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and the regulations thereunder shall be 
applicable. Livestock which are killed 
either because they are diseased or be-
cause of exposure to disease shall be 
considered destroyed on account of dis-
ease. Livestock which are sold or ex-
changed because they are diseased or 
have been exposed to disease, and 
would not otherwise have been sold or 
exchanged at that particular time shall 
be considered sold or exchanged be-
cause of disease. 

(b) The provisions of § 1.1033(a)–2 shall 
be applicable in the case of a disposi-
tion treated as an involuntary conver-
sion under this section. The details in 
connection with such a disposition re-
quired to be reported under paragraph 
(c)(2) of § 1.1033(a)–2 shall include a re-
cital of the evidence that the livestock 
were destroyed by or on account of dis-
ease, or sold or exchanged because of 
disease. 

(c) The term involuntary conversion, 
where it appears in subtitle A of the 
Code or the regulations thereunder, in-
cludes disposition of livestock de-
scribed in this section. (See, e.g., sec-
tion 1231 and the regulations there-
under.) 

[T.D. 6500, 25 FR 11910, Nov. 26, 1960; 25 FR 
14021, Dec. 31, 1960. Redesignated by T.D. 
7625, 44 FR 31013, May 30, 1979]

§ 1.1033(e)–1 Sale or exchange of live-
stock solely on account of drought. 

(a) The sale or exchange of livestock 
(other than poultry) held for draft, 
breeding, or dairy purposes in excess of 
the number the taxpayer would sell or 
exchange during the taxable year if he 
followed his usual business practices 
shall be treated as an involuntary con-
version to which section 1033 and the 
regulations thereunder are applicable 
if the sale or exchange of such live-
stock by the taxpayer is solely on ac-
count of drought. Section 1033(e) and 
this section shall apply only to sales 
and exchanges occurring after Decem-
ber 31, 1955. 

(b) To qualify under section 1033(e) 
and this section, the sale or exchange 
of the livestock need not take place in 
a drought area. While it is not nec-
essary that the livestock be held in a 
drought area, the sale or exchange of 
the livestock must be solely on ac-
count of drought conditions the exist-

ence of which affected the water, graz-
ing, or other requirements of the live-
stock so as to necessitate their sale or 
exchange. 

(c) The total sales or exchanges of 
livestock held for draft, breeding, or 
dairy purposes occurring in any tax-
able year which may qualify as an in-
voluntary conversion under section 
1033(e) and this section is limited to 
the excess of the total number of such 
livestock sold or exchanged during the 
taxable year over the number that the 
taxpayer would have sold or exchanged 
if he had followed his usual business 
practices, that is, the number he would 
have been expected to sell or exchange 
under ordinary circumstances if there 
had been no drought. For example, if in 
the past it has been a taxpayer’s prac-
tice to sell or exchange annually one-
half of his herd of dairy cows, only the 
number sold or exchanged solely on ac-
count of drought conditions which is in 
excess of one-half of his herd, may 
qualify as an involuntary conversion 
under section 1033(e) and this section. 

(d) The replacement requirements of 
section 1033 will be satisfied only if the 
livestock sold or exchanged is replaced 
within the prescribed period with live-
stock which is similar or related in 
service or use to the livestock sold or 
exchanged because of drought, that is, 
the new livestock must be functionally 
the same as the livestock involuntarily 
converted. This means that the new 
livestock must be held for the same 
useful purpose as the old was held. 
Thus, although dairy cows could be re-
placed by dairy cows, a taxpayer could 
not replace draft animals with breeding 
or dairy animals. 

(e) The provisions of § 1.1033(a)–2 shall 
be applicable in the case of a sale or ex-
change treated as an involuntary con-
version under this section. The details 
in connection with such a disposition 
required to be reported under para-
graph (c)(2) of § 1.1033(a)–2 shall include: 

(1) Evidence of the existence of the 
drought conditions which forced the 
sale or exchange of the livestock; 

(2) A computation of the amount of 
gain realized on the sale or exchange; 

(3) The number and kind of livestock 
sold or exchanged; and 
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(4) The number of livestocks of each 
kind that would have been sold or ex-
changed under the usual business prac-
tice in the absence of the drought. 

(f) The term involuntary conversion, 
where it appears in subtitle A of the 
Code or the regulations thereunder, in-
cludes the sale or exchange of livestock 
described in this section. 

(g) The provisions of section 1033(e) 
and this section apply to taxable years 
ending after December 31, 1955, but 
only in the case of sales or exchange of 
livestock after December 31, 1955. 

[T.D. 6500, 25 FR 11910, Nov. 26, 1960; 25 FR 
14021, Dec. 31, 1960. Redesignated by T.D. 
7625, 44 FR 31013, May 30, 1979]

§ 1.1033(g)–1 Condemnation of real 
property held for productive use in 
trade or business or for investment. 

(a) Special rule in general. This section 
provides special rules for applying sec-
tion 1033 with respect to certain dis-
positions, occurring after December 31, 
1957, of real property held either for 
productive use in trade or business or 
for investment (not including stock in 
trade or other property held primarily 
for sale). For this purpose, disposition 
means the seizure, requisition, or con-
demnation (but not destruction) of the 
converted property, or the sale or ex-
change of such property under threat 
or imminence of seizure, requisition, or 
condemnation. In such cases, for pur-
poses of applying section 1033, the re-
placement of such property with prop-
erty of like kind to be held either for 
productive use in trade or business or 
for investment shall be treated as prop-
erty similar or related in service or use 
to the property so converted. For prin-
ciples in determining whether the re-
placement property is property of like 
kind, see paragraph (b) of § 1.1031(a)–1. 

(b) Election to treat outdoor advertising 
displays as real property—(1) In general. 
Under section 1033(g)(3) of the Code, a 
taxpayer may elect to treat property 
which constitutes an outdoor adver-
tising display as real property for pur-
poses of chapter 1 of the Code. The 
election is available for taxable years 
beginning after December 31, 1970. In 
the case of an election made on or be-
fore July 21, 1981, the election is avail-
able whether or not the period for fil-
ing a claim for credit or refund under 

section 6511 has expired. No election 
may be made with respect to any prop-
erty for which (i) the investment credit 
under section 38 has been claimed, or 
(ii) an election to expense certain de-
preciable business assets under section 
179(a) is in effect. The election once 
made applies to all outdoor advertising 
displays of the taxpayer which may be 
made the subject of an election under 
this paragraph, including all outdoor 
advertising displays acquired or con-
structed by the taxpayer in a taxable 
year after the taxable year for which 
the election is made. The election ap-
plies with respect to dispositions dur-
ing the taxable year for which made 
and all subsequent taxable years (un-
less an effective revocation is made 
pursuant to paragraph (b)(2) (ii) or 
(iii)). 

(2) Election—(i) Time and manner of 
making election—(A) In general. Unless 
otherwise provided in the return or in 
the instructions for a return for a tax-
able year, any election made under sec-
tion 1033(g)(3) shall be made by attach-
ing a statement to the return (or 
amended return if filed on or before 
July 21, 1981) for the first taxable year 
to which the election is to apply. Any 
election made under this paragraph 
must be made not later than the time, 
including extensions thereof, pre-
scribed by law for filing the income tax 
return for such taxable year or July 21, 
1981, whichever occurs last. If a tax-
payer makes an election (or revokes an 
election under subdivision (ii) or (iii) of 
this subparagraph (b) (2)) for a taxable 
year for which he or she has previously 
filed a return, the return for that tax-
able year and all other taxable years 
affected by the election (or revocation) 
must be amended to reflect any tax 
consequences of the election (or rev-
ocation). However, no return for a tax-
able year for which the period for filing 
a claim for credit or refund under sec-
tion 6511 has expired may be amended 
to make any changes other than those 
resulting from the election (or revoca-
tion). In order for the election (or rev-
ocation) to be effective, the taxpayer 
must remit with the amended return 
any additional tax due resulting from 
the election (or revocation), notwith-
standing the provisions of section 
6212(c) or 6501 or the provisions of any 
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