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value per share less $10 price paid by P for
each share)) in gross income as compensa-
tion on June 30, 1983. If, in this example, re-
strictions other than section 16(b) applied to
the stock, such other restrictions (but not
section 16(b)) would be taken into account in
determining whether the stock is subject to
a substantial risk of foreiture and is non-
transferable for periods after June 29, 1983.

Example (2). Assume the same facts as in
example (1) except that P is not an insider on
or after May 1, 1983, and the section 16(b) re-
striction does not apply beginning on that
date. On May 1, 1983, P must include in gross
income as compensation the difference be-
tween the fair market value of the stock on
that date and the amount paid for the stock.

Example (3). Assume the same facts as in
example (1) except that on June 1, 1983, X
corporation sells to P an additional 100
shares of X corporation stock at $20 per
share. At the time of the sale the fair mar-
ket value of the X corporation stock is $150
per share. On June 30, 1983, P must include
$24,000 in gross income as compensation with
respect to the January 1, 1983 purchase. On
November 30, 1983, the fair market value of X
corporation stock is $200 per share. Accord-
ingly, on that date P must include $18,000
(100 shares of X corporation stock × $180 ($200
fair market value per share less $20 price
paid by P for each share)) in gross income as
compensation with respect to the June 1,
1983 purchase.

(3) Effective date. This paragraph ap-
plies property transferred after Decem-
ber 31, 1981.

(k) Special rule for certain accounting
rules. (1) For purposes of section 83 and
the regualtions thereunder, property is
subject to substantial risk of forfeiture
and is not transferable so long as the
property is subject to a restriction on
transfer to comply with the ‘‘Pooling-
of-Interests Accounting’’ rules set
forth in Accounting Series Release
Numbered 130 ((10/5/72) 37 FR 20937; 17
CFR 211.130) and Accounting Series Re-
lease Numbered 135 ((1/18/73) 38 FR 1734;
17 CFR 211.135).

(2) Effective date. This paragraph ap-
plies to property transferred after De-
cember 31, 1981.

[T.D. 7554, 43 FR 31916, July 24, 1978, as
amended by T.D. 8042, 50 FR 31713, Aug. 6,
1985; 50 FR 39664, Sept. 30, 1985]

§ 1.83–4 Special rules.
(a) Holding period. Under section 83(f),

the holding period of transferred prop-
erty to which section 83(a) applies shall
begin just after such property is sub-

stantially vested. However, if the per-
son who has performed the services in
connection with which property is
transferred has made an election under
section 83(b), the holding period of such
property shall begin just after the date
such property is transferred. If prop-
erty to which section 83 and the regula-
tions thereunder apply is transferred at
arm’s length, the holding period of
such property in the hands of the
transferee shall be determined in ac-
cordance with the rules provided in
section 1223.

(b) Basis. (1) Except as provided in
paragraph (b)(2) of this section, if prop-
erty to which section 83 and the regula-
tions thereunder apply is acquired by
any person (including a person who ac-
quires such property in a subsequent
transfer which is not at arm’s length),
while such property is still substan-
tially nonvested, such person’s basis
for the property shall reflect any
amount paid for such property and any
amount includible in the gross income
of the person who performed the serv-
ices (including any amount so includ-
ible as a result of a disposition by the
person who acquired such property.)
Such basis shall also reflect any ad-
justments to basis provided under sec-
tions 1015 and 1016.

(2) If property to which § 1.83–1 ap-
plies is transferred at arm’s length, the
basis of the property in the hands of
the transferee shall be determined
under section 1012 and the regulations
thereunder.

(c) Forgiveness of indebtedness treated
as an amount paid. If an indebtedness
that has been treated as an amount
paid under § 1.83–1(a)(1)(ii) is subse-
quently cancelled, forgiven or satisfied
for an amount less than the amount of
such indebtedness, the amount that is
not, in fact, paid shall be includible in
the gross income of the service pro-
vider in the taxable year in which such
cancellation, forgiveness or satisfac-
tion occurs.

[T.D. 7554, 43 FR 31918, July 24, 1978]

§ 1.83–5 Restrictions that will never
lapse.

(a) Valuation. For purposes of section
83 and the regulations thereunder, in
the case of property subject to a
nonlapse restriction (as defined in
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