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as if included in the provisions of the Tax Reform Act
of 1984, Pub. L. 98–369, div. A, to which such amendment
relates, see section 1881 of Pub. L. 99–514, set out as a
note under section 48 of this title.
EFFECTIVE DATE OF 1984 AMENDMENT
Pub. L. 98–369, div. A, title I, § 133(d)(1), July 18, 1984,
98 Stat. 668, provided that: ‘‘The amendment made by
subsection (a) [amending this section] shall apply to
exchanges after the date of the enactment of this Act
[July 18, 1984] in taxable years ending after such date.’’
Amendment by section 133(b)(2), (c) of Pub. L. 98–369
applicable with respect to transactions to which subsec. (a) or (f) of this section applies occurring after
July 18, 1984, with election of earlier date for certain
transactions, see section 133(d)(2), (3) of Pub. L. 98–369,
set out as a note under section 959 of this title.
Amendment by section 801(d)(6) of Pub. L. 98–369 applicable to transactions after Dec. 31, 1984, in taxable
years ending after such date, see section 805(a)(1) of
Pub. L. 98–369, as amended, set out as a note under section 245 of this title.
Amendment by section 1001(b)(22) of Pub. L. 98–369 applicable to property acquired after June 22, 1984, and
before Jan. 1, 1988, see section 1001(e) of Pub. L. 98–369,
set out as a note under section 166 of this title.
EFFECTIVE DATE OF 1983 AMENDMENT
Amendment by Pub. L. 97–448 effective, except as
otherwise provided, as if it had been included in the
provision of the Economic Recovery Tax Act of 1981,
Pub. L. 97–34, to which such amendment relates, see
section 109 of Pub. L. 97–448, set out as a note under section 1 of this title.
EFFECTIVE DATE OF 1976 AMENDMENT
Pub. L. 94–455, title X, § 1022(b), Oct. 4, 1976, 90 Stat.
1619, provided that: ‘‘The amendment made by subsection (a) [amending this section] shall apply to taxable years beginning after December 31, 1975.’’
For effective date of amendment by section 1042 of
Pub. L. 94–455, see section 1042(e) of Pub. L. 94–455, set
out as a note under section 367 of this title.
Pub. L. 94–455, title XIV, § 1402(b)(1), Oct. 4, 1976, 90
Stat. 1731, provided that the amendment made by that
section is effective with respect to taxable years beginning in 1977.
Pub. L. 94–455, title XIV, § 1402(b)(2), Oct. 4, 1976, 90
Stat. 1732, provided that the amendment made by that
section is effective with respect to taxable years beginning after Dec. 31, 1977.
Amendment by section 1901(b)(3)(H), (32)(B)(iii) of
Pub. L. 94–455 effective for taxable years beginning
after Dec. 31, 1976, see section 1901(d) of Pub. L. 94–455,
set out as a note under section 2 of this title.
EFFECTIVE DATE OF 1966 AMENDMENT
Amendment by Pub. L. 89–809 applicable with respect
to sales or exchanges occurring after Dec. 31, 1966, see
section 104(n) of Pub. L. 89–809, set out as a note under
section 11 of this title.
EFFECTIVE DATE
Pub. L. 87–834, § 15(c), Oct. 16, 1962, 76 Stat. 1044, provided that: ‘‘The amendments made by this section [enacting this section] shall apply with respect to sales or
exchanges occurring after December 31, 1962.’’
PLAN AMENDMENTS NOT REQUIRED UNTIL
JANUARY 1, 1989
For provisions directing that if any amendments
made by subtitle A or subtitle C of title XI [§§ 1101–1147
and 1171–1177] or title XVIII [§§ 1800–1899A] of Pub. L.
99–514 require an amendment to any plan, such plan
amendment shall not be required to be made before the
first plan year beginning on or after Jan. 1, 1989, see
section 1140 of Pub. L. 99–514, as amended, set out as a
note under section 401 of this title.
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TRANSITIONAL RULE
Pub. L. 99–514, title XVIII, § 1875(g)(3), Oct. 22, 1986, 100
Stat. 2897, provided that: ‘‘An exchange shall be treated
as occurring on or before March 1, 1986, if—
‘‘(A) on or before such date, the taxpayer adopts a
plan of reorganization to which section 356 [of the Internal Revenue Code of 1986] applies, and
‘‘(B) such plan or reorganization is implemented
and distributions pursuant to such plan are completed on or before the date of enactment of this Act
[Oct. 22, 1986].’’

§ 1249. Gain from certain sales or exchanges of
patents, etc., to foreign corporations
(a) General rule
Gain from the sale or exchange of a patent, an
invention, model, or design (whether or not patented), a copyright, a secret formula or process,
or any other similar property right to any foreign corporation by any United States person
(as defined in section 7701(a)(30)) which controls
such foreign corporation shall, if such gain
would (but for the provisions of this subsection)
be gain from the sale or exchange of a capital
asset or of property described in section 1231, be
considered as ordinary income.
(b) Control
For purposes of subsection (a), control means,
with respect to any foreign corporation, the
ownership, directly or indirectly, of stock possessing more than 50 percent of the total combined voting power of all classes of stock entitled to vote. For purposes of this subsection, the
rules for determining ownership of stock prescribed by section 958 shall apply.
(Added Pub. L. 87–834, § 16(a), Oct. 16, 1962,
Stat. 1045; amended Pub. L. 89–809, title
§ 104(m)(3), Nov. 13, 1966, 80 Stat. 1563; Pub.
94–455, title XIX, § 1901(b)(3)(K), Oct. 4, 1976,
Stat. 1793; Pub. L. 113–295, div. A, title
§ 221(a)(84), Dec. 19, 2014, 128 Stat. 4049.)

76
I,
L.
90
II,

AMENDMENTS
2014—Subsec. (a). Pub. L. 113–295 struck out ‘‘after
December 31, 1962,’’ before ‘‘of a patent’’.
1976—Subsec. (a). Pub. L. 94–455 substituted ‘‘ordinary
income’’ for ‘‘gain from the sale or exchange of property which is neither a capital asset nor property described in section 1231’’.
1966—Subsec. (a). Pub. L. 89–809 substituted ‘‘Gain’’
for ‘‘Except as provided in subsection (c), gain’’.
EFFECTIVE DATE OF 2014 AMENDMENT
Amendment by Pub. L. 113–295 effective Dec. 19, 2014,
subject to a savings provision, see section 221(b) of Pub.
L. 113–295, set out as a note under section 1 of this title.
EFFECTIVE DATE OF 1976 AMENDMENT
Amendment by Pub. L. 94–455 effective for taxable
years beginning after Dec. 31, 1976, see section 1901(d) of
Pub. L. 94–455, set out as a note under section 2 of this
title.
EFFECTIVE DATE OF 1966 AMENDMENT
Amendment by Pub. L. 89–809 applicable with respect
to taxable years beginning after Dec. 31, 1966, see section 104(n) of Pub. L. 89–809, set out as a note under section 11 of this title.
EFFECTIVE DATE
Pub. L. 87–834, § 16(c), Oct. 16, 1962, 76 Stat. 1045, provided that: ‘‘The amendments made by this section [en-
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acting this section] shall apply to taxable years beginning after December 31, 1962.’’

§ 1250. Gain from dispositions of certain depreciable realty
(a) General rule
Except as otherwise provided in this section—
(1) Additional depreciation after December 31,
1975
(A) In general
If section 1250 property is disposed of after
December 31, 1975, then the applicable percentage of the lower of—
(i) that portion of the additional depreciation (as defined in subsection (b)(1) or
(4)) attributable to periods after December
31, 1975, in respect of the property, or
(ii) the excess of the amount realized (in
the case of a sale, exchange, or involuntary conversion), or the fair market value
of such property (in the case of any other
disposition), over the adjusted basis of
such property,
shall be treated as gain which is ordinary income. Such gain shall be recognized notwithstanding any other provision of this
subtitle.
(B) Applicable percentage
For purposes of subparagraph (A), the term
‘‘applicable percentage’’ means—
(i) in the case of section 1250 property
with respect to which a mortgage is insured under section 221(d)(3) or 236 of the
National Housing Act, or housing financed
or assisted by direct loan or tax abatement
under similar provisions of State or local
laws and with respect to which the owner
is subject to the restrictions described in
section 1039(b)(1)(B) (as in effect on the day
before the date of the enactment of the
Revenue Reconciliation Act of 1990), 100
percent minus 1 percentage point for each
full month the property was held after the
date the property was held 100 full months;
(ii) in the case of dwelling units which,
on the average, were held for occupancy by
families or individuals eligible to receive
subsidies under section 8 of the United
States Housing Act of 1937, as amended, or
under the provisions of State or local law
authorizing similar levels of subsidy for
lower-income families, 100 percent minus 1
percentage point for each full month the
property was held after the date the property was held 100 full months;
(iii) in the case of section 1250 property
with respect to which a depreciation deduction for rehabilitation expenditures
was allowed under section 167(k), 100 percent minus 1 percentage point for each full
month in excess of 100 full months after
the date on which such property was
placed in service;
(iv) in the case of section 1250 property
with respect to which a loan is made or insured under title V of the Housing Act of
1949, 100 percent minus 1 percentage point
for each full month the property was held
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after the date the property was held 100
full months; and
(v) in the case of all other section 1250
property, 100 percent.
In the case of a building (or a portion of a
building devoted to dwelling units), if, on
the average, 85 percent or more of the dwelling units contained in such building (or portion thereof) are units described in clause
(ii), such building (or portion thereof) shall
be treated as property described in clause
(ii). Clauses (i), (ii), and (iv) shall not apply
with respect to the additional depreciation
described in subsection (b)(4) which was allowed under section 167(k).
(2) Additional depreciation after December 31,
1969, and before January 1, 1976
(A) In general
If section 1250 property is disposed of after
December 31, 1969, and the amount determined under paragraph (1)(A)(ii) exceeds the
amount
determined
under
paragraph
(1)(A)(i), then the applicable percentage of
the lower of—
(i) that portion of the additional depreciation attributable to periods after December 31, 1969, and before January 1, 1976,
in respect of the property, or
(ii) the excess of the amount determined
under paragraph (1)(A)(ii) over the amount
determined under paragraph (1)(A)(i),
shall also be treated as gain which is ordinary income. Such gain shall be recognized
notwithstanding any other provision of this
subtitle.
(B) Applicable percentage
For purposes of subparagraph (A), the term
‘‘applicable percentage’’ means—
(i) in the case of section 1250 property
disposed of pursuant to a written contract
which was, on July 24, 1969, and at all
times thereafter, binding on the owner of
the property, 100 percent minus 1 percentage point for each full month the property
was held after the date the property was
held 20 full months;
(ii) in the case of section 1250 property
with respect to which a mortgage is insured under section 221(d)(3) or 236 of the
National Housing Act, or housing financed
or assisted by direct loan or tax abatement
under similar provisions of State or local
laws, and with respect to which the owner
is subject to the restrictions described in
section 1039(b)(1)(B) (as in effect on the day
before the date of the enactment of the
Revenue Reconciliation Act of 1990), 100
percent minus 1 percentage point for each
full month the property was held after the
date the property was held 20 full months;
(iii) in the case of residential rental
property (as defined in section 167(j)(2)(B))
other than that covered by clauses (i) and
(ii), 100 percent minus 1 percentage point
for each full month the property was held
after the date the property was held 100
full months;
(iv) in the case of section 1250 property
with respect to which a depreciation de-

