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‘(3) CONSTRUCTION CONTRACT.—The term ‘construc-
tion contract’ means any contract for the building,
construction, reconstruction, or rehabilitation of, or
the installation of any integral component to, im-
provements to real property.

‘(4) CONTRACT COMMENCEMENT DATE.—The term
‘contract commencement date’ means, with respect
to any contract, the first date on which any costs
(other than costs such as bidding expenses or ex-
penses incurred in connection with negotiating the
contract) allocable to such contract are incurred.

“(c) EFFECTIVE DATES; SPECIAL RULES.—

‘(1) IN GENERAL.—The modifications to regulations
which are required to be made under paragraphs (1)
and (2) of subsection (a) shall apply with respect to
taxable years ending after December 31, 1982.

¢“(2) COST ALLOCATION.—

‘““(A) IN GENERAL.—Any modification to Income
Tax Regulation 1.451-3 made under subsection (a)(3)
which requires additional costs to be allocated to a
contract shall apply only to the applicable percent-
age of such additional costs incurred in taxable
years beginning after December 31, 1982, with re-
spect to contracts entered into after such date.

‘(B) APPLICABLE PERCENTAGE.—For purposes of
subparagraph (A), the applicable percentage shall
be determined in accordance with the following
table:

“If the taxable year begins in
calendar year:

The applicable
percentage is:

1983 e 33%4
1984 oo 66%5
1985 or thereafter ....................... 100.

¢‘(3) SPECIAL RULES.—

‘‘(A) TIME OF COMPLETION.—AnNy contract of a tax-
payer which would (but for this paragraph) be
treated as having been completed prior to the first
taxable year of such taxpayer ending after Decem-
ber 31, 1982, solely by reason of any modification to
regulations made under subsection (a)(1), shall be
treated as having been completed on the first day of
such taxable year.

“(B) AGGREGATION AND SEVERANCE.—Any contract
of a taxpayer which would (but for this paragraph)
be treated as having been completed prior to the
first taxable year of such taxpayer ending after De-
cember 31, 1982—

‘(i) solely by reason of any modification to reg-
ulations made under subsection (a)(2), or

‘“(i1) solely by reason of any modifications to
regulations made under both paragraphs (1) and

(2) of subsection (a),
shall be treated as having been completed on the
first day after December 31, 1982, on which any con-
tract which was severed from such contract (by rea-
son of the modifications made by subsection (a)(2))
is completed (determined after the application of
any modifications to regulations made under sub-
section (a)(1)).

‘“(4) UNDERPAYMENTS OF ESTIMATED TAX FOR 1982.—
To the extent provided in regulations, no addition to
tax shall be made under section 6654 or 6655 of the In-
ternal Revenue Code of 1954 for the taxpayer’s first
taxable year ending after December 31, 1982, by rea-
son of a long-term contract, but only with respect to
installments required to be paid before April 13,
1983.”

PRIVATE DEFERRED COMPENSATION PLANS; TAXABLE
YEARS ENDING ON OR AFTER FEBRUARY 1, 1978

Pub. L. 95-600, title I, §132, Nov. 6, 1978, 92 Stat. 2782,
as amended by Pub. L. 99-514, §2, Oct. 22, 1986, 100 Stat.
2095, provided that:

‘‘(a) GENERAL RULE.—The taxable year of inclusion in
gross income of any amount covered by a private de-
ferred compensation plan shall be determined in ac-
cordance with the principles set forth in regulations,
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rulings, and judicial decisions relating to deferred com-
pensation which were in effect on February 1, 1978.

“(b) PRIVATE DEFERRED COMPENSATION PLAN DE-
FINED.—

‘(1) IN GENERAL.—For purposes of this section, the
term ‘private deferred compensation plan’ means a
plan, agreement, or arrangement—

‘““(A) where the person for whom the service is
performed is not a State (within the meaning of
paragraph (1) of section 457(d) of the Internal Rev-
enue Code of 1986 [formerly I.R.C. 1954]) and not an
organization which is exempt from tax under sec-
tion 501 of such Code, and

‘(B) under which the payment or otherwise mak-
ing available of compensation is deferred.

‘“(2) CERTAIN PLANS EXCLUDED.—Paragraph (1) shall
not apply to—

““(A) a plan described in section 401(a) of the In-
ternal Revenue Code of 1986 which includes a trust,
exempt from tax under section 501(a) of such Code,

“(B) an annuity plan or contract described in sec-
tion 403 of such Code,

“(C) a qualified bond purchase plan described in
section 405(a) of such Code,

‘(D) that portion of any plan which consists of a
transfer of property described in section 83 (deter-
mined without regard to subsection (e) thereof of
such Code, and

‘“(E) that portion of any plan which consists of a
trust to which section 402(b) of such Code applies.

‘“(c) EFFECTIVE DATE.—This section shall apply to
taxable years ending on or after February 1, 1978.”

YEAR OF INCLUSION FOR DISASTER OR DEFICIENCY
PAYMENTS RECEIVED IN 1978; ELECTION

Pub. L. 95-258, §1, Apr. 7, 1978, 92 Stat. 195, provided
that:

‘‘(a) IN GENERAL.—In the case of a taxpayer reporting
on the cash receipts and disbursements method of ac-
counting, if—

“()(A) the taxpayer receives in his first taxable
year beginning in 1978 payments under the Agricul-
tural Act of 1949, as amended, [see Short Title note
set out under section 1421 of Title 7, Agriculture], as
a result of—

‘(i) the destruction or damage to crops caused by
drought, flood, or any other natural disaster, or
‘‘(ii) the inability to plant crops because of such

a natural disaster, and

‘(B) the taxpayer establishes that, under his prac-
tice, income from such crops could have been re-
ported for his last taxable year beginning in 1977, or

“(2)(A) the taxpayer receives in his first taxable
year beginning in 1978 deficiency (or ‘target price’)
payments under the Agricultural Act of 1949, as
amended, for any 1977 crop, and

‘(B) the fifth month of such crop’s marketing year
ends before December 1, 1977,

then the taxpayer may elect to include such proceeds
in income for his last taxable year beginning in 1977.

“(b) MAKING AND EFFECT OF ELECTION—ADN election
under this section for any taxable year shall be made
at such time and in such manner as the Secretary of
the Treasury may by regulations prescribe and shall
apply with respect to all proceeds described in sub-
section (a) which were received by the taxpayer.”’

[§452. Repealed. June 15, 1955, ch. 143, §1(a), 69
Stat. 134]

Section, act Aug. 16, 1954, ch. 736, 68A Stat. 152, re-
lated to prepaid income.
Statutory Notes and Related Subsidiaries
EFFECTIVE DATE OF REPEAL

Repeal effective with respect to taxable years begin-
ning after Dec. 31, 1953, and ending after Aug. 16, 1954,
see section 3 of act June 15, 1955, set out as an Effective
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Date of 1955 Amendment note under section 381 of this
title.

SAVINGS PROVISION
For provisions concerning increase in tax in any tax-
able year ending on or before June 15, 1955 by reason of

enactment of act June 15, 1955, see section 4 of act June
15, 1955, set out as a note under section 381 of this title.

§453. Installment method
(a) General rule

Except as otherwise provided in this section,
income from an installment sale shall be taken
into account for purposes of this title under the
installment method.

(b) Installment sale defined

For purposes of this section—
(1) In general

The term ‘‘installment sale’” means a dis-
position of property where at least 1 payment
is to be received after the close of the taxable
year in which the disposition occurs.

(2) Exceptions

The term ‘‘installment sale” does not in-
clude—

(A) Dealer dispositions

Any dealer disposition (as defined in sub-
section (1)).
(B) Inventories of personal property

A disposition of personal property of a
kind which is required to be included in the
inventory of the taxpayer if on hand at the
close of the taxable year.

(c) Installment method defined

For purposes of this section, the term ‘‘install-
ment method’’ means a method under which the
income recognized for any taxable year from a
disposition is that proportion of the payments
received in that year which the gross profit (re-
alized or to be realized when payment is com-
pleted) bears to the total contract price.

(d) Election out

(1) In general

Subsection (a) shall not apply to any dis-
position if the taxpayer elects to have sub-
section (a) not apply to such disposition.

(2) Time and manner for making election

Except as otherwise provided by regulations,
an election under paragraph (1) with respect to
a disposition may be made only on or before
the due date prescribed by law (including ex-
tensions) for filing the taxpayer’s return of the
tax imposed by this chapter for the taxable
year in which the disposition occurs. Such an
election shall be made in the manner pre-
scribed by regulations.

(3) Election revocable only with consent

An election under paragraph (1) with respect
to any disposition may be revoked only with
the consent of the Secretary.

(e) Second dispositions by related persons
(1) In general

If—

(A) any person disposes of property to a re-
lated person (hereinafter in this subsection
referred to as the ‘‘first disposition’’), and
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(B) before the person making the first dis-
position receives all payments with respect
to such disposition, the related person dis-
poses of the property (hereinafter in this
subsection referred to as the ‘‘second dis-
position’’),

then, for purposes of this section, the amount
realized with respect to such second disposi-
tion shall be treated as received at the time of
the second disposition by the person making
the first disposition.

(2) 2-year cutoff for property other than mar-
ketable securities

(A) In general

Except in the case of marketable securi-
ties, paragraph (1) shall apply only if the
date of the second disposition is not more
than 2 years after the date of the first dis-
position.

(B) Substantial diminishing of risk of owner-
ship
The running of the 2-year period set forth
in subparagraph (A) shall be suspended with
respect to any property for any period dur-
ing which the related person’s risk of loss
with respect to the property is substantially
diminished by—
(i) the holding of a put with respect to
such property (or similar property),
(ii) the holding by another person of a
right to acquire the property, or
(iii) a short sale or any other trans-
action.

(3) Limitation on amount treated as received

The amount treated for any taxable year as
received by the person making the first dis-
position by reason of paragraph (1) shall not
exceed the excess of—

(A) the lesser of—

(i) the total amount realized with re-
spect to any second disposition of the
property occurring before the close of the
taxable year, or

(ii) the total contract price for the first
disposition, over

(B) the sum of—

(i) the aggregate amount of payments re-
ceived with respect to the first disposition
before the close of such year, plus

(ii) the aggregate amount treated as re-
ceived with respect to the first disposition
for prior taxable years by reason of this
subsection.

(4) Fair market value where disposition is not
sale or exchange

For purposes of this subsection, if the second
disposition is not a sale or exchange, an
amount equal to the fair market value of the
property disposed of shall be substituted for
the amount realized.

(5) Later payments treated as receipt of tax
paid amounts

If paragraph (1) applies for any taxable year,
payments received in subsequent taxable years
by the person making the first disposition
shall not be treated as the receipt of payments
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