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Cutzent law (section 1033 /0f the Internal Revente Code) récognizes the need

in: eeme,aeireume‘tantes:te.a‘%lvbw ferral of payment of capital gains taxation on
the proceeds of an involuntary conversion. Under that seetion, ‘the owner: of land
- taken for public uge can postpone-recognition of gain on compensation he receives
only by reinvesting in prOpert'y of “like king” within-a specified period. Generally,
this permits the landowner to reinvest in-any comparable real property. v
The amendment we offer would permit the taxpayer to defer capital gains taxa-
tion of condemnation awards when he reinvests in: Securities or a business if he
establishes that to require him to reinvest only in comipa rable real property would
‘Work “undue hardship” on him. ol TS G RO AN
The term “undue hardship”'iy.one of ‘equity ; still this ix'a situation which ealls
for equity. Since the burden of proof will be blaced on the taxpayer, this amend-
- ment would be restricted to reliof situations rather than open up an area of abuse.
As an example of circumstances which would constitute an ‘“undue hardship”,
let us take the situation. that arises in large reservoir takings, Comparable re-
_blacement property often is not' available in the general vicinity, and landowners
would be required to move considerable distances in order to reinvest in similar

farm property. Another hardship slituation Wwould arise when a landowner. is
forced to sell a going farm ‘operation but has reached.an age when he -does not
believe it physically possible to start a new farming or ranching life. He is being
bushed into an early retirement. ‘These people have no choice, no real alternative
to selling their land ; In order to avoid undue hardship, tax concepts should be
~made to conform With current needs and the ine ea si g scarcity of land. s
| Our amendment does not provide specific criteria for the application of “undue
hardship.” To do $0 would only confine the attempt to achieve equity to arbitrary
limits. However, we can think of several factors that might merit consideration
in determining “undue hardship” : the age-of the landowner, the number of years
- he has owned the land, and evidence of his efforts to find reasonable replacement

i ' FAMENJ'J‘MENT-:Td;“iMERNAL;RWENTjE.Gonm :
| PROPERTY REQUIRED TO REPLACE :m;g,mb;eﬁ:m;mkmy BY CONDEMNATION

. Sme. 811. (a) Section 1033 of the ‘Internal Revenue Code of 1954 (relating to
involuntary conversions) is amended by redesignating -subsection (h) as (i),
-and by inserting after subsection (g)" the following new Subsection:

“(hy CONDEMNATION 01 EAL PROPERTY AFTER 1966.— S ‘

1) ﬂpeoiazrulte.»—glf‘c)r purposesof}subs‘ectmn' (av),,'_:,ifﬁreal‘property (not

- including stock in trade or other property, held primari ¥y for sale) is (as

- the result of its seizure, requisition, or condemnation, T threat -or immi-

nence th~ere’qf)»~compu1sorily or involuntarily converted, and if the disposition

of thegcouvreftfedpmperty ‘(within th meaning of subsection (a)(2)) oceurs

after December 31, 1966, replacement property Shall be treated as Dbroperty
< -similar or related in service or use to the property so converted, SR
“(2) Re‘plwcement‘ Droperty deﬁned.mFor purposes of paragraph (1), the
~term ‘replacement DPropérty’ meang-— e S v : ~
~ “(A). real Dbroperty and any interest in real property,

holding period), ang L L e P e
- “(0) subject to the provisions,ef;paragraph (8), any broperty to be
~held for investment by the taxpayer. Cm Coegl R e R ,

“(3) Application of baragraph (2) (0).—Subparagraph (0) of paragraph
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