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section 523 of Pub. L. 102-318, set out as a note under
section 401 of this title.

APPLICABILITY OF CERTAIN AMENDMENTS BY PUB. L.
99-514 IN RELATION TO TREATY OBLIGATIONS OF
UNITED STATES

For applicability of amendment by section 701(a) of
Pub. L. 99-514 [enacting this section] notwithstanding
any treaty obligation of the United States in effect on
Oct. 22, 1986, with provision that for such purposes any
amendment by title I of Pub. L. 100-647 be treated as if
it had been included in the provision of Pub. L. 99-514
to which such amendment relates, see section
1012(aa)(2), (4) of Pub. L. 100-647, set out as a note under
section 861 of this title.

HIGH INCOME TAXPAYER REPORT

Pub. L. 94-455, title XXI, §2123, Oct. 4, 1976, 90 Stat.
1915, as amended by Pub. L. 98-369, div. A, title IV,
§441(b)(1), July 18, 1984, 98 Stat. 815, provided that: ‘“The
Secretary of the Treasury shall publish annually infor-
mation on the amount of tax paid by individual tax-
payers with high total incomes. Total income for this
purpose is to be calculated and set forth by adding to
adjusted gross income any items of tax preference ex-
cluded from, or deducted in arriving at, adjusted gross
income, and by subtracting any investment expenses
incurred in the production of such income to the extent
of the investment income. These data are to include
the number of such individuals with total income over
$200,000 who owe no Federal income tax (after credits)
and the deductions, exclusions, or credits used by them
to avoid tax.”

[Pub. L. 98-369, div. A, title IV, §441(b)(2), July 18,
1984, 98 Stat. 815, provided that: ‘“The amendment made
by paragraph (1) [amending section 2123 of Pub. L.
94-455, set out above] shall apply to information pub-
lished after the date of the enactment of this Act [July
18, 1984]1.”’]

§56. Adjustments in computing alternative mini-
mum taxable income

(a) Adjustments applicable to all taxpayers

In determining the amount of the alternative
minimum taxable income for any taxable year
the following treatment shall apply (in lieu of
the treatment applicable for purposes of com-
puting the regular tax):

(1) Depreciation
(A) In general

(i) Property other than certain personal
property

Except as provided in clause (ii), the de-
preciation deduction allowable under sec-
tion 167 with respect to any tangible prop-
erty placed in service after December 31,
1986, shall be determined under the alter-
native system of section 168(g). In the case
of property placed in service after Decem-
ber 31, 1998, the preceding sentence shall
not apply but clause (ii) shall continue to
apply.

(ii) 150-percent declining balance method
for certain property

The method of depreciation used shall
be—

(I) the 150 percent declining balance
method,

(IT) switching to the straight Iline
method for the 1st taxable year for
which using the straight line method
with respect to the adjusted basis as of
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the beginning of the year will yield a
higher allowance.

The preceding sentence shall not apply to
any section 1250 property (as defined in
section 1250(c)) (and the straight Iline
method shall be used for such section 1250
property) or to any other property if the
depreciation deduction determined under
section 168 with respect to such other
property for purposes of the regular tax is
determined by using the straight line
method.

(B) Exception for certain property

This paragraph shall not apply to property
described in paragraph (1), (2), (3), or (4) of
section 168(f), or in section 168(e)(3)(C)(iv).
(C) Coordination with transitional rules

(i) In general

This paragraph shall not apply to prop-
erty placed in service after December 31,
1986, to which the amendments made by
section 201 of the Tax Reform Act of 1986
do not apply by reason of section 203, 204,
or 251(d) of such Act.

(ii) Treatment of certain property placed in
service before 1987

This paragraph shall apply to any prop-
erty to which the amendments made by
section 201 of the Tax Reform Act of 1986
apply by reason of an election under sec-
tion 203(a)(1)(B) of such Act without regard
to the requirement of subparagraph (A)
that the property be placed in service after
December 31, 1986.

(D) Normalization rules

With respect to public utility property de-
scribed in section 168(i)(10), the Secretary
shall prescribe the requirements of a nor-
malization method of accounting for this
section.

(2) Mining exploration and development costs

(A) In general

With respect to each mine or other natural
deposit (other than an o0il, gas, or geo-
thermal well) of the taxpayer, the amount
allowable as a deduction under section 616(a)
or 617(a) (determined without regard to sec-
tion 291(b)) in computing the regular tax for
costs paid or incurred after December 31,
1986, shall be capitalized and amortized rat-
ably over the 10-year period beginning with
the taxable year in which the expenditures
were made.

(B) Loss allowed

If a loss is sustained with respect to any
property described in subparagraph (A), a de-
duction shall be allowed for the expenditures
described in subparagraph (A) for the tax-
able year in which such loss is sustained in
an amount equal to the lesser of—

(i) the amount allowable under section
165(a) for the expenditures if they had re-
mained capitalized, or

(ii) the amount of such expenditures
which have not previously been amortized
under subparagraph (A).
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(3) Treatment of certain long-term contracts

In the case of any long-term contract en-
tered into by the taxpayer on or after March
1, 1986, the taxable income from such contract
shall be determined under the percentage of
completion method of accounting (as modified
by section 460(b)). For purposes of the preced-
ing sentence, in the case of a contract de-
scribed in section 460(e)(1), the percentage of
the contract completed shall be determined
under section 460(b)(1) by using the simplified
procedures for allocation of costs prescribed
under section 460(b)(3). The first sentence of
this paragraph shall not apply to any home
construction contract (as defined in section
460(e)(6)).

(4) Alternative tax net operating loss deduction

The alternative tax net operating loss de-
duction shall be allowed in lieu of the net op-
erating loss deduction allowed under section
172.

(5) Pollution control facilities

In the case of any certified pollution control
facility placed in service after December 31,
1986, the deduction allowable under section 169
(without regard to section 291) shall be deter-
mined under the alternative system of section
168(g). In the case of such a facility placed in
service after December 31, 1998, such deduction
shall be determined under section 168 using
the straight line method.

(6) Adjusted basis

The adjusted basis of any property to which
paragraph (1) or (5) applies (or with respect to
which there are any expenditures to which
paragraph (2) or subsection (b)(2) applies) shall
be determined on the basis of the treatment
prescribed in paragraph (1), (2), or (5), or sub-
section (b)(2), whichever applies.

(7) Section 87 not applicable

Section 87 (relating to alcohol fuel credit)
shall not apply.

(b) Adjustments applicable to individuals

In determining the amount of the alternative
minimum taxable income of any taxpayer (other
than a corporation), the following treatment
shall apply (in lieu of the treatment applicable
for purposes of computing the regular tax):

(1) Limitation on deductions

(A) In general
No deduction shall be allowed—
(i) for any miscellaneous itemized deduc-
tion (as defined in section 67(b)), or
(ii) for any taxes described in paragraph
(1), (2), or (3) of section 164(a) or clause (ii)
of section 164(b)(5)(A).

Clause (ii) shall not apply to any amount al-
lowable in computing adjusted gross income.
(B) Medical expenses

In determining the amount allowable as a
deduction under section 213, subsection (a) of
section 213 shall be applied without regard
to subsection (f) of such section.

(C) Interest

In determining the amount allowable as a
deduction for interest, subsections (d) and
(h) of section 163 shall apply, except that—

(i) in lieu of the exception under section
163(h)(2)(D), the term ‘‘personal interest”
shall not include any qualified housing in-
terest (as defined in subsection (e)),

(ii) interest on any specified private ac-
tivity bond (and any amount treated as in-
terest on a specified private activity bond
under section 57(a)(5)(B)), and any deduc-
tion referred to in section 57(a)(5)(A), shall
be treated as includible in gross income (or
as deductible) for purposes of applying sec-
tion 163(d),

(iii) in lieu of the exception under sec-
tion 163(d)(3)(B)(i), the term ‘‘investment
interest’ shall not include any qualified
housing interest (as defined in subsection
(e)), and

(iv) the adjustments of this section and
sections 57 and 58 shall apply in determin-
ing net investment income under section
163(d).

(D) Treatment of certain recoveries

No recovery of any tax to which subpara-
graph (A)(ii) applied shall be included in
gross income for purposes of determining al-
ternative minimum taxable income.

(E) Standard deduction and deduction for
personal exemptions not allowed

The standard deduction under section
63(c), the deduction for personal exemptions
under section 151, and the deduction under
section 642(b) shall not be allowed. The pre-
ceding sentence shall not apply to so much
of the standard deduction as is determined
under subparagraphs (D) and (E)! of section
63(c)(1).

(F) Section 68 not applicable

Section 68 shall not apply.

(2) Circulation and research and experimental
expenditures
(A) In general

The amount allowable as a deduction
under section 173 or 174(a) in computing the
regular tax for amounts paid or incurred
after December 31, 1986, shall be capitalized
and—

(i) in the case of circulation expenditures
described in section 173, shall be amortized
ratably over the 3-year period beginning
with the taxable year in which the expend-
itures were made, or

(ii) in the case of research and experi-
mental expenditures described in section
174(a), shall be amortized ratably over the
10-year period beginning with the taxable
year in which the expenditures were made.

(B) Loss allowed

If a loss is sustained with respect to any
property described in subparagraph (A), a de-
duction shall be allowed for the expenditures
described in subparagraph (A) for the tax-
able year in which such loss is sustained in
an amount equal to the lesser of—

(i) the amount allowable under section

165(a) for the expenditures if they had re-

mained capitalized, or

1See References in Text note below.
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(ii) the amount of such expenditures
which have not previously been amortized
under subparagraph (A).

(C) Special rule for personal holding compa-
nies
In the case of circulation expenditures de-
scribed in section 173, the adjustments pro-
vided in this paragraph shall apply also to a
personal holding company (as defined in sec-
tion 542).

(D) Exception for certain research and
experimental expenditures

If the taxpayer materially participates
(within the meaning of section 469(h)) in an
activity, this paragraph shall not apply to
any amount allowable as a deduction under
section 174(a) for expenditures paid or in-
curred in connection with such activity.

(3) Treatment of incentive stock options

Section 421 shall not apply to the transfer of
stock acquired pursuant to the exercise of an
incentive stock option (as defined in section
422). Section 422(c)(2) shall apply in any case
where the disposition and the inclusion for
purposes of this part are within the same tax-
able year and such section shall not apply in
any other case. The adjusted basis of any
stock so acquired shall be determined on the
basis of the treatment prescribed by this para-
graph.

(c) Adjustments applicable to corporations
In determining the amount of the alternative

minimum taxable income of a corporation, the
following treatment shall apply:

(1) Adjustment for adjusted current earnings

Alternative minimum taxable income shall
be adjusted as provided in subsection (g).

(2) Merchant marine capital construction
funds

In the case of a capital construction fund es-
tablished under chapter 535 of title 46, United
States Code—

(A) subparagraphs (A), (B), and (C) of sec-
tion 7518(c)(1) (and the corresponding provi-
sions of such chapter 535) shall not apply
to—

(i) any amount deposited in such fund
after December 31, 1986, or

(ii) any earnings (including gains and
losses) after December 31, 1986, on amounts
in such fund, and

(B) no reduction in basis shall be made
under section 7518(f) (or the corresponding
provisions of such chapter 535) with respect
to the withdrawal from the fund of any
amount to which subparagraph (A) applies.

For purposes of this paragraph, any with-
drawal of deposits or earnings from the fund
shall be treated as allocable first to deposits
made before (and earnings received or accrued
before) January 1, 1987.

(3) Special deduction for certain organizations
not allowed

The deduction determined under section
833(b) shall not be allowed.
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(d) Alternative tax net operating loss deduction

defined
(1) In general

For purposes of subsection (a)(4), the term
‘“‘alternative tax net operating loss deduction”
means the net operating loss deduction allow-
able for the taxable year under section 172, ex-
cept that—

(A) the amount of such deduction shall not
exceed the sum of—
(i) the lesser of—

(I) the amount of such deduction at-
tributable to net operating losses (other
than the deduction described in clause
i1H)d@)), or

(IT) 90 percent of alternative minimum
taxable income determined without re-
gard to such deduction and the deduction
under section 199, plus

(ii) the lesser of—

(I) the amount of such deduction at-
tributable to an applicable net operating
loss with respect to which an election is
made under section 172(b)(1)(H),! or

(IT) alternative minimum taxable in-
come determined without regard to such
deduction and the deduction under sec-
tion 199 reduced by the amount deter-
mined under clause (i), and

(B) in determining the amount of such de-
duction—

(i) the net operating loss (within the
meaning of section 172(c)) for any loss year
shall be adjusted as provided in paragraph
(2), and

(ii) appropriate adjustments in the appli-
cation of section 172(b)(2) shall be made to
take into account the limitation of sub-
paragraph (A).

(2) Adjustments to net operating loss computa-
tion
(A) Post-1986 loss years
In the case of a loss year beginning after
December 31, 1986, the net operating loss for
such year under section 172(c) shall—

(i) be determined with the adjustments
provided in this section and section 58, and

(ii) be reduced by the items of tax pref-
erence determined under section 57 for
such year.

An item of tax preference shall be taken into
account under clause (ii) only to the extent
such item increased the amount of the net
operating loss for the taxable year under
section 172(c).

(B) Pre-1987 years

In the case of loss years beginning before
January 1, 1987, the amount of the net oper-
ating loss which may be carried over to tax-
able years beginning after December 31, 1986,
for purposes of paragraph (2), shall be equal
to the amount which may be carried from
the loss year to the first taxable year of the
taxpayer beginning after December 31, 1986.

(e) Qualified housing interest

For purposes of this part—
(1) In general

The term ‘‘qualified housing interest”
means interest which is qualified residence in-
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terest (as defined in section 163(h)(3)) and is
paid or accrued during the taxable year on in-
debtedness which is incurred in acquiring, con-
structing, or substantially improving any
property which—

(A) is the principal residence (within the
meaning of section 121) of the taxpayer at
the time such interest accrues, or

(B) is a qualified dwelling which is a quali-
fied residence (within the meaning of section
163(h)(4)).

Such term also includes interest on any in-
debtedness resulting from the refinancing of
indebtedness meeting the requirements of the
preceding sentence; but only to the extent
that the amount of the indebtedness resulting
from such refinancing does not exceed the
amount of the refinanced indebtedness imme-
diately before the refinancing.

(2) Qualified dwelling

The term ‘‘qualified dwelling”’ means any—

(A) house,

(B) apartment,

(C) condominium, or

(D) mobile home not used on a transient
basis (within the meaning of section
7701(2)(19)(C)(V)),

including all structures or other property ap-

purtenant thereto.

(3) Special rule for indebtedness incurred be-
fore July 1, 1982

The term ‘‘qualified housing interest’ in-
cludes interest which is qualified residence in-
terest (as defined in section 163(h)(3)) and is
paid or accrued on indebtedness which—

(A) was incurred by the taxpayer before

July 1, 1982, and

(B) is secured by property which, at the
time such indebtedness was incurred, was—

(i) the principal residence (within the
meaning of section 121) of the taxpayer, or
(ii) a qualified dwelling used by the tax-
payer (or any member of his family (with-

in the meaning of section 267(c)(4))).
[(f) Repealed. Pub. L. 101-508, title XI,
§11801(a)(3), Nov. 5, 1990, 104 Stat. 1388-520]

(g) Adjustments based on adjusted current earn-
ings
(1) In general
The alternative minimum taxable income of
any corporation for any taxable year shall be
increased by 75 percent of the excess (if any)
of—
(A) the adjusted current earnings of the
corporation, over
(B) the alternative minimum taxable in-
come (determined without regard to this
subsection and the alternative tax net oper-
ating loss deduction).
(2) Allowance of negative adjustments
(A) In general

The alternative minimum taxable income
for any corporation of any taxable year,
shall be reduced by 75 percent of the excess
(if any) of—

(i) the amount referred to in subpara-
graph (B) of paragraph (1), over
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(ii) the amount referred to in subpara-
graph (A) of paragraph (1).
(B) Limitation

The reduction under subparagraph (A) for
any taxable year shall not exceed the excess
(if any) of—

(i) the aggregate increases in alternative
minimum taxable income under paragraph

(1) for prior taxable years, over

(i1) the aggregate reductions under sub-
paragraph (A) of this paragraph for prior
taxable years.

(3) Adjusted current earnings

For purposes of this subsection, the term
“‘adjusted current earnings’ means the alter-
native minimum taxable income for the tax-
able year—

(A) determined with the adjustments pro-
vided in paragraph (4), and

(B) determined without regard to this sub-
section and the alternative tax net operat-
ing loss deduction.

(4) Adjustments

In determining adjusted current earnings,
the following adjustments shall apply:

(A) Depreciation
(i) Property placed in service after 1989

The depreciation deduction with respect
to any property placed in service in a tax-
able year beginning after 1989 shall be de-
termined under the alternative system of
section 168(g). The preceding sentence
shall not apply to any property placed in
service after December 31, 1993, and the de-
preciation deduction with respect to such
property shall be determined under the
rules of subsection (a)(1)(A).

(ii) Property to which new ACRS system
applies

In the case of any property to which the
amendments made by section 201 of the
Tax Reform Act of 1986 apply and which is
placed in service in a taxable year begin-
ning before 1990, the depreciation deduc-
tion shall be determined—

(I) by taking into account the adjusted
basis of such property (as determined for
purposes of computing alternative mini-
mum taxable income) as of the close of
the last taxable year beginning before
January 1, 1990, and

(IT) by using the straight-line method
over the remainder of the recovery pe-
riod applicable to such property under
the alternative system of section 168(g).

(iii) Property to which original ACRS sys-
tem applies

In the case of any property to which sec-
tion 168 (as in effect on the day before the
date of the enactment of the Tax Reform
Act of 1986 and without regard to sub-
section (d)(1)(A)({i) thereof) applies and
which is placed in service in a taxable year
beginning before 1990, the depreciation de-
duction shall be determined—

(I) by taking into account the adjusted
basis of such property (as determined for
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purposes of computing the regular tax)
as of the close of the last taxable year
beginning before January 1, 1990, and

(IT) by using the straight line method
over the remainder of the recovery pe-
riod which would apply to such property
under the alternative system of section
168(g).

(iv) Property placed in service before 1981

In the case of any property not described
in clause (i), (ii), or (iii), the amount al-
lowable as depreciation or amortization
with respect to such property shall be de-
termined in the same manner as for pur-
poses of computing taxable income.

(v) Special rule for certain property

In the case of any property described in
paragraph (1), (2), (3), or (4) of section
168(f), the amount of depreciation allow-
able for purposes of the regular tax shall
be treated as the amount allowable under
the alternative system of section 168(g).

(B) Inclusion of items included for purposes
of computing earnings and profits

(i) In general

In the case of any amount which is ex-
cluded from gross income for purposes of
computing alternative minimum taxable
income but is taken into account in deter-
mining the amount of earnings and prof-
its—

(I) such amount shall be included in in-
come in the same manner as if such
amount were includible in gross income
for purposes of computing alternative
minimum taxable income, and

(IT) the amount of such income shall be
reduced by any deduction which would
have been allowable in computing alter-
native minimum taxable income if such
amount were includible in gross income.

The preceding sentence shall not apply in
the case of any amount excluded from
gross income under section 108 (or the cor-
responding provisions of prior law) or
under section 139A or 1357. In the case of
any insurance company taxable under sec-
tion 831(b), this clause shall not apply to
any amount not described in section 834(b).

(ii) Inclusion of buildup in life insurance
contracts

In the case of any life insurance con-
tract—

(I) the income on such contract (as de-
termined under section 7702(g)) for any
taxable year shall be treated as includ-
ible in gross income for such year, and

(IT) there shall be allowed as a deduc-
tion that portion of any premium which
is attributable to insurance coverage.

(iii) Tax exempt interest on certain hous-
ing bonds

Clause (i) shall not apply in the case of
any interest on a bond to which section
57(a)(5)(C)(iii) applies.
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(iv) Tax exempt interest on bonds issued in
2009 and 2010

(I) In general

Clause (i) shall not apply in the case of
any interest on a bond issued after De-
cember 31, 2008, and before January 1,
2011.

(IT) Treatment of refunding bonds

For purposes of subclause (I), a refund-
ing bond (whether a current or advance
refunding) shall be treated as issued on
the date of the issuance of the refunded
bond (or in the case of a series of refund-
ings, the original bond).

(III) Exception for certain refunding
bonds

Subclause (II) shall not apply to any
refunding bond which is issued to refund
any bond which was issued after Decem-
ber 31, 2003, and before January 1, 2009.

(C) Disallowance of items not deductible in
computing earnings and profits

(i) In general

A deduction shall not be allowed for any
item if such item would not be deductible
for any taxable year for purposes of com-
puting earnings and profits.

(ii) Special rule for certain dividends

(I) In general

Clause (i) shall not apply to any deduc-
tion allowable under section 243 or 245
for any dividend which is a 100-percent
dividend or which is received from a 20-
percent owned corporation (as defined in
section 243(c)(2)), but only to the extent
such dividend is attributable to income
of the paying corporation which is sub-
ject to tax under this chapter (deter-
mined after the application of sections
30A, 936 (including subsections (a)(4), (i),
and (j) thereof) and 921 (as in effect be-
fore its repeal by the FSC Repeal and
Extraterritorial Income Exclusion Act of
2000)).

(II) 100-percent dividend

For purposes of subclause (I), the term
100 percent dividend” means any divi-
dend if the percentage used for purposes
of determining the amount allowable as
a deduction under section 243 or 245 with
respect to such dividend is 100 percent.

(iii) Treatment of taxes on dividends from

936 corporations

(I) In general

For purposes of determining the alter-
native minimum foreign tax credit, 75
percent of any withholding or income
tax paid to a possession of the United
States with respect to dividends received
from a corporation eligible for the credit
provided by section 936 shall be treated
as a tax paid to a foreign country by the
corporation receiving the dividend.

(IT) Limitation

If the aggregate amount of the divi-
dends referred to in subclause (I) for any
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taxable year exceeds the excess referred
to in paragraph (1), the amount treated
as tax paid to a foreign country under
subclause (I) shall not exceed the
amount which would be so treated with-
out regard to this subclause multiplied
by a fraction the numerator of which is
the excess referred to in paragraph (1)
and the denominator of which is the ag-
gregate amount of such dividends.

(ITI) Treatment of taxes imposed on 936
corporation

For purposes of this clause, taxes paid
by any corporation eligible for the credit
provided by section 936 to a possession of
the United States shall be treated as a
withholding tax paid with respect to any
dividend paid by such corporation to the
extent such taxes would be treated as
paid by the corporation receiving the
dividend under rules similar to the rules
of section 902 (and the amount of any
such dividend shall be increased by the
amount so treated).

(IV) Separate application of foreign tax
credit limitations

In determining the alternative mini-
mum foreign tax credit, section 904(d)
shall be applied as if dividends from a
corporation eligible for the credit pro-
vided by section 936 were a separate cat-
egory of income referred to in a subpara-
graph of section 904(d)(1).

(V) Coordination with limitation on 936
credit

Any reference in this clause to a divi-
dend received from a corporation eligible
for the credit provided by section 936
shall be treated as a reference to the por-
tion of any such dividend for which the
dividends received deduction is dis-
allowed under clause (i) after the appli-
cation of clause (ii)(I).

(VI) Application to section 30A corpora-
tions

References in this clause to section 936
shall be treated as including references
to section 30A.

(iv) Special rule for certain dividends re-
ceived by certain cooperatives

In the case of an organization to which
part I of subchapter T (relating to tax
treatment of cooperatives) applies which is
engaged in the marketing of agricultural
or horticultural products, clause (i) shall
not apply to any amount allowable as a de-
duction under section 245(c).

(v) Deduction for domestic production
Clause (i) shall not apply to any amount
allowable as a deduction under section 199.
(vi) Special rule for certain distributions
from controlled foreign corporations

Clause (i) shall not apply to any deduc-
tion allowable under section 965.
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(D) Certain other earnings and profits ad-
justments

(i) Intangible drilling costs

The adjustments provided in section
312(n)(2)(A) shall apply in the case of
amounts paid or incurred in taxable years
beginning after December 31, 1989. In the
case of a taxpayer other than an inte-
grated oil company (as defined in section
291(b)(4)), in the case of any oil or gas well,
this clause shall not apply in the case of
amounts paid or incurred in taxable years
beginning after December 31, 1992.

(ii) Certain amortization provisions not to
apply

Sections 173 and 248 shall not apply to
expenditures paid or incurred in taxable
years beginning after December 31, 1989.

(iii) LIFO inventory adjustments

The adjustments provided in section
312(n)(4) shall apply, but only with respect
to taxable years beginning after December
31, 1989.

(iv) Installment sales

In the case of any installment sale in a
taxable year beginning after December 31,
1989, adjusted current earnings shall be
computed as if the corporation did not use
the installment method. The preceding
sentence shall not apply to the applicable
percentage (as determined under section
453A) of the gain from any installment sale
with respect to which section 453A(a)(1) ap-
plies.

(E) Disallowance of loss on exchange of debt
pools

No 1loss shall be recognized on the ex-
change of any pool of debt obligations for
another pool of debt obligations having sub-
stantially the same effective interest rates
and maturities.

(F) Depletion
(i) In general

The allowance for depletion with respect
to any property placed in service in a tax-
able year beginning after December 31,
1989, shall be cost depletion determined
under section 611.

(ii) Exception for independent oil and gas
producers and royalty owners

Clause (i) (and subparagraph (C)(i)) shall
not apply to any deduction for depletion
computed in accordance with section
613A(cC).

(G) Treatment of certain ownership changes

If—

(i) there is an ownership change (within
the meaning of section 382) in a taxable
year beginning after 1989 with respect to
any corporation, and

(ii) there is a net unrealized built-in loss
(within the meaning of section 382(h)) with
respect to such corporation,

then the adjusted basis of each asset of such
corporation (immediately after the owner-
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ship change) shall be its proportionate share
(determined on the basis of respective fair
market values) of the fair market value of
the assets of such corporation (determined
under section 382(h)) immediately before the
ownership change.

(H) Adjusted basis

The adjusted basis of any property with re-
spect to which an adjustment under this
paragraph applies shall be determined by ap-
plying the treatment prescribed in this para-
graph.

(I) Treatment of charitable contributions

Notwithstanding subparagraphs (B) and
(C), no adjustment related to the earnings
and profits effects of any charitable con-
tribution shall be made in computing ad-
justed current earnings.

(5) Other definitions
For purposes of paragraph (4)—
(A) Earnings and profits

The term ‘‘earnings and profits’> means
earnings and profits computed for purposes
of subchapter C.

(B) Treatment of alternative minimum tax-
able income

The treatment of any item for purposes of
computing alternative minimum taxable in-
come shall be determined without regard to
this subsection.

(6) Exception for certain corporations

This subsection shall not apply to any S cor-
poration, regulated investment company, real
estate investment trust, or REMIC.

(Added Pub. L. 99-514, title VII, §701(a), Oct. 22,
1986, 100 Stat. 2322; amended Pub. L. 100-203, title
X, §§10202(d), 10243(a), Dec. 22, 1987, 101 Stat.
1330-392, 1330-423; Pub. L. 100-647, title I,
§§1002(a)(12), 1007(b)(1)—-(14)(A), (15)-(19), title II,
§§2001(c)(3)(A), 2004(b)(2), (3), title V, §5041(b)(4),
title VI, §§6079(a)(1), 6303(a), Nov. 10, 1988, 102
Stat. 3355, 3428-3432, 3594, 3599, 3674, 3709, 3755;
Pub. L. 101-239, title VII, §§7205(b), 7611(a)-(£)(4),
7612(c)(1), (d)(1), 7811(d)(3), 7815(e)(2), (4), Dec. 19,
1989, 103 Stat. 2335, 2371-2374, 2408, 2419; Pub. L.
101-508, title XI, §§11103(b), 11301(b), 11531(a),
(b)(1), 11704(a)(1), 11801(a)(3), (c)(2)(A)~(C), ((G),

11812(b)(4), Nov. 5, 1990, 104 Stat. 1388-406,
1388-449, 1388-488, 1388-490, 1388-518, 1388-520,
1388-522, 1388-523, 1388-526, 1388-535; Pub. L.

102-486, title XIX, §1915(a)(2), (b)(2), (c)(1), (2),
Oct. 24, 1992, 106 Stat. 3023, 3024; Pub. L. 103-66,
title XIII, §§13115(a), 13171(b), 13227(c), Aug. 10,
1993, 107 Stat. 432, 454, 493; Pub. L. 104-188, title
I, §§1601(b)(2)(B), (C), 1621(b)(2), 1702(c)(1),
(e)1)(A), (@), (h)(12), 1704(t)(1), (48), Aug. 20,
1996, 110 Stat. 1832, 1833, 1867, 1869, 1870, 1873, 1874,
1887, 1889; Pub. L. 105-34, title III, §312(d)(1), title
IV, §§402, 403(a), title XII, §1212(a), Aug. 5, 1997,
111 Stat. 839, 844, 1000; Pub. L. 105-277, div. J,
title IV, §4006(c)(2), Oct. 21, 1998, 112 Stat.
2681-912; Pub. L. 106-519, §4(1), Nov. 15, 2000, 114
Stat. 2432; Pub. L. 106-554, §1(a)(7) [title III,
§314(d)], Dec. 21, 2000, 114 Stat. 2763, 2763A-643;
Pub. L. 107-147, title I, §102(c)(1), title IV,
§417(5), Mar. 9, 2002, 116 Stat. 26, 56; Pub. L.
108-173, title XII, §1202(b), Dec. 8, 2003, 117 Stat.
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2480; Pub. L. 108-311, title IV, §403(b)(4), Oct. 4,
2004, 118 Stat. 1187; Pub. L. 108-357, title I,
§§101(b)(4), 102(b), title II, §248(b)(1), title IV,
§422(b), title VIII, §835(b)(1), Oct. 22, 2004, 118
Stat. 1423, 1428, 1457, 1519, 1593; Pub. L. 109-58,
title XIII, §1326(d), Aug. 8, 2005, 119 Stat. 1017;
Pub. L. 109-135, title IV, §403(a)(14), (r)(2), Dec.
21, 2005, 119 Stat. 2619, 2628; Pub. L. 109-304,
§17(e)(1), Oct. 6, 2006, 120 Stat. 1707, Pub. L.
110-172, §11(g)(1), (2), Dec. 29, 2007, 121 Stat. 2489,
2490; Pub. L. 110-289, div. C, title I, §3022(a)(2),
July 30, 2008, 122 Stat. 2894; Pub. L. 110-343, div.
C, title VII, §§706(b)(3), 708(c), Oct. 3, 2008, 122
Stat. 3922, 3925; Pub. L. 111-5, div. B, title I,
§§1008(d), 1503(b), Feb. 17, 2009, 123 Stat. 318, 354;
Pub. L. 111-92, §13(b), Nov. 6, 2009, 123 Stat. 2993;
Pub. L. 111-148, title IX, §9013(c), Mar. 23, 2010,
124 Stat. 868; Pub. L. 113-295, div. A, title II,
§§215(b), 221(a)(9), (25)(B), (30)(C), Dec. 19, 2014,
128 Stat. 4034, 4038, 4040, 4042.)

REFERENCES IN TEXT

Section 201 of the Tax Reform Act of 1986, referred to
in subsecs. (a)(1)(C) and (g)(4)(A)(i), is section 201 of
Pub. L. 99-514, which amended sections 46, 167, 168, 178,
179, 280F, 291, 312, 465, 467, 514, 751, 1245, 4162, 6111, and
7701 of this title.

Sections 203, 204, and 251(d) of such Act, referred to in
subsec. (a)(1)(C), are sections 203, 204, and 251(d) of the
Tax Reform Act of 1986, Pub. L. 99-514. Sections 203 and
204 are set out as notes under section 168 of this title.
Section 251(d) is set out as a note under section 46 of
this title.

Subpars. (D) and (E) of section 63(c)(1), referred to in
subsec. (b)(1)(E), were repealed by Pub. L. 113-295, div.
A, title II, §221(a)(13)(A), Dec. 19, 2014, 128 Stat. 4039.

Subpar. (H) of section 172(b)(1), referred to subsec.
(@)(D)(A)(i)T), was repealed by Pub. L. 113-295, div. A,
title II, §221(a)(30)(A)(i1), Dec. 19, 2014, 128 Stat. 4041.

The date of the enactment of the Tax Reform Act of
1986, referred to in subsec. (g)(4)(A)(iii), is the date of
enactment of Pub. L. 99-514, which was approved Oct.
22, 1986.

The FSC Repeal and Extraterritorial Income Exclu-
sion Act of 2000, referred to in subsec. (2)(4)(C)({ii)(D), is
Pub. L. 106-519, Nov. 15, 2000, 114 Stat. 2423. For com-
plete classification of this Act to the Code, see Short
Title of 2000 Amendments note set out under section 1
of this title and Tables.

PRIOR PROVISIONS

A prior section 56, added Pub. L. 91-172, title III,
§301(a), Dec. 30, 1969, 83 Stat. 580; amended Pub. L.
91-614, title V, §501(a), Dec. 31, 1970, 84 Stat. 1846; Pub.
L. 92-178, title VI, §601(c)(4), (5), Dec. 10, 1971, 85 Stat.
558; Pub. L. 93-406, title II, §§2001(g)(2)(D), 2002(g)(4),
2005(c)(7), Sept. 2, 1974, 88 Stat. 957, 968, 991; Pub. L.
94-12, title II, §§203(b)(2), (3), 208(d)(2), (3), Mar. 29, 1975,
89 Stat. 30, 35, Pub. L. 94-455, title III, §301(a), (b),
(©)4)(B), Oct. 4, 1976, 90 Stat. 1549, 1552; Pub. L. 95-30,
title II, §202(d)(2), May 23, 1977, 91 Stat. 148; Pub. L.
95-600, title I, §141(d), Nov. 6, 1978, 92 Stat. 2794; Pub. L.
95-618, title I, §101(b)(2), Nov. 9, 1978, 92 Stat. 3179; Pub.
L. 96222, title I, §101(a)(T)(L)({1ii)(IV), Apr. 1, 1980, 94
Stat. 200; Pub. L. 97-34, title III, §331(c)(2), Aug. 13, 1981,
95 Stat. 293; Pub. L. 97-248, title II, §201(d)(1), formerly
§201(c)(1), Sept. 3, 1982, 96 Stat. 419, renumbered
§201(d)(1), Pub. L. 97-448, title III, §306(a)(1)(A)({1), Jan.
12, 1983, 96 Stat. 2400; Pub. L. 98-369, div. A, title IV,
§474(r)(1), July 18, 1984, 98 Stat. 839; Pub. L. 99-514, title
XTI, §1171(b)(3), Oct. 22, 1986, 100 Stat. 2513, related to a
corporate minimum tax, prior to the general revision
of this part by Pub. L. 99-514, §701(a).

AMENDMENTS

2014—Subsec. (b)(1)(C)(ii) to (v). Pub. L. 113-295,
§221(a)(25)(B), redesignated cls. (iii) to (v) as (ii) to (iv),
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respectively, and struck out former cl. (ii) which read
as follows: ‘‘sections 163(d)(6) and 163(h)(5) (relating to
phase-ins) shall not apply,”.

Subsec. (d)(3). Pub. L. 113-295, §221(a)(30)(C), struck
out par. (3). Text read as follows: ‘‘In the case of a tax-
payer which has a qualified disaster loss (as defined by
section 172(b)(1)(J)) for the taxable year, paragraph (1)
shall be applied by increasing the amount determined
under subparagraph (A)(ii)(I) thereof by the sum of the
carrybacks and carryovers of such loss.”

Subsec. (2)(9)(C)(iv). Pub. L. 113-295, §215(b), sub-
stituted ‘‘an organization to which part I of subchapter
T (relating to tax treatment of cooperatives) applies
which is engaged in the marketing of agricultural or
horticultural products’ for ‘‘a cooperative described in
section 927(a)(4)”. See 2007 Amendment note below.

Subsec. (g)(4)(F)({i). Pub. L. 113-295, §221(a)(9), sub-
stituted ‘‘Clause (i)’ for ‘‘In the case of any taxable
year beginning after December 31, 1992, clause (i)”.

2010—Subsec. (b)(1)(B). Pub. L. 111-148 substituted
“without regard to subsection (f) of such section’ for
“by substituting ‘10 percent’ for ‘7.5 percent’ .

2009—Subsec. (b)(1)(E). Pub. L. 111-5, §1008(d), sub-
stituted ‘‘subparagraphs (D) and (E) of section 63(c)(1)”’
for ‘‘section 63(c)(1)(D)”".

Subsec. (A)(1)(A)({i)(T). Pub. L. 111-92 amended subcl.
(I) generally. Prior to amendment, subcl. (I) read as fol-
lows: ‘“‘the amount of such deduction attributable to
the sum of carrybacks of net operating losses from tax-
able years ending during 2001 or 2002 and carryovers of
net operating losses to taxable years ending during 2001
and 2002, or’’.

Subsec. (2)(4)(B)(iv). Pub. L. 111-5, §1503(b), added cl.
iv).

2008—Subsec. (b)(1)(E). Pub. L. 110-343, §706(b)(3), in-
serted at end ‘“The preceding sentence shall not apply
to so much of the standard deduction as is determined
under section 63(c)(1)(D).”’

Subsec. (d)(3). Pub. L. 110-343, §708(c), added par. (3).

Subsec. (2)(4)(B)(iii). Pub. L. 110-289 added cl. (iii).

2007—Subsec. (2)(4)(C)({i)(D). Pub. L. 110-172, §11(g)(1),
substituted ‘921 (as in effect before its repeal by the
FSC Repeal and Extraterritorial Income Exclusion Act
of 2000)” for ‘921",

Subsec. (2)(4)(C)(iv). Pub. L. 110-172, §11(g)(2), which
purported to amend subsec. (g)(4)(C)(iv) of this section,
but directed the amendment of section 54(g)(4)(C)(iv) of
this title, by substituting ‘‘an organization to which
part I of subchapter T (relating to tax treatment of co-
operatives) applies which is engaged in the marketing
of agricultural or horticultural products’ for ‘‘a coop-
erative described in section 927(a)(4)”’, was not executed
in light of the identical amendment made by Pub. L.
113-295, §215(b), effective as if included in Pub. L.
110-172. See 2014 Amendment note above.

2006—Subsec. (¢)(2). Pub. L. 109-304, in introductory
provisions, substituted ‘‘chapter 535 of title 46, United
States Code” for ‘‘section 607 of the Merchant Marine
Act, 1936 (46 U.S.C. 1177)”, and, in subpars. (A) and (B),
substituted ‘‘such chapter 535 for ‘‘such section 607".

2005—Subsec. (a)(1)(B). Pub. L. 109-58 inserted ‘‘, or in
section 168(e)(3)(C)(iv)”’ before period at end.

Subsec. (b)(1)(A)(Ii). Pub. L. 109-135, §403(r)(2), in-
serted ‘‘or clause (ii) of section 164(b)(56)(A)”’ before pe-
riod at end.

Subsec. (M(A)DAD), (1HAI). Pub. L. 109-135,
§403(a)(14), substituted ‘‘such deduction and the deduc-
tion under section 199>’ for ‘‘such deduction’.

2004—Subsec. (@@DA)@D). Pub. L. 108-311,
§403(b)(4)(A), struck out ‘‘attributable to carryovers’
after ‘‘other than the deduction’.

Subsec. (A)(1)(A)({i)(T). Pub. L. 108-311, §403(b)(4)(B),
substituted ‘‘from taxable years’” for ‘‘for taxable
years’ and ‘‘carryovers’ for ‘‘carryforwards’.

Subsec. (2)(4)(B)(i). Pub. L. 108-357, §248(b)(1), inserted
“or 1357 after ‘‘section 139A” in concluding provisions.

Pub. L. 108-357, §101(b)(4), struck out “114 or” before
““139A”’ in concluding provisions.

Subsec. (g)(4)(C)(v). Pub. L. 108-357, §102(b), added cl.
(v).
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Subsec. (g)(4)(C)(vi). Pub. L. 108-357, §422(b), added cl.
(vi).

Subsec. (g)(6). Pub. L. 108-357, §835(b)(1), substituted
“or REMIC” for “REMIC, or FASIT”.

2003—Subsec. (g)(4)(B)(1). Pub. L. 108-173 inserted ‘‘or
139A” after ‘‘section 114’ in concluding provisions.

2002—Subsec. (a)(1)(A)@{i). Pub. L. 107-147, §417(5), sub-
stituted ‘‘such section 1250 for ‘‘such 1250’ in conclud-
ing provisions.

Subsec. (d)(1)(A). Pub. L. 107-147, §102(c)(1), amended
subpar. (A) generally. Prior to amendment, subpar. (A)
read as follows: ‘‘the amount of such deduction shall
not exceed 90 percent of alternate minimum taxable in-
come determined without regard to such deduction,
and”.

2000—Subsec. (a)(1)(A)(ii). Pub. L. 106-554 inserted
‘‘(and the straight line method shall be used for such
1250 property)”’ before ‘‘or to any other property’ in
concluding provisions.

Subsec. (g)(4)(B)(i). Pub. L. 106-519 inserted ‘‘or under
section 114" before the period at end of first sentence in
concluding provisions.

1998—Subsec. (a)(3). Pub. L. 105-277 substituted ‘‘sec-
tion 460(b)(1)”’ for ‘‘section 460(b)(2)”’ and ‘‘section
460(b)(3)” for ‘‘section 460(b)(4)”.

1997—Subsec. (a)(1)(A)(d). Pub. L. 105-34, §402(a), in-
serted at end ‘“‘In the case of property placed in service
after December 31, 1998, the preceding sentence shall
not apply but clause (ii) shall continue to apply.”’

Subsec. (a)(b). Pub. L. 105-34, §402(b), inserted at end
“In the case of such a facility placed in service after
December 31, 1998, such deduction shall be determined
under section 168 using the straight line method.”

Subsec. (a)(6) to (8). Pub. L. 105-34, §403(a), redesig-
nated pars. (7) and (8) as (6) and (7), respectively, and
struck out former par. (6) which read as follows:

“(6) INSTALLMENT SALES OF CERTAIN PROPERTY.—In
the case of any disposition after March 1, 1986, of any
property described in section 1221(1), income from such
disposition shall be determined without regard to the
installment method under section 453. This paragraph
shall not apply to any disposition with respect to which
an election is in effect under section 453(1)(2)(B).”’

Subsec. (e)(1)(A), (3)(B)(@). Pub. L. 105-34, §312(d)(1),
substituted ‘‘section 121" for ‘‘section 1034”.

Subsec. (2)(H(B)(1). Pub. L. 105-34, §1212(a), inserted
at end of concluding provisions ‘‘In the case of any in-
surance company taxable under section 831(b), this
clause shall not apply to any amount not described in
section 834(b).””

1996—Subsec. (b)(3). Pub. L. 104-188, §1702(h)(12), pro-
vided that the amendment made by section
11801(c)(9)(G)(ii) of Pub. L. 101-508 shall be applied as if
it struck ‘‘Section 422A(c)(2)” and inserted ‘‘Section
422(c)(2)’. See 1990 Amendment note below.

Subsec. (d)(1)(B)(ii). Pub. L. 101-508, §1702(e)(1)(A),
amended cl. (ii) generally. Prior to amendment, cl. (ii)
read as follows: ‘‘in the case of taxable years beginning
after December 31, 1986, section 172(b)(2) shall be ap-
plied by substituting ‘90 percent of alternative mini-
mum taxable income determined without regard to the
alternative tax net operating loss deduction’ for ‘tax-
able income’ each place it appears.”

Subsec. (2)(1), (2)(A). Pub. L. 104-188, §1704(t)(48), pro-
vided that section 11801(c)(2)(B) of Pub. L. 101-508 shall
be applied as if ‘‘section 56(g)’’ appeared instead of
‘‘section 59(g)”’. See 1990 Amendment note below.

Subsec. (g)(4)(C)({i)(T). Pub. L. 104-188, §1601(b)(2)(B),
inserted ‘‘30A,”" before ‘936’ and substituted ¢, (i), and
(j)” for ““and (i)”.

Subsec. (2)(H)(C)(ii)(II). Pub. L. 104-188, §1704(t)(1),
substituted ‘‘of subclause” for ‘‘of the subclause”.

Subsec. (2)(®H(CH)(i)(VD). Pub. L. 104-188,
§1601(b)(2)(C), added subcl. (VI).

Subsec. (g)(4)(D)(ii). Pub. L. 104-188, §1702(g)(4), in-
serted ‘‘, but only with respect to taxable years begin-
ning after December 31, 1989’ before period at end.

Subsec. (2)(4)(H) to (J). Pub. L. 104-188, §1702(c)(1), re-
designated subpars. (I) and (J) as (H) and (I), respec-
tively.
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Subsec. (g)(6). Pub. L. 104-188, §1621(b)(2), substituted
“REMIC, or FASIT” for ‘“‘or REMIC”.

1993—Subsec. (2)(4)(A)({1). Pub. L. 103-66, §13115(a), in-
serted at end ‘““The preceding sentence shall not apply
to any property placed in service after December 31,
1993, and the depreciation deduction with respect to
such property shall be determined under the rules of
subsection (a)(1)(A).”

Subsec. (2)(4)(C)(di)(I). Pub. L. 103-66, §13227(c)(1), sub-
stituted ‘‘sections 936 (including subsections (a)(4) and
(i) thereof) and 921" for ‘‘sections 936 and 921”°.

Subsec. (2)@)(C)({di1)AV), (V). Pub. L.
§13227(c)(2), added subcls. (IV) and (V).

Subsec. (2)(4)(J). Pub. L. 103-66, §13171(b), added sub-
par. (J).

1992—Subsec. (d)(1)(A). Pub. L. 102486, §1915(c)(2),
amended subpar. (A) generally. Prior to amendment,
subpar. (A) read as follows: ‘‘the amount of such deduc-
tion shall not exceed the excess (if any) of—

‘(i) 90 percent of alternative minimum taxable in-
come determined without regard to such deduction
and the deduction under subsection (h), over

‘‘(ii) the deduction under subsection (h), and”’.
Subsec. (2)(4)(D)(1). Pub. L. 102-486, §1915(b)(2), in-

serted at end ‘‘In the case of a taxpayer other than an
integrated oil company (as defined in section 291(b)(4)),
in the case of any oil or gas well, this clause shall not
apply in the case of amounts paid or incurred in tax-
able years beginning after December 31, 1992.”’

Subsec. (2)(4)(F). Pub. L. 102-486, §1915(a)(2), amended
subpar. (F) generally. Prior to amendment, subpar. (F)
read as follows: ‘“The allowance for depletion with re-
spect to any property placed in service in a taxable
year beginning after 1989 shall be cost depletion deter-
mined under section 611.”

Subsec. (h). Pub. L. 102486, §1915(c)(1), struck out
subsec. (h) which related to adjustment based on en-
ergy preferences.

1990—Subsec. (a)(1)(D). Pub. L. 101-508, §11812(b)(4),

103-66,

substituted ‘“‘section 168(i)(10)”’ for ‘‘section
167(D(3)(A)".

Subsec. (b)(1)(F). Pub. L. 101-508, §11103(b), added sub-
par. (F).

Subsec. (b)(3). Pub. L. 101-508, §11801(c)(9)(G)(i), sub-
stituted ‘‘section 422" for ‘‘section 422A°.

Pub. L. 101-508, §11801(c)(9)(G)(ii), which directed the
substitution of ‘‘section 422(c)(2)” for ‘‘section
422A(c)(2)”’, was executed by substituting ‘‘Section
422(c)(2)”’ for ‘“‘Section 422A(c)(2)”’. See 1996 Amendment
note above.

Subsec. (c)(1). Pub. L. 101-508, §11801(c)(2)(A), sub-
stituted heading for one which read: ‘“‘Adjustment for
book income or adjusted current earnings’” and amend-
ed text generally. Prior to amendment, text read as fol-
lows:

‘“(A) BOOK INCOME ADJUSTMENT.—For taxable years
beginning in 1987, 1988, and 1989, alternative minimum
taxable income shall be adjusted as provided under sub-
section (f).

‘“(B) ADJUSTED CURRENT EARNINGS.—For taxable years
beginning after 1989, alternative minimum taxable in-
come shall be adjusted as provided under subsection
(®).”

Subsec. (d)(1)(A). Pub. L. 101-508, §11531(b)(1), amend-
ed subpar. (A) generally. Prior to amendment, subpar.
(A) read as follows: ‘‘the amount of such deduction
shall not exceed 90 percent of alternative minimum
taxable income determined without regard to such de-
duction, and”.

Subsec. (f). Pub. L. 101-508, §11801(a)(3), struck out
subsec. (f) which related to adjustments for book in-
come of corporations with respect to minimum taxable
income, adjusted net book income, adjustments for cer-
tain taxes, special rules for related corporations for
consolidated returns, treatment of dividends, state-
ments covering different periods, special rule for co-
operatives, treatment and limitation of taxes on divi-
dends from 936 corporations, rules for Alaska native
corporations, special rules for life insurance companies,
exclusion of certain income from transfer of stock for
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debt, secretarial authority to adjust items, applicable
financial statements, earnings and profits used, special
rules for more than one statement and exception for
certain corporations.

Subsec. (g)(1), (2)(A). Pub. L. 101-508, §11801(c)(2)(B),
which directed that pars. (1) and (2) ‘‘of section 59(g)
are each amended by striking ‘beginning after 1989’ ",
was executed to pars. (1) and (2)(A) of subsec. (g) of this
section after ‘‘any taxable year’”. See 1996 Amendment
note above.

Subsec. (g)(4)(C)(iii). Pub. L. 101-508, §11801(c)(2)(C),
substituted heading for one which read: ‘‘Special rule
for dividends from section 936 companies’ and amended
text generally. Prior to amendment, text read as fol-
lows: ‘“‘In the case of any dividend received from a cor-
poration eligible for the credit provided by section 936,
rules similar to the rules of subparagraph (F) of sub-
section (f)(1) shall apply, except that ‘75 percent’ shall
be substituted for ‘560 percent’ in clause (i) thereof.”

Subsec. (2)(4)(D)(@i). Pub. L. 101-508, §11704(a)(1), sub-
stituted ‘“‘years” for ‘‘year’.

Subsec. (2)(4)(F) to (H). Pub. L. 101-508, §11301(b), re-
designated subpars. (G) and (H) as (F) and (G), respec-
tively, and struck out former subpar. (F) which pro-
vided that acquisition expenses for life insurance com-
panies be capitalized and amortized in accordance with
the treatment generally required under generally ac-
cepted accounting principles as if this subparagraph ap-
plied to all taxable years.

Subsec. (h). Pub. L. 101-508, §11531(a), added subsec.
(D).
1989—Subsec. (a)(3). Pub. L. 101-239, §7815(e)(2)(B),
substituted ‘“The first sentence of this paragraph shall
not” for ‘“The preceding sentence shall not”.

Pub. L. 101-239, §7815(e)(2)(A), made clarifying amend-
ment to directory language of Pub. L. 100-647,
§5041(b)(4), see 1988 Amendment note below.

Pub. L. 101-239, §7612(c)(1), struck out ‘‘with respect
to which the requirements of clauses (i) and (ii) of sec-
tion 460(e)(1)(B) are met’’ after ‘‘section 460(e)(6))”’.

Subsec. (b)(2)(D). Pub. L. 101-239, §7612(d)(1), added
subpar. (D).

Subsec. (b)(3). Pub. L. 101-239, §7811(d)(3), inserted
after first sentence ‘‘Section 422A(c)(2) shall apply in
any case where the disposition and the inclusion for
purposes of this part are within the same taxable year
and such section shall not apply in any other case.”
and substituted ‘‘this paragraph’ for ‘‘the preceding
sentence’’ in last sentence.

Subsec. (g)(4)(A)({1). Pub. L. 101-239, §7611(a)(1)(A),
amended cl. (i) generally. Prior to amendment cl. (i)
read as follows: ‘“The depreciation deduction with re-
spect to any property placed in service in a taxable
yvear beginning after 1989 shall be determined under
whichever of the following methods yields deductions
with a smaller present value:

‘“(I) The alternative system of section 168(g), or
“(IT) The method used for book purposes.”

Subsec. (2)(9)(A)(iii). Pub. L. 101-239, §7611(a)(2), in-
serted ‘‘and which is placed in service in a taxable year
beginning before 1990’’ after ‘‘thereof) applies’.

Subsec. (2)4)(A)(v) to (vii). Pub. L. 101-239,
§7611(a)(1)(B), redesignated cl. (vii) as (v), and struck
out former cl. (v), which related to use of slower meth-
od if used for book purposes, and cl. (vi), which related
to election to have cumulative limitation.

Subsec. (2)(H)(B)(1). Pub. L. 101-239, §7611(f)(2), in-
serted at end ‘‘The preceding sentence shall not apply
in the case of any amount excluded from gross income
under section 108 (or the corresponding provisions of
prior law).”

Subsec. (g)(4)(B)(iii). Pub. L. 101-239, §7611(f)(3), re-
pealed cl. (iii) which read as follows: ‘‘In the case of any
annuity contract, the income on such contract (as de-
termined under section 72(u)(2)) shall be treated as in-
cludible in gross income for such year. The preceding
sentence shall not apply to any annuity contract which
is held under a plan described in section 403(a) or which
is described in section 72(u)(3)(C).”

Subsec. (2)(4)(C)(ii). Pub. L. 101-239, §7611(d), amended
cl. (ii) generally. Prior to amendment, cl. (ii) read as
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follows: ‘‘Clause (i) shall not apply to any deduction al-
lowable under section 243 or 245 for a 100-percent divi-
dend—

‘() if the corporation receiving such dividend and
the corporation paying such dividend could not be
members of the same affiliated group under section
1504 by reason of section 1504(b),

‘(II) but only to the extent such dividend is attrib-
utable to income of the paying corporation which is
subject to tax under this chapter (determined after
the application of sections 936 and 921).

For purposes of the preceding sentence, the term ‘100
percent dividend’ means any dividend if the percentage
used for purposes of determining the amount allowable
as a deduction under section 243 or 245 with respect to
such dividend is 100 percent.”

Subsec. (2)(4)(C)(iv). Pub. L. 101-239, §7611(e), added
cl. (iv).

Subsec. (g)(4)(D). Pub. L. 101-239, §7611(b), amended
subpar. (D) generally, in cl. (i), substituting provisions
directing that adjustments in section 312(n)(2)(A) be ap-
plied, for provisions directing adjustments in section
312(n) be applied, with certain exceptions, in cl. (ii),
substituting provisions directing that sections 173 and
248 not apply to expenditures paid or incurred in tax-
able years beginning after December 31, 1989, for mate-
rial relating to special rule for intangible drilling costs
and mineral exploration and development costs, and
adding cls. (iii) and (iv).

Subsec. (@HD)GH)AV), (V). Pub. L. 101-239,
§7815(e)(4), added subcl. (IV) relating to inapplicability
of pars. (6) to (8) and struck out former subcls. (IV) and
(V), which read as follows:

“(IV) paragraph (6) shall apply only to contracts en-
tered into on or after March 1, 1986, and

(V) paragraphs (7) and (8) shall not apply.”

Subsec. (2)(4)(G). Pub. L. 101-239, §7611(c), amended
subpar. (G) generally. Prior to amendment, subpar. (G)
read as follows: ‘“The allowances for depletion with re-
spect to any property placed in service in a taxable
year beginning after 1989, shall be determined under
whichever of the following methods yields deductions
with a smaller present value:

‘(i) cost depletion determined under section 611, or

“‘(ii) the method used for book purposes.’’

Subsec. (g)(4)(H). Pub. L. 101-239, §7205(b), added cl.
(ii) and concluding provision and struck out former cl.
(ii) and concluding provision which read as follows:

“(ii)(X) the aggregate adjusted bases of the assets of
such corporation (immediately after the change), ex-
ceed

““(IT) the value of the stock of such corporation (as de-
termined for purposes of section 382), properly adjusted
for liabilities and other relevant items,
then the adjusted basis of each asset of such corpora-
tion (as of such time) shall be its proportionate share
(determined on the basis of respective fair market val-
ues) of the amount referred to in clause (ii)(I1).”’

Subsec. (g)(4)(H)({). Pub. L. 101-239, §7611(f)(1), sub-
stituted ‘“‘in a taxable year beginning after 1989’ for
“after the date of the enactment of the Tax Reform Act
of 1986”°.

Subsec. (2)(5)(A). Pub. L. 101-239, §7611(f)(4), redesig-
nated subpar. (B) as (A) and struck out former subpar.
(A) which defined ‘‘book purposes’.

Subsec. (g)(5)(B). Pub. L. 101-239, §7611(f)(4), redesig-
nated subpar. (D) as (B). Former subpar. (B) redesig-
nated (A).

Subsec. (2)(6)(C). Pub. L. 101-239, §7611(f)(4), struck
out subpar. (C) which read as follows: ‘< PRESENT
VALUE.—Present value shall be determined as of the
time the property is placed in service (or, if later, as of
the beginning of the first taxable year beginning after
1989) and under regulations prescribed by the Sec-
retary.”

Subsec. (g)(5)(D). Pub. L. 101-239, §7611(f)(4), redesig-
nated subpar. (D) as (B).

1988—Subsec. (a)(1)(A)({). Pub. L. 100-647, §1007(b)(15),
substituted ‘‘personal’” for ‘“real’” in heading.

Subsec. (a)1)(C)(1). Pub. L. 100-647, §1002(a)(12), in-
serted ‘‘by reason of section 203, 204, or 251(d) of such
Act” after ‘‘do not apply’’.
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Subsec. (a)(3). Pub. L. 100-647, §5041(b)(4), as amended
by Pub. L. 101-239, §7815(e)(2)(A), inserted at end ‘‘The
preceding sentence shall not apply to any home con-
struction contract (as defined in section 460(e)(6)) with
respect to which the requirements of clauses (i) and (ii)
of section 460(e)(1)(B) are met.”

Pub. L. 100-647, §1007(b)(1), inserted at end ‘‘For pur-
poses of the preceding sentence, in the case of a con-
tract described in section 460(e)(1), the percentage of
the contract completed shall be determined under sec-
tion 460(b)(2) by using the simplified procedures for al-
location of costs prescribed under section 460(b)(4).”

Subsec. (a)(8). Pub. L. 100-647, §1007(b)(19), added par.
(8).

Subsec. (b)(1). Pub. L. 100-647, §1007(b)(16), struck out
‘“‘itemized’”’ after ‘‘Limitation on’’ in heading.

Subsec. (b)(1)(C)(ii). Pub. L. 100-647, §2004(b)(2), sub-
stituted 163(h)(5)” for “163(h)(6)”.

Subsec. (b)(1)(C)(iii). Pub. L. 100-647, §1007(b)(4), sub-
stituted ‘‘specified private activity bond” for ‘‘specified
activity bond’ before ‘‘under’”, and ‘57(a)(5)(B)’’ for
*566(a)(5)(B)”.

Subsec. (b)(1)(C)(iv), (v). Pub. L. 100-647, §1007(0b)(3),
added cls. (iv) and (v).

Subsec. (b)(1)(E). Pub. L. 100-647, §1007(b)(2), sub-
stituted ‘‘and deduction for personal exemptions not al-
lowed” for ‘‘not allowed” in heading and amended text
generally. Prior to amendment, text read as follows:
““The standard deduction provided in section 63(c) shall
not be allowed.”

Subsec. (b)(3). Pub. L. 100-647, §1007(b)(14)(A), added
par. (3).

Subsec. (c)(1). Pub. L. 100-647, §1007(b)(13)(A), sub-
stituted ‘‘adjusted current earnings’ for ‘‘adjusted
earnings and profits’’ in heading.

Subsec. (¢)(1)(B). Pub. L. 100-647, §1007(b)(13)(B), sub-
stituted ‘‘Adjusted current earnings” for ‘‘Adjusted
earnings and profits’’ in heading.

Subsec. (d)(2)(A). Pub. L. 100-647, §1007(b)(5), struck
out ‘“‘(other than subsection (a)(6) thereof)”’ after ‘‘for
such year” in cl. (ii) and inserted sentence at end pro-
viding that an item of tax preference shall be taken
into account under clause (ii).

Subsec. (e)(1). Pub. L. 100-647, §2004(b)(3)(A), sub-
stituted ‘“‘improving’’ for ‘‘rehabilitating’ in introduc-
tory text.

Pub. L. 100-647, §1007(b)(6)(A)(i), inserted ‘‘qualified
residence interest (as defined in section 163(h)(3)) and
is” after ‘‘interest which is’’ in introductory text.

Subsec. (e)(1)(A). Pub. L. 100-647, §2004(b)(3)(B), struck
out ‘‘or is paid’’ after ‘‘accrues’.

Subsec. (e)(1)(B). Pub. L. 100-647, §1007(b)(6)(A)(ii),
substituted ‘‘section 163(h)(4)”’ for ‘‘section 163(h)(3)’.

Subsec. (e)(3). Pub. L. 100-647, §1007(b)(6)(B), sub-
stituted ‘‘interest which is qualified residence interest
(as defined in section 163(h)(3)) and is paid or accrued”
for ‘“‘interest paid or accrued’’.

Subsec. (£)(2)(B). Pub. L. 100-647, §2001(c)(3)(A), in-
serted at end ‘‘No adjustment shall be made under this
subparagraph for the tax imposed by section 59A.”

Pub. L. 100-647, §1007(b)(7), inserted ‘‘(otherwise eligi-
ble for the credit provided by section 901 without re-
gard to section 901(j))” after ‘‘any such taxes’.

Subsec. (£)(2)(F). Pub. L. 100-647, §1007(b)(11)(A), sub-
stituted ‘““Treatment of taxes on dividends from 936 cor-
porations” for ‘‘Treatment of dividends from 936 cor-
porations’ in heading and amended text generally, sub-
stituting cls. (i) to (iii) for former cls. (i) and (ii).

Subsec. (H)(2)(D), (J). Pub. L. 100-647, §6303(a), added
subpar. (I) and redesignated former subpar. (I) as (J).

Subsec. (£)(3)(A)(iii). Pub. L. 100-647, §1007(b)(8), in-
serted ‘‘for a substantial nontax purpose’ after ‘‘an in-
come statement’’.

Subsec. (£)(3)(B). Pub. L. 100-647, §1007(b)(9), sub-
stituted ‘‘this subsection’ for ‘‘paragraph (3)(A)” in
penultimate sentence.

Subsec. (f)(3)(C). Pub. L. 100-647, §1007(b)(10), inserted
at end “If the taxpayer has 2 or more statements de-
scribed in the clause (or subclause) with the lowest
number designation, the applicable financial statement
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shall be the one of such statements specified in regula-
tions.”

Subsec. (2)(4)(A)(vi), (vii). Pub. L. 100-647, §1007(b)(17),
added cls. (vi) and (vii).

Subsec. (g)(d)(B)({ii). Pub. L. 100-647, §6079(a)(1),
amended last sentence generally, inserting ‘“‘which is”
after ‘‘any annuity contract’” and ‘‘or which is de-
scribed in section 72(u)(3)(C)”’ after ‘‘in section 403(a)’’.

Pub. L. 100-647, §1007(b)(12), inserted at end ‘‘The pre-
ceding sentence shall not apply to any annuity con-
tract held under a plan described in section 403(a).”’

Subsec. (2)(9)(C)(iii). Pub. L. 100-647, §1007(b)(11)(B),
substituted ‘‘clause (i)’ for ‘‘clause (ii)(I)”.

Subsec. (g)(4)(I). Pub. L. 100-647, §1007(b)(18), added
subpar. (I).

1987—Subsec. (a)(6). Pub. L. 100-203, §10202(d), amend-
ed par. (6) generally. Prior to amendment, par. (6) read
as follows: “‘In the case of any—

‘“(A) disposition after March 1, 1986, of property de-
scribed in section 1221(1), or
‘(B) other disposition if an obligation arising from
such disposition would be an applicable installment
obligation (as defined in section 453C(e)) to which sec-
tion 453C applies,
income from such disposition shall be determined with-
out regard to the installment method under section 453
or 453A and all payments to be received for the disposi-
tion shall be deemed received in the taxable year of the
disposition. This paragraph shall not apply to any dis-
position with respect to which an election is in effect
under section 453C(e)(4).”

Subsec. ()(2)(H), (I). Pub. L. 100-203, §10243(a), added

subpar. (H) and redesignated former subpar. (H) as (I).

EFFECTIVE DATE OF 2014 AMENDMENT

Pub. L. 113-295, div. A, title II, §215(c), Dec. 19, 2014,
128 Stat. 4034, provided that: ‘“The amendments made
by this section [amending this section and section 911
of this title] shall take effect as if included in the pro-
visions of the Tax Technical Corrections Act of 2007
[Pub. L. 110-172] to which they relate.”

Amendment by section 221(a)(9), (25)(B), (30)(C) of
Pub. L. 113-295 effective Dec. 19, 2014, subject to a sav-
ings provision, see section 221(b) of Pub. L. 113-295, set
out as a note under section 1 of this title.

EFFECTIVE DATE OF 2010 AMENDMENT

Pub. L. 111-148, title IX, §9013(d), Mar. 23, 2010, 124
Stat. 868, provided that: ‘“The amendments made by
this section [amending this section and section 213 of
this title] shall apply to taxable years beginning after
December 31, 2012.”’

EFFECTIVE DATE OF 2009 AMENDMENT

Pub. L. 111-92, §13(e), (f), Nov. 6, 2009, 123 Stat. 2994,
2995, as amended by Pub. L. 113-295, div. A, title II,
§220(bb), Dec. 19, 2014, 128 Stat. 4037, provided that:

‘‘(e) EFFECTIVE DATES.—

‘(1) IN GENERAL.—Except as otherwise provided in
this subsection, the amendments made by this sec-
tion [amending this section and sections 172 and 810
of this title] shall apply to net operating losses aris-
ing in taxable years ending after December 31, 2007.

‘(2) ALTERNATIVE TAX NET OPERATING LOSS DEDUC-
TION.—The amendment made by subsection (b)
[amending this section] shall apply to taxable years
ending after December 31, 2002.

¢“(3) LOSS FROM OPERATIONS OF LIFE INSURANCE COM-
PANIES.—The amendment made by subsection (c)
[amending section 810 of this title] shall apply to
losses from operations arising in taxable years ending
after December 31, 2007.

‘“(4) TRANSITIONAL RULE.—In the case of any net op-
erating loss (or, in the case of a life insurance com-
pany, any loss from operations) for a taxable year
ending before the date of the enactment of this Act
[Nov. 6, 2009]1—

‘“(A) any election made under section 172(b)(3) or

810(b)(3) of the Internal Revenue Code of 1986 with
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respect to such loss may (notwithstanding such sec-
tion) be revoked before the due date (including ex-
tension of time) for filing the return for the tax-
payer’s last taxable year beginning in 2009, and

“(B) any application under section 6411(a) of such
Code with respect to such loss shall be treated as
timely filed if filed before such due date.

“(f) EXCEPTION FOR TARP RECIPIENTS.—The amend-
ments made by this section [amending this section and
sections 172 and 810 of this title] shall not apply to—

‘(1) any taxpayer if—

‘“(A) the Federal Government acquired before the
date of the enactment of this Act [Nov. 6, 2009] an
equity interest in the taxpayer pursuant to the
Emergency Economic Stabilization Act of 2008 [div.
A of Pub. L. 110-343, see Tables for classification],

‘“(B) the Federal Government acquired before
such date of enactment any warrant (or other right)
to acquire any equity interest with respect to the
taxpayer pursuant to the Emergency Economic
Stabilization Act of 2008, or

“(C) such taxpayer receives after such date of en-
actment funds from the Federal Government in ex-
change for an interest described in subparagraph
(A) or (B) pursuant to a program established under
title I of division A of the Emergency Economic
Stabilization Act of 2008 [see Tables for classifica-
tion] (unless such taxpayer is a financial institu-
tion (as defined in section 3 of such Act [12 U.S.C.
5202]) and the funds are received pursuant to a pro-
gram established by the Secretary of the Treasury
for the stated purpose of increasing the availability
of credit to small businesses using funding made
available under such Act [Pub. L. 110-343, see
Tables for classification]), or
‘“(2) the Federal National Mortgage Association and

the Federal Home Loan Mortgage Corporation, and

‘“(3) any taxpayer which at any time in 2008 or 2009
was or is a member of the same affiliated group (as
defined in section 1504 of the Internal Revenue Code

of 1986, determined without regard to subsection (b)

thereof) as a taxpayer described in paragraph (1) or

(2).”

Pub. L. 111-5, div. B, title I, §1008(e), Feb. 17, 2009, 123
Stat. 318, provided that: ‘“The amendments made by
this section [amending this section and sections 63 and
164 of this title] shall apply to purchases on or after the
date of the enactment of this Act [Feb. 17, 2009] in tax-
able years ending after such date.”

Pub. L. 111-5, div. B, title I, §1503(c), Feb. 17, 2009, 123
Stat. 355, provided that: ‘“The amendments made by
this section [amending this section and section 57 of
this title] shall apply to obligations issued after De-
cember 31, 2008.”’

EFFECTIVE DATE OF 2008 AMENDMENT

Pub. L. 110-343, div. C, title VII, §706(d), Oct. 3, 2008,
122 Stat. 3923, provided that:

‘(1) IN GENERAL.—Except as provided by paragraph
(2), the amendments made by this section [amending
this section and sections 63, 139, 165, 172, 1033, and 7508A
of this title] shall apply to disasters declared in taxable
years beginning after December 31, 2007.

¢“(2) INCREASE IN LIMITATION ON INDIVIDUAL LOSS PER
CASUALTY.—The amendment made by subsection (c)
[amending section 165 of this title] shall apply to tax-
able years beginning after December 31, 2008.”"

Pub. L. 110-343, div. C, title VII, §708(e), Oct. 3, 2008,
122 Stat. 3925, provided that: ‘“The amendments made
by this section [amending this section and section 172
of this title] shall apply to losses arising in taxable
years beginning after December 31, 2007, in connection
with disasters declared after such date.”

Pub. L. 110-289, div. C, title I, §3022(d)(1), July 30, 2008,
122 Stat. 2894, provided that: ‘“The amendments made
by subsection (a) [amending this section and section 57
of this title] shall apply to bonds issued after the date
of the enactment of this Act [July 30, 2008].”

EFFECTIVE DATE OF 2005 AMENDMENTS

Amendment by Pub. L. 109-135 effective as if included
in the provision of the American Jobs Creation Act of
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2004, Pub. L. 108-357, to which such amendment relates,
see section 403(nn) of Pub. L. 109-135, set out as a note
under section 26 of this title.

Pub. L. 109-58, title XIII, §1326(e), Aug. 8, 2005, 119
Stat. 1017, provided that:

‘(1) IN GENERAL.—The amendments made by this sec-
tion [amending this section and section 168 of this title]
shall apply to property placed in service after April 11,
2005.

‘(2) EXCEPTION.—The amendments made by this sec-
tion [amending this section and section 168 of this title]
shall not apply to any property with respect to which
the taxpayer or a related party has entered into a bind-
ing contract for the construction thereof on or before
April 11, 2005, or, in the case of self-constructed prop-
erty, has started construction on or before such date.”

EFFECTIVE DATE OF 2004 AMENDMENTS

Pub. L. 108-357, title I, §101(c), Oct. 22, 2004, 118 Stat.
1423, provided that: ‘“The amendments made by this
section [amending this section and sections 275, 864, 903,
and 999 of this title and repealing sections 114 and 941
to 943 of this title] shall apply to transactions after De-
cember 31, 2004.”

Pub. L. 108-357, title I, §102(e), Oct. 22, 2004, 118 Stat.
1429, as amended by Pub. L. 109-135, title IV, §403(a)(19),
Dec. 21, 2005, 119 Stat. 2619, provided that:

‘(1) IN GENERAL.—The amendments made by this sec-
tion [enacting section 199 of this title and amending
this section and sections 86, 135, 137, 219, 221, 222, 246,
469, 613, and 1402 of this title] shall apply to taxable
years beginning after December 31, 2004.

‘“(2) APPLICATION TO PASS-THRU ENTITIES, ETC.—In de-
termining the deduction under section 199 of the Inter-
nal Revenue Code of 1986 (as added by this section),
items arising from a taxable year of a partnership, S
corporation, estate, or trust beginning before January
1, 2005, shall not be taken into account for purposes of
subsection (d)(1) of such section.”

Pub. L. 108-357, title II, §248(c), Oct. 22, 2004, 118 Stat.
1457, provided that: ‘“The amendments made by this
section [enacting subchapter R of this chapter and
amending this section] shall apply to taxable years be-
ginning after the date of the enactment of this Act
[Oct. 22, 2004].”

Pub. L. 108-357, title IV, §422(d), Oct. 22, 2004, 118 Stat.
15619, provided that: ‘“The amendments made by this
section [enacting section 965 of this title and amending
this section] shall apply to taxable years ending on or
after the date of the enactment of this Act [Oct. 22,
2004].”

Pub. L. 108-357, title VIII, §835(c), Oct. 22, 2004, 118
Stat. 1594, provided that:

‘(1) IN GENERAL.—Except as provided in paragraph (2),
the amendments made by this section [amending this
section and sections 382, 582, 856, 860G, 1202, and 7701 of
this title and repealing part V of subchapter M of this
chapter] shall take effect on January 1, 2005.

‘(2) EXCEPTION FOR EXISTING FASITS.—Paragraph (1)
shall not apply to any FASIT in existence on the date
of the enactment of this Act [Oct. 22, 2004] to the extent
that regular interests issued by the FASIT before such
date continue to remain outstanding in accordance
with the original terms of issuance.”

Pub. L. 108-311, title IV, §403(f), Oct. 4, 2004, 118 Stat.
1188, provided that: ‘“The amendments made by this
section [amending this section, sections 137, 168, 172,
and 1400L of this title, section 1306 of Title 29, Labor,
and provisions set out as a note under this section]
shall take effect as if included in the provisions of the
Job Creation and Worker Assistance Act of 2002 [Pub.
L. 107-147] to which they relate.”

EFFECTIVE DATE OF 2003 AMENDMENT

Pub. L. 108-173, title XII, §1202(d), Dec. 8, 2003, 117
Stat. 2480, provided that: ‘“The amendments made by
this section [enacting section 139A of this title and
amending this section] shall apply to taxable years
ending after the date of the enactment of this Act [Dec.
8, 2003].”
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EFFECTIVE DATE OF 2002 AMENDMENT

Pub. L. 107-147, title I, §102(c)(2), Mar. 9, 2002, 116
Stat. 26, as amended Pub. L. 108-311, title IV, §403(b)(3),
Oct. 4, 2004, 118 Stat. 1187, provided that: ‘“The amend-
ment made by this subsection [amending this section]
shall apply to taxable years ending after December 31,
1990.”

EFFECTIVE DATE OF 2000 AMENDMENTS

Pub. L. 106-554, §1(a)(7) [title III, §314(g)], Dec. 21,
2000, 114 Stat. 2763, 2763A-643, provided that: ‘‘The
amendments made by this section [amending this sec-
tion and sections 403, 414, 415, 3405, 6211 and 7436 of this
title and provisions set out as a note under section 1 of
this title] shall take effect as if included in the provi-
sions of the Taxpayer Relief [Act] of 1997 [Pub. L.
105-34] to which they relate.”

Pub. L. 106-519, §5, Nov. 15, 2000, 114 Stat. 2433, as
amended by Pub. L. 109-222, title V, §513(a), May 17,
2006, 120 Stat. 366, provided that:

‘‘(a) IN GENERAL.—The amendments made by this Act
[enacting sections 114 and 941 to 943 of this title,
amending this section and sections 275, 864, 903, and 999
of this title, and repealing sections 921 to 927 of this
title] shall apply to transactions after September 30,
2000.

“(b) No NEW FSCs; TERMINATION OF INACTIVE FSCs.—

‘(1) NO NEW FSCcs.—No corporation may elect after
September 30, 2000, to be a FSC (as defined in section
922 of the Internal Revenue Code of 1986, as in effect
before the amendments made by this Act).

¢“(2) TERMINATION OF INACTIVE Fscs.—If a FSC has
no foreign trade income (as defined in section 923(b)
of such Code, as so in effect) for any period of 5 con-
secutive taxable years beginning after December 31,
2001, such FSC shall cease to be treated as a FSC for
purposes of such Code for any taxable year beginning
after such period.

““(c) TRANSITION PERIOD FOR EXISTING FOREIGN SALES
CORPORATIONS.—

‘(1) IN GENERAL.—In the case of a FSC (as so de-
fined) in existence on September 30, 2000, and at all
times thereafter, the amendments made by this Act
shall not apply to any transaction in the ordinary
course of trade or business involving a FSC which oc-
curs before January 1, 2002.

‘(2) ELECTION TO HAVE AMENDMENTS APPLY EAR-
LIER.—A taxpayer may elect to have the amendments
made by this Act apply to any transaction by a FSC
or any related person to which such amendments
would apply but for the application of paragraph (1).
Such election shall be effective for the taxable year
for which made and all subsequent taxable years, and,
once made, may be revoked only with the consent of
the Secretary of the Treasury.

¢(3) EXCEPTION FOR OLD EARNINGS AND PROFITS OF
CERTAIN CORPORATIONS.—

‘““(A) IN GENERAL.—In the case of a foreign cor-
poration to which this paragraph applies—

‘(i) earnings and profits of such corporation ac-
cumulated in taxable years ending before October

1, 2000, shall not be included in the gross income

of the persons holding stock in such corporation

by reason of section 943(e)(4)(B)(i); and
‘“(ii) rules similar to the rules of clauses (ii),

(iii), and (iv) of section 953(d)(4)(B) shall apply

with respect to such earnings and profits.

The preceding sentence shall not apply to earnings
and profits acquired in a transaction after Septem-
ber 30, 2000, to which section 381 applies unless the
distributor or transferor corporation was imme-
diately before the transaction a foreign corporation
to which this paragraph applies.

“(B) EXISTING FsCS.—This paragraph shall apply
to any controlled foreign corporation (as defined in
section 957) if—

‘(i) such corporation is a FSC (as so defined) in

existence on September 30, 2000;

‘‘(ii) such corporation is eligible to make the
election under section 943(e) by reason of being
described in paragraph (2)(B) of such section; and
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‘‘(iii) such corporation makes such election not
later than for its first taxable year beginning
after December 31, 2001.
¢“(C) OTHER CORPORATIONS.—This paragraph shall

apply to any controlled foreign corporation (as de-

fined in section 957), and such corporation shall

(notwithstanding any provision of section 943(e)) be

treated as an applicable foreign corporation for

purposes of section 943(e), if—

‘(1) such corporation is in existence on Septem-
ber 30, 2000;

‘‘(ii) as of such date, such corporation is wholly
owned (directly or indirectly) by a domestic cor-
poration (determined without regard to any elec-
tion under section 943(e));

‘“(iii) for each of the 3 taxable years preceding
the first taxable year to which the election under
section 943(e) by such controlled foreign corpora-
tion applies—

‘“(I) all of the gross income of such corpora-
tion is subpart F income (as defined in section

952), including by reason of section 954(b)(3)(B);

and

‘“(IT) in the ordinary course of such corpora-
tion’s trade or business, such corporation regu-
larly sold (or paid commissions) to a FSC which
on September 30, 2000, was a related person to
such corporation;

‘‘(iv) such corporation has never made an elec-
tion under section 922(a)(2) (as in effect before the
date of the enactment of this paragraph [Nov. 15,
2000]) to be treated as a FSC; and

“(v) such corporation makes the election under
section 943(e) not later than for its first taxable
year beginning after December 31, 2001.

The preceding sentence shall cease to apply as of

the date that the domestic corporation referred to

in clause (ii) ceases to wholly own (directly or indi-
rectly) such controlled foreign corporation.

‘“(4) RELATED PERSON.—For purposes of this sub-
section, the term ‘related person’ has the meaning
given to such term by section 943(b)(3).

‘“(5) SECTION REFERENCES.—Except as otherwise ex-
pressly provided, any reference in this subsection to
a section or other provision shall be considered to be
a reference to a section or other provision of the In-
ternal Revenue Code of 1986, as amended by this Act.
“(d) SPECIAL RULES RELATING TO LEASING TRANS-

ACTIONS.—

‘(1) SALES INCOME.—If foreign trade income in con-
nection with the lease or rental of property described
in section 927(a)(1)(B) of such Code (as in effect before
the amendments made by this Act) is treated as ex-
empt foreign trade income for purposes of section
921(a) of such Code (as so in effect), such property
shall be treated as property described in section
941(c)(1)(B) of such Code (as added by this Act) for
purposes of applying section 941(c)(2) of such Code (as
so added) to any subsequent transaction involving
such property to which the amendments made by this
Act apply.

‘“(2) LIMITATION ON USE OF GROSS RECEIPTS METH-
oD.—If any person computed its foreign trade income
from any transaction with respect to any property on
the basis of a transfer price determined under the
method described in section 925(a)(1) of such Code (as
in effect before the amendments made by this Act),
then the qualifying foreign trade income (as defined
in section 941(a) of such Code, as in effect after such
amendment) of such person (or any related person)
with respect to any other transaction involving such
property (and to which the amendments made by this
Act apply) shall be zero.”

[Pub. L. 109-222, title V, §513(c), May 17, 2006, 120 Stat.
366, provided that: ‘““The amendments made by this sec-
tion [amending section 5 of Pub. L. 106-519, set out
above, and provisions set out as a note under section
114 of this title] shall apply to taxable years beginning
after the date of the enactment of this Act [May 17,
2006].’]
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EFFECTIVE DATE OF 1997 AMENDMENT

Amendment by section 312(d)(1) of Pub. L. 105-34 ap-
plicable to sales and exchanges after May 6, 1997, with
certain exceptions, see section 312(d) of Pub. L. 105-34,
set out as a note under section 121 of this title.

Pub. L. 105-34, title IV, §403(b), Aug. 5, 1997, 111 Stat.
844, provided that:

‘(1) IN GENERAL.—The amendment made by this sec-
tion [amending this section] shall apply to dispositions
in taxable years beginning after December 31, 1987.

‘(2) SPECIAL RULE FOR 1987.—In the case of taxable
yvears beginning in 1987, the last sentence of section
56(a)(6) of the Internal Revenue Code of 1986 (as in ef-
fect for such taxable years) shall be applied by insert-
ing ‘or in the case of a taxpayer using the cash receipts
and disbursements method of accounting, any disposi-
tion described in section 453C(e)(1)(B)(ii)’ after ‘section
453C(e)(4)’.”

Pub. L. 105-34, title XII, §1212(b), Aug. 5, 1997, 111
Stat. 1000, provided that: ‘“The amendment made by
subsection (a) [amending this section] shall apply to
taxable years beginning after December 31, 1997.”’

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by section 1601(b)(2)(B), (C) of Pub. L.
104-188 applicable to taxable years beginning after Dec.
31, 1995, except as otherwise provided, see section
1601(c) of Pub. L. 104-188, set out as an Effective Date
note under section 30A of this title.

Amendment by section 1621(b)(2) of Pub. L. 104-188 ef-
fective Sept. 1, 1997, see section 1621(d) of Pub. L.
104-188, set out as a note under section 26 of this title.

Amendment by section 1702(c)(1), (e)(1)(A), (g)(4), and
(h)(12) of Pub. L. 104-188 effective, except as otherwise
expressly provided, as if included in the provision of the
Revenue Reconciliation Act of 1990, Pub. L. 101-508,
title XI, to which such amendment relates, see section
1702(i) of Pub. L. 104-188, set out as a note under section
38 of this title.

EFFECTIVE DATE OF 1993 AMENDMENT

Pub. L. 103-66, title XIII, §13115(b), Aug. 10, 1993, 107
Stat. 432, provided that:

‘(1) IN GENERAL.—Except as provided in paragraph (2),
the amendments made by this section [amending this
section] shall apply to property placed in service after
December 31, 1993.

¢“(2) COORDINATION WITH TRANSITIONAL RULES.—The
amendments made by this section shall not apply to
any property to which paragraph (1) of section 56(a) of
the Internal Revenue Code of 1986 does not apply by
reason of subparagraph (C)(i) thereof.”

Amendment by section 13171(b) of Pub. L. 103-66 ap-
plicable to contributions made after June 30, 1992, ex-
cept that in case of any contribution of capital gain
property which is not tangible personal property, such
amendment applicable only if the contribution is made
after Dec. 31, 1992, see section 13171(d) of Pub. L. 103-66,
set out as a note under section 53 of this title.

Pub. L. 103-66, title XIII, §13227(f), Aug. 10, 1993, 107
Stat. 494, provided that: ‘“The amendments made by
this section [amending this section and sections 904,
936, and 7652 of this title] shall apply to taxable years
beginning after December 31, 1993; except that the
amendment made by subsection (e) [amending section
76562 of this title] shall take effect on October 1, 1993.”

EFFECTIVE DATE OF 1992 AMENDMENT

Pub. L. 102-486, title XIX, §1915(d), Oct. 24, 1992, 106
Stat. 3024, provided that: ‘“The amendments made by
this section [amending this section and sections 57, 59,
and 59A of this title] shall apply to taxable years begin-
ning after December 31, 1992.”

EFFECTIVE DATE OF 1990 AMENDMENT

Amendment by section 11103(b) of Pub. L. 101-508 ap-
plicable to taxable years beginning after Dec. 31, 1990,
see section 11103(e) of Pub. L. 101-508, set out as a note
under section 1 of this title.
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Pub. L. 101-508, title XI, §11301(d)(2), Nov. 5, 1990, 104
Stat. 1388-449, provided that:

‘““(A) IN GENERAL.—The amendment made by sub-
section (b) [amending this section] shall apply to tax-
able years beginning on or after September 30, 1990, ex-
cept that, in the case of a small insurance company,
such amendment shall apply to taxable years beginning
after December 31, 1989. For purposes of this paragraph,
the term ‘small insurance company’ means any insur-
ance company which meets the requirements of section
806(a)(3) of the Internal Revenue Code of 1986; except
that paragraph (2) of section 806(c) of such Code shall
not apply.

‘(B) SPECIAL RULES FOR YEAR WHICH INCLUDES SEP-
TEMBER 30, 1990.—In the case of any taxable year which
includes September 30, 1990, the amount of acquisition
expenses which is required to be capitalized under sec-
tion 56(g)(4)(F) of the Internal Revenue Code of 1986 (as
in effect before the amendment made by subsection (b))
by a company which is not a small insurance company
shall be the amount which bears the same ratio to the
amount which (but for this subparagraph) would be so
required to be capitalized as the number of days in such
taxable year before September 30, 1990, bears to the
total number of days in such taxable year. A similar re-
duction shall be made in the amount amortized for
such taxable year under such section 56(g)(4)(F).”

Pub. L. 101-508, title XI, §11531(c), Nov. 5, 1990, 104
Stat. 1388-490, provided that: ‘“The amendments made
by this section [amending this section and sections 59
and 59A of this title] shall apply to taxable years begin-
ning after December 31, 1990.”

Pub. L. 101-508, title XI, §11704(b), Nov. 5, 1990, 104
Stat. 1388-520, provided that: ‘“The amendments made
by this section [amending this section, sections 172, 351,
413, 461, 469, 597, 857, 860D, 860G, 892, 927, 936, 1017, 1245,
1441, 2056A, 2642, 3231, 4091, 4093, 5061, 6013, 6038A, 6039D,
6045, 6323, 6332, 6655, 7519, 7522, 7608, and 7701 of this title,
and provisions set out as a note under section 231n of
Title 45, Railroads] shall take effect on the date of the
enactment of this Act.”

Amendment by section 11812(b)(4) of Pub. L. 101-508
applicable to property placed in service after Nov. 5,
1990, but not applicable to any property to which sec-
tion 168 of this title does not apply by reason of subsec.
(f)(b) of section 168, and not applicable to rehabilitation
expenditures described in section 252(f)(56) of Pub. L.
99-514, see section 11812(c) of Pub. L. 101-508, set out as
a note under section 42 of this title.

EFFECTIVE DATE OF 1989 AMENDMENT

Pub. L. 101-239, title VII, §7205(c), Dec. 19, 1989, 103
Stat. 2336, provided that:

‘(1) IN GENERAL.—Except as otherwise provided in
this subsection, the amendments made by this section
[amending this section and section 382 of this title]
shall apply to ownership changes and acquisitions after
October 2, 1989, in taxable years ending after such date.

‘(2) BINDING CONTRACT.—The amendments made by
this section shall not apply to any ownership change or
acquisition pursuant to a written binding contract in
effect on October 2, 1989, and at all times thereafter be-
fore such change or acquisition.

‘(3) BANKRUPTCY PROCEEDINGS.—In the case of a reor-
ganization described in section 368(a)(1)(G) of the Inter-
nal Revenue Code of 1986, or an exchange of debt for
stock in a title 11 or similar case (as defined in section
368(a)(3) of such Code), the amendments made by this
section shall not apply to any ownership change result-
ing from such a reorganization or proceeding if a peti-
tion in such case was filed with the court before Octo-
ber 3, 1989.

‘“(4) SUBSIDIARIES OF BANKRUPT PARENT.—The amend-
ments made by this section shall not apply to any
built-in loss of a corporation which is a member (on Oc-
tober 2, 1989) of an affiliated group the common parent
of which (on such date) was subject to title 11 or simi-
lar case (as defined in section 368(a)(3) of such Code).
The preceding sentence shall apply only if the owner-
ship change or acquisition is pursuant to the plan ap-
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proved in such proceeding and is before the date 2 years
after the date on which the petition which commenced
such proceeding was filed.”

Pub. L. 101-239, title VII, §7611(g), Dec. 19, 1989, 103
Stat. 2373, provided that:

‘(1) IN GENERAL.—Except as otherwise provided in
this subsection, the amendments made by this section
[amending this section and sections 59 and 312 of this
title] shall apply to taxable years beginning after De-
cember 31, 1989.

‘“(2) INTANGIBLE DRILLING COSTS.—The amendments
made by subsection (f)(5) [amending sections 59 and 312
of this title] shall apply to costs paid or incurred in
taxable years beginning after December 31, 1989.

““(3) REGULATIONS ON EARNINGS AND PROFITS RULES.—
Not later than March 15, 1991, the Secretary of the
Treasury or his delegate shall prescribe initial regula-
tions providing guidance as to which items of income
are included in adjusted current earnings under section
56(2)(4)(B)(1) of the Internal Revenue Code of 1986 and
which items of deduction are disallowed under section
56(2)(4)(C) of such Code.”

Pub. L. 101-239, title VII, §7612(c)(2), Dec. 19, 1989, 103
Stat. 2374, provided that: ‘““The amendment made by
paragraph (1) [amending this section] shall apply to
contracts entered into in taxable years beginning after
September 30, 1990.”’

Pub. L. 101-239, title VII, §7612(d)(2), Dec. 19, 1989, 103
Stat. 2374, provided that: ‘“The amendment made by
paragraph (1) [amending this section] shall apply to
taxable years beginning after December 31, 1990.”

Amendment by sections 7811(d)(3) and 7815(e)(2), (4) of
Pub. L. 101-239 effective, except as otherwise provided,
as if included in the provision of the Technical and Mis-
cellaneous Revenue Act of 1988, Pub. L. 100-647, to
which such amendment relates, see section 7817 of Pub.
L. 101-239, set out as a note under section 1 of this title.

EFFECTIVE DATE OF 1988 AMENDMENT

Pub. L. 100-647, title I, §1007(b)(14)(C), Nov. 10, 1988,
102 Stat. 3430, provided that: ‘‘The amendments made
by this paragraph [amending this section and section 57
of this title] shall apply with respect to options exer-
cised after December 31, 1987.”

Amendment by sections 1002(a)(12) and 1007(b)(1)-(13),
(156)-(19) of Pub. L. 100-647 effective, except as otherwise
provided, as if included in the provision of the Tax Re-
form Act of 1986, Pub. L. 99-514, to which such amend-
ment relates, see section 1019(a) of Pub. L. 100-647, set
out as a note under section 1 of this title.

Pub. L. 100-647, title II, §2001(e), Nov. 10, 1988, 102
Stat. 3597, provided that: ‘‘Except as otherwise provided
in this section, the amendments made by this section
[amending this section, sections 59A, 882, 4041, 4081,
4091, 4662, 4672, 6416, 6421, and 6427 of this title, and pro-
visions set out as a note under section 4081 of this title]
shall take effect as if included in the provision of the
Superfund Revenue Act of 1986 [Pub. L. 99-499, title V]
to which it relates.”

Pub. L. 100-647, title II, §2004(u), Nov. 10, 1988, 102
Stat. 3610, provided that: ‘‘Except as otherwise provided
in this section, any amendment made by this section
[amending this section, sections 163, 244, 280H, 301, 304,
355, 384, 444, 453, 453A, 469, 514, 811, 812, 816, 842, 904, 1201,
1363, 1503, 1561, 4093, 5113, 5123, 5276, 5881, 6427, 6655, 7519,
and 7704 of this title, and provisions set out as notes
under sections 21, 219, 243, 301, 304, 444, 453, 1503, and 7704
of this title] shall take effect as if included in the pro-
visions of the Revenue Act of 1987 [Pub. L. 100-203, title
X] to which such amendment relates.”

Amendment by section 5041(b)(4) of Pub. L. 100-647 ap-
plicable to contracts entered into on or after June 21,
1988, but not applicable to any contract resulting from
the acceptance of a bid made before June 21, 1988, if the
bid could not have been revoked or altered at any time
on or after June 21, 1988, and not applicable in the case
of a qualified ship contract (as defined in section
10203(b)(2)(B) of Pub. L. 100-203, set out as a note under
section 460 of this title), see section 5041(e) of Pub. L.
100-647, set out as a note under section 460 of this title.
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Pub. L. 100-647, title VI, §6079(a)(2), Nov. 10, 1988, 102
Stat. 3709, provided that: ‘“The amendment made by
paragraph (1) [amending this section] shall take effect
as if included in the amendments made by section 701
of the Reform Act [Pub. L. 99-514].”

Pub. L. 100-647, title VI, §6303(b), Nov. 10, 1988, 102
Stat. 3756, provided that: ‘“The amendment made by
subsection (a) [amending this section] shall apply to
taxable years beginning after December 31, 1986.”"

EFFECTIVE DATE OF 1987 AMENDMENT

Amendment by section 10202(d) of Pub. L. 100-203 ap-
plicable to dispositions in taxable years beginning after
Dec. 31, 1986, with coordination with Tax Reform Act of
1986, see section 10202(e)(4), (56) of Pub. L. 100-203, set out
as a note under section 453 of this title.

Pub. L. 100-203, title X, §10243(b), Dec. 22, 1987, 101
Stat. 1330-424, provided that: “The amendment made by
subsection (a) [amending this section] shall apply to
taxable years beginning after December 31, 1987.”

EFFECTIVE DATE

Section applicable to taxable years beginning after
Dec. 31, 1986, with certain exceptions and qualifica-
tions, see section 701(f) of Pub. L. 99-514, set out as a
note under section 55 of this title.

SAVINGS PROVISION

For provisions that nothing in amendment by sec-
tions 11801 and 11812 of Pub. L. 101-508 be construed to
affect treatment of certain transactions occurring,
property acquired, or items of income, loss, deduction,
or credit taken into account prior to Nov. 5, 1990, for
purposes of determining liability for tax for periods
ending after Nov. 5, 1990, see section 11821(b) of Pub. L.
101-508, set out as a note under section 45K of this title.

COORDINATION WITH HEARTLAND DISASTER RELIEF

Pub. L. 110-343, div. C, title VII, §712, Oct. 3, 2008, 122
Stat. 3929, as amended by Pub. L. 113-295, div. A, title
II, §211(c)(3), Dec. 19, 2014, 128 Stat. 4033, provided that:
“The amendments made by this subtitle [subtitle B
(8§ 706-712) of title VII of div. C of Pub. L. 110-343, enact-
ing section 198A of this title and amending this section
and sections 63, 139, 143, 165, 168, 172, 179, 1033, and 7508 A
of this title], other than the amendments made by sec-
tions 706(a)(2) [amending sections 139, 165, 172, 1033, and
T508A of this title], 710 [amending section 168 of this
title], and 711 [amending section 179 of this title], shall
not apply to any disaster described in section
702(b)(1)(A) [122 Stat. 3912], or to any expenditure or
loss resulting from such disaster.”

APPLICATION OF SUBSECTION (g)(1) AND (3) TO TAXABLE
YEARS BEGINNING IN 1991 AND 1992

Pub. L. 104-188, title I, §1702(e)(1)(B), Aug. 20, 1996, 110
Stat. 1870, provided that: ‘“‘For purposes of applying sec-
tions 56(g)(1) and 56(g)(3) of the Internal Revenue Code
of 1986 with respect to taxable years beginning in 1991
and 1992, the reference in such sections to the alter-
native tax net operating loss deduction shall be treated
as including a reference to the deduction under section
56(h) of such Code as in effect before the amendments
made by section 1915 of the Energy Policy Act of 1992
[Pub. L. 102-486].”

INSTALLMENT SALES; TAXABLE YEARS BEGINNING IN
1987

Pub. L. 101-239, title VII, §7821(a)(5), Dec. 19, 1989, 103
Stat. 2424, provided that: ‘“‘In the case of taxable years
beginning in 1987, the reference to section 453 contained
in section 56(a)(6) of the Internal Revenue Code of 1986
shall be treated as including a reference to section
453A.”

APPLICABILITY OF CERTAIN AMENDMENTS BY PUB. L.
99-514 IN RELATION TO TREATY OBLIGATIONS OF
UNITED STATES

For applicability of amendment by section 701(a) of
Pub. L. 99-514 [enacting this section] notwithstanding
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any treaty obligation of the United States in effect on
Oct. 22, 1986, with provision that for such purposes any
amendment by title I of Pub. L. 100-647 be treated as if
it had been included in the provision of Pub. L. 99-514
to which such amendment relates, see section
1012(aa)(2), (4) of Pub. L. 100-647, set out as a note under
section 861 of this title.

STUDY OF BOOK AND EARNINGS AND PROFITS
ADJUSTMENTS

Pub. L. 99-514, title VII, §702, Oct. 22, 1986, 100 Stat.
2345, required Secretary of the Treasury or his delegate
to conduct a study of operation and effect of provisions
of sections 56(f) and 56(g) of the Internal Revenue Code
of 1986, prior to repeal by Pub. L. 101-508, title XI,
§11832(4), Nov. 5, 1990, 104 Stat. 1388-559.

§57. Items of tax preference
(a) General rule

For purposes of this part, the items of tax
preference determined under this section are—

(1) Depletion

With respect to each property (as defined in
section 614), the excess of the deduction for de-
pletion allowable under section 611 for the tax-
able year over the adjusted basis of the prop-
erty at the end of the taxable year (deter-
mined without regard to the depletion deduc-
tion for the taxable year). This paragraph
shall not apply to any deduction for depletion
computed in accordance with section 613A(c).
(2) Intangible drilling costs

(A) In general

With respect to all oil, gas, and geo-
thermal properties of the taxpayer, the
amount (if any) by which the amount of the
excess intangible drilling costs arising in the
taxable year is greater than 65 percent of the
net income of the taxpayer from oil, gas, and
geothermal properties for the taxable year.
(B) Excess intangible drilling costs

For purposes of subparagraph (A), the
amount of the excess intangible drilling
costs arising in the taxable year is the ex-
cess of—

(i) the intangible drilling and develop-
ment costs paid or incurred in connection
with oil, gas, and geothermal wells (other
than costs incurred in drilling a non-
productive well) allowable under section
263(c) or 291(b) for the taxable year, over

(ii) the amount which would have been
allowable for the taxable year if such costs
had been capitalized and straight line re-
covery of intangibles (as defined in sub-
section (b)) had been used with respect to
such costs.

(C) Net income from oil, gas, and geothermal
properties

For purposes of subparagraph (A), the
amount of the net income of the taxpayer
from oil, gas, and geothermal properties for
the taxable year is the excess of—

(i) the aggregate amount of gross income
(within the meaning of section 613(a)) from
all oil, gas, and geothermal properties of
the taxpayer received or accrued by the
taxpayer during the taxable year, over

(ii) the amount of any deductions alloca-
ble to such properties reduced by the ex-
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