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Reg. Section 1.121-4(g)
Special rules

(9) Election to have section not apply. A taxpayer may elect to have the section 121 exclusion
not apply to a sale or exchange of property. The taxpayer makes the election by filing a return for
the taxable year of the sale or exchange that includes the gain from the sale or exchange of the
taxpayer's principal residence in the taxpayer's gross income. A taxpayer may make an election
under this paragraph (g) to have section 121 not apply (or revoke an election to have section 121
not apply) at any time before the expiration of a 3-year period beginning on the last date
prescribed by law (determined without regard to extensions) for the filing of the return for the
taxable year in which the sale or exchange occurred.
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