Sales of Capital Assets, 1973 — 1980

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 some 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.
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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.

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.
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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.
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HOLDING PERIGD

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
months" to "more than nine months." Therefore, for
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 tramsactions, including
futures contracts, which continued to be regulated
under’ the prior holding peried rule of 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.

LAW CHANGES

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

~—months for~application of “long-teim tTeatment.

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.

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

.

19777 The exception to this change was for 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 1978 (and
going__back. to_ 1942), 50_ percent__of__net__long-term
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

. Securities other
Period held Corporate stock than corporate All other assets
stock
1973 1977 1973 1977 1973 1977
(1) (2) (3) (4) (5) (6)
Under 4 mONERS. . uvrvesurnenranans et 17.6 17.0 22.6 9.5 5.0 9.8
4 through 6 MONthsS. ... iieesrreseacrsecneescessacanss 8.2 . 7.9 4.7 4.2 1.8 3.2
7 through 9 MONthS. . ceeseeeerreseceronsocscscesacnsne 7.6 4.9 3.2 3.6 1.9 3.1
10 through 12 monthS..seeeesreeeeeressccerseaossaannnn 5.7 7.2 3.5 4.4 2.3 3.3
13 through 15 mOnthS...seeeeeeeeececoncssnescessnanes - 4.2 4,2 3.8 3.4 1.5 1.5
16 mONths OF MOT@. . uviivesreessoerosonneneassasasonas 47.0 51.9 51.2 68.6 45.4 42.9
Period held not determinablel.........vevvrvencanenns ; 9.7 7.0 10.9 6.3 42.3 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 peridd.

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."

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

[Number of returns are in thousands and money amounts ar
R ——

BACKGROUND AND DESCRIPTION OF ASSETS

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; ()
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-term 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.

e in millions of dollars]

‘ Net gain Net loss
Total Net gain
Income year number of less loss Number of Number of
returns returns Amount returns Amount
(1) (2) (3) (4) (3) (6)
8 8,742 16,671 6,438 18,201 2,304 1,529
D 7,983 13,470 5,310 15,378 2,673 1,908
1975, e iiiiiinennnnns ceessnss ceeessssasans 7,575 14,072 5,061 15,799 2,513 1,727
1976, ieieiriinnnnnnnnnn, cevenes secesasesen 8,519 18,562 6,081 20,207 2,437 1,645
D 8,736 20,777 6,346 23,363 2,390 2,587
- teeesseassrana ceesessane . 8,711 23,231 6,605 26,232 2,107 3,001
L seececesesenens 8,642 28,448 6,616 31,331 2,026 2,883
1980...cveveiniinennnnns ereseans seessasns 8,929 29,660 6,974 32,723 1,956 3,064

NOTE: Detail may not add to total because of rounding.
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Description of Assets/Tramnsactions
(Arranged in the Order of Table 2)

—_—

Type of Asset/Transaction

map—
e

Brief Description

Internal Revenue
Code Section

holders in the form of cash or other property by regulated
investment companies.

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

Share of Capital Gain or Loss
From Partnerships and Fiduci-
aries

Capital gains and losses realized by partnerships and from
fiduciaries and imputed to the partners and to beneficiaries,
respectively, who, in turn, reported their distributlve
shares on their individual income tax returns.

702, 665(d)

Capital‘Gain Distributions Distributions from earnings and profits, reduced by the 1375(a)
From Small Business Corpora- special tax imposed at the corporate level, taxed directly
tions through each stockholder during any taxable year of an
electing Small Business Corporation.
Liquidation Distributions Cash or other property received by a stockholder when a cor- 301(c) (3) (A)
poration was liquidated.
Lump-Sum and Other Retirement Lump-sum payments to employees from a qualified annuity plan 402(a) (2)
Plan Distributions 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.
Sale or.Involuntary Conver-
sion of Certain Depreciable
Property:
Involuntary Casualty Depreciable business or nonbusiness property that was compul-| 1231
Conversions 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- 1231
: verted by theft, including larceny and embezzlement.
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. )

Corporate Stock Stock in any corporation, and warrants. Excluded from this 1236
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 u
of a corporation.
Securities Other Than Corporate
Stock:
U.S. Government Obligations Bonds, notes, and other evidenceg.of.indebtedness issued by 1232
the U.S. Government or its possessions.
State and Local Government Investments in obligations of State or U.S. possession, in- 1232
Obligations cluding obligations of political subdivisions and the Dis-
trict of Columbia.
Other Bonds, Notes, and Securities issued by corporations, banks, insurancé com-— 1232(a)(2)
Debentures panies, as distinguished from U.S. Government, State, and
local bonds.
Commodities, Including Most sales or exchanges of crops or staples resulting from 1233
Futures Contracts 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 1f the commod-
ity future was a capital asset. - - e RS FE : e
Capital Gain Distributions Long-term capital gains distributed or credited to stock- 852(b) (3) (A) ,.(D)
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Description of Assets/Transactions--Continued
(Arranged in the Order of Table 2)
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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 Taade on Business Business Assets (either real property or depreciable prop- 1231
Assets and Transactions Not erty) subject to capital gain or loss treatment that could
Elsewhere classified not be classified as a specific section 1231 asset type.

Qualified Gains on Nongaum Depreciable personal property such as tangible machinery and 1245

Depreciable Business and equipment and intangible patents and copyrights.

Personal Property, Except v

Centain Buildings

Qualified Gains on Other Depreciable real property (such as buildings and their struc- | 1250

Depreciable Real Property, tural components) and intangible real property (such as

Including Centain Buildings leases of land).

Qualified Gains on Faum Land “"Farm recapture" property, other than livestock. This prop- | 1251

With Unharvested Chop erty, which included business property and unharvested
crops, necessitated the maintenance of an excess deductions
account. ’

Qualified Gains on Livestock, Depreciable livestock used in farming, including race horses. | 1251

Except Poultny Used 4in Thade Any gain from the sale of such livestock was reported as

on Business 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).

011 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
Proceeds

The classification used to capture deferred payments received
from sales or exchanges of capital assets.

Other Types of Assets or
Transactions

Other assets (such as mortgages, nonbusiness bad debts,
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:

Assets Reported on Individual Income Tax Returns, Publication 458.

Internal Revenue Code of 1954 - Supplemental Report, Statistics of Income--1973, Sales of Capital
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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 1977
Asset. type Number of Gross Gross Number of Gross Gross
returns gain loss returns gain loss
(€8] (2) (3 (4) (5) (6)

All returns, total........ceiereininnnn . 7,373,211] 50,552,376}15,405,350| 8,845,115}60,021,334 13;534,115
Corporate StOCK....eouvensens Cieaereriasreesanen 2,561,659 | 13,190,508} 7,988,456| 2,760,804]13,684,818| 6,861,349
Securities other than corporate stock........... 1226,404 182,973 450,189 1371,140 560,076 356,168
Commodities, including futures contractS........ 73,052 1,261,514| 1,261,559 101,414] 1,688,881| 1,665,428
Capital gain distributions........... eereeeene ?1,307,105 | 21,199,632 117,228| 1,540,638| 1,098,216 40,803
Share of capital gain or loss from partnerships

and-fiduciaries ..., feeraceteratatereraresararaiars ferarerenate «|-~-735,105.}—3,875,2724-1,101,621|—-717,185]- 4,844,618 ._562,317.
Sale or involuntary conversion of certain depre-

Ciable ProOPerLY.c.ieeeeressenceoencsaranocennse 1975,464 { 3,361,760 457,528 1g58,114] 3,008,545 444,134
Personal residencCe....cieeceeveeceocnscnns N - 795,237 5,454,478 . -1 1,460,678} 6,955,407 - 24,731
Nonbusiness real estate.....iceeeeeenns N 579,536 | 4,085,245 200,883 637,472} 4,595,919 176,720
Prior-year installment sales proceeds........... 860,694 4,920,209 . 4,551} . 572,433} 3,972,739 7,708

1Data are overs;ated to the extent a iaxpayer reported more than one type of property included in this combined
category. : ’ ’ N - R '
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.
butions grossing over $6.6 million.

Table 27==Number of Returiis, Transactions; Saleés Price;and—Gross-Gain—or-Loss; By Asset-Type; 1977

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

These returns were estimated to number over 1.6 million with distri-

Asset type Number of Number of Sales Gross Gross
returns [transactionsl price gain loss
(1) (2) (3) (4) (5)

All returns; total,......ccierieinriennoanan .. 8,845,115| 22,989,445 | 235,337,415 60,021,334 | 13,534,115
Corporate stock....eeo.. s eseeeearrenresserenan . 25760,804 9,684,635 | 58,338,779| 13,684,818 | 6,861,349
Securities other than corporate StoCK......c.eveeenes 371,140 665,080 11,783,798 | 560,076 356,168
Commodities, including futures contractS......ccceess 101,414 307,165 17,876,635 1,688,881 1,665,428
Capital gain distributionsS.....eceeeenrerenccsrcscsne 1,540,638 1,540,756 -1 1,098,216 40,803
Share of capital gain or loss from partnerships and

fiduciaries. . ceieiereiienensonvenrsnnscesararsonsees 717,185 835,635 -| 4,844,618 562,317
Capital gain distributions from Small Business Cor-

porations........: eereaieeaaas e PR 49,494 49,494 - 267,257 1,665
Liquidation distributions......eceeveeenscsrenceneens 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....... Cederesensesareasacesersaessanronanas 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........ eaaen e veeeen . 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 )

DUSINESS. e veeerererossasosansssncnsacs heerasenns . 2139,412 197,998 606,221 392,384 -
Standing timber......eeeeccernsrsencsncnne seeerreeaee 92,600 100,951 695,399 602,549 335
All other farm land......ccoucvees vrieseneenena . . © . 1,350 1,362 43,718 29,673 -
0il and gas property..ceesecssces eeeseceaenene vee 1,395 1,837 88,195 74,537 -
Personal residence”...cecvesnses teteseseieses P 1,460,678| 1,492,843 24,581,400| 6,955,407 24,731
Nonbusiness real estate.....coeeseesee ebseneenaen . 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 assets”.....cicveeceencccnnns . ves 2,075,276 4,126,904 | 30,873,217| 11,313,268| 3,378,741

1Connotes sales, exchanges, involuntary conversions, and distributions of gain

ciaries, Small Business Corporations, retirement plans, and enterprise liquidations. i
ed more than one type of property included in this ‘combined

2pata are overstated to the extent a taxpayer report

category.

The gain shown for sales of residences is the gross amount realized.
the tax law relating to sales of residences.
Other types of assets not elsewhere classified or tramsactions which
Due to reporting-of more than one asset type on most returns,

of the deferral and exclusion provisions of

NOTE:

were unidentified. .
the number of returns for "All returms,

total" will be less than the sum of return totals for the specific asset type.

ot'loss from partnerships, fidu-

Only a small paft is taxable gain because
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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 Number of Number of Grofs Gross
returns transactions! gain loss
Short-term transactions

All returns, total...eeeiiercterenscsenssancensaoronannans 1,577,763 25,644,770 4,617,046| 5,226,641
COrporate SEOCK..eeveveeeeseeasenossosassosssacnsoscssavncnsenns 825,795 3,021,280 1,336,387| 1,505,517
Securities other than corporate StoCK....eeeveevessscncneascssns 357,209 130,327 79,631 112,208
Commodities, including futures contracts........ceeeececscncncas 87,590 279,600 956,982 1,296,792
Capital gain distributions......c.ceeeceercecrancnosanssoscnsocas - ’ - - -
Share of gain or loss from partnerships and fiduciaries......... 154,445 154,445 284,128 184,033
Sale or involuntary conversion of certain depreciable property.. 343,936 256,670 29,476 53,426
Personal Tesidence? . ..v.eeeeeerecoasncosnssrctvenscaosessassosnns 25,231 25,391 420,233} 4,024
Nonbusiness real eState....ceceveercnsacssesaossossnsosvennscsssssns 44,849 49,474 183,817 22,054
Prior-year installment sales proceedS......eccvecesceccorscncenss 13,018 20,367 24,881 (%)

Long-term transactions

All returns, total...eeecveretosacosocsosscnassnoncscessos 7,685,139| 216,426,254 | 55,404,287} 8,307,474
Corporate SLOCK. . cveeveesesesnssocsoccnrnosasssnssasssscnsancas 2,494,285 6,663,355 12,348,430 5,355,832
Securities other than corporate StoCK...eoeeecerscecaorssocrsnss 3333,808 534,753 480,445 243,961
Commodities, including futures contractsS.....ceeeesssesscoccsnns 18,926 27,565 731,900 368,636
Capital gain distributionsS....ceveernrececiccesnsnescsrcnsosnas 1,540,638 1,540,756 1,098,216 40,803
Share of gain or loss from partnerships and fiduciaries......... 681,190 681,190 4,560,489 378,285
Sale or involuntary conversion of certain depreciable property.. 3834,092 1,332,055 2,979,068 390,707
Personal residenced..ceesicisesseccsccnccsccssssssaarsencsccnsos 547,975 2549,031 6,535,174 20,708
Nonbusiness real eStat@...cceeiessocncsoncassssssosssssssonsnnss 604,896 689,142 4,412,103 154,666
Prior—year installment sales proceedS.....cecececsrecesanscncnes 567,982 749,355 3,947,859 7,708

1Connotes sales, exchanges, involuntary conversions, and distributions of gain or loss from partnerships, fidu-
ciaries, Small Business Corporations, retirement plans, and enterprise liquidations.

2Fxcludes residence transactions where all gross gain was deferred or excluded.

term and long-term transactions in this table is less than the total transactions shown in table 2.
3pata are overstated to the extent a taxpayer reported more than one type of property included in this combined

category.

The gain shown for sales of residences is the gross amount realized.
of the deferral and exclusion provisions of the tax law relating to sales of residences.

5Less than $500.

Therefore, the sum of short-

Only a small part is taxable gain because
See also footnote 2.
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Table 4.,--Number of Returns, Adjusted Gross Income, Income Tax, Transéctions, 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
gross Total
Asset type and size of adjusted gross income Number of income income Number of 1 Gross gain
- returns 1 transactions less loss
ess tax
deficit
(€] (2) 3) &) )
Total Assets

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

No adjusted gross income..........cvvenrennsnnnnns 184,945 -4,371,304 47,705 563,440 1,566,337

Under $10,000. . 00ttt incncnrasosnsensancnnnsnsnnns 1,974,532 11,490,693 _375,191° 3,992,260 5,062,006

T T T$10,000Tunder $205000. 0, . s e e s e e e ey 2,390,176 35,745,856 3,460,932 4,681,856 6,167,548

- $20,000 under $50,000...0.00eeruncennennns RPN 3,462,877 | 103,954,650| 16,716,778 9,361,304 14,395,442

$50,000 under $100,000. .. .40 00cvercencnccoennnans .. 630,684 | 42,283,845] 11,045,894 2,962,088 7,113,060

$100,000 under $500,000. .. .ccccrrncencercccncnnnens 195,620 | 31,406,075| 11,671,417 1,338,759 8,107,371

$500,000 OF MOTE..vueveererasoseseosoernnnnnns .o 6,281 6,427,370| 3,166,843 89,738 4,075,453

) Corporate Stock

All returns, total.......cocterrnenennnnnoas 2,760,804 | 94,455,666 22,408,815 9,684,635 6,823,469

No adjusted gross INCOME.::sisrrevessnssoasoansons 20,282 -1,216,572 23,343 95,826 -31,705

Under $10,000...... s eesrsteescsssssscanasaasoans 458,890 2,647,958 92,124 1,456,131 . 944

$10,000 under $20,000...000ivtvrerencnncnnncecnons 560,153 8,538,539 935,160 1,560,790 -111,006

$20,000 under $50,000. ... 00ieeeesescncnncacannonn 1,287,901 40,185,265| 6,736,916 4,220,109 1,119,768

$50,000 under $100,000....0000verceaccnvcccncnnens 318,438 21,634,665 5,684,688 1,580,682 1,175,559

$100,000 under $500,000......ciccccnnceccancnnnans 110,825 18,163,630 6,727,562 720,271 2,485,543
$500,000 or more........ ee e eses e deeaaarensaaan - -4,315| - 4,502,183} 2,209,021 | - 50,826- 2,184,367 -

T Securities Other Than Corporate Stock - . _

All returns, total....ivreerrerancancennanns 2371,140{ 219,625,291 25,874,082 665,080 203,908

No adjusted gross iNCOME.....vieeveeveccccancnonsns 1,560 -325,278 8,192 5,902 -89

Under $10,000......ciitierenncscsoscnncannsaasanas 47,590 279,016 10,116 52,563 1,034

$10,000 under $20,000...00c0eercrcccssscnnrnancass 46,215 668,907 73,638 70,209 600

$20,000 under $50,000.....cccciernnccanscccacncens 169,828 5,247,103 939,696 296,392 71,501

$50,000 under $100,000....0cccvencsncianccasaaanas 69,178 4,811,849 1,274,468 142,164 68,295

$100,000 under $500,000...0000vcnvesercnncsnsarsas 34,346 6,001,038 2,192,509 . 86,717 44,934

$500,000 OF MOTE@.iiurerseosscotsssasosoasansasannns 2,423 2,942,657 1,375,465 11,133 17,636

Commodities, Including Futures Contracts ‘ )

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

No adjusted gross iNCOME...e.vcereesnssnsnnscscnss 1,439 ~214,809 3,427 6,244 49,399

Under $10,000.. .0 00teccerrcnncrsorasnscoansasonns 14,910 73,272 4,232 16,858 -81,596

$10,000 under $20,000........... et ecaseserrnens 19,557 300,069 19,804 40,267 -49,551

$20,000 under $50,000...0000ererrccivennascansansns . 42,154 1,299,606 185,614 128,803 ~-50,958

$50,000 under $100,000....cc0cvrececevcaanans oo 15,536 1,065,303 263,378 66,119 +10,965

$100,000 under $500,000....0c0cueecccnonencscansnn 7,459 1,265,694 457,021 44,762 81,353

$500,000 OF MOTEC.vivscrencscerssscessseassossssens 359 395,567 185,546 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...vvvssserstesscvoccsncos 11,747 ~-355,636 3,199 11,747 16,480

Under $10,000.....0c000cuccens esesssasee ceeees e 325,036 1,911,105 67,521 325,036 146,466

$10,000 under $20,000....0ccvceccroccnncconsonanns 426,602 6,415,706 707,181 426,602 227,821

$20,000 under $50,000....00ccecececccosacscsansonns 609,006 18,600,623 3,258,232 609,006 323,934

$50,000 under $100,000....000ccitcorsencacacssnans . 128,771 8,592,581 2,341,075 128,889 131,399

*$100,000 under $500,000....c000ivverncecancsss sees 38,339 6,143,394 2,322,523 38,339 109,167

$500,000 OF MOTE@.stvrsseceoseorsscnccsannnnsnnanas 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]

Adjusted
gross Total
Asset type and size of adjusted gross income Number of income income Number Pf 1 Gross gain
returns 1 transactions less loss
ess tax
deficit
(1) (2) (3) (4) (5)
Share of Gain or Loss From Partnerships
and Fiduciaries
All returns, total...ceeeriecrionnnnrsannsas 717,185 | 31,112,894 | 8,606,434 835,635 4,282,301
No adjusted gross InCOmME......uvnvevcaosecancsnocns 11,909 -1,208,376 22,548 14,591 222,014
Under $10,000.. .00t 0vieesroscnsrcsocssscsancannnos 82,198 505,471 26,552 94,971 176,212
$10,000 under $20,000. .. 00ccvirnrocrorocacncsnens 152,208 2,225,496 221,256 170,099 273,080
$20,000 under $50,000..cccvieiecacsccnsncccnssanss 293,587 9,527,856 1,615,425 341,681 1,201,823
$50,000 under $100,000....ccciivrrcervracannncanns 119,991 8,268,909 2,148,866 142,976 958,948
$100,000 under $500,000.....c0ivececreracccnssnans 54,866 9,268,624 | 3,390,284 68,032 1,075,674
$500,000 OF MOTE@..uesvronuvnronossssnonsosanonssnss 2,426 2,524,915 1,181,503 3,285 374,549
Sale or Involuntary Conversion of Certain
Depreciable Property
All Teturns, total....eeeeeeeeeveneeneaeanss 858,114 [%14,874,849 | 23,080,217 1,388,725 | 2,564,411
No adjusted gross income....cc.vveeennreeannnssens ~104,219 -1,432,516 13,178 209,063 237,748
Under $10,000....000csvvssscovscsasesssscscssconss 259,815 1,443,677 29,730 408,254 387,475
$10,000 under $20,000....c0tcvecnnsocvensssoansons 272,571 3,992,866 292,362 462,979 557,501
$20,000 under $50,000.....cc0cccvicnncnncnnssnnens 170,820 5,113,951 753,500 235,107 702,110
$50,000 under $100,000....ccciteiinennroravsscnnes 35,331 2,383,521 630,829 49,528 334,929
$100,000 under $500,000.....00cerrivenrcracencnoss 14,595 2,497,102 943,051 22,405 296,691
$500,000 OF MOT@.crusrvsarosocensssasssasasansanss 763 876,246 417,565 1,388 47,951
Personal Residence? )
All returns, total....ciieerenscrnnecnsenrann 1,460,678 | 31,851,438 | 4,860,258 1,492,843 6,930,676
No adjusted gross income....ceeeereiceenseronescne 9,938 -191,133 2,369 9,997 59,329
Under $10,000.......... certensscaeentasasrrtanaans 334,168 1,949,595 54,240 340,037 1,520,042
$10,000 under $20,000...cc0sessenncssnnssossssnons 416,948 6,414,940 576,993 429,945 1,983,833
$20,000 under $50,000....0c0iterrcsnrncoranscconas 634,527 18,209,019 2,618,280 646,789 2,626,319
$50,000 under $100,000...00c0cvenceccancacccacnnns 53,970 3,541,445 877,700 54,728 516,874
$100,000 under $500,000.....c00cvctecncncnnnss e 10,902 1,704,925 619,473 11,116 212,083
$500,000 OF MOX@.uesseorssssconssnconssossnasnanss 225 222,647 111,202 231 12,194
Nonbusiness Real Estate

All returns, total.....icvnciecncerenccaonne 637,472 15,941,404} 3,278,896 738,616 4,419,199
No adjusted gross income......ceeoeeneecscnssocnonn 8,564 -386,026 7,121 11,286 92,861
Under $10,000...... etseeersstssstencasenetetonnns 175,677 1,087,577 32,388 212,018 872,187
$10,000 under $20,000......ccc00tnensus vestaitecanns 164,447 2,518,203 240,321 172,079 620,292
$20,000 under $50,000. . cciieircnnssnrsnsanncens .. 231,425 6,846,699 1,074,923 265,647 1,646,482
$50,000 under $100,000....00ccvevsrosesasacsnssans 42,084 2,812,956 715,936 55,655 650,154
$100,000 under $500,000.. .. cccvusssecarstcccncasnne 14,675 2,395,540 883,129 20,975 440,388
$500,000 OF MOT@.essvsreaesveosnssssacsssscessasons 600 666,456 325,077 956 96,834

Prior-Year Installment Sales Proceeds
All returns, total....c.civevescsnccccannnns 572,433 16,131,058 | 3,755,251 769,722 3,965,031
No adjusted gross income.........c.... vesssrseanns 6,336 -274,704 5,570 8,834 79,498
Under $10,000.....00cinenencennnocconans PN 146,054 997,734 45,220 177,231 369,113
$10,000 under $20,000.....00000.-. vesessrasasasens 148,974 2,242,930 239,967 179,683 615,296
$20,000 under $50,000.....00000000s s ersetensans 205,226 6,105,883 983,483 288,884 1,150,367
$50,000 under $100,000... 0ccneeerensceccanncnnsss 46,330 3,116,990 862,756 80,115}. 673,124
$100,000 under $500,000. ...t ceresvsncssosnssanns 18,783 3,172,021 1,224,290 33,725 749,813
$500,000 OFr MOTE.v.eevssossscsssssnnsnes ceseeerane 730 770,204 393,966 1,250 327,820

IConnotes sales, exchanges, involuntary conversions, and distributions of gain or loss from partnerships, fidu-
ciaries, Small Business Corporations, retirement plans, and enterprise liquidationms.

Data 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

. _other__than_capital_gain_distributions, that individual

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. detalled 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
" ~garryover by itself was "not "considered transaction-

A general description of Statistics of Income sample
procedures and limitations of the data are shown .in

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 7,350,000 6,851,400
3.0 6,868,200 6,402,200

__ 4.0 3,863,300 _3,601,300
5.0 2,472,500 2,304,800
0.0 618,100 576,200
0.0 154,500 144,100
0.0 68,700 64,000
0.0 38,600 36,000
0.0 24,700 23,000

N & WN =

REFERENCES
(1]

- --capital assets reported- on- Schedule -D--and - the- -

Additional information on returns with sales of

""information;‘“thereFore;-returns~—that~—only——reported~—a~———-~:~_——components_~oﬁ__net__capitalf4gainv—or—~net—vcapital

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.

(2]

3]

[4]

: the subsamples were

loss included in adjusted gross- income can be
found in the annual publications of Statistics
of Income--Individual Income Tax Returns.

A synopsis of the law pertaining to- sales of cap-
ital assets, 1913-1962, can be found in the Sup-
plemental Report, Statistics of - Income--1962,
Sales of Capital Assets Reported on Individual
gniome Tf; Rifurns. Major changes in the law

etween 1963-1973 are explained in the" Supple-

mental Report, Statistics of Income--1973, Sales .

of Capital Assets Reported on Individual Income
Tax Returns.

Information on the full SOI samples from which
drawn is published in
Statistics of Income--Individual Income Tax
Returns for Tax Years 1973 and, 1977.

For a complete description of the subsample, see
Supplemental Report, Statistics of Income--1973,
Sales of Capital Assets Reported on Individual
Income Tax Returns.
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