Section 168.—Accelerated Cost
Recovery System

Retail motor fuels outlet. A retalil
mota fuels outlet is 15-yea property
for depreciatio purposs whethe or not
the taxpaye-owne is the operato of the
mota fuels business.

Rev. Rul. 97-29
ISSUE

If a taxpaye is the owne, but not the
operate, of a retai motar fuels outlet, is
the outlet 15-yea propery for deprecia-
tion purpose unde § 168(e)(3)(B of
the Internd Revene Code?

FACTS

A retal mota fuels outld may be
ownel by one entity and operaté by
anothe entity. Often, the owne of the
propery leass the propery to an opera-
tor. In addition businesse othe than
the motar fuels busines may operag in
the same building. For example an
outlet building may contanh a restaurant
or video arcade Thes® businesse may
be ownal armd operate by different
taxpayes tha make paymens to the
owng of the outle building or to a
sublesso

LAW AND ANALYSIS

Sectim 1120 of the Smal Business
Jdb Protection Act of 1996 Puh L. No.
104-188 110 Stat 17% (1996 (the
Act), amendd § 168(e)(3)(B to pro-
vide tha 15-yea propery includes any
§ 1250 propery tha is a retai motor
fuels outlet whethe or nat food or other
conveniene items are sold at the outlet.
The legislative history of the Act pro-
vides tha propery will qualify as a

retal motar fuels outlet if 50 percen or
from the propery are derivad from

of the floor spae in the propery is
devotel to petroleun marketirg sales A
mota fuels outlet of 1400 squae feet or
less qualifies as a retal mota fuels
outlet unde the Act without application
of eithea 50 percen test S. Rep No.
281, 104th Cong, 2d Sess 14-16
(1996).

Section 168(e)(3)(B provides tha any
§ 1250 propery tha qualifies as a retall
mota fuels outle is 15-yea propery.
Ther is no distinction betwea an
owne of a retal motar fuels outlet that
alo operats the mota fuels business
ard an owne tha does not operae the
motar fuels business Accordingly,
§ 1250 propery the use of which meets
the definition of a retal mota fuels
outld is treatel as 15-yea propery for
depreciatio purpose whethe or not the
owneg is the operate. In applying the
50-percen gross revenus ted to dete-
mine if the propery qualifies as aretail
mota fuels outlet the owne of an
outlet building mug aggregat the gross
revenus of all businesse operaté in
the outlet building whethe or nat such
businesse are operate by the owne.

HOLDING

A retal mota fuels outlet is 15-year
propery for depreciatio purpose under
§ 1638(e)(3)(E) whether or not the
taxpaye-owne is the operato of the
mota fuels business.

DRAFTING INFORMATION

The principd autha of this revenue
ruling is Mark Pitze of the office of
Assistah Chief Counsé (Passthroughs

ard Specid Industries) For further in-
more of the gros revenus generated formation regardirg this revenee ruling,
conta¢ Mark Pitze at (202 622-3110
petroleum sales or 50 percen or more (not a toll-free call).




