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method change authorized by this 
paragraph (g)(2) is ‘‘88.’’ If Form 3115 is 
revised or renumbered, any reference in 
this section to that form is treated as 
a reference to the revised or renum-
bered form. 

[T.D. 9132, 69 FR 33843, June 17, 2004, as 
amended by T.D. 9307, 71 FR 78068, Dec. 28, 
2006] 
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(2) Application to pre-effective date like- 
kind exchanges and involuntary conver-
sions. 

(3) Like-kind exchanges and involuntary 
conversions where the taxpayer made the 
election under section 168(f)(1) for the re-
linquished property. 

[T.D. 9314, 72 FR 9250, Mar. 1, 2007] 

§ 1.168(i)–6 Like-kind exchanges and 
involuntary conversions. 

(a) Scope. This section provides the 
rules for determining the depreciation 
allowance for MACRS property ac-
quired in a like-kind exchange or an in-
voluntary conversion, including a like- 
kind exchange or an involuntary con-
version of MACRS property that is ex-
changed or replaced with other MACRS 
property in a transaction between 
members of the same affiliated group. 
The allowance for depreciation under 
this section constitutes the amount of 
depreciation allowable under section 
167(a) for the year of replacement and 
any subsequent taxable year for the re-
placement MACRS property and for the 
year of disposition of the relinquished 
MACRS property. The provisions of 
this section apply only to MACRS 
property to which § 1.168(h)–1 (like-kind 
exchanges of tax-exempt use property) 
does not apply. Additionally, para-
graphs (c) through (f) of this section 
apply only to MACRS property for 
which an election under paragraph (i) 
of this section has not been made. 

(b) Definitions. For purposes of this 
section, the following definitions 
apply: 

(1) Replacement MACRS property is 
MACRS property (as defined in 
§ 1.168(b)–1(a)(2)) in the hands of the ac-
quiring taxpayer that is acquired for 
other MACRS property in a like-kind 
exchange or an involuntary conversion. 

(2) Relinquished MACRS property is 
MACRS property that is transferred by 
the taxpayer in a like-kind exchange, 
or in an involuntary conversion. 

(3) Time of disposition is when the dis-
position of the relinquished MACRS 
property takes place under the conven-
tion, as determined under § 1.168(d)–1, 
that applies to the relinquished 
MACRS property. 

(4) Time of replacement is the later 
of— 

(i) When the replacement MACRS 
property is placed in service under the 

convention, as determined under this 
section, that applies to the replace-
ment MACRS property; or 

(ii) The time of disposition of the ex-
changed or involuntarily converted 
property. 

(5) Year of disposition is the taxable 
year that includes the time of disposi-
tion. 

(6) Year of replacement is the taxable 
year that includes the time of replace-
ment. 

(7) Exchanged basis is determined 
after the depreciation deductions for 
the year of disposition are determined 
under paragraph (c)(5)(i) of this section 
and is the lesser of— 

(i) The basis in the replacement 
MACRS property, as determined under 
section 1031(d) and the regulations 
under section 1031(d) or section 1033(b) 
and the regulations under section 
1033(b); or 

(ii) The adjusted depreciable basis (as 
defined in § 1.168(b)–1(a)(4)) of the relin-
quished MACRS property. 

(8) Excess basis is any excess of the 
basis in the replacement MACRS prop-
erty, as determined under section 
1031(d) and the regulations under sec-
tion 1031(d) or section 1033(b) and the 
regulations under section 1033(b), over 
the exchanged basis as determined 
under paragraph (b)(7) of this section. 

(9) Depreciable exchanged basis is the 
exchanged basis as determined under 
paragraph (b)(7) of this section reduced 
by— 

(i) The percentage of such basis at-
tributable to the taxpayer’s use of 
property for the taxable year other 
than in the taxpayer’s trade or busi-
ness (or for the production of income); 
and 

(ii) Any adjustments to basis pro-
vided by other provisions of the Inter-
nal Revenue Code (Code) and the regu-
lations under the Code (including sec-
tion 1016(a)(2) and (3), for example, de-
preciation deductions in the year of re-
placement allowable under section 
168(k) or 1400L(b)). 

(10) Depreciable excess basis is the ex-
cess basis as determined under para-
graph (b)(8) of this section reduced by— 

(i) The percentage of such basis at-
tributable to the taxpayer’s use of 
property for the taxable year other 
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