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BASIS RULES OF GENERAL APPLICATION 

§ 1.1011–1 Adjusted basis. 
The adjusted basis for determining 

the gain or loss from the sale or other 
disposition of property is the cost or 
other basis prescribed in section 1012 or 
other applicable provisions of subtitle 
A of the code, adjusted to the extent 
provided in sections 1016, 1017, and 1018 
or as otherwise specifically provided 
for under applicable provisions of in-
ternal revenue laws. 

§ 1.1011–2 Bargain sale to a charitable 
organization. 

(a) In general. (1) If for the taxable 
year a charitable contributions deduc-
tion is allowable under section 170 by 
reason of a sale or exchange of prop-
erty, the taxpayer’s adjusted basis of 
such property for purposes of deter-
mining gain from such sale or exchange 
must be computed as provided in sec-
tion 1011(b) and paragraph (b) of this 
section. If after applying the provisions 
of section 170 for the taxable year, in-
cluding the percentage limitations of 
section 170(b), no deduction is allow-
able under that section by reason of 
the sale or exchange of the property, 
section 1011(b) does not apply and the 
adjusted basis of the property is not re-
quired to be apportioned pursuant to 
paragraph (b) of this section. In such 
case the entire adjusted basis of the 
property is to be taken into account in 
determining gain from the sale or ex-
change, as provided in § 1.1011–1(e). In 
ascertaining whether or not a chari-
table contributions deduction is allow-
able under section 170 for the taxable 
year for such purposes, that section is 
to be applied without regard to this 
section and the amount by which the 
contributed portion of the property 
must be reduced under section 170(e)(1) 
is the amount determined by taking 
into account the amount of gain which 
would have been ordinary income or 
long-term capital gain if the contrib-
uted portion of the property had been 
sold by the donor at its fair market 
value at the time of the sale or ex-
change. 

(2) If in the taxable year there is a 
sale or exchange of property which 
gives rise to a charitable contribution 
which is carried over under section 

170(b)(1)(D)(ii) or section 170(d) to a 
subsequent taxable year or is post-
poned under section 170(a)(3) to a sub-
sequent taxable year, section 1011(b) 
and paragraph (b) of this section must 
be applied for purposes of apportioning 
the adjusted basis of the property for 
the year of the sale or exchange, 
whether or not such contribution is al-
lowable as a deduction under section 
170 in such subsequent year. 

(3) If property is transferred subject 
to an indebtedness, the amount of the 
indebtedness must be treated as an 
amount realized for purposes of deter-
mining whether there is a sale or ex-
change to which section 1011(b) and 
this section apply, even though the 
transferee does not agree to assume or 
pay the indebtedness. 

(4)(i) Section 1011(b) and this section 
apply where property is sold or ex-
changed in return for an obligation to 
pay an annuity and a charitable con-
tributions deduction is allowable under 
section 170 by reason of such sale or ex-
change. 

(ii) If in such case the annuity re-
ceived in exchange for the property is 
nonassignable, or is assignable but 
only to the charitable organization to 
which the property is sold or ex-
changed, and if the transferor is the 
only annuitant or the transferor and a 
designated survivor annuitant or annu-
itants are the only annuitants, any 
gain on such exchange is to be reported 
as provided in example (8) in paragraph 
(c) of this section. In determining the 
period over which gain may be reported 
as provided in such example, the life 
expectancy of the survivor annuitant 
may not be taken into account. The 
fact that the transferor may retain the 
right to revoke the survivor’s annuity 
or relinquish his own right to the annu-
ity will not be considered, for purposes 
of this subdivision, to make the annu-
ity assignable to someone other than 
the charitable organization. Gain on an 
exchange of the type described in this 
subdivision pursuant to an agreement 
which is entered into after December 
19, 1969, and before May 3, 1971, may be 
reported as provided in example (8) in 
paragraph (c) of this section, even 
though the annuity is assignable. 
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