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spect to taxable years beginning after December 31, 
1953, and ending after August 16, 1954.’’ 

INTERNAL REVENUE CODE OF 1939; INCLUSION OF TERMI-
NAL RAILROAD CORPORATIONS AND THEIR SHAREHOLD-
ERS PROVISION 

Pub. L. 87–870, § 2(b), Oct. 23, 1962, 76 Stat. 1160, as 
amended by Pub. L. 99–514, § 2, Oct. 22, 1986, 100 Stat. 
2095, provided that: ‘‘Provisions having the same effect 
as section 281 of the Internal Revenue Code of 1986 [for-
merly I.R.C. 1954] (as added by the first section of this 
Act) shall be deemed to be included in the Internal 
Revenue Code of 1939, effective with respect to all tax-
able years to which such Code applies.’’ 

PART XI—SPECIAL RULES RELATING TO 
CORPORATE PREFERENCE ITEMS 

Sec. 

291. Special rules relating to corporate preference 
items. 

AMENDMENTS 

1982—Pub. L. 97–248, title II, § 204(a), Sept. 3, 1982, 96 
Stat. 423, added part XI heading and analysis of sec-
tions consisting of item 291. 

§ 291. Special rules relating to corporate pref-
erence items 

(a) Reduction in certain preference items, etc. 

For purposes of this subtitle, in the case of a 
corporation— 

(1) Section 1250 capital gain treatment 

In the case of section 1250 property which is 
disposed of during the taxable year, 20 percent 
of the excess (if any) of— 

(A) the amount which would be treated as 
ordinary income if such property was sec-
tion 1245 property, over 

(B) the amount treated as ordinary income 
under section 1250 (determined without re-
gard to this paragraph), 

shall be treated as gain which is ordinary in-
come under section 1250 and shall be recog-
nized notwithstanding any other provision of 
this title. Under regulations prescribed by the 
Secretary, the provisions of this paragraph 
shall not apply to the disposition of any prop-
erty to the extent section 1250(a) does not 
apply to such disposition by reason of section 
1250(d). 

(2) Reduction in percentage depletion 

In the case of iron ore and coal (including 
lignite), the amount allowable as a deduction 
under section 613 with respect to any property 
(as defined in section 614) shall be reduced by 
20 percent of the amount of the excess (if any) 
of— 

(A) the amount of the deduction allowable 
under section 613 for the taxable year (deter-
mined without regard to this paragraph), 
over 

(B) the adjusted basis of the property at 
the close of the taxable year (determined 
without regard to the depletion deduction 
for the taxable year). 

(3) Certain financial institution preference 
items 

The amount allowable as a deduction under 
this chapter (determined without regard to 

this section) with respect to any financial in-
stitution preference item shall be reduced by 
20 percent. 

(4) Amortization of pollution control facilities 

If an election is made under section 169 with 
respect to any certified pollution control facil-
ity, the amortizable basis of such facility for 
purposes of such section shall be reduced by 20 
percent. 

(b) Special rules for treatment of intangible drill-
ing costs and mineral exploration and devel-
opment costs 

For purposes of this subtitle, in the case of a 
corporation— 

(1) In general 

The amount allowable as a deduction for any 
taxable year (determined without regard to 
this section)— 

(A) under section 263(c) in the case of an 
integrated oil company, or 

(B) under section 616(a) or 617(a), 

shall be reduced by 30 percent. 

(2) Amortization of amounts not allowable as 
deductions under paragraph (1) 

The amount not allowable as a deduction 
under section 263(c), 616(a), or 617(a) (as the 
case may be) for any taxable year by reason of 
paragraph (1) shall be allowable as a deduction 
ratably over the 60-month period beginning 
with the month in which the costs are paid or 
incurred. 

(3) Dispositions 

For purposes of section 1254, any deduction 
under paragraph (2) shall be treated as a de-
duction allowable under section 263(c), 616(a), 
or 617(a) (whichever is appropriate). 

(4) Integrated oil company defined 

For purposes of this subsection, the term 
‘‘integrated oil company’’ means, with respect 
to any taxable year, any producer of crude oil 
to whom subsection (c) of section 613A does 
not apply by reason of paragraph (2) or (4) of 
section 613A(d). 

(5) Coordination with cost depletion 

The portion of the adjusted basis of any 
property which is attributable to amounts to 
which paragraph (1) applied shall not be taken 
into account for purposes of determining de-
pletion under section 611. 

(c) Special rules relating to pollution control fa-
cilities 

For purposes of this subtitle— 

(1) Accelerated cost recovery deduction 

Section 168 shall apply with respect to that 
portion of the basis of any property not taken 
into account under section 169 by reason of 
subsection (a)(4). 

(2) 1250 Recapture 

Subsection (a)(1) shall not apply to any sec-
tion 1250 property which is part of a certified 
pollution control facility (within the meaning 
of section 169(d)(1)) with respect to which an 
election under section 169 was made. 

(d) Special rule for real estate investment trusts 

In the case of a real estate investment trust 
(as defined in section 856), the difference be-
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