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Treas. Reg. Section 1.1250-1(a)(1)(i)
Gain from dispositions of certain depreciable realty

(a) Dispositions after December 31, 1969.
(2) Ordinary income.

‘ (1) In general, section 1250(a)(1) provides that, upon a disposition of an item of
section 1250 property after December 31, 1969, the applicable percentage of the
lower of-

(a) The additional depreciation (as defined in §1.1250-2) attributable to
periods after December 31, 1969 in respect of the property, or

(b) The excess of the amount realized on a sale, exchange, or involuntary
conversion (or the fair market value of the property on any other
disposition) over the adjusted basis of the property,

shall be treated as gain from the sale or exchange of property which is
neither a capital asset nor property described in section 1231 (that is, shall
be recognized as ordinary income). The amount of such gain shall be
determined separately for each item (see subparagraph (2)(ii) of this
paragraph) of section 1250 property. If the amount determined under (b)
of this subdivision exceeds the amount determined under (a) of this
subdivision, then such excess shall be treated as provided in subdivision
(i1) of this subparagraph. For relation of section 1250 to other provisions,
see paragraph (c) of this section.

(ii) If the amount determined under subdivision (i)(b) of this subparagraph
exceeds the amount determined under subdivision (i)(a) of this subparagraph, then
the applicable percentage of the lower of-
(a) The additional depreciation attributable to periods before January 1,
1970, or

(b) Such excess,
shall also be recognized as ordinary income.

(i) If gain would be recognized upon a disposition of an item of section 1250
property under subdivisions (i) and (ii) of this subparagraph, and if section
1250(d) applies, then the gain recognized shall be considered as recognized first
under subdivision (i) of this subparagraph. (See example (3)(i) of paragraph (c)(4)
of §1.1250-3.)
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