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SUMMARY 
 
This bill would allow taxpayers to exclude from gross income 50 percent of a capital gain.  
 
SUMMARY OF AMENDMENTS 
 
The May 5, 2010, amendments revised the operative date from “taxable years beginning on or 
after January 1, 2012, and before January 1, 2015," to “taxable years beginning on or after 
January 1, 2013, and before January 1, 2016.”  In addition, the repeal date was revised from 
December 1, 2015, to December 1, 2016. 
 
Except for the “Effective/Operative Date” and “This Bill” discussions, the remainder of the 
department’s analysis of the bill as introduced on February 24, 2010, still applies.  The 
“Arguments/Policy Concerns” discussion from the department’s analysis of the bill as introduced 
on February 24, 2010, has been provided for convenience.  
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SUBJECT: Exclusion/50 Percent Of Gain From Sale Or Exchange Of Capital Asset Held More 
Than 3 Years 

 
 

DEPARTMENT AMENDMENTS ACCEPTED.  Amendments reflect suggestions of previous 
analysis of bill as introduced/amended                                     . 

 X AMENDMENTS IMPACT REVENUE.  A new revenue estimate is provided. 
 

 
AMENDMENTS DID NOT RESOLVE THE DEPARTMENTS CONCERNS stated in the 
previous analysis of bill as introduced/amended                                        . 

  FURTHER AMENDMENTS NECESSARY. 
  DEPARTMENT POSITION CHANGED TO                                        . 
 

X 
REMAINDER OF PREVIOUS ANALYSIS OF BILL AS INTRODUCED 
February 24, 2010, STILL APPLIES. 

 X OTHER – See comments below. 
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PURPOSE OF THE BILL  
 
According to the author’s staff, the purpose of the bill is to encourage investment in California and 
stimulate growth during the severe economic downturn. 
 
EFFECTIVE/OPERATIVE DATE  
 
As a tax levy, this bill would become effective immediately and specifically operative for taxable 
years beginning on or after January 1, 2013, and before January 1, 2016.  In addition, the 
provisions of this bill would only apply to capital assets purchased on or after the effective date 
and held for more than three years.  The provisions added by this bill would be repealed by their 
own terms on December 1, 2016. 
 
POSITION 
 
Pending. 
 
ANALYSIS  
 
THIS BILL 
 
For taxable years beginning on or after January 1, 2013, and before January 1, 2016, this bill 
would amend Personal Income Tax Law and Corporate Tax Law by allowing a  
50 percent exclusion from gross income for any net capital gain from the sale or exchange of 
capital assets acquired after the effective date that are held for more than three years. 
 
ECONOMIC IMPACT  
 
Revenue Estimate 
 
 

Estimated Revenue Impact of SBX6 10  
Operative for Taxable Years Beginning On or After January 1, 2013  

and Before January 1, 2016.  Assumed Enactment After June 30, 2010 
($ in Millions)  

2010-11 2011-12 2012-13 2013-14 2014-15 

-$0 -$6 -$77 -$525 -$1000 
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ARGUMENTS/POLICY CONCERNS  
 

1. Existing federal and state laws provide for an alternative minimum tax, commonly called 
AMT, which ensures that taxpayers with substantial economic income and credits, 
deductions, and other preference items do not completely escape taxation.  Legislation 
creating the federal and state exclusion of gain from the sale or exchange of small 
business stock includes a tax preference item for a portion of the excluded income.  
Similar treatment of the exclusion proposed by this bill would maintain fairness in the tax 
system. 

 
2. As introduced, the bill would allow investments in other states to qualify for the 50 percent 

exclusion.  If the author’s intent is to encourage investment in California, it is suggested 
that the bill be amended to provide such a limitation.  Alternatively, adding a requirement 
that would allow the exclusion only for properties located in California may be subject to 
constitutional challenge under the Commerce Clause of the United States Constitution.   

 
3. It appears this bill’s 50 percent exclusion could be applied in addition to the small business 

stock or personal residence capital gain exclusions.  If this was not the intent of the author, 
amendments are necessary.   
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