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for such year. An election, once made
for any taxable year, shall be irrev-
ocable for that taxable year.

(b) Transition rule—(1) In general. In
the case of a taxable year beginning
after December 31, 1988, for which the
due date (including extensions) for fil-
ing the return is on or before March 4,
1990, the election wunder section
280C(c)(3) shall be made by claiming
the reduced credit under section 41(a)
determined by the method provided in
section 280C(c)(3)(B) on an original or
amended return for such taxable year
filed on or before March 3, 1990.

(2) Taxpayers who made an election
under former section 41(h). If a tax-
payer—

(i) Prior to December 19, 1989, made
an election for a taxable year described
in paragraph (b)(1) of this section under
section 41(h) (as it existed before it was
repealed by section 7814(e) of the Rev-
enue Reconciliation Act of 1989) by not
claiming any credit allowable under
section 41(a), and

(ii) Has not filed an amended return
on or before March 3, 1990 claiming the
full credit allowable under section
41(a), the taxpayer will be treated as
having made an election under section
280C(c)(3). Therefore, the provisions of
section 280C(c) (1) and (2) shall not
apply in such taxable year. However, in
order to obtain the benefit of the re-
duced credit under section 41(a) deter-
mined by the method provided in sec-
tion 280C(c)(3)(B), such a taxpayer must
claim the reduced credit on an amend-
ed return filed before the expiration of
the period prescribed in section 6511 for
filing a claim for credit or refund of
the tax imposed by chapter 1 of the
Code.
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Sections 1.280F-2T(f) and 1.280F-4T(b)
also provide special rules for improve-
ments to passenger automobiles and
other listed property that qualify as
capital expenditures.

(c) Effective dates—(1) In general. This
section and §§1.280F-2T through 1.280F-
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(c) Effective date. The provisions of
this section are effective for taxable
years beginning after December 31,
1988.

[T.D. 8282, 55 FR 2376, Jan. 24, 1990; 55 FR
4049, Feb. 6, 1990]

§1.280F-1T Limitations on investment
tax credit and recovery deductions
under section 168 for passenger
automobiles and certain other list-
ed property; overview of regula-
tions (temporary).

(@) In general. Section 280F(a) limits
the amount of investment tax credit
determined under section 46(a) and re-
covery deductions under section 168 for
passenger automobiles. Section 280F(b)
denies the investment tax credit and
requires use of the straight line meth-
od of recovery for listed property that
is not predominantly used in a quali-
fied business wuse. In certain cir-
cumstances, section 280F(b) requires
the recapture of an amount of cost re-
covery deductions previously claimed
by the taxpayer. Section 280F(c) pro-
vides that lessees are to be subject to
restrictions substantially equivalent to
those imposed on owners of such prop-
erty under section 280F (a) and (b). Sec-
tion 280F(d) provides definitions and
special rules; note that section 280F(d)
(2) and (3) apply with respect to all list-
ed property, even if the other provi-
sions of section 280F do not affect the
treatment of the property.

(b) Key to Code provisions. The fol-
lowing table identifies the provisions
of section 280F under which regulations
are provided, and lists each provision
below with its corresponding regula-
tion section:

Sections 1.280F-5T and Section 1.280F-6T

1.280F-7
(c) (d)(3)
(d)(4)
(d)(5)
(d)(6)

6T apply to property placed in service
or leased after June 18, 1984, in taxable
years ending after that date. Section
1.280F-7 applies to property leased after
December 31, 1986, in taxable years end-
ing after that date.
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(2) Exception. This section and
§§1.280F-2T through 1.280F-6T shall not
apply to any property:

(i) Acquired pursuant to a binding
contract in effect on June 18, 1984, and
at all times thereafter, or under con-
struction by the taxpayer on that date,
but only if the property is placed in
service before January 1, 1985 (January
1, 1987, in the case of 15-year real prop-
erty), or

(i) Leased pursuant to a binding con-
tract in effect on June 18, 1984, and at
all times thereafter, but only if the les-
see first uses such property under the
lease before January 1, 1985 (January 1,
1987, in the case of 15-year real prop-
erty).

(3) Leased passenger automobiles. Sec-
tion 1.280F-5T(e) generally applies to
passenger automobiles leased after
April 2, 1985, and before January 1, 1987,
in taxable years ending after April 2,
1985. Section 1.280F-5T(e) generally ap-
plies to passenger automobiles leased
after April 2, 1985, in taxable years end-
ing after that date. Section 1.280F-
5T(e) does not apply to any passenger
automobile that is leased pursuant to a
binding contract, which is entered into
no later than April 2, 1985, and which is
in effect at all times thereafter, but
only if the automobile is used under
the lease before August 1, 1985. If
§1.280F-5T(e) does not apply to a pas-
senger automobile, see paragraph (c) (1)
and (2) of this section. Section 1.280F-
7(a) applies to passenger automobiles
leased after December 31, 1986, in tax-
able years ending after that date.

[T.D. 7986, 49 FR 42704, Oct. 24, 1984; as
amended by T.D. 8061, 50 FR 46038, Nov. 6,
1985; T.D. 8218, 53 FR 29881, Aug. 9, 1988; T.D.
8473, 58 FR 19060, Apr. 12, 1993]

§1.280F-2T Limitations on recovery
deductions and the investment tax
credit for certain passenger auto-
mobiles (temporary).

(a) Limitation on amount of investment
tax credit—(1) General rule. The amount
of the investment tax credit deter-
mined under section 46(a) for any pas-
senger automobile shall not exceed
$1,000. For a passenger automobile
placed in service after December 31,
1984, the $1,000 amount shall be in-
creased by the automobile price infla-
tion adjustment (as defined in section
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280F(d)(7)) for the calendar year in
which the automobile is placed in serv-
ice.

(2) Election of reduced investment tax
credit. If the taxpayer elects under sec-
tion 48(q)(4) to reduce the amount of
the investment tax credit in lieu of ad-
justing the basis of the passenger auto-
mobile under section 48(q)(1), the
amount of the investment tax credit
for any passenger automobile shall not
exceed two-thirds of the amount deter-
mined under paragraph (a)(1) of this
section.

(b) Limitations on allowable recovery
deductions—(1) Recovery deduction for
year passenger automobile is placed in
service. For the taxable year that a tax-
payer places a passenger automobile in
service, the allowable recovery deduc-
tion under section 168(a) shall not ex-
ceed $4,000. See paragraph (b)(3) of this
section for the adjustment to this limi-
tation.

(2) Recovery deduction for remaining
taxable years during the recovery period.
For any taxable year during the recov-
ery period remaining after the year
that the property is placed in service,
the allowable recovery deduction under
section 168(a) shall not exceed $6,000.
See paragraph (b)(3) of this section for
the adjustment to this limitation.

(3) Adjustment to limitation by reason
of automobile price inflation adjustment.
The limitations on the allowable recov-
ery deductions prescribed in paragraph
(b) (1) and (2) of this section are in-
creased by the automobile price infla-
tion adjustment (as defined in section
280F(d)(7)) for the calendar year in
which the automobile is placed in serv-
ice.

(4) Coordination with section 179. For
purposes of section 280F(a) and this
section, any deduction allowable under
section 179 (relating to the election to
expense certain depreciable trade or
business assets) is treated as if that de-
duction were a recovery deduction
under section 168. Thus, the amount of
the section 179 deduction is subject to
the limitations described in paragraph
(b) (1) and (2) of this section.

(c) Disallowed recovery deductions al-
lowed for years subsequent to the recovery
period—(1) In general. (i) Except as oth-
erwise provided in this paragraph (c),
the ‘““‘unrecovered basis’ (as defined in
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