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Part III. Administrative, Procedural, and Miscellaneous

Relief from Filing Form 3115 for a
Change in Methods of Accounting
Required by Statement of Financial
Accounting Standards No. 116

Notice 96–30

The purpose of this Notice is to
provide relief from filing Form 3115,
Application for Change in Accounting
Method, to organizations described in
section 501(c) of the Internal Revenue
Code that are changing their methods
of accounting for federal income tax
purposes to comply with the provisions
of Statement of Financial Accounting
Standards No. 116, Accounting for
Contributions Received and Contribu-
tions Made (SFAS 116).

In SFAS 116 the Financial Account-
ing Standards Board revised certain
generally accepted accounting princi-
ples relating to contributions received
and contributions awarded by not-for-
profit organizations. Not-for-profit or-
ganizations described in section 501(c)
of the Code that change to the methods
of accounting provided in SFAS 116
for federal income tax purposes, will
not be required, in this situation, to file
Form 3115, Application for Change in
Accounting Method.

Not-for-profit organizations de-
scribed in section 501(c) may change
to the methods provided in SFAS 116
for federal income tax purposes for any
tax year beginning after December 15,
1994, by properly reflecting the effect
of the change, in the manner described
below, on a timely filed (including
extensions) Form 990-series return for
the tax year of the change. Any not-
for-profit organization described in sec-
tion 501(c) that is not required to file a
Form 990-series information return for
the tax year of the change may change
to the methods provided in SFAS 116
for federal income tax purposes without
notifying the Service of the change. 

A not-for-profit organization that
changes its methods of accounting for
federal income tax purposes to conform
to the methods provided in SFAS 116
should report any adjustment required
by section 481(a) on line 20 of Form
990 or 990–EZ or in Part III of Form
990–PF as a net asset adjustment made
during the year the change is made.
The adjustment should be identified as
the effect of changing to the methods

provided in SFAS 116. The beginning
of year statement of financial position
(balance sheet) should not be restated
to reflect any prior period adjustments.
If the adjustment reflects contributions
not reported under the old methods for
year(s) preceding the year of change
and not reported under the new
methods in the year of change or any
subsequent year, any contributor of an
amount included in the adjustment who
meets the criteria described in the
instructions to line 1 of Form 990 or
990–EZ or line 1 of Part 1 of Form
990–PF should be included in the list
of contributors required to be attached
to Form 990, 990–EZ or 990–PF for
the year of the change.

For further information regarding
this notice, contact John Roman Faron
at (202) 622-7645 (not a toll free call).

1.167(e)–1(a) and 1.446–1(e)(2)(ii)(b)
of the Income Tax Regulations.

.02 To obtain this consent, a Form
3115, Application for Change in Ac-
counting Method, generally must be
filed within 180 days after the begin-
ning of the taxable year in which the
proposed change is to be made. Section
1.446–1(e)(3)(i).

.03 The Commissioner is authorized
to prescribe administrative procedures
setting forth the limitations, terms, and
conditions as the Commissioner deems
necessary to obtain consent for effect-
ing a change in method of accounting
and to prevent amounts from being
duplicated or omitted, including the
taxable year or years in which the
§ 481(a) adjustment is to be taken into
account. Section 1.446–1(e)(3)(ii).

.04 In computing taxable income,
§ 481(a) of the Internal Revenue Code
requires a taxpayer to take into account
those adjustments necessary to prevent
amounts from being duplicated or
omitted when the taxpayer’s taxable
income is computed under a method of
accounting different from the method
used to compute taxable income for the
preceding taxable year.

.05 The basis of depreciable prop-
erty is reduced by the amount of the
depreciation allowed or allowable,
whichever i s g rea te r . Sec t ion
1016(a)(2).

.06 Unless otherwise provided in
this revenue procedure, the terms ‘‘tax-
payer’’, ‘‘year of change’’, and ‘‘filed’’
have the meaning given to them by
sections 3.01, 3.03, and 3.04 of Rev.
Proc. 92–20 (or any successor),
respectively.

SECTION 3. SCOPE

.01 Application of this revenue pro-
cedure. Except as provided in sections
3.02 and 3.03 of this revenue proce-
dure, this revenue procedure applies to
any taxpayer changing to a permissible
method of accounting for depreciation
for any item of property that: (1) under
the taxpayer’s present method of ac-
counting, the taxpayer has not taken
into account any depreciation al-
lowance or has taken into account some
depreciation but less than the deprecia-
tion allowable (hereafter, referred to as
claimed less than the depreciation
allowable); (2) is subject to § 167,


