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Nnk= | BIRE (General Rule)
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Attributable to Gain Upon Conversion) ==
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< $ESEX (Decrease in Amount)

8 $ESHEE (Increases in Amount)

© ® ®

)

®)

LI 45 (2 - 86) 284



)

= . ==
—_ °*Ju

DB B 2 BRBHRHERFIEIC DWW T (

—

g

—

N4

O © B ®

KR EINRIY0 R NIEE (Conversions Described in Subsection® &)
KRR E T O rod N~ O WKy R RE (Property Held by Corporation the Stock of Which is
Replacement Property)

| 2 (In General)

EE (Limitation)

RIPEEHESKRE (Allocation of Basis Reduction) =EE

#RBI (Special Rules) ==

| ONN S HEREH L~ 08K QR5%  (Property Sold Pursuant to Reclamation Laws)

| ONNKZIK L~ O W EREK 90 < LI6HE (Livestock Destroyed by Disease)

| Ol emE” HEXDBKENERE P EKEWIREK A s fHESIRE (Livestock Sold on Account of Drought,
Flood, or Other Weather-Related Conditions)

| Ol S I IRID SR A O b S SHHKKIH 12 0 g b S 1K (Replacement of Livestock with Other Farm Property
Where There Has Been Environmental Contamination)

| ONN KB RX IR SO ik X 22X 12 43 5 W IR IR S E R o0 L QIR0 < Y 50 Kigid @ UEXE (Condemna-

tion of Real Property Held for Productive Use in Trade or Business or for Investment)

—

—

~

—

N

~

—

o

~

H#ERRIY (Special Rule)
EX (Limitation)
KR A O b QI I IE R O R 5 QBYE (Election to Treat Outdoor Advertising Displays as Real

JEHf 45 (2 - 87) 285



Property)

< | & (In General)

2 XK (Election)

C M=xNYIEIES (Outdoor Advertising Display)
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Presidentially Declared Disasters)
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= MHusedir (Principal Residences)
< KEHOER S (Treatment of Insurance Proceeds) =8
B KERImQwuX (Extension of Replacement Period)
N BKISX S ER RO SXREKE  (Trade or Business and investment Property)

—
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| ONNI K= X S R Hr I K 12 89 5 W AR M ER MR 2 A0 R P 40 52 48 2 2 2 4640 48 £ 384D (Replacement Property

Must be Acquired From Unrelated Persons in Certain Cases)

—
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S K¥ERQEREI (Taxpayers to Which Section Applies)
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(e») Lucile McAulay FILIPPINI, as Execuyrix of the Last Will and Testament of Carra McAulay, Deceased, v. UNITED
STATES of America, 200 F. Supp 286, 294-95 (ND Cal. 1961) #0RE°
(=) Margaret v. DETTMERS, Executrix, Estate of Herrick L Johnston, Deceased, and Margaret v. Dettmers, Individually, v.
COMMISSIONER OF INTERNAL, 430 F. 2d 1019, 1022-23 (6th Cir. 1970) $03%°
(0) IN= (V-1 RK ) BRRTKOTEHKNXC RO O #filv O The Spirit of Liberty (1952), Bill of Rights
(1958)%+R+0° HHHKKIE HEKHEE) RNV (RKHERE | RR1) g
149 F. 2d 567, 568-71 (2d Cir. 1945).
163 F. supp 379, 380-82 (Ct. CI. 1958).
261 F. 2d 580, 580-84 (4th Cir. 1958).
318 F. 2d 841, 843-45 (9th Cir. denied 375 US 922. 1963).
IRCS§1033 (a) (E) (ii)
IRC§1033 (a)
279 F. 2d. 220 (Ct CI. 1960).
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(18) cf, PAUL R. McDANIEL, HUGH ]J. AULT, MARTIN J. McMAHON Jr, DANIEL L. SIMMONS, FEDERAL INCOME
TAXATION CASE AND MATERIALS, 765 (University Casebook Series 3d ed 1994): THE FOUNDATION PRESS INC.

cf., Dorothy C. Thorpe Glass Mfg. Corp v. Commissioner 51 TC 300 305-06 (1968).

((5) 274 F. 2d 656 (3d Cir. 1960).

(5) Id. at 660-61

(%) cf.,, McDANIEL etal., supra notel5, at 765.
cf., BEEMQFIE Y O 5 WCooperative Publishing Co. v. Commissioner 115 F. 2d 1017, 1021-22 (9th Circert. 1940).

(&) 196 F. supp. 129 (D. Mass. 1961).

(K) Id. at 132-33

(J) KENR IV IEREENO R IEGE 5L DR IO S power of eminent domain (X)) RITEW L 0N R QIEWEK

+° B - BEH () KEmE
) CCH, Standard Federal Tax Reporter, Commerce Clearing House, 55 (1994), Id. at 149. BORIS I. BITTKER, LAWRENCE
LOKKEN, FEDERAL TAXATION OF INCOME, ESTATES AND GIFTS v2, P44-34 (2d ed. 1989): WARREN, GORHAM &
LAMONT.

BITTKER & LOKKEN, supra note22, at P44-35.

54 TC 863 (1970).

1d. at 870-71

56 TC 1126 (1971).

1d. at 1136-37

CCH, Standard Federal Tax Reporter, supra note22, at 55, Id. at 150.

cf., Frank O. Maixner and Louise M. Maixner v. Commissioner. 33 TC 191 (1959).

Rev. Rul 81-180

320 F. 2d 809 (5th Cir. 1963).

1d. at 810-11
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(8) CCH, Standard Federal Tax Reporter, supra note22, at 55, Id. at 150.

BITTKER & LOKKEN, supra note22, at P44-37.

Rev. Rul 63-221, Rev. Rul 81-180.

) IRC§1033 (a) (2) (B), IRC§1033 (g) (4)

OO T HRm | | OSIEHRMBRNANRIW 1| 4 —m—ANERQHEEEK (B MRy —"2—))) QREQNQ 4
BRUK R A 6 b 0§ B 90 5 2 RIHE 2 O 5 40 287 JEEEK 0 6 SRR 40 3 REEHE R 1) 7 — 1 — R RV EER A0 00 1) Ak O W7
| EQRERIHENEIKURWY 53¢ (cf., IRS Notice 2002-42, Revenue Bulletin 2002-27)°

BITTKER & LOKKEN, supra note22, at P44-39.

65 TC 263 (1975).

Id. at 271-72

BITTKER & LOKKEN, supra note22, at P44-40.

McDANIEL etal., supra notelb, at 767.

275 F. 2d 27 (3d Cir. 1960).

1d. at 30-32

CLARENCE F. McCARTHY, THE FEDERAL INCOME TAX Its Sources and Application, P13-32 (1978): Prentice-Hall Inc
Englewood Cliffs.

cf., Rev. Rul. 83-70. 1983-1Cum. Bull. 189, RevRul. 76-319, 1976-2Cum. Bull. 242

(3% Cum. BullMZCumulative Bulletin, =~ QEQEUE B West’s Tax Law Dictionary 213).

McDANIEL, etal., supra notel2, at 768.

Rev. Rul. 70-399, 1970-2Cum. Bull. 165.

Rev. Rul. 70-466, 1970-2Cum. Bull. 165.

Rev. Rull. 64-237, 1964-2Cum. Bull. 319.

Rev. Rul. 71-41, 1971-1Cum. Bull. 223.

Rev. Rul. 79-261, 1979-2Cum. Bull. 295.
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303 F. 2d 326 (2d Cir. 1962).

Id. at 328-29

BIEEKER & LOKKEN supra note22, at P44-41-—-P44-43.

Kk QENEER BIIR” Hhik” SRR CEHE0 KW 5o KRl (NS R 00K BIRME VIR0 S S oIS 4IH88 5)
R UERER (VORKRORIAYIN) M N KRR L0 R 850 S LI Mike kind” (3950 R#% “similar or
related in service or use” {4850 VREATRIL4850°

QN BBNR AWML R -2 KR O WVEE s ) VRO 250%7 NOERNT | SUKHNINENL vOmE
ZEEXOES I+ 1 —OEBS N SHMEVERE O 5 e°

BIEEKER & LOKKEN supra note22, at P44-47.

589 F. 2d 446 (9th Cir. 1979).

Id. at 448-50

Michael D Rose, John C. Chommie, FEDRAL INCOME TAXATION, 315 (3d ed 1988): WEST PUBLISHING CO.

KREREL2 NEPOHRE <R (R ROREEN S eRBOUHLSERENE (25)" B R0 8R40 84k
RG220 (IRC§ 1001 (b)° HEEIEEN DWW REHEE KRB NinmhoQse°

cf., BIEEKER & LOKKEN supra note22, at P44-49, BH TN <o REFREK, | 1EIK (BXK3EE" 1100 1) doie
(B) ESRHORIINRDe (MRQ) HENIKIEE (original basis, initial basis) 22" JEK-EIHIT S QLW EMEKR I Q R IR

ONBEEREH0 S BESRSYOIMISBEERER VR 1O EHETRE 0 S L RMHE RIS (B - HIERm)°
Cf., Robert Sellers Smith West’s Tax Law Dictionary, 14 (2005): THOMSON WEST.
) EREVARSEMNEOVHREONEK (BrRofrd) S (R - EREH4 () | &Am)°
) Commissioner v. Fortee, Inc, 211 F. 2d 915, 915-16 (2d Cir denied 348 US 826. 1954).
Commissioner v. Babcock 259 F. 2d 689, 692-93 (9th Cir. 1958). IR =& N BERNE TWHNVER LN KUN KN R L0004 HEE
I QRN HE R KRR NG5 20 R” Babcock i KR VB SO BE QR 2O 550°
(8) Tiefenbrunn v. Commissioner, 74 TC. 1566, 1571-77 (1980) $I¥mE{< MK 1 BR O (v IBIK S K IR Q | IR RV B4
(8) Graphic Press, Inc. v. Commissioner, 523 F. 2d 585, 588-89 (9th Cir. 1975).
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E. R. Hitchcock Co. v. United States, 514 F. 2d 484, 486-87 (2d Cir. 1975).
Mckitrick v. United States 373 F. Supp. 471, 472-73 (SD ohio. 1974).
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IR EE<H (Revenue Act)

Sec. 214 (a) (12)" Sec. 234 (a) (14)

If property is compulsorily or involunt arily converted into cash or its equivalent as a result of (A) its
destruction in whole or in part, (B) theft or seizure, or (C) an exercise of the power of requisition or condemna-
tion, or the threat or imminence thereof; and if the taxpayer proceeds forth with in good faith, under regulations
prescribed by the Commissioner with the approval of the Secretary, to expend the proceeds of such conversion
in the acquisition of other property of a character similar or related in service or use to the property so
converted, or in the acquisition of 80 percentum or more of the stock or shares of a corporation owning such
other property, or in the establishment of a replacement fund, then there shall be allowed as a deduction such
portion of the gain derived as the portion of the proceeds so expended bears to the entire proceeds.

The provisions of this paragraph prescribing the conditions under which a deduction may be taken in respect
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= of the proceeds or gains derived from the compulsory or involuntary conversion of property into cash or its
equivalent, shall apply so far as may be practicable to the exemption or exclusion of such proceeds or gains from

4z
" gross income under prior income, war-profits and excess-profits tax acts.

| RINREESH
Sec. 112 (f) (1)
(f) Involuntary Conversion. -If property (as a result of its destruction in whole or part, theft, seizure, or
requisition or condemnation or threat or imminence thereof) is compulsorily or involuntarily converted-
(1) Conversion into similar property. -Into property similar or related in service or use to the property so

converted, no gain shall be recognized.

Sec. 112 (f) (2)

[(f) Involuntary Conversion. - % % % ]

(2) Conversion into money where disposition occurred prior to 1951. -Into money, and the disposition of the
converted property occurred before January 1 1951, nogain shall be recognized % % %

For the purposes of this paragraph and paragraph (3), the term “disposition of the converted property”
means the destruction, theft, seizure, requisition, or condemnation of the converted property, or the sale or

exchange of such property under theat or imminence of requisition or condemnation.
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Sec. 112 (f) (3)

[(f) Involuntarty Conversion. - % % % |

(3) Conversion into money where disposition occurred after 1950. -Into money or into property not similar
or related in service or use to the converted property, and the disposition of the converted property (as defined
in paragraph (2)) occurred after December 31, 1950, the gain (if any) shall be recognized except to the extent
hereinafter provided in this paragraph:

(A) Nonrecognition of Gain. -If the taxpayer during the period specified in subparagraph (B), for the purpose
of replacing the property so converted, purchases other property similar or related in service or use to the
property so converted, or purchases stock in the acquisition of control of a corporation owning such other
property, at the election of the taxpayer the gain shall be recognized only to the extent that the amount realized
upon such conversion (regardless of whether such amount is received in one or more taxable years) exceeds the
cost of such other property or such stock. Such election shall be made at such time and in such manner as the
Secretary may by regulations prescribe. For the purpose of this paragraph-

(i) no property or stock acquired before the disposition of the converted property shall be considered to have
been acquired for the purpose of replacing such converted property unless held by the taxpayer on the date of
such disposition; and

(ii) the taxpayer shall be considered to have purchased property or stock only if, but for the provisions of

section 113 (a) (9), the unadjusted basis of such property or stock would be its cost within the meaning of section
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113 (a).

(B) Period Within Which Property Must Be Replaced.-

The period referred to in subparagraph (A) shall be the period beginning with the date of the disposition of the
converted prooerty, or the earliest date of the threat or imminence of requisition or condemnation of the
converted property, whichever is the earlier, and ending-

(i) one year after the close of the first taxable year in which any part of the gain upon the conversion is
realized, or

(ii) subject to such terms and conditions as may be specified by the Secretary, at the close of such later date
as the Secretary may designate upon application by the taxpayer. Such application shall be made at such time
and in such manner as the Secretary may by regulations prescribe.

(C) Time for Assessment of Deficiency Attributable to Gain upon Conversion.-If a taxpayer has made the
election provided in subparagraph (A), then (i) the statutory period for the assessment of any deficiency, for any
taxable year in which any part of the gain upon such conversion is realized, attributable to such gain shall not
expire prior to the expiration of three years from the date the Secretary is notified by the taxpayer (in such
manner as the Secretary may by regulations prescribe) of the replacement of the converted prooerty or of an
intention not to replace, and (ii) such deficiency may be assessed prior to the expriration of such three-year period
notwithstanding the provisions of section 272 (f) or the provisions of any other law or rule of law which would

otherwise prevent such assessment.
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(D) Time for Assessment of Other Deficiencies Attributable to Election.-If the election provided in subpara-
graph (A) is made by the taxpayer and such other property or such stock was purchased prior to the beginning
of the last taxable year in which any part of the gain upon such conversion is realized, any deficiency, to the
extent resulting from such election, for any taxable year ending before such last taxable year may be assessed
(notwithstanding the provision of section 272 (f) or 275 or the provisions of any other law or rule of law which
would otherwise prevent such assessment) at any time before the expiration of the period within which a

deficiency for such last taxable year may be assessed.

REHR< 4R | Ol (11OOKH)®° Involuntary conversions.

(a) General rule. If property (as a result of its destruction in whole or in part, theft, seizure, or requisition
or condemnation or threat or imminence there of) is compulsorily or involuntarily converted-

(1) Conversion into similar property. Into property similar or related in service or use to the property so
converted, no gain shall be recognized.

(2) Conversion into money. Into money or into properby not similar or related in service or use to the
converted property, the gain (if any) shall be recognized except to the extent hereinafter provided in this
paragraph:

(A) Nonrecognition of gain. If the taxpayer during the period specified in subparagraph (B), for the purpose

of replacing the property so converted, purchases other property similar or related in service or use to the
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property so converted, or purchases stock in the acquisition of control of a corporation owning such other
property, at the election of the taxpayer the gain shall be recognized only to the extent that the amount realized
upon such conversion (regardless of whether such amount is received in one or more taxable years) exceeds the
cost of such other property or such stock. Such election shall be made at such time and in such manner as the
Secretary may by regulations prescribe. For purposes of this paragraph-

(i) no property or stock acquired before the disposition of the converted property shall be considered to have
been acquired for the purpose of replacing such converted property unless held by the taxpayer on the date of
such disposition; and

(ii) the taxpayer shall be considered to have purchased property or stock only if, but for the provisions of
subsection (b) of this section, the unadjusted basis of such property or stock would be its cost within the meaning
of section 1012.

(B) Period within which property must be replaced. The period referred to in subparagraph (A) shall be the
period beginning with the date of the disposition of the converted property, or the earliest date of the threat or
imminence of requisition or condemnation of the converted property, whichever is the earlier, and ending-

(i) 2 years after the close of the first taxable year in which any part of the gain upon the conversion is
realized, or

(i) subject to such terms and conditions as may be specified by the Secretary, at the close of such later date

as the Secretary may designate on application by the taxpayer. Such application shall be made at such time and

JtwF 45 (2 - 156) 354



D2NT (= -5)

<

NI B 2 BRI~ L

in such manner as the Secretary may by regulations prescribe.

(C) Time for assessment of deficiency attributable to gain upon conversion. If a taxpayer has made the
election provided in subparagraph (A), then-

(i) the statutory period for the assessment of any deficiency, for any taxable year in which any part of the
gain on such conversion is realized attributable to such gain shall not expire prior to the expiration of 3 years
from the date the Secretary is notified by the taxpayer (in such manner as the Secretary may by regulations
prescribe) of the replacement of the converted property or an intention not to replace, and

(ii) such deficiency may be assessed before the expiration of such 3-year period notwithstanding the
provisions of section 6212 (c) or the provisions of any other law or rule of law which would otherwise prevent
such assessment.

(D) Time for assessment of other deficiencies attributable to election. If the election provided in subpara-
graph (A) is made by the taxpayer and such other propery or such stock was purchased before the beginning of
the last taxable year in which any part of the gain upon such conversion is realized, any deficiency, to the extent
resulting from such election, for any taxable year ending before such last taxable year may be assessed
(notwithstanding the provisions of section 6212 (c) or 6501 or the provisions of any other law or rule of law which
would otherwise prevent such assessment) at any time before the expiration of the period within which a
deficiency for such last taxable year may be assessed.

(E) Definitions, For purposes of this paragraph-
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(i) Control. The term “control” means the ownership of stock possessing at least 80 percent of the total
combined voting power of all classes of stock entitled to vote and at least 80 percent of the total number of
shares of all other classes of stock of the corporation.

(ii) Disposition of the converted property. The term “disposition of the converted property” means the
destruction, theft, seizure, requisition, or condemnation of the converted property, or the sale or exchange of such
property under threat or imminence of requisition or condemnation.

(b) Basis of property acquired through involuntary conversion.

(1) Conversions described in subsection (a) (1). If the property was acquired as the result of a compulsory
or involuntary conversion described in subsection (a) (1), the basis shall be the same as in the case of the property
so converted-

(A) decreased in the amount of any money received by the taxpayer which was not expended in accordance
with the provisions of law (applicable to the year in which such conversion was made) determining the taxable
status of the gain or loss upon such conversion, and

(B) increased in the amount of gain or decreased in the amount of loss to the taxpayer recognized upon such
conversion under the law applicable to the year in which such conversion was made.

(2) Conversions described in subsection (a) (2). In the case of property purchased by the taxpayer in a
transaction described in subsection (a) (2) which resulted in the nonrecognition of any part of the gain realized

as the result of a compulsory or involuntary conversion, the basis shall be the cost of such property decreased
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in the amount of the gain not so recognized; and if the property purchased consists of more than 1 piece of
property, the basis determined under this sentence shall be allocated to the purchased properties in proportion
to their respective costs.

(3) Property held by corporation the stock of which is replacement property.

(A) In general. If the basis of stock in a corporation is decreased under paragraph (2), an amount equal to
such decrease shall also be applied to reduce the basis of property held by the eorporation at the time the
taxpayer acquired control (as defined in subsection (a) (2) (E)) of such corporation.

(B) Limitation. Subparagraph (A) shall not apply to the extent that it would (but for this subparagraph)
require a reduction in the aggregate adjusted bases of the property of the corporation below the taxpayer’s
adjusted basis of the stock in the corporation (determined immediately after such basis is decreased under
paragraph (2)).

(C) Allocation of basis reduction. The decrease required under subparagraph (A) shall be allocated-

(i) first to property which is similar or related in service or use to the converled property,

(ii) second to depreciable property (as defined in section 1017 (b) (3) (B)) not described in clause (i). and

(iii) then to other property.

(D) Special rules.

(i) Reduction not to exceed adjusted basis of property. No reduction in the basis of any property under this

paragraph shall exceed the adjusted basis of such property (determined without regard to such reduction).
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(ii) Allocation of reduction among properties. If more than 1 property is described in a clause of subpara-
graph (C), the reduction under this paragraph shall be allocated among such property in proportion to the
adjusted bases of such property (as so determined).

(c) Property sold pursuant to reclamation laws. For purposes of this subtitle, if property lying within an
irrigation project is sold or otherwise disposed of in order to conform to the acreage limitation provisions of
Federal reclamation laws, such sale or disposition shall be treated as an involuntary conversion to which this
section applies.

(d) Livestock destroyed by disease. For purposes of this subtitle, if livestock are destroyed by on account
of disease, or are sold or exchanged because of disease, such destruction or such sale or exchange shall be treated
as an involuntary conversion to which this section applies.

(e) Livestock sold on account of drought, flood, or other weather-related conditions.

(1) In general. For purposes of this subtitle, the sale or exchange of livestock (other than poultry) held by
a taxpayer for draft, breeding, or dairy purposes in excess of the number the taxpayer would sell if he followed
his usual business practices shall be treated as an involuntary conversion to which this section applies if such
livestock are sold or exchanged by the taxpayer solely on account of drought, flood, or other weather-related
conditions.

(2) Extension of replacement period.

(A) In general. In the case of drought, flood, or other weather-related conditions described in paragraph (1)
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which result in the area being designated as eligible for assistance by the Federal Government, subsection (a) (2)
(B) shall be applied with respect to any converted property by substituting “4 years” for “2 years”

(B) Further extension by Secretary. The Secretary may extend on a regional basis the period for replace-
ment under this section (after the application of subparagraph (A)) for such additional time as the Secretary
determines appropriate if the weather-related conditions which result in such application continue for more than
3 years.

(f) Replacement of livestock with other farm property in certain cases. For purposes of subsection (a), if,
because of drought, flood, or other weather-related conditions, or soil contamination or other environmental
contamination, it is not feasible for the taxpayer to reinvest the proceeds from compulsorily or involuntarily
converted livestock in property similar or related in use to the livestock so converted, other property (including
real property in the case of soil contamination or other environmental contamination) used for farming purposes
shall be treated as property similar or related in service or use to the livestock so converted.

(g) Condemnation of real property held for productive use in trade or business or for investment.

(1) Special rule. For purposes of subsection (a), if real property (not including stock in trade or other
property held primarily for sale) held for productive use in trade or business or for investment is (as the result
of its seizure, requisition, or condemnation, or threat or imminence thereof) compulsorily or involuntarily
converted, property of like kind to be held either for productive use in trade or business or for investment shall

be treated as property similar or related in service or use to the property so converted.
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(2) Limitation. Paragraph (1) shall not apply to the purchase of stock in the acquisition of control of a
corporation described in subsection (a) (2) (A).

(3) Election to treat outdoor advertising displays as real property.

(A) In general. A taxpayer may elect, at such time and in such manner as the Secretary may prescribe, to
treat property which constitutes an outdoor advertising display as real property for purposes of this chapter.
The election provided by this subparagraph may not be made with respect to any property with respect to which
an election under section 179 (a) (relating to election to expense certain depreciable business assets) is in effect.

(B) Election. An election made under subparagraph (A) may not be revoked without the consent of the
Secretary.

(C) Outdoor advertising display. For purposes of this paragraph, the term “outdoor advertising display”
means a rigidly assembled sign, display, or device permanently affixed to the ground or permanently attached
to a building or other inherently permanent structure constituting, or used for the display of, a commercial or
other advertisement to the public.

(D) Character of replacement property. For purposes of this subsection, an interest in real property
purchased as replacement property for a compulsorily or involuntarily converted outdoor advertising display
defined in subparagraph (C) (and treated by the taxpayer as real property) shall be considered property of a like
kind as the property converted without regard to whether the taxpayer’s interest in the replacement property is

the same kind of interest the taxpayer held in the converted property.
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(4) Special rule. In the case of a compulsory or involuntary conversion described in paragraph (1), subsec-
tion (a) (2) (B) (i) shall be applied by substituting “3 years” for “2 years”.

(h) Special rules for property damaged by Presidentially declared disasters.

(1) Principal residences. If the taxpayer’s principal residence or any of its contens is compulsorily or
involuntarily converted as a result of a Presidentially declared disaster-

(A) Treatment of insurance proceeds.

(i) Exclusion for unscheduled personal property. No gain shall be recognized by reason of the receipt of any
insurance proceeds for personal property which was part of such contents and which was not scheduled property
for purposes of such insurance.

(ii) Other proceeds treated as common fund. In the case of any insurance proceeds (not described in clause
(1)) for such residence or contents-

(I) such proceeds shall be treated as received for the conversion of a single item of property, and

(IT) any property which is similar or related in service or use to the residence so converted (or contents
thereof) shall be treated for purposes of subsection (a) (2) as property similar or related in service or use to such
single item of property.

(B) Extension of replacement period. Subsection (a) (2) (B) shall be applied with respect to any property so
converted by substituting “4 years” for “2 years”.

(2) Trade or business and investment property. If a taxpayer’s property held for productive use in a trade
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or business or for investment is compulsorily or involuntarily converted as a result of a Presidentially declared
disaster, tangible property of a type held for productive use in a trade or business shall be treated for purposes
of subsection (a) as property similar or related in service or use to the property so converted.

(3) Presidentially declared disaster. For purposes of this subsection, the term “Presidentially declared
disaster” means any disaster which, with respect to the area in which the property is located, resulted in a
subsequent determination by the President that such area warrants assistance by the Federal Government under
the Robert T. Stafford Disaster Relief and Emergency Assistance Act.

(4) Principal residence. For puposes of this subsection, the term “principal residence” has the same meaning
as when used in section 121, except that such term shall include a residence not treated as a principal residence
solely because the taxpayer does not own the residence.

(i) Replacement property must be acquired from unrelated person in certain cases.

(1) In general. If the property which is involuntarily converted is held by a taxpayer to which this
subsection applies, subsection (a) shall not apply if the replaeement property or stock is acquired the replacement
property or stock from an unrelated person during the period applicable under subsection (a) (2) (B).

(2) Taxpayer to which subsection applies. This subsection shall apply to-

(A) a C corporation,

(B) a partnership in which 1 or more C corporations own, directly or indirectly (determined in accordance

with section 707 (b) (3), more than 50 percent of the capital interest, or profits interest, in such partnership at the
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time of the involuntary eonversion, and

(C) any other taxpayer if, with respect to property which is involuntarily converted during the taxable year,
the aggregate of the amount of realized gain on such property on which there is realized gan exceeds $100,000.

In the case of a partnership, subparagraph (C) shall apply with respect to the partnership and with respect
to each partner. A similar rule shall apply in the case of an S corporation and its shareholders.

(3) Related person. For purposes of this subsection, a person is related to another person if the person bears
a relationship to the other person described in section 267 (b) or 707 (b) (1).

() Sales or exchanges to implement microwave relocation policy.

(1) In general. For purposes of this subtitle, if a taxpayer elects the application of this subsection to a
qualified sale or exchange, such sale or exchange shall be treated as an involuntary conversion to which this
section applies.

(2) Qualified sale or exchange. For purposes of paragraph (1), the term “qualified sale or exchange” means
a sale or exchange before January 1, 2000, which is certified by the Federal Communications Commission as
having been made by a taxpayer in connection with the relocation of the taxpayer from the 1850-1990 MHz
spectrum by reason of the Federal Communications Commission’s reallocation of that spectrum for use for
personal communications services. The Commission shall transmit copies of certifications under this paragraph
to the Secretary.

(k) Sales or exchanges under certain hazard mitigation programs. For purposes of this subtitle, if property
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is sold or otherwise transferred to the Federal Government, a atate or local government, or an Indian tribal
government to implement hazard mitigation under the Robert T. Stafford Disaster Relief and Emergency
Assistance Act (as in effect on the date of the enactment of this subsection) or the National Flood Insurance Act
(as in effect on such date), such sale or transfer shall be treated as an involuntary conversion to which this section
applies.

(I) Cross reference.

(1) For determination of the period for which the taxpayer has held property involuntarily converted, see
section 1223.

(2) For treatment of gains from involuntary conversions as capital gains in certain cases, see section 1231
(a).

(3) For exclusion from gross income of gain from involuntary conversion of principal residence, see section
121.
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