonds, Notes, and
Debentures

Commodities, Including
Futures Contracts

Capital Gain Distributions

Share of Capital Gain or Loss

From Partnerships and Fiduci-
aries

Capital Gain Distributions

From Small Business Corpora-

tions

Liquidation Distributions

Lump-Sum and Other Retirement
Plan Distributions

Sale or Involuntary Conver-
sion of Certain Depreciable
Property:

Involuntary Casualty
Conversions

Stock in any corporation, and warrants. Excluded from this

-
classification for the purpose of this article, but included
in "Other Types of Assets," were stock options or privileges,
calls, puts, spreads, straddles, stock retired on liquidation
of a corporation.

Bonds, notes, and other evidences of,indebtedness f-s-suedby
the U.S. Government or its possessions.

Investments in obligations of State or U.S. possession, in-
cluding obligations of political subdivisions and the Dis-
trict of Columbia.

Securities issued by corporations, banks, insurance com-
panies, as distinguished from U.S. Government, State, and
local bonds.

Most sales or exchanges of crops or staples resulting from
an obligation to buy or sell a fixed quantity of a commodity
on a specific date at a fixed price. Except for a hedging

transaction, a'capital gain or loss resulted if the commod-
ity'-future was a capital asset-.

Long-term capital gains distributed or credited to stock-
holders in the form of cash or other property by regulated
investment companies.

Capital gains and losses realized by partnerships and from

fiduciaries and imputed to the partners and to beneficiaries,
respectively, who, in turn, reported their distributive
shares on their individual income tax returns.

Distributions from earnings and profits, reduced by the
special tax imposed at the corporate level, taxed directly
through each stockholder during any taxable year of an
electing Small Business Corporation.

Cash or other property received by a stockholder when a cor-

poration was liquidated.

Lump-sum payments to employees from a qualified annuity plan
or from an exempt trust which formed part of a pension,

profit sharing or stock bonus plan due to various reasons for
separation from service.

Depreciable business or nonbusiness property that was compul-
sorily converted into money or dissimilar property that
resulted in a gain or loss.

Involuntary Theft Conversions Depreciable business or nonbusiness property that was con-

I verted by theft, including larceny and embezzlement.

1236

_f212

1232

123 2(a) (2)

1233

852(b) (3) (A) .(D)

857(b)(3)(A), (B)

702, 665(d)

1375 (a)

301(c)(3)(A)

402 (a) (2)

1231

1231

Involuntary Conversions by Trade or business property (other than that converted due to 1231
.Other Than Casualty or Theft casualty~or theft) held for less than nine months. This

asset, which provided supplemental gain or loss from sales
or exchanges, was included because it was an integral part
of the gains and losses reported on the supplemental sched-
ule of gains and losses.
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Description of Assets/Transactions--Continued

(Arranged in the Order of Table 2)

33

Type of Asset/Transaction Brief Description
Internal Revenue

Code Section

Sale or Involuntary Conver-
sion of Certain Depreciable
Property--Continued

All Other Livestock, Except Cattle, hogs, horses, mules, donkeys, sheep, goats, fur- 1231
Poultry, Including Certain bearing animals (such as mink), and other mammals.
Livestock Used in Trade or
Business

Cut Timber Timber that was cut or contracted to be cut for sale or for 1231 (631)
use in taxpayer's trade or business.

Other Farm Land With Un- Farm land with unharvested crops that was sold (with no 1231(b)(4)
harvested Crop retention rights or options) or exchanged at the same time

and to the same person. Crops included fruit and nut trees.

Qualified Made ox Buzinezz Business Assets (either real property or depreciable prop- 1231
A.64etz and TAmizactionz Not erty) subject to capital gain or loss treatment that could
Et6ewheAe ctuzijied not be classified as a specific section 1231 asset type.

Qualified Gains on Non6aAm Depreciable personal property such as tangible machinery and 1245
Depteciabte Buzaezz and equipment and intangible patents and copyrights.
PvL6onat PxopeAty, Except
Cvitain Bwitdings

Qualified Gains on Othek Depreciable real property (such as buildings and their struc- 1250
Dep,teciabte Reat PupWy, tural components) and intangible real property (such as
Inctuding CeAtain BwUding.6 leases of land).

Qualified Gains on Falun Land "Farm recapture" property, other than livestock. This prop- 1251
With Unha.,Lve.6ted Cup erty, which included business property and unharvested

crops, necessitated the maintenance of an excess deductions
account.

Qualified Gains on Live6tock, Depreciable livestock used in farming, including race horses. 1251
Except PouttAy Uzed in Made Any gain from the sale of such livestock was reported as

o)L Bu6inezz ordinary income to the extent it was attributable to depre-
ciation after 1969. Any excess over the depreciation amount

was treated as capital gain.

Standing Timber Investment property held by the taxpayer that was sold and -

treated the same as the sale or exchange of any other capital

asset.

All Other Farm Land Farm land with expenditures for soil and water conservation 1252
(under section 175) and land clearing expenditures (under
section 182).

Oil and Gas Property Operating mineral interests in oil and gas wells or geother- 1254
mal deposits. Any excess gain over certain intangible drill-
ing and development costs was treated as capital gain.

Personal Residence Principal residence or the home in which the taxpayer lived. 1034

Nonbusiness Real Estate Unimproved real estate; rights-of-way on property; rental 1221(2)
property, and all other real estate other than reported as:

farm land with unharvested crop, other farm land, real
estate subdivided, residences, and business assets.

Prior-Year Installment Sales The classification used to capture deferred payments received
Proceeds from sales or exchanges of capital assets.

Other Types of Assets or Other assets (such as mortgages, nonbusiness bad debts,
Transactions life interest in estates, termination payments to employ-

ees, patents, and foreign currency conversions). Also
includes property which the taxpayer did not specifically
identify.

SOURCE: Internal Revenue Code of 1954 - Supplemental Report, Stati4ticZ o6 Income--1973, Sales of Capital

Assets Reported on Individual Income Tax Returns, Publication 458.
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Table l.--Number of Returns, Gross Gain and Gross Loss for Selected Asset Types, 1973 and 1977

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

1973

Asset.type

All returns, total ........................

Corporate stock.................................
Securities other than corporate stock...........
Commodities, including futures contracts ........
Capital gain distributions.......................
Share of capital gain or loss from partnerships
-and-fiduciaries ............................................... ......... _._

Sale or involuntary conversion of certain depre-
ciable property................................

Personal residence..............................
Nonbusiness real estate .........................
Prior-year installment sales proceeds ............

Number of
returns

(1)

7,373,211

2,561,659
1226,404

73,052
21,307,105

--735,105-

1975 464
795:237
579,536
860,694

Gross
gain

(2)

50,552,376

13,190,508
182,973

1,261,514
21,199,632

-3,875,272

3,361,760
5,454,478
4,085 245
4,920:209

Gross
loss

(3)

15,405,350

7,988,456
450,189

1,261,559
117 " 228

-1,101,621

457,528

200,883
. 4,551

Number of
returns

(4)

8,845,115

2,760,804
1371,140
101,414

1,540,638

--717,185

1858,114
1,460,678

637,472
572,433

1977

Gross
gain

Gross
loss

(5)

60,021,334

13,684,818
560,076

1,688,881
1,098,216

- 4,,844,618-

3,008,545
6,955,407
4,595,919
3,972,739

(6)

13,534,115

6,861,349
356,168

1,665,428
40,803

-562,317

444,134
. 24,731
176,720

7,708

'Data are overstated to the extent a taxpayer reported more than one type.of property included in this combined
category.

2Returns having only capital gain distributions (reported on line 34, page 2, Form 1040) were excluded from this

study of detailed transactions by asset type. These returns were estimated to number over 1.6 million with distri-
butions grossing over $6.6 million.

Table-2-- - -Retur'--Traii~sa:ctioiis-Sal:es-Price-;-and-Gross-Gain-oi-Loss-,-By-Asset-Type-,- 197-7er o ns, I

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

Asset type
Number of
returns

Number of
transactionsl

Sales
price

Gross
gain

Gross
loss

(2) (3) (4) (5)

All returns; total.............................. 8,845,115 22,989,445 235,337,415 60,021,334 13,534,115

Corporate stock........................................ 2 760,804 9,684,635 58.338,779 13,684,818 6,861,349

Securities other than corporate stock ................ 371,140 665,080 11,783,798 560,076 356,168

Commodities, including futures contracts ............. 101,414 307,165 17,876,635 1,688,881 1,665,428

Capital gain distributions ........................... 1,540,638 1,540,756 - 1,098,216 40,803

Share of capital gain or loss from partnerships and
fiduciaries......................................... 717,185 835,635 - 4,844,618 562,317

Capital gain distributions from Small Business Cor-
porations ............................................ 49,494 49,494 - .

267,257 1,665

Liquidation distributions............................ 41,067 57,068 - 931,551 14,015

Lump-sum and other retirement plan distributions..... 69,067 87,922 - 335,081 -

Sale or involuntary conversion of certain depreciable
property ............................................ 2858,114 1,388,725 6,288,879 3,008,545 444,134

Qualified gains on nonfarm depreciable business and
personal.property,,except certain buildings ......... 425,722 644,390 4,808,748 2,255,518

Qualified gains on other depreciable real property,
including certain buildings ....... g .................. 235,000 298,342 9,870,569 3,410,294

Qualified gains on farm land with unharvested crop
and livestock, except poultry, used in-trade or

business............................................. 2139,412 197,998 606,221 392,384 -

Standing timber ...................................... 92,600 100,951 695,399 602,549 335

All other farm land.................................. 1,350 1,362 43,718 29,673 -

Oil and gas property ................................. 1,395 1,837 88,195 74,537 -

Personal residence3
..................... o ............ 1,460,678 1,492,843 24,581,400 6,955,407 24,731

Nonbusiness real estate.............................. 637,472 738,616 15,462,834 4,595,919 176,720

Prior-year installment sales proceeds ................ 572,433 769,722 54,019,024 3,972,739 7,708

Other types of assets4...............................
1

2,075,276
1

4,126,904
1

30,873,217
1
11,313,268

1
3,378,741

I.Connotes sales, exchanges, involuntary conversions, and distributions of gain or loss from partnerships, fidu-

ciari
I
es, Small Business Corporations, retirement plans, and enterprise liquidations.

2Data are overstated to the extent a taxpayer reported more than one type of property included in this combined

category.
3The gain shown for sales of residences is the gross amount realized. Only a small part is taxable gain because

of
4:
the deferral and,exclusion provisions of the tax law relating to sales of. residences.

Other types of assets not elsewhere classified or transactions which were unidentified.

NOTE: Due to reporting:of more than.one asset type on most returns, the number of returns for "All returns,

-total" will be less than the sum of return totals for the specific asset type.
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Table 3.--Short-Term and Long-Term Transactions for Selected Asset Types, 1977

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

Asset type

All returns, total ........................................

Number of
returns

1,577,763

Number of
transactionsl

Short-term transactions

25,644,770

Gross
gain

Corporate stock.................................................
Securities other than corporate stock...........................
Commodities, including futures contracts ........................
Capital gain distributions ......................................
Share of gain or loss from partnerships and fiduciaries .........

Sale or involuntary conversion of certain depreciable property..

Personal residence4.............................................

Nonbusiness real estate.........................................
Prior-year installment sales proceeds ...........................

All returns, total........................................

Corporate stock.................................................

Securities other than corporate stock ...........................

Commodities, including futures contracts ........................

Capital gain distributions ......................................

Share of gain or loss from partnerships and fiduciaries .........

Sale or involuntary conversion of certain depreciable property..

Personal residence4 .............................................

Nonbusiness real estate.........................................

Prior-year installment sales proceeds ...........................

825,795
357,209
87,590

154,445

343,936
25,231
44,849
13,018

7,685,139

2,494,285
3333,808

18,926
1,540,638

681,190

3834,092
547,975
604,896
567,982

4,617,046

35

Gross
loss

5,226,641

3,021,280
130,327
279,600

154,445

256,670
25,391
49,474
20,367

1,336,387
79,631

956,98Z

284,128

29,476
420,233
183,817

24,881

1,505,517
112,208

1,296,792

184,033

53,426
4,024

22,054
(5)

Long-term transactions

216,426,254 55,404,287 8,307,474

6,663,355
534,753

27,565
1,540,756

681,190

1,332,055
2549,031
689,142
7499355

12,348,430
480,445
731,900

1,098,216
4,560,489

2,979,068
6,535,174
4,412,103
3,947,859

5,355,832
243,961
368,636
40,803

378,285

390,707
20,708

154,666
7,708

'Connotes sales, exchanges, involuntary conversions, and distributions of gain or loss from partnerships, fidu-

ciaries, Small Business Corporations, retirement plans, and enterprise liquidations.

2Excludes residence transactions where all gross gain was deferred or excluded. Therefore, the sum of short-

term and long-term transactions in this table is less than the total transactions shown in table 2. .

3Data are overstated to the extent a taxpayer reported more than one type of property included in this combined

category.
4
The gain shown for sales of residences is the gross amount realized. Only a small part is taxable gain because

of the deferral and exclusion provisions of the tax law relating to sales of residences. See also footnote 2.
5Less than $500.
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Table 4.--Number of Returns, Adjusted Gross Income, Income Tax, Transactions, and Gross Gain Less Loss, by Size of
Adjusted Gross Income for Returns With Selected Asset Types, 1977

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

Adjusted

Asset type and size of adjusted gross income,
Number of
ret r

eg
ross

income
Total
income

Number of
li

Gross gain
l l

I

u ns
less tax

onatransact ess oss

deficit

(1) (2) (3) (4) (5)
Total Assets

All returns, total .......................... 8,845,115 226,937,185 46,484,762 22,989,445 46,487,219

No adjusted gross income .......................... 184,945 -4,371,304 47,705 563,440 1,566,337
Under $10,000.....................................

_ _ _ _ ' _ _ _. .-
1,974,532

_ _ __ _ _
11,490,693

__ _ _ __
375,191

_ _ '_
3,992,260
_- -

5,062,006
--$1:O ,000 UndEi $20 'qOO . . .. ....................... .. 273 SFCF;1 7 6 S5 ,7,~5 ,85 6 3 ,4 6 0 C, 6 8 1,85 6 6,1679 548

$20,000 under $50,000 ............................. 3,462,877 103,954,650 16,716,778 9,361,304 149395,442
$50,000 under $100,000 ............................ 630,684 42,283,845 11,045,894 2,962,088 7,113,060
$100,000 under $500,000 ........................... 195,620 31,406,075 11,6719417 1,338,759 8vlO7,371
$500,000 or more................................... 6,281 6,427,370 .3,166,843 89,738 4,075,453

Corporate Stock

All returns, total.......................... 2,760,804 94,455,666 22,408,815 9,6849635 6,823,469

No adjusted gross income.......................... 20,282 -1,2169572 23,343 95,826 -31,705
Under $10,000 ..................................... 458,890 2,647,958 92,124 1,456,131 1 944
$10,000 under $20,000 ............................. 560,153 8,538,539 9359160 lv560,790 -111,006
$20,000 under $50,000 ............................. 1,287,901 409185,265 6,736,916 4,220,109 1,119,768
$50,000 under $100,000 ............................ 318,438 21,634,665 5,684,688 1,580,682 1,175,559
$100,000 under $500,000 ........................... 110,825 18,1639630 6,727,562 720,271 2,485,543
$500,000 or-more .................................... -4,315 4,502,183 29209,021 50,826- 2,184,367

Securities Other Than Corporate Stock

All returns, total .......................... 2371,140 219,U5,29j 25,874,082 665,080 203,908

No adjusted gross income.......................... 1,560 -325,278 8,192 5,902 -89
Under $10,000..................................... 47,590 279,016 10,116 52,563 1,034
$10,000 under $20,000............................. 46,215 668,907 73,638 70,209 600
$20,000 under $50,000............................. 169,828 5,2479103 939,696 296,392 71,501
$50,000 under $100,000 ............................ 69,178 4,811,849 1,274,468 1429164 68,295
$100,000 under $500,000........................... 34,346 6,OOlvO38 2,192,509 86,717 44,934
$500,000 or more.................................. 2,423 2,942,657 1,375,465 11,13i 17,636

Commodities, Including Futures Contracts

All returns, total .......................... 101,414 4,184,702 1,119,023 307,165 23,453

No adjusted gross income .......................... 1,439 -214,809 3,427 6,244 49,399
Under $10,000..................................... 14,910 73,272 4,232 16,858 -81,596
$10,000 under $20,000 ............................. 19,557 300,069 19,804 40,267 -49,551
$20,000 under $50,000 ............................. 42,154 1,299,606 185,614 128,803 -50,958
$50,000 under $100,000 ............................ 15,536 19065,303 263,378 66,119 -10,965
$100,000 under $500,000 ........................... 7,459 1,265,694 4579021 44,762 81,353
$500,000 or more................................... 359 395,567 1859546 4,112 85,772

Capital Gain Distributions

All returns, total.......................... 1,540,638 42,470,398 9,269,838 1,540,756 1,057,413

No adjusted gross income.......................... 119747 -355,636 .3,199 11,747 16,480
Under $10,000 ..................................... 325,036 1,9119105 67,521 325,036 146,466
$10,000 under $20,000 ............................. 426,602 6,415,706 707,181 426,602 227,821
$20,000 under $50,000 ............................. 609,006 18,600,623 33258,232 609,006 323,934
$50,000 under $100,000............................. 128,771 8,592,581 2,341,075 128,889 131,399
-$100,000 under $500,000 ........................... 38,339 6,143,394 2,322,523 38,339 109,167
$500,000 or more.................................. 1,137 1,162,625 570,108 1,137 102,145

Footnotes at end of table.
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Table 4.--Number of Returns, Adjusted Gross Income, Income Tax, Transactions, and Gross Gain Less Loss, by Size of

Adjusted Gross Income for Returns With Selected Asset Types, 1977--Continued

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

Asset type and size of adjusted gross income
Number of
returns

Adjusted

gross
income

less
deficit

Total
income
tax

Number of
transactionsi

Gross gain
less loss

(1) (2) (3) (4) (5)
Share of Gain or Loss From Partnerships

and Fiduciaries

All returns, total .......................... 717,185 31,112,894 8,606,434 835,635 4,282,301

No adjusted gross income .......................... 11,909 -1,208,376 22,548 14,591 222,014
Under $10,000 ..................................... 82,198 505,471 26,552 94,971 176,212
$10,000 under $20,000............................. 152,208 2,225,496 221,256 170,099 273,080
$20,000 under $50,000............................. 293,587 9,527,856 1,615,425 341,681 1,201,823
$50,000 under $100,000 ............................ 119,991 8,268,909 2,148,866 142,976 958,948
$100,000 under $500,000........................... 54,866 9,268,624 3,390,284 68,032 1,075,674
$500,000 or more .................................. 2,426 2,524,915 1,181,503 3,285 374,549

Sale or Involuntary Conversion of Certain
Depreciable Property

All returns, total .......................... 2858,114 214,874,849
2
3,080,217 1,388,725 2,564,411

No adjusted gross income .......................... -104,219 -1,432,516 13,178 209,063 237,748
Under $10,000 ..................................... 259,815 1,443,677 29,730 408,254 387,475

$10,000 under $20,000............................. 272,571 3,992,866 292,362 462,979 557,501
$20,000 under $50,000............................. 170,820 5,113,951 753,500 2359107 702,110

$50,000 under $100,000 ............................ 35,331 2,383,521 630,829 49,528 334,929

$100,000 under $500,000........................... 14,595 2,497,102 943,051 22,405 296,691

$500,000 or more .................................. 763 876,246 417,565 1,388 47,951

Personal Residence3

All returns, total .......................... 1,460,678 31,851,438 4,860,258 1,492,843 6,930,676

No adjusted gross income .......................... 9,938 -191,133 2,369 9,997 59,329

Under $10,000 ..................................... 334,168 1,949,595 54,240 340,037 1,520,042
$10,000 under $20,000............................. 416,948 6,414,940 576,993 429,945 1,983,833

$20,000 under $50,000............................. 634,527 18,209,019 2,618,280 646,789 2,626,319
$50,000 under $100,000 ............................ 53,970 3,541,445 877,700 54,728 516,874
$100,000 under $500,000........................... 10,902 1,704,925 619,473 11,116 212,083

$500,000 or more .................................. 225 222,647 111,202 231 12,194

Nonbusiness Real Estate

All returns, total .......................... 637,472 15,941,404 3,278,896 738,616 4,419,199

No adjusted gross income .......................... 8,564 -386,026 7,121 11,286 92,861

Under $10,000 ..................................... 175,677 1,087,577 32,388 212,018 872,187

$10,000 under $20,000............................. 164,447 2,518,203 240,321 172,079 620,292

$20,000 under $50,000............................. 231,425 6,846,699 1,074,923 265,647 1,646,482

$50,000 under $100,000 ............................ 42,084 2,812,956 715,936 55,655 650,154

$100,000 under $500,000........................... 14,675 2,395,540 883,129 20,975 440,388

$500,000 or more .................................. 600 666,456 325,077 956 96,834

Prior-Year Installment Sales Proceeds

All returns, total .......................... 572,433 16,131,058 3,755,251 769,722 3,965,031

No adjusted gross income .......................... 6,336 -274,704 5,570 8,834 79,498

Under $10,000 ..................................... 146,054 997,734 45,220 177,231 369,113

$10,000 under $20,000............................. 148,974 2,242,930 239,967 179,683 615,296

$20,000 under $50,000............................. 205,226 6,105,883 983,483 288,884 19150,367

$50,000 under $100,000 ............................ 46,330 3,116,990 862,756 80,115 673,124

$100,000 under $500,000........................... 18,783 3,172,021 1,224,290 33,725 749,813

$500,000 or more .................................. 730 770,204 393,966 1,250 327,820

lConnotes sales, exchanges, involuntary conversions, and distributions of gain or loss from partnerships, fidu-

ciaries, Small Business Corporations, retirement plans, and enterprise liquidations.
2Data are overstated to the extent a taxpayer reported more than one type of property included in this combined

category.
3The gain shown for sales of residences is the gross amount realized. Only a small part is taxable gain because

of the deferral and exclusion provisions of the tax law relating to sales of residences.
NOTE: Detail may not add to total because of rounding.
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.DATA SOURCES AND LIMITATIONS

Detailed data on capital asset transactions were
obtained from subsamples of the basic Statistics of
Income samples of individual income tax returns for
1973 and 1977 [3]. For 1973, approximately 112,000
returns were examined to select those which had one or
more capital asset transactions reported on Schedule
D, Capital Gains and Losses (Form 1040); Form 4797,
Supplemental Schedule of Gains and Losses; or Form
2119, Sale or Exchange of Personal Residence [4]. For
1977, a total of 117,000 returns were examined to
select those with capital asset transactions from the
same tax forms. There was one significant difference
In the return coverage for the two studies. For both
years, if a taxpayer did not have any transactions

A general description of Statistics of Income sample
procedures and limitations of the data are shown An
Appendix II at the end of this Bulletin.' Sampling
variability relating to the sales of capital asset
estimates for 1973 and 1977 are shown in the
coefficient of variation table below.

Coefficient of Estimated
Variation Number of Returns

1973 1977

2.6% 9,144,000 8,523,700
2.9 7,350, COO 6,851,400
3.0 6,868,200 6,402,200

- -other-than-capItal-gain_dis_trtbut_io_nq, that individual 4..O___3,,863,3OO_ -3.,.601, 300
could report such gain on Form 1040 and did not need
to file a separate Schedule D. Such returns were
excluded from the study for 1973, but were included
for 1977.

The estimates in this article are intended to
represent Individual income tax returns,- Forms 1040,
that had sales of capital assets whether in fact these
transactions resulted in a net gain or loss in adjusted
gross income. The. detailed data on capital asset
transactions were combined with other basic tax return
information (such as adjusted gross income, taxable
income, income tax before credits, total income tax,
and net capital gain or loss) for use in the tabula-
tions included in this article.

For both Tax Years 1973 and 1977, a capital loss
carryover -by- itself was -not considered transaction-
information;- there forei-returns-that-only-reported -a-
loss from a previous year on the Schedule D Were
omitted from the study. A return was counted as
having a transaction if there was at least one amount
reported for any of the following: gross sales price
cost or expense of sale, or gain (loss). Basically:
this was true whether or not all of these elements
were required to be reported for a particular asset
type. Certain asset types (capital gain and other
distributions) generally had no gross sales price or
cost reported. Certain types of transactions (defer-
red gain and breakeven) had details on gross sales
price and cost, but no gain or loss. For other trans-
actions, the taxpayer may have reported any combination
of elements in constructing a transaction. However,
since only- one element needed to be present for deter-
mining that a return had a sale or exchange, the
estimates are presumed to provide complete coverage of
all types of transactions.

Because the estimates are based on samples, they are
subject to sampling error. The return data were also

-subject to nonsampling error due to reporting idiosyn-
crasies as well as differences between form instruc-
tions and their interpretation by filers.

5.0 2,472,500 2,304,800
10.0 618,100 576,200
20.0 154,500 144,100
30.0 68,700 64,000
40.0 38,600 36,000
50.0 24,700 23,000

REFERENCES

[1] Additional information on returns with sales of
- capital assets reported - on- Schedule -D --and - the- -

components-of-net-capital-gain-or-net-capi-taI
loss included in adjusted gross- income can be
found in the annual publications of Statistics
of Income--Individual Income Tax Returns.

[2] A synopsis of the law pertaining to sales of cap-
ital. assets, 1913-1962, can be found in the §.~p-
p1eT2nLal Reeort, Statistics of Income--1962,
SaIes or Capital Assets Reported on Individual
Income Tax Returns. Major changes in the law
between 1963-1973 are explained in the Supple-
mental Report, Statistics of Income--1973-i Sales,
of Capital Assets Reported on Individual Income
Tax Returns.

[3] Information on the full SOI samples from which
the subsamples were drawn Is published in
Statistics of Income--Individual Income Tax
Returns for Tax Years 1973 and,1977.

(4] For a complete description of the subsample, see
Sueplemental Report, Statistics of Income--1973,
Sales or Capital Assets Reported on individual
Income Tax Returns.



Crude Oil Windfall Profit Tax, 1981

By Rashida Mal*

For the first time since the enactment of the
windfall profit tax, quarterly liability per barrel
has significantly decreased. The average windfall
profit tax dropped from $9.94 per barrel in the se-
cond quarter of 1981 to $8.55 for the third quarter,
a decrease of almost 14 percent.

This excise tax is generally levied on the
"windfall profit" generated by the phased decontrol
of oil prices. The windfall profit tax base is the
removal price per barrel (generally the price the oil
is sold for) less the adjusted base price (a set base
price adjusted by a quarterly inflation factor) and
the State severance tax adjustment.

The windfall profit, and therefore the windfall
profit tax liability, fluctuates largely with changes
in oil prices. These fluctuations have been espe-
cially apparent since the full decontrol of oil in
January 1981. For the second quarter of 1981, the
removal price rose 11 percent over the last quarter
of 1980, the adjusted base price remained about the
same, and the tax rose 43 percent. In contrast, the
removal price dropped by almost $2.00 per barrel from
the second to the third quarter of 1981, a result of
the excess supply of crude oil. Since the adjusted
base price increased at the same time, the result was
a significant decrease in the profit and tax.

The windfall profit tax liability is also affected
by adjustments made by the withholding agent. These
adjustments can result from under- or over-withhold-
ing or the net income limitation. Should any of
these occur, the depositing or withholding agent is

Components of Windfall Profit Tax Liability:

Averages per Barrel by Quarter Oil Removed

Dollars
40r-

0

20

10

Removal
Price

Adjusted
Base Price

Tax
Liability

I

responsible for correcting the error, to the extent
possible, by adjusting the amounts withheld in suc-
ceeding quarters. These adjustments may be positive
or negative. For example, for the quarter ending in
March 1981, total reported tax liability before ad-
justments was $7.0 billion. However, adjustments had
a net positive effect and liability after adjustments
rose to $7.2 billion. These positive adjustments were
largely due to 1980 year-end account balancing by
withholding agents. In June 1981, the tax liability
before adjustment rose to $7.2 billion; however, af-
ter adjustments, it amounted to somewhat less, $7.1
billion. Below is a summary of windfall profit tax
liability and adjustments by quarter since the
inception of the tax.

Windfall Profit Tax After Adjustments
(Millions)

Tax Before Tax After
Quarter Ending Adjustments Adjustments Adjustments

Total $31,511 $-1,152 $30,359

Mar. 1980 788 - 788
June 1980 2,842 -21 2,821
Sept. 1980 3,413 -88 3,325
Dec. 1980 3,918 -927 2,991
Mar. 1981 6,953 +242 7,195
June 1981 7,253 -107 7,146
Sept. 1981 6,344 -251 6,093

I I I
Mar. June Sept. Dec. Mar. June Sept.
so 80 80 80 81 81 81

Quarter Oil Removed

__
,
---.A

*Prepared under the direction of Michael Coleman, Acting Chief, Special Projects Section, 39
Foreign Statistics Branch



40

Tax liability
before

adjustments,
quarter ended
September 30,

1981

Table l.--Windfall Profit Tax Liability by Oil Tier and Tax Rate for the Quarter Ending September 1981,
Aggregate Components of Windfall Profit

[Money amounts are in thousands of dollars)

Oil tier and tax rate

All returns, total ........

R-efu-fff-s-with f&K-li:a-bilif-y-§1T5-wh-
by oil tier and tax rate, total

Tier one, other than Sadlero-
chit oil:
Taxed at 70 percent.........
Taxed at 50 percent..........

Tier one, Sadlerochit oil:
Taxed at 70 percent.........
Taxed at 50 percent.........

Tier two oil:
Taxed at 60 percent..........
Taxed at 30 percent.........

Tier three oil (taxed at 30
percent).: - -- - I --- - -

-Newly-discQvered-oil,.-.-.-.-.---
Incremental tertiary oil....
Heavy oil ...................

Total returns with components
not shown......................

Crude Oil Windfall Profit Tax, 1981

(1)

6,343,667

5,901,700

3,969,307
278,977

562,692
163

505,170
164,453

318,763
17,377
84,790

441,967

Number of
barrels
of oil
(000's)

(2)

686,198

686,198

325,002
30,363

118,971
57

57,069
35,566

81,559_
4,453

33,155

Returns with components of windfall profitl

Removal
value

(3)

21,401,446

21,401,446

10,737,351
1,037,844

2,711,411
1,237

1,899,923
1,191,014

2,826~747
153,232
842,684

Adj
u

ted
ba:e
value

(4)

11,060,854

11,060,854

4,812,695
461,062

1,767,777
852

1,02.1,876
631,721

__1,716,044
92,015
556,808

St
:ate

eve nce
tax

adjustment

(5)

588,232

588,232

272,236
33,732

139,787
57

42,520
25,055

67,058
3,481
4,301

Windfall
profit

(6)

9,752,366

9,752,366

5,652,420
- 543,050

.803,847
328

835,527
534,238

Tax
liability
before

adjustments

(7)

5,867,552

5,867,552

3,956;694
271,523

562,692
163

501.,315
160,273

lRepresents 90 percent of all returns tabulated and 92 percent of the-liability.

NOTE: Detail may not add to total because of rounding.

- -- ----- -- --1,043,645
57,736

281,575

~313,095_
17,321
84,472

Table 2.--Windfall Profit Tax Liability by Oil Tier and Tax Rate for the Quarter Ending September 1981.
Components of Windfall Profit, Average Dollars per Barrel

Returns with components of windfall pr

Oil tier and tax rate
Removal
price

(1)

All returns, total .................................

Tier one, other than Sadlerochit oil:
Taxed at 70 percent ...................................
Taxed at 50 percent ...................................

Tier one, Sadlerochit oil:
Taxed at 70 percent ...................................
Taxed at 50 percent ...................................

Tier two oil:
Taxed at 60 percent ...................................
Taxed at 30 percent ...................................

Tier three oil (taxed at 30 percent):
Newly discovered oil..................................
Incremental tertiary oil ..............................

Heavy oil .............................................

31.19

33.03
34.18

22.79
21.49

33.29
33.49

34.66
34.40
25.41

Adjusted
base
price

(2)

16.12

14.80
15.18

14.86
14.80

17.90
17

.
76

21.04
20.66
16.79

State
severance Windfall

tax profit
adjustment_

(3)

0.86

0.84
1.11

(4)

14.21

17.39
17.89

1.17
0.99

6.75
0.70

0.82
0.78
0.13

6.76
5.70

14.64
15.03

12.80
12.96
8.49

ofit

Tax
liability
before

adjustments

12.17
8.95

4.73
2.85

8.78
4.51

3.84
3.89
2.55
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Table 3.--Exempt Oil Volume by Tier and Category, Quarter Ending September 1981
(Barrels]

Total

(1)

Total ..........................

Exempt governmental interest .........

Exempt charitable interest ...........

Exempt Indian oil ....................

Exempt Alaskan oil ...................

Exempt front-end oil .................

19,520,560

17,292,863

934,035

1,143,300

342

150,019

Tier
one

(2)

14,478,350

13,325,208

468,513

591,933

92,655

Tier
two

(3)

3,178,642

2,495,898

264,782

407,138

10,822

Newly
discovered

oil

(4)

1,496,388

1,192,847

142,259

137,519

342

23,420

Tier three

Incremental
tertiary oil

41

Heavy
oil

(5)

176,923

125,381

51,152

137

253

(6)

190,256

153,528

7,328

6,571

22,829

NOTE: Detail may not add to total because of rounding.

DEFINITIONS

Brief definitions of the terms used in these tables
are given below.

Adjusted Base Price-For tier one and tier two oil
it is the base price multiplied by the inflation ad-
justment, which is derived from the "implicit price
deflator" published by the Department of Commerce.
For tier three oil the implicit price deflator is in-
creased by an additional 2 percent.

Adjustments to Liability-Corrections applied to
the current quarter's liaBlility in order to correct
over- and under-withholding in previous quarters.

Base Price-For tier one oil, the upper tier ceil-
ing price, as defined by Department of Energy price
control regulations, which would have applied to the
oil had it been produced and sold in May 1979, reduced
by 21 cents. For tier two and three oil, the base
prices were $15.20 and $16.55, respectively, adjusted
for grade and quality.

Crude Oil-The term applies only to natural crude
peTr-oleum and does not include synthetic petroleum,
such as oil f rom shale or tar sands. It does, how-
ever, include natural gas liquids treated as crude oil
under the June 1979 energy pricing regulations issued
by the Department of Energy.

Exempt Alaskan Oil.--Oil from a reservoir other than
the Sadlerochit reservoir that has been commercially
exploited by any well north of the Arctic Circle; and
oil produced north of the Alaska-Aleutian Range, and
at least 75 miles from the nearest point of the Trans-
Alaska Pipeline System.

Exempt Charitable Oil.--Oil produced from economic
interests held by charitable medical facilities and
educational institutions (as defined in Internal Reve-
nue Code section 170), if such interest was held on
January 21, 1980, and at all times thereafter; and oil
produced from interests held by a church on January
21, 1980, if, prior to January 22, 1980, the net pro-
ceeds of such oil were dedicated to the support of a
medical facility or educational institution.

Exempt Front-End Oil-Certain oil that the Depart-
ment of Energy deregulates to be used to finance a
tertiary recovery project (see Tier Three Oil, Incre-
mental Tertiary Oil). This category of oil is not in
existence due to the deregulation of all domestic oil
after January 28, 1981.

Exempt Governmental Oil-Oil produced from an eco-
nomic interest held by a State or political subdivi-
sion (including agencies and instrumentalities), the
net income from which is used for public purposes.

Exempt Indian Oil.--Oil produced from mineral inte-
rests held by or on behalf of Indian tribes or indivi-
duals on January 21, 1980, which is one of the follow-
ing: (a) production received by Indian tribes and in-
dividuals from Tribal Trust Lands. (the title to such
land is held by the United States in trust for the
tribes), (b) production from land or mineral interests
held by an Indian tribe eligible for services provided
to Indians by the Secretary of the Interior, or (c)
oil proceeds which are paid into the U.S. Treasury to
the credit of tribal or native trust funds pursuant to
law. This exemption also applies to production of any
Alaskan Native Corporation prior to 1991.

Net Income Limitation-The windfall profit on a
barrel of oil may not exceed 90 percent of the net
income attributable to the barrel.

Removal Price. --Generally, the price for which a
barrel of oil is sold. In some instances, a construc-
tive sale price is used.

Sadlerochit Oil.--Crude oil production from the Sad-
lerochit reser~o_ir in the Prudhoe Bay oil field in
Alaska.

State Severance Tax Adjustment.--A State severance
tax is a tax imposed by a State with respect to the
extraction of oil. The windfall profit is reduced by
the amount by which the severance tax exceeds that
which would have been imposed had the oil been valued
at its adjusted base price.

Stripper Oil-In general, oil from a property from
which the average daily production per well has been
10 barrels or less for any consecutive 12-month pe-
riod after 1972.
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Tier One Oil.--All domestically-produced crude oil
other than any oil classified in tiers two or three,
or explicitly exempted from the tax by the Act. This
includes the bulk of domestic oil from reservoirs pro-
ven to be productive before 1979.

Tier Two Oil.--Any oil which is from a stripper well
property within the meaning of the June 1979 Department
of Energy pricing regulations and oil from a U.S. eco-
nomic interest in a National Petroleum Reserve except
that oil classified as tier one and tier three oil.

Tier Three Oil, Newly Discovered Oil-Crude oil that
is

.
sold after May 31, 1979, and that is produced from

(1) an outer continental shelf area for which the lease
was entered into on or after January 1, 1979, and from
which there was no production in Calendar Year 1978 or
(2) an on shore property after Calendar Year 1978.

Windfall Profit-The excess of the removal price of
the barrel of oil over the sum of the adjusted base
price and the severance tax adjustment.

Tier Three Oil, Heavy Oil-All crude oil which is
(IT-produced from property which had a weighted ave-
rage gravity of 16.0 degrees or less on the American
Petroleum Institute (API) scale, corrected to 60 de-

-grees-Fahrenheit,-for-the--last-montb-o:F-prQduct ion,
prior to July 1979 or (2) oil f rom a property with a
weighted average gravity of 16.0 degrees API or less,
corrected to 60 degrees Fahrenheit, for the taxable
period.

Tier Three Oil, Incremental Tertiary Oil.--Produc-
ti.o-nin excess or a tiase level on a property on which
a qualified tertiary recovery project - (one which util-
izes one of several specific chemical, fluid or gase-
ous recovery methods to extract -oil not recoverable
using standard techniques) has been undertaken. The
non-incremental oil (i.e., the amount of production up
to the base level) remains in the otherwise applicable
tier.

REFERENCES

[1] See also Belal, Carol and Clark, Phil, "Windfall
Profit Tax Liability for 1980,11 SOI Bulletin
Volume 1, No. 2, pages 50-54.

[21 Joint Committee on Taxation (Staff), General
Explanation of the Crude Oil Windfall Profit Tax
Act Or 195U, U.S. Government Printing 0_fT1c_e_,7=
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Table l.--Individual Income Tax Returns: Selected Income and Tax Items for Selected Years, 1970-1980

[money amounts are in thousands of dollars)

Item 1970 1975 1977 1978 1979 1980
(Preliminary)

(1) (2) (3) (4) (5) (6)
Number of returns:

All returns..................... 74,279,831 82,229,332 86,634,640 89,771,551 92,694,302 93,616,278
Joint returns ................... 42,376,365 44,140,085 44,004,343 44,483,348 44,855,141 45,124,637

Sources of income:
Salaries and wages:
Number of returns ............. 66,965,659 73,520,046 77,345,927 80,278,349 83,200,646 83,653,341
Amount.. 531,883,892 795,399,462 969,403,997 1,090,291,855 1,229,251,389 1,345,004,185

Interest received:
-Number-of-returns ..... ......-. . -32-,630,-355- -40,378,240- -44.,005,.988 __46_10,7_41 L -A-Z, 885,069 48,938,320

Amount........................ 22,021,267 43,433,554 54,603,049 61,222,522 73,875,462 100,902,810
Taxable pensions and annuities:

Number of returns ............. 3,249,558 5,088,937 6,222,199 6,373 564 6,866,851 7,382,764
Amount ... 7,878,808 20,886,871 29,211,627 32,743:819 37,346,510 43,309,841

Dividends (after exclusion):
Number of returns ............. 7,729,939 8,853,491 9,202,378 9,425,819 9,881,105 10,647,455
Amount........................ 15,806,924 21,892,126 27,020,483 30,206,475 33,482,508 37,971,572

Net capital gain less loss:
Number of returns............. 7,962,663 7,574,823 8,736,065 8,711,086 8,641,573 8,793,953
Amount........................ 9,006,683 14,071,893 20,776,604 23,231,376 28,448,300 26,978,431

Business net income less loss:
Number of returns............. 6,159,985 7,242,542 7,774,555 8,194,375 8,562,834: 8,794,706
Amount........................ 30,554,201 39,421,478 49,451,961- 53,546,508 56,564,467 1 54,023,665

Total adjustments:
. .........

-
er of

-
returns ... .. 6,370,552 9,024,255 9,742,368 10,576,655 11,543,369 13,080,234. .

Amount ..........................
--

7,6651251- 15,101-1999- -19,329,363 -22,364,088- 24,778,484- 28,025,600
ReIndividual tirement grrange- -

ment:
Number of returns............. N/A 1,211,794 2,002,833 1,925,853 2,451,955 2,556,522
Amount ........................ N/A 1,436,443 2,457,708 2,497,307 3,198,788 3,411,184

Self-Employed Retirement (Keogh):
Number of returns............. 591,655 595,892 576,982 548,925 590,189 561,280
Amount........................ 847,692 1,603,788 1,834,734 1,804,243 2,029,300 1,964,847

Adjusted gross income............. 631,692,540 947,784,873 1,158,492,225 1,302,447,386 1,465,394,530 1,606,265,685
Exemptions:

Total number .................... 204,126,402 212,202,596 215,176,997 219,867,696 224,691,732 227,090,827
Number, age 65 or over .......... 8,904,331 9,937,208 10,480,724 10,996,804 11,322,713 11,835,374
Total amount....'

--***--**
127,531,204 159,140,845 161,382,748 164,900,772 223,891,529 226,777,532

Total deductions:
Number of returns ............... 73,862,448 81,585,541 81,856,462 85,473,429 87,202,857 88,259,551
Amount .......................... 120,549,755 233,181,778 276,170,902 304,282,120 332,957,555 360,638,144

Total itemized deductions:
Number of returns ............... 35,430,047 26,074,061 22,896,507 25,756,298 26,483,877 28,791,240
Amount .......................... 88,178,487 122,260,601 138,519,421 164,432,406 184,168,669 214,784,413

Medical and dental expense.... 10,585,749 11,422,312 11,006,536 12,203,983 12,915,626 14,832,253
Taxes paid .................... 32,014,673 44,141,289 51,974,887 59,506,835 60,674,905 68,820,527
Interest paid................. 23,929,477 38,885,282 47,825,469 60,681,144 74,427,045 89,407,610
Contributions ................. 12,892,732 15,393,331 17,266,462 19,691,249 22,210,838 25,399,664

Taxable income:
Number of returns ............... 59,593,598 65,852,602 81,674,633 85,280,660 86,932,978 87,891,993
Amount .......................... 401,154,285 595,492,866 938,968,454 1,062,190,322 1,157,247,646 1,273,558,005

Income tax before credits:
Number of returns ............... 59,596,755 65,854,734 68,694,798 73,087,283 74,243,824 75,961,955
Amount .......................... 82,138,617 132,452,044 172,111,669 203,803,653 220,099,516 254,211,495

Total tax credits:1
Amount .......................... 369,610 8,069,846 13,637,761 17,085,591 6,780,186 6,745,155

Credit for the elderly ........ 167,656 128,968 167,591 145,255 131,734 135,364
Residential energy credit ..... N/A N/A N/A 576,545 473,603 556,798
Earned income credit .......... N/A 252,141 145,581 152,934 495,500 450,829

Income tax after credits .......... 83,787,323 124,382,197 158,473,908 186,718,062 213,319,330 247,466,339
Additional tax for tax preferences 121,988 144,100 1,322,915 1,514,475 1,175,188 934,263
Total income tax:

Number of returns ............... 59,317,371 61,490,737 64,381,138 68,688,305 71,694,983 73,739,632
Amount ..........................

1
83,909,311

1
124,526,297

1
159,796,823

1
188,232,537

1
214,494,519

1
248,400,602

-

N/A - Not applicable.

IFor tax years 1975, 1977, and 1978, includes the personal exemption credit.

NOTE: Tax law changes have affected the comparability of the data. See the specific StatiStU.6 06 Income reports for

a description of those law changes.

SOURCE: St&tiAUcs o6 Income, IndividuaZ Income Tax Retwuu, appropriate years.
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Table 2.--Sole Proprietorship Returns: Selected Income and Deduction Items for Selected Years, 1970-1980

.1,

Item 1970 1975 1977 1978 1979 1980

(1) (2) (3) (4) (5) (6)

Total number of businesses ........... 9,399,653 10,881,969 11,345,616 12,017,953 12,329,982 12,701,597

Number with net income............. 6,675,680 7,385,833 7,748,976 8,254,536 8,330,818 8,215,438

Inventory, end of year ............... 12,153,615 17,164,511 19,148,274 21,822,890 24,074,447 24,052,000

Business receipts.................... 237,726,748 339,221,398 393,871,922 443,354,851 487,807,384 505,884,882

Total deductions ..................... 204,512,011 294,610,138 342,482,951 384,327,565 427,048,596 450,434,899

Cost of sales and operations ....... 133,526,775 185,745,453 211,918,200 218,590,325 229,441,138 237,154,342

Payroll ............................ 25,324,395 33,064,066 36,395,668 40,576,849 42,366,149 41,985,964

Taxes paid......................... 5,229,009 7,435,330 8,582,206 9,362,245 9,903,005 10,102,834

Interest paid ...................... 3,818,791 7,255,904 9,042,180 10,869,976 13,629,184 16,241,787

Depreciation ....................... 10,049,833 15,815,144 18,299,280 21,206,674 24,170,602 25,796,183

Pension and profit sharing plans ... 75,386 131,267 141,566 1299775 140,976 1469181

Net income less deficit .............. 33,214,737 44,611,260 51,388,971 59,027,286 60,758,789 55,449,987

Net income ......................... 39,335,180 57,272,242 66,571,503 75,329,052 80,277,325 80,306,493

Deficit ............................ 6,120,443 12,660,982 15,182,532 16,301,766 19,518,536 24,856,506

NOTE: Tax law changes have affected the comparability of the data. See the specific StatiZticZ oj Income

reports for a description of those law changes.

SOURCE: Stati.6tja o6 Income, Sote PAopLietouhip RetuAn6, appropriate years.

Table 3.--Partnership Returns: Selected Income Statement and Balance Sheet Items for Selected Years, 1970-1980

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

4

Item 1970 1975 1977 1978 1979 1980

(1) (2) (3) (4) (5) (6)

Total number of partnerships ........

-

936,133 1,073,094 1,153,398 1,234,157 1,299,593 1,379,653

Number with net income ............ 639,795 661,134 710,256 761,753 765,575 774,173

Number of partners .................. 3,697,818 4,950,634 6,079,860 6,121,455 6,954,767 8,788,519

Total assets........................ 116,752,751 235,468,301 296,098,262 353,699,180 447,130,068 597,503,923

Inventory, end of year .............. n.a. 11,985,431 n.a. 17,202,990 n.a. 33,218,272

Total receipts...................... 93,348,080 148,417,529 180,848,961 219,192,109 258,197,936 291,998,115

Business receipts ................. 90,208,834 142,505,781 171,424,236 207,731,266 242,653,710 271,108,832
Interest received ................. 942,304 2,477,173 3,102,538 4,346,928 7,246,203 10,869,323
Net gain, noncapital assets....... 121,505 359,566 611,861 957,426 980,769 1,101,630

Total deductions .................... 83,557,684 140,679,959 167,584,793 204,745,300 242,992,028 283,749,460

Cost of sales and operations ...... 46,040,874 64,672,843 75,853,364 87,217,203 102,096,671 113,885,668
Payroll........................... 12,276,160 17,074,875 19,964,455 22,252,594 26,092,084 29,332,417
Taxes paid........................ 3,159,258 5,770,918 6,914,357 7,364,870 8,328,583 9,553,145
Interest paid ..................... 4,470,206 12,097,100 13,455,385 16,022,804 21,275,551 28,362,385
Depreciation...................... 4,578,820 10,108,834 12,334,740 14,519,760 17,662,667 21,576,189
Pension and profit-sharing plans.. 84,956 190,127 251,395 260,432 311,926 384,955

Net income less deficit ............. 9,790,396 7,737,57G 13,264,168 14,446,809 15,205,908 8,248,655

Net income ........................ 14,419,124 22,431,931 28,929,500 33,689,343 40,000,896 45,061,756
Deficit ...........................

1
4,628,728

1
14,694,361

1
15,665,332

1
19,242,534

1
24,794.987

1
36,813,100

n.a. - Not available.
NOTE: Tax law changes have affected the comparability of the data. See the specific Statiztiu oj Income

reports for a description of those law changes.

SOURCE: Stati6tizz o6 Income, PaAtneuhip ReWm, for appropriate years.
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Table 4.--Corporation Income Tax Returns; Selected Balance Sheet, Income Statement,

and Tax Items for Selected Years, 1970-1979

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

Item 1970

(1)

Number of returns:
Total ............................
Number with net income...........

Small Business Corporation
returns .........................
Domestic International Sales
Corporation returns .............

_T6f-a assets................. ......

Inventories .......................

Investments in Government

obligations .....................

Net capital assets, except land..

Total liabilities...................

Short-term debt ..................
Long-term debt ...................

Net worth ...........................

Total receipts .....................

Business receipts ................

Interest on Government obliga-
- -

tions-
-Otlfer-interest .....................

Rents and royalties ..............

Net long-term capital gain

reduced by net short-term

capital loss....................

Net gain, noncapital assets ......

Dividends received from domestic

corporations ....................

Dividends received from foreign

corporations ....................

Total deductions ....................

Cost of sales and operations .....

Taxes paid .......................

Interest paid ....................
Contributions or gifts ...........

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

Net income less deficit ............

Net income.......................

Deficit.
Income subject to tax..............

Income tax-before creditsi .........

Tax credits, total .................

Foreign tax credit ...............
Investment credit ................

Income tax after credits ............
Additional tax for tax preferences..

Total income tax .....................

Distributions to stockholders
except in own stock...............

1,665,477
1,008,337

257,475

n.a.

-2763477067561~

190,401,642

196,625,390
552,838,384

1,882,295,401

170,884,261
362,700,303

752,411,163

1,750,776,503

1,620,886,576

9,687-
'
116

-6-l-,8837309
16,524,889

5,481,580
5,315,562

5,238,421

3,466,515

1,682,778,847

1,146,263,273
49,523,243
62,055,010

797,029
52,941,266

12,225,912

65,901,614
83,710,924
17,809,310
72,374,437
32,910,634

5,414,940
4,548,986
865,954

27,495,694
265,249

27,838,775

32,012,677

1975

(2)

2,023,647
1,226,208

358,413

6,431

-4F-,286-,556-,273

317,718,545

316,131,699

825,107,002

3,189,491,468

272,123,551
586,703,526

1,097,064,806

3,198,627,860

2,961,729,640

-17,264,405
--126iO34T505

26,932,271

8,364,523
7,757,287

8,818,282

5,467,726

3,052,674,597

2,129,928,467
81,530,302
129,307,921

1,202,130
86,295,664

26,526,129

142,636,826

169,483,336
26,846,510
146,589,287

65,769,822

26,452,791
19,987,724
6,459,746

39,317,031
156,740

39,691,517

45,224,392

1976

(3)

2,082,200
1,273,535

391,685

6,911

-4-,7207938-,6-70

350,644,363

357,135,346
899,491,662

3,513,621,209

279,666,019
638,277,006

1,207,317,461

3,635,471,982

3,370,399,288

- -20,498;676
-1-35T51-l-,998

30,518,787

9,675,290
8,891,674

11,968,994

7,491,448

3,448,882,876

2,416,628,161
92,983,860

135,056,207
1,487,408

93,761,989

31,354,998

185,419,106
210,406,400

24,987,294
183,471,529
82,793,852

33,445,419
23,578,926
9,152,712

49,348,433
192,933

49,846,396

54,644"375

1977

(4)

2,241,887
1,424,528

428,204

6,665

-573267389728-1

396,032,639

380,540,830
1,001,921,728

3,975,418,416

319,805,729
694,119,251

1,350,970,865

4,128,304,478

3,813,925,121

--22,177,902
-1-54-i491-,738

38,773,512

11,916,138
11,169,250

13,932,345

8,275,849

3,908,781,721

2,725,009,554
104,282,166
152,865,323

1,789,747
106,972,692

36,463,699

219,243,043
245,274,490
26,031,447

212,501,782
95,627,563

39,605,284
26,006,028

11,038,404

56,022,279
263,316

56,735,169

61,536,761

1978

(5)

2,376,779

1,523,648

478,679

7,208

-6-;014-;452-;008

442,652,820

403,628,383

1,115,564,447

4,519,695,153

380,851,818

780,536,053

1,494,756,856

4,714,602,615

4,353,704,519

25,381,7-12
_195-j479-i-301

38,164,761

14,679,876
.12,137,078

13,321,287

9,277,932

4,467,196,877

3,113,421,507
116,155,070
192,403,316

2,084,022
- 121,299,900

41,825,415~

246,867,473
274,519,7211
27,652,248

239,631,773
106,976,893

43,501,607
26,357,629
12,897,172

63,475,286
340,519

.64,386,838

70,294,349

1979

(6)

2,556,794
1,586,485

514,907

8,066

-6-;835-;056-;963

503,033,064

420,965,658
1,262,831,629

5,119,271,892

452,181,682
884,636,968

1,715,785,070

5,598,689,129

5,136,075,461

-- 30j380,747
-2-58,-924,-28-5--

40,302,778

19,958,44.7

15,378,796

16,824,708

12,713,087

5,598,689,129

3,709,672,825

127,751,719
261,277,331

2,288,334
138,061,915

46,506,098

284,615,731

321,649,761
37,034,030
279,376,063

118,860,300

54,159,276
36,827,331
14,634,672

64,701,024
432,649

65,887,759

86,613,794

n.a. - Not applicable

lConsists of normal tax, surtax, and alternative tax.

NOTE: Tax law changes have affected the comparability of the data. See the respective Stat'i'6tic'6 oJ Income reports

for a description of those law changes.

SOURCE: StatiAtiu o6 Income, CoApoAation Income Tax Retwuu, appropriate years.
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Selected Statistical Series

Table 5.--Gross Internal Revenue Collections: Amount Collected by Quarter and Fiscal Year, 1979-82

[Money amounts are in millions of dollars]

Quarter and fiscal year

1979

Total ....................

October 1978 to December 1978..
January 1979 to March 1979 .....
April 1979 to June 1979........
July 1979 to September 1979 ....

1980

Total......... ...........

October 1979 to(December 1979..
January 1980 to March 1980 .....
April 1980 to June 1980 ........
July 1980 to September 1980....

1981

Total ....................

October 1980 to December 1980..
January 1981 to March 1981.....
April 1981 to June 1981 ........
July 1981 to September 1981 ....

1982

Total (Year-to-date) .....

October 1981 to December 1981..
January 1982 to March 1982 .....
April 1982 to June 1982 ........

Total

(1)

460,412

91,796
108,284
149,817
110,515

519,375

105,947
122,422
166,827
124,179

606,799

118,804
143,899
196,970
147,126

488,204

137,570
154,128
196,506

Individual
income taxesl

(2)

251,546

49,563
60,070
82,684
59,228

287,548

58,899
68,723
91,480
68,447

332,850

67,081
77,467

108,600
79,702

271,307

71,526
85,930

113,852

Source of revenue

Corporation
income taxesl

(3)

71,448

14,745
14,124
28,304
14,275

72,380

14,894
15,074
28,360
14,051

73,733

14,527
14,844
29,204
15,158

53,735

15,898
14,722
23,115

Excise taxes2

(4)

19,050

4,983
4,468
49731
4,868

24,619

4,902
4,250
7,335
8,132

40,420

7,305
10,082
11,963
11,069

28,393

10,577
9,426
8,389

Employment
taxes3

(5)

112,850

21,154
28,237
32,775
30,684

128,330

25,755
32,850
38,036
31,689

152,886

28,193
39,878
45,510
39,304

128,569

37,654
41,751
49,165

47

Estate and
gift taxes

(6)

5,519

1,351
1,385
1,323
1,460

6,498

1,497
1,524
1,617
1,861

6,910

1,698
1,628
1,692
1,893

6,200

1,915
2,299
1,986

lConsists of amounts paid by individuals or corporations as estimated tax payments or amounts withheld by
employers prior to return filing, payments made with the return, and any subsequent payments.

2Consists of taxes imposed on selected products, services, and activities, such as those on alcohol and tobacco
products and the windfall profit tax on domestically produced crude oil.

3Composed largely of payroll taxes levied on salaries and wages, such as social security, railroad retirement,
and unemployment taxes.

NOTE: Detail may not add to total because of rounding.

SOURCE: Internal Revenue Service, Returns Processing and Accounting Division, Revenue and Accounting Branch.



APPENDIX II

GENERAL DESCRIPTION OF STATISTICS OF INCOME
SAMPLE PROCEDURES AND DATA LIMITATIONS

This appendix discusses typical sampling procedures
used in most Statistics of Income (SDI) programs. As-
pects covered briefly include sampling criteria,
selection techniques, methods of estimation, and samp-
ling variability. Some of the nonsampling error limi-
tations of the data are also described, as well as the
tabular conventions employed.

Additional information on sample design and data
limitations for specific SDI studies can be found in
the separate SDI publications (see References). More
technical information is available, upon request, from
the Statistics of Income Division.

SAMPLE CRITERIA AND SELECTION OF RETURNS

Statistics compiled for the SDI studies are general-
ly based on stratified probability samples of income
tax returns or other forms filed with the Internal
Revenue Service (IRS). The statistics do not reflect
any changes made by the taxpayer through an amended
return or by the IRS as a result of audit. The sam-
ples are based on such criteria as: principal busi-
ness activity; presence or absence of a schedule;
State from which filed; size of adjusted gross income
(or deficit) or largest of specific income (or loss)
items; total assets or size of business and farm
receipts.

The probability of a return being designated depends
on its sample class or stratum and may range from a
fraction of one percent to one hundred percent. Con-
siderations in determining the selection probability
for each stratum include the number of returns in the
stratum, the diversity of returns in the stratum, and
interest in the stratum as a separate subject of
study. All this is subject to constraints on the
allowable total cost or total sample size for the pro-
gram.
For most SDI studies, returns are computer desig-

nated based on the Taxpayer Identification Number
(TIN) which is either the Social Security Number (SSN)
or Employer Identification Number (EIN). In some
cases, the ending digits of each TIN are compared to a
set of numbers randomly selected for each sample
class. If the TIN ending digits are in the set, then
the return is designated for the sample. otherwise,
it Is not designated.

Alternatively, a fixed and essentially random number
is associated with each possible TIN. I f that random
number falls into a range of numbers specified for the
return's sample stratum, then it is designated.
otherwise, it is not.

Under either method of selection, the TIN's designa-
ted from one year's study are for the most part selec-
ted for the next study, so that a large proportion of
the new sample are repeaters. This longitudinal char-
acter of the sample design improves the estimates of
change from one study to the next.

METHOD OF ESTIMATION

In general, weighting factors are obtained by divi-
ding the computer count of returns filed for a sample
stratum by the actual number of returns secured for the
sample. These weighting factors are then used to in-

flate the sample results to total population levels.
During sampling, lists of the returns designated are
checked against the returns secured for the sample to
insure that the sample designated is the same as the
sample selected. Special searches are made for re-
turns not initially secured so that any bias from
nonresponse is minimal.

For the individual income tax returns sample,
weighting factors are computed for each sample class
within each Internal Revenue district, even though the
district is not used to designate the sample. This is
an example of post-stratified estimation and is used
to improve the estimates for the States. Usage of
post-stratified estimation is being studied for other
SDI studies.

SAMPLING VARIABILITY

The particular sample used in a study is only one of
a large number of possible random samples that could
have been selected using the same sample design. Es-
timates derived from the different samples would
usually vary. The standard error of the estimate is a
measure of the variation among the estimates from all
possible samples and is used to measure the precision
with which an estimate from a particular sample
approximates the average result of the possible sam-
ples. The standard error when added to and subtracted
from the estimate provides the upper and lower pre-
cision limits within which approximately two-thirds of
the estimates derived from similarly selected samples
would be expected to fall. Ninety-five percent of the
estimates would fall in an interval twice as large,
the so-called ninety-five percent confidence interval.

In SDI reports the standard error is not directly
presented. Instead, the ratio of the standard error
to the estimate itself is presented and expressed as a
percentage. This ratio is called the coefficient of
variation. The user of SDI data may multiply an es-
timate by its coefficient of variation to recreate the
standard error and to construct confidence intervals.

NONSAMPLING ERROR CONTROLS AND LIMITATIONS

Although the previous discussion focuses on sampling
methods and the limitations of the data caused by
sampling errors, there are other sources of errors
which may be significant in evaluating the usefulness
of SDI data. These include taxpayer reporting errors,
processing errors, early cut-off of sampling, etc.
More extensive information on nonsampling errors is
presented in SDI reports, when appropriate.

In transcribing and tabulating the information from
the returns or forms selected for the sample, checks
are imposed to improve the quality of the resultant
estimates. Missing entries are imputed during statis-
tical processing by utilizing other information on the
return and accompanying schedules. Data may be dis-
aggregated and recombined during editing to achieve
consistent statistical definitions. In the future,
SDI studies will make use of earlier returns of the
same taxpayer to check current data, for instance the
industry code. Also, research on better methods of
imputing missing data is being conducted.

49



so S01 Sampling Methodology

Quality of the basic data abstracted at the proces-
sing centers is controlled by a continuous sampling
verification system. In addition, the Statistics of
Income Division in the National Office conducts an
independent reprocessing of a small subsample of sta-
tistically processed returns as a further check. Prior
to tabulation, numerous computer tests are applied to
each return record to check for inconsistencies.

Finally, before publication, all statistics are re-
viewed for accuracy and reasonableness in light of
provisions of the tax laws, taxpayer reporting vari-
ations and limitations, economic conditions, compara-
bility with other statistical series, and statistical
techniques used in data processing and estimating.

TABULAR CONVENTIONS

REFERENCES

[I] Statistics of Income--1979, Individual Income Tax
Returns (see especially pages 163 to 166)

[2] Statistics of Income--1978-79, Co~2oration Income
__TTax Returns see especially pages 11 to I_9~

[3] Statistics of Income--1979, Partnership Returns.
(see especially pages 5 to 7)

[4] Statistics of Income--1979-80, Sole Proprietorship
Returns (see especially pages 5 to.8)

[5] Statistics of Income--1976-1979, International
Income and Taxes Foreign income ang-Taxes

____Reported-on-U7S x-Returns-(-ln-preparat-lon-)---
Estimates of frequencies and money amounts that are

considered unreliable, due to the small sample size on
which they are based, are noted by an asterisk (*) to
the left of the data item(s) in the tabulations. The
presence of -an asterisk indicates that the sample rate
Is less than 100 percent of the population and there
are fewer than 10 sample observations -available for
estimation purposes.

[61 Statistics of Income--1973, Sales of Cnital
Assets Reporfed on Individual Income Tax Returns
(see especially pages 17 to 20T

[71.Statistics of Income--1976, Estate Tax Returns
(see especially pages 11 to 12)

A dash in place of a frequency or amount indicates [8] Statistics of Income--1974-1978, Private Founda-
that no sample return had that characteristic. In ad- tions (see especially pages 9 to 16)
dition, a dash in place of a coefficient of variation
for which there is an estimate indicates that all re-
turns contributing to the estimate were selected at the
100 percent rate.

Whenever a weighted_fre uency:in a-data -cell is.-less-
than '30_ the estimate is either combined with other.
cells-or del7et~e_d_i_n_drdEr_t-o-avoi`d-di_sclo&u_reof in---
formation about individual taxpayers or businesses.
These combinations and deletions are indicated by a
double asterisk
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