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Example 4. If it is assumed that in example
(2), or in example (3), all of the deduction al-
lowed Corporation A for 1953 had resulted in
a reduction of A’s taxes, the adjustment to
the basis of the building for depreciation for
1953 would reflect the entire $4,000 deduction.
In such case, the adjusted basis of the build-
ing as of January 1, 1954, would be $86,083 in
example (2), and $90,000 in example (3).

Example 5. The facts are the same as in ex-
ample (2), except that for the year 1950 all of
the $4,000 amount allowed Corporation A as a
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deduction for depreciation for that year re-
sulted in a reduction of A’s taxes. In such
case, the adjustments to the basis of the
building remain the same as those set forth
in example (2).

Example 6. The facts are the same as in ex-
ample (3), except that for the year 1950 all of
the $4,000 amount allowed Corporation A as a
deduction for depreciation resulted in a re-
duction of A’s taxes. In such case, the ad-
justed basis of the building as of January 1,
1954, is $90,123, computed as follows:

Adjustments to
Taxable year basis as of begin- | Adjusted basis on | Remaining life on Depreciation al- Depreciation al-
ning of taxable January 1 January 1 lowable lowed
year
.............................. $100,000 50 $2,000 $4,000
$4,000 96,000 49 1,959 4,000
5,959 94,041 48 1,959 4,000
7,918 92,082 47 1,959 4,000
9,877 90,123
(J) Effective date. [Reserved]. For fur- ) Depreciation or  amortization

ther guidance, see §1.1016-3T(j)(1) and
.
[T.D. 6500, 25 FR 11910, Nov. 26, 1960; 25 FR

14021, Dec. 31, 1960, as amended by T.D. 9105,
69 FR 12, Jan. 2, 2004]

§1.1016-3T Exhaustion, wear and tear,
obsolescence, amortization, and de-
pletion for periods since February
28, 1913 (temporary).

(a) through (g) [Reserved]. For fur-
ther guidance, see §1.1016-3(a) through
(9)-
(h) Application to a change in method
of accounting. For purposes of deter-
mining whether a change in deprecia-
tion or amortization for property sub-
ject to section 167, 168, 197, 1400I,
1400L(b), or 1400L(c), or to section 168
prior to its amendment by the Tax Re-
form Act of 1986 (100 Stat. 2121) (former
section 168) is a change in method of
accounting under section 446(e) and the
regulations under section 446(e), sec-
tion 1016(a)(2) does not permanently af-
fect a taxpayer’s lifetime income.

(i) [Reserved]. For further guidance,
see §1.1016-3(i).

(J) Effective date—(1) In general. Ex-
cept as provided in paragraph (j)(2) of
this section, this section applies on or
after December 30, 2003. For the appli-
cability of regulations before December
30, 2003, see §1.1016-3 in effect prior to
December 30, 2003 (§1.1016-3 as con-
tained in 26 CFR part 1 edition revised
as of April 1, 2003).
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changes. Paragraph (h) of this section
applies to a change in depreciation or
amortization for property subject to
section 167, 168, 197, 14001, 1400L(b), or
1400L(c), or former section 168 for tax-
able years ending on or after December
30, 2003.

(3) The applicability of this section
expires on or before December 29, 2006.

[T.D. 9105, 69 FR 12, Jan. 2, 2004; 69 FR 5273,
Feb. 4, 2004]

§1.1016-4 Exhaustion, wear and tear,
obsolescence, amortization, and de-
pletion; periods during which in-
come was not subject to tax.

(a) Adjustments to basis must be
made for exhaustion, wear and tear, ob-
solescence, amortization, and depletion
to the extent actually sustained in re-
spect of:

(1) Any period before March 1, 1913,

(2) Any period since February 28, 1913,
during which the property was held by
a person or organization not subject to
income taxation under chapter 1 of the
Code or prior income tax laws,

(3) Any period since February 28, 1913,
and before January 1, 1958, during
which the property was held by a per-
son subject to tax under part I, sub-
chapter L, chapter 1 of the Code, or
prior income tax law, to the extent
that section 1016(a)(2) does not apply,
and

(4) Any period since February 28, 1913,
during which such property was held



