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illustrated. 2000 Excerpt: . . . allowed a deduction for your contribution. Your gain on the sale was 1, 200, figured by allocating 20 of your adjusted
basis in the property to the part sold. If you had sold the property at its fair market value, your ordinary income would have been 5, 000. Your
ordinary income is 1, 000 (5, 000 x 20) and your section 1231 gain is 200 (1, 200-1, 000). Transfers at Death When a taxpayer dies, no gain is reported
on depreciable personal property or real property transferred to his or her estate or beneficiary. For information on the tax liability of a decedent,
see Publication 559, Survivors, Executors, and Administrators. However, if the decedent disposed of the property while alive and, because of his or
her method of accounting or for any other reason, the gain from the disposition is reportable by the estate or beneficiary, it must be reported in the
same way the decedent would have had to report it if he or she were still alive. Ordinary income due to depreciation must be reported on a transfer
from an executor, administrator, or trustee to an heir, beneficiary, or other individual if the transfer is a sale or exchange on which gain is realized.
Example 1. Janet Smith owned depreciable property that, upon her death, was inherited by her son. No ordinary income from depreciation is
reportable on the transfer, even though the value used for estate tax purposes is more than the adjusted basis of the property to...
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