26 CFR 601.204: Changes in accounting periodgnitially meets (or fails to meet) the .04 Except as otherwise expressly

?A”I‘icinprgr‘:trogdg ggai‘é%“r}igg' 481; 1.446-1) 50-percent test but subsequently fails tprovided, a taxpayer must obtain the
' T e ' meet (or meets) the test for more than aonsent of the Commissioner of Internal
Rev. Proc. 97-10 temporary period, such failure (or quali-Revenue to change a method of ac-

fication) is treated as a change in theounting for federal income tax pur-
use of property to which § 168(i)(5) poses. To obtain this consent, a Form
SECTION 1. PURPOSE applies. S. Rep. No. 281, 104th Cong.3115, Application for Change in Ac-
. _ 2nd Sess. 14-16 (1996). counting Method, generally must be
This revenue procedure provides the o, .ion 1950 of the Act also amendediled within 180 days after the beginning
gxclusnée procedureffor: makmlgl; the_elecs-§ 168(g)(3)(B) to provide that the re-of the taxable year in which the pro-
S'OE l;,r: fri %llioto ft 1%956m6tlh Bxsknets tovery period for a retail motor fuelsposed change is to be mz_;\de. Secti_on
ob Frotection Act o (the Act) 10 )\ et is 20 years under the alternativét46(e) and § 1.446-1(e)(2)(i) and (3)(i)

treat a retail motor fuels outlet placed mdepreciation system of § 168(g). of the Income Tax Regulations.

service before August 20, 1996, as 15- . . iaai ; ;
g .02 Section 1120 of the Act applies to .05 The Commissioner is authorized

ear property under 8 168 of the Inter- : ; i ini i
)rllal Igevgnu)e/ Code§The clection sproperty depreciable under § 168 that i40 Prescribe administrative procedures
forth in this revenue procedure is availPIaCed in service on or after August 2056100 forth [ne Imitations, terms, and

able only for the taxpayer’s taxable yeat996. Section 1120 of the Act a|spcond|t|ons the Cpmmssmr;er Sfeer_ns
that includes August 20, 1996, the dat@rovides that a taxpayer may elect, if'ecessary to obtain consent for effecting
’ ' the form and manner prescribed by thé change in method of accounting and
of enactment of the Act. p y - -
Secretary of the Treasury, to applytotpcrjevent a_:?odun?s lfrgm bt?:ngt dul%':'
§ 1120 to property depreciable undefat€d or omitted, Iincluding the taxable
SECTION 2. BACKGROUND § 168 that was placed in service befor¢€ar or years in which the § 481(a)
.01 Section 1120 of the Act amendedAugust 20, 1996. The legislative historyadjustment is to be taken into account.
§ 168(e)(3)(E) to provide that 15-yearof the Act provides that the SecretarySection 1.446-1(e)(3)(i). _
property includes any § 1250 propertyfnay treat the election as a Change in the .06 In computlng taxable mcome’
that is a retail motor fuels outlettaxpayer’s method of accounting for theS 481(a) requires a taxpayer to take into
whether or not food or other conve-Property and provide rules similar to@ccount those adjustments necessary to
nience items are sold at the outlet. Théhose provided in Rev. Proc. 96-31prevent amounts from being duplicated
legislative history of the Act provides 1996-1 C.B. 714. The legislative historyo" Omitted when the taxpayer's taxable
that property will qualify as a retail further provides that if a taxpayer hashncome is computed under a method of
motor fuels outlet if 50 percent or morealready treated the property as 15-yegccounting different from the method
of the gross revenues generated from throperty the taxpayer will be deemed tgised to compute taxable income for the
property are derived from petro|eumhave made the election for that propertypreced'ng taxable year.
sales, or 50 percent or more of the floor .03 For certain changes in methods o
space in the property is devoted taaccounting for depreciation, Rev. Proc: ECTION 3. SCOPE
petroleum marketing sales. A motor fu-96—-31 provides an automatic, prospec- .01 Except as otherwise provided in
els outlet of 1400 square feet or lessive method change under which thesection 3.02 of this revenue procedure,
qualifies as a retail motor fuels outlet§ 481(a) adjustment is taken into acthis revenue procedure applies to
under the Act without application of count in computing the taxable income§ 1250 property that: (1) qualifies as a
either 50 percent test. If the propertyin the year of change. retail motor fuels outlet as described in



section 2.01 of this revenue procedureplies. The retail motor fuels outlet elec-er’s property underwent a change in use
(2) is depreciable under § 168; (3) wadion does not revoke any elections previas described in section 2.01 of this
placed in service before August 20ously made by the taxpayer under 8 168evenue procedure, the § 481(a) adjust-
1996; and (4) was not treated as 15-yeasr enable the taxpayer to make a latgnent must only take into account those
property under § 168 in all taxableelection to use the straight-line methodaxable years the property qualified as a
years since the property was placed ior the alternative depreciation systemetail motor fuels outlet.
service or, if the property changed itsHowever, if the taxpayer hz_as no other (2) Section 481(a) adjustment pe-
use from or to a retaill motor fuels15-year property (as defined underriod In computing taxable income. a
outlet, in all taxable years in which the8§ 168(e)(1) and 168(e)(3)(E)(i) andt : F;t kg int i ,th
property was a retail motor fuels outlet.(ii)) that was placed in service during axpayer must take Into account (a) the
.02 This revenue procedure does ndhe same taxable year as the retail motdintire net negative § 481(a) adjustment
apply to: (1) any property depreciablefuels outlet, the taxpayer may elect td" the year of change, or (b) any net
under § 168 prior to its amendment byuse the straight-line method or the alterP0sitive § 481(a) adjustment ratably
the Tax Reform Act of 1986; or (2) any hative depreciation system for the retaiPVer 3 years, beginning with the year of
property for which the taxpayer will be motor fuels outlet. change.
deemed to have made the retail motor The retail motor fuels outlet election (3) Alternative minimum tax.The
fuels outlet election. A taxpayer will be also requires the taxpayer to use amounts of the § 481(a) adjustments for
deemed to have made this election for20-year recovery period and the straightregular tax and alternative minimum tax
(i) property placed in service before theine method for the property for alterna-purposes may differ. The § 481(a) ad-
year of change (as defined in sectioive minimum tax purposes.See justment relating to the alternative mini-

5.02 of this revenue procedure) that wag 168(g)(3)(B). mum taxable income will be included in
treated as 15-year property under § 168 the computation of the alternative mini-
in all taxable years since the propertySECTION 5. CHANGE IN METHOD mum taxable income over the same
was placed in service or, if the propertyOF ACCOUNTING § 481(a) adjustment period applicable

changed its use from or to a retail motor ) i i
fuelsgoutlet in all taxable years in which -01 Consent. The retail motor fuels under section 5.03(2) of this revenue

the property was a retail motor fuelsOutlet election for any property within procedure. The difference between the
: . : the scope of this revenue procedure is 80 § 481(a) adjustments will require
outlet; and (ii) property placed in ser- P proc . . .

- : hange in method of accounting. Unde@n adjustment to taxable income in
vice during the year of change (or thet"ang ) g der t : ¢ alt fi o
immediately preceding taxable year) buf 1:446-1(€)(2)()), the consent of theOTdel 0 artive & aternaive mininum

- Commissioner is hereby aranted to taxtaxable income. See Form 6251 (Alter-
before August 20, 1996, that was or will y g ; . S
' ' avers to make this method change fopative Minimum Tax—Individuals) and
be treated as 15-year property undef@y' S 9 F 4626 (Alt tive Mini T
§ 168 on the taxpayer's original taxS 1250 property within the scope of this~Or™ i (Alternative Minimum Tax—
return for the year of change (or the€venue procedure. This consent i§orporations). _
immediately preceding taxable ye‘ar)_granted for the taxpayer’s year of .04 Manner of making method
change. The consent is conditioned¢hange.
however, on the taxpayer's complying (1) Complete and file a current
gIlEJ(':I{:EO'I'NEiE(?'II'EIBAI\IIL MOTOR FUELS " with this section and section 4 of thisForm 3115.The retail motor fuels outlet
revenue procedure. If the taxpayer doeglection is made on the taxpayer’s
.01 In general. A taxpayer may elect not comply with these sections, thetimely filed (including extensions) origi-
to treat § 1250 property within thetaxpayer will be deemed to have initi-nal federal income tax return for the
scope of this revenue procedure as 15ted a change in method of accountingear of change or on an amended return
year property for § 168 purposes. Thigvithout obtaining the consent of thefor the year of change filed no later than
election may be made separately foffommissioner required under § 446(e).  * . The election is made by
each property and, once made, is irrevo- .02 Year of change.The year of attaching  a completed, current Form
cable. change is the taxpayer’s taxable yeaB115 to the taxpayer's original or
.02 Effect of election.If a taxpayer that includes August 20, 1996, the dateamended return for the year of change.

makes the retail motor fuels outlet elecOf enactment of the Act. The requirement to file a Form 3115
tion, the taxpayer must change to a .03 Section 481(a) adjustment. within 180 days after the beginning of
permissible depreciation method, recov- (1) Amount of § 481(a) adjust- the year of change is waived in accor-
ery period, and convention under § 168nent. The § 481(a) adjustment may bedance with § 1.446-1(e)(3)(ii). In addi-
for the property. Under the general dea positive § 481(a) adjustment (increasgon, a copy of the Form 3115 must be
preciation system of § 168(a), 15-yeain taxable income) or negative § 481(afiled with the national office no later
property generally is depreciated by usadjustment (decrease in taxable incomejhan when the original Form 3115 is
ing the 150-percent declining balanceéThe adjustment equals the differencdiled with the federal income tax return
method of depreciation and a 15-yeabetween the total amount of depreciatio®r the amended return. The copy should
recovery period. Under the alternativetaken into account in computing taxablebe sent to the Commissioner of Internal
depreciation system of § 168(g), a retailncome for the property under the tax-Revenue, Attention: Office of Assistant
motor fuels outlet is depreciated bypayer's present method of accountingChief Counsel (Passthroughs and Spe-
using the straight-line method of depreand the total amount of depreciatiorcial Industries) CC:DOM:P&SI, P.O.
ciation and a 20-year recovery periodallowable for the property under theBox 7604, Benjamin Franklin Station,
Under both depreciation systems, théaxpayer’s proposed method of accountWashington, D.C. 20024.
convention is the half-year conventioning, for any taxable year prior to thex nsert the date that is 180 days after the
unless the mid-quarter convention apyear of change. However, if the taxpay-publication of this revenue procedure.



If more than one member of adescribed in this revenue procedure an8ECTION 6. EFFECTIVE DATE
consolidated group is making the retaibtherwise complies with the provisions
motor fuels Outl?} electior|1, the parentof this revenue procedure, the distric
corporation may file a single Form 3115director may not propose that the taxy -
on_behalf of the me_mbers of the_ CONpayer change the same method of a z?er é?aén'ggt'rlﬂenst qutgrizsfé\gs | 1996, the
solidated group making the election iNcounting as that changed by the tax- 02 Form 3115 pendin Wi.th the Ser-
accordance with Rev. Proc. 92-90payer under this revenue procedure for Bice. Because thies revgnue rocedure
1992-2 C.B. 501 (or any successor). Segear prior to the year of change preygiides the exclusive roce%ure for
section 5.02 of Rev. Proc. 92-90 for thescribed in this revenue procedure. Th€ -ving the retail motorp fuels outlet
information required to be submitteddistrict director, however, may verify theelectiogn the national office will return
with the Form 3115. facts underlying the method changegn. Form 3115 filed with the national

In completing the current Formincluding whether the property qualifiesoﬁi)ée under Rev. Proc. 92-20 19921
3115 (Rev. February 1996), the taxpayess a retail motor fuels outlet, thec 5 g85 or Rev. Proc. 96-31 for a
must complete Schedule D, Part Ilamounts of the regular tax and alternaéhahge ‘n method. of acéounting within
Change in Depreciation or Amortizationtive minimum tax § 481(a) adeStmemS’the sco f thi

! ) pe of this revenue procedure. A
(page 7 of the Form 3115), and anythe § 481(a) adjustment period, and the;xnaver that has timelv filed a Form
other applicable schedule. With respec§ 1016(a)(2) adjustment to the basis o 11p5 ?/lvith the national of}f/ice rior to the
to Parts | through Ill on pages 1 and Zhe property. publication date of this revepnue proce-

of the Form 3115 the taxpayer MUst 5y Taypayer under examination,dure must use this revenue procedure
provide only the qurmatlon requestedpefore an appeals office, or before aand will be so notified to this e%fect by
on the following lines: federal court.If a change in method of the national office. If all of the property

(a) Part 1, Eligibility To Request ,ccqunting under this revenue procedurgubject to the Form 3115 appears to be
ghangde E(spage 1)-lines 1, 2a, 2b, 33, 43esults in a positive § 481(a) adjustmeniyithin the scope of this revenue proce-
a an b) Part |l Descriotion of [OF an item of property, a taxpayer doesjure, any user fee submitted with the

(b) Part I, scription ot receive the protection from examinaform 3115 will be returned to the
Change (page 2)-lines 7, 8, and 10; a”aon changes described in section 5.06(}hxpayer.

(c) Part ll, Section 481() Ad- of this revenue procedure for that prop- .03 Claim for refund pending with the

justment (page 2)-lines 20, 22, 23, anGy if on * the method of : ;
55 Include on line 20 the amounts of y I, on . ; Serv_|ce.Because thls_revenue procedure
accounting’is-an Issue: provides the exclusive procedure for

the § 481(a) adjustments for regular tax . . . . X
and alternative minimum tax purposes, (a) under consideration with re-making the retail motor fuels outlet elec-
The taxpayer does not have to completgpeCt to an examination of the taxpaytion _prowd_ed by § 1120 o_f the Act, the
Part IV, Additional Information (page 3). ér's federal income tax return for an_yServ!ce_WHI deny any_clalm for refund
(2)’ No user fee No user fee is taxqble year. The issue is under cor]3|cthat is filed to make this Qlectlon, except
required for a Form.3115 filed under€ration if the taxpayer has receivedor any amended return filed under sec-
this revenue procedure. erttetr(1 )n%tlﬂcabtmn from t?_e ex?mlnl_ng tion 5.04(1) of this revenue procedure.
; ; _ agent(s) €.g, by examination plan, in-
giﬁ(r)1i5ng%?lihgd;:ztrmci‘néﬁ:\ngfe,trt]r? e bbeasigormation document request, potificationSECT|ON 7. EFFECT ON OTHER
of the property for which the retail of pr(')potsed ar(]jjustmt)ents Orf_ln(ilome't'taDOCUMENTS
L xamination changes) specifically citing
rotr fues outetclecton i made M method of accounting as an s e, Proe. 92-20, 19621 CB. 685
§ 1016(a)(2) for the depreciation allow.under consideration for the taxablé :

; der examination;
able for the property (as determlnedyear(s) un ' ) DRAFTING INFORMATION
under the taxpayer’s proposed method (b) before an appeals office of o _
of accounting) for all open and closedthe Internal Revenue Service with re- The principal author of this revenue

years prior to the year of change. spect to an examination of the taxpayprocedure is Mark Pitzer of the Office
06 Protection from examination €r's federal income tax return for anyof Assistant Chief Counsel
changes. taxable year; or (Passthroughs and Special Industries).
(1) In general.lIf a taxpayer timely (c) before a federal court. For further information regarding this
files a completed Form 3115 to changé« insert the date of publication of this revenue revenue procedure, contact Mark Pitzer
its method of accounting in the manneprocedure. at (202) 622-3110 (not a toll-free call).

.01 In general This revenue proce-
ure is effective for a taxpayer’s taxable




